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reviewed. the recent report Cormnittee r s 
Task Expendi tures and Off-Budget entitled "Off-
Budget of the Federal Government" (House Report 94 740). 
We are eased to note that the recomrnendations the report tha.t 
GoverI'Jnent -owned acti vi ties which are presently off-budget be included 
in the budget, and the budget status of the Federal Financing Bank 
be studied, are si:nilar to the we OUI 

and test ever the years. 

Concept:::, of which I was a 
member, of the with 
lar Te or excluded from 
budget all progra:ns operated 
enti ties which the Government, or 
have recourse included in the budget. The 
Commission most irnportant recommendation the adoption 
the W1ified under which Federal activities financed 
with Federal funds v;ould included. Commission's recommendations-
including a unified budget -were adopted in 1969. The General Accounting 
Office has long favored the principles expressed by President IS (0;;1'11i5 
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Concepts of full disclosure to the Congress and review by 
of the budgetary progra;n submitted by the executive branch. 

the President's Commission report. legislation has been enacted 
several Federal from the discipline the overall 

These programs presently include the Postal Service, the 
Bank, the Rural Electrification and Telephone Revolving 

for the or Handicapped Fund, the United States 
Guarantee Corporation, and 



--In testi::lony hefore the' Joint StuJr COf:1JllittC'C' 011 P.ud;.:C't Control 
01arch 7, 1973), \,'(' rcc'mphasized the reco:nm('n(btions~ of the 
President's Connnission and the nc(',i to conlon:l to th(' ()hilosopbr 
of full d isclosurc an~l congress ional hudgetary rcdc\\' \,hen \,'C 

swtru: 

* * * if it is to exercise effective control over Federal 
expenditures through the budget, the Congress should resist 
efforts to remove Federal activities from the budget. One 
action of this nature approved by the Congress in 1971, 
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which ''Ie recommended against, was to exclude the E.:o..l'ort­
Import Bank fran the unified budget. We believe that the 
budgetary system and congressional efforts to exercise better 
control over it should not be weakened by eliminating certain 
activities from the overall budget. The f~~damental purpose 
of a single budget is to bring together in one place compet­
ing needs so that priorities may be more readily established 
and resources allocated with due regard to all factors. 

--In commenting on legislation that eventually resulted in 
establishing the U.S. Railway Association as an off-budget Federal 
agency, we stated the follol-dng on October 10, 19i3 (B-l07449): 

Our office has consistently taken the position that the public 
interest is best served ~hen congressional control over 
Federal activities is exercised through annual reviews and 
affirmative action on planned programs and finrulcing require­
ments which attend the appropriation processes, and through 
application of statutes and regulations which usually govern 
the operations of Government agencies. We believe that 
departures from the standard should be pelnitted only on a 
clear showing that an activity cannot be successfully oper­
ated in the public interest through the frame\oJork of a new 
Government agency or through an expansion of programs in 
existing Government agencies. 

If a corporation such as the proposed association is considered 
the form of orgMization best suited for achieving the objec­
tives of the bill, we suggest that it be made subject to the 
Government Corporation Control Act, 31 U.S.C. 841 et seq. * * *. 
The association v.ould then be subject to the budgetary review 
process conten~lated by sectjons 102. 103, and 104 of the 
Government Corporation Control j\ct * "" * . 

.. "-Concerning the off-budget st:,,· !:\ the Ff.~cleral Financing Bank, we 
. stated on March 18, 1974 (B-lb2718): 
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As we tand it, arnong the 
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In summary. let me ize our agreement wi th your Conuni ttee that 
the existence of major activities outs the budget is a matter 
for serious concern. There are no differences between activities of off­
budget programs and other programs which are included in the budget. There­
fore, excluding a program's receipts and disbursements from the budget 
totals is normally lilldes and sets a precedent for the exclusion of 
other progralilS. In addition, the exclusion of such weakens the 
budgetary process and the ability of the Congress to ish 
national priorities Congressional Budget Act of 1974. Furthermore, 
the magnitude of current t activities is sufficiently large to 
partially undennine the i ty and analytical of the unified 
budget. Tnus, we consistently opposed the creation !loff-budget" 
agencies except in the fie and limited circlD1lStances recognized 
by the C . . .. ff h t .~. • '(T.1l11lSS1on. nons were, In e ect, t a In 

question be o'wned and by private parties, Federal 
National fvtortgage the cases noted conditions 
do not appear to are 
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of Export-Import Bank, the first of the off-budget activities, were 
moved back on to the budget in fiscal year 1977. We encourage this 
precedent. 

In addition to our general concern with the off-budget status of 
Federal programs, we are also concerned about the special budgetary 
problems posed by the o~f-budget Federal Financ~ng B~. We believe th~t 
good budgetary control IS weakened by Federal FInanCIng Bank purchase at 
guaranteed loans of on- and off-budget agencies. The purchase of guaran­
teed loans by the Federal Financing Bank changes the nature of these 
Federal credit progrruns to direct Government loans from loan guarantees. 
During fiscal year 1976, the Federal Financing Bank provided $6.1 billion 
for loans guaranteed by on- and off-budget agencies. Estimates for this 
activity in fiscal year 1977 and fiscal year 1978 are $8.7 billion and 
$6.0 billion, respectively. 

We have several concerns with this arrangement. First, it is a 
questionable practice to substitute direct loans for another fonn of 
credit assistance whose function it is to fill some other purpose. A 
second and more obvious concern has to do with loss of controllabiE ty 
over a relatively large amount of direct loan activity. That is, because 
of the Federal Financing Bank's purchase of guaranteed loans, a large 
volume of direct loans which WOll1d normally be reported at face value in 
the budget are being transferred to off-budget status. Thus, they are 
excluded frem the: resource allocation and control processes established 
by the Congressional Budget Act of 1974. 

During the corning year, we plan to undertake detailed reviews of both 
the off-budget status of Government-o\\ned activities and the budget status 
and implications of the Federal Financing Bank in separate reports to the 
Congress. I believe that these reports, together with the recommendations 
included in your Committee's report, will help to support legislative action 
to return the off-budget entities to the budget and thereby reestablish the 
integrity of the unified budget as recommended by the President's Commission 
on Budget Concepts and to more effectively achieve the goal of the Congres 
sional Budget Act of 1974 for the Congress to exercise control over all 
Federal expenditures through the budget process. 

If we can be of further assistance to you on this matter, please let 
us know. 

I 

Sincerely yours, 

Comptroller General 
of the United States 
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