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Mr. Chairman and Members of the Committee: 

Thank vou for the opoortunity to testify hefore your 

Committee on the hudqet treatment of the Federal Financina Rank 

(FFR). 

We have been asked to discuss H.R. 2868, which would require 

that the receiots and disbursements of the FFS be included in the 

Federal budaet and charqed to the proqram aqency. We consider 

this to he desirable. 

We support nuttina the FF$ outlays to the public on-hudqet 

as nart of an effort to increase contrgl. over the. Government's 



credit activities and make the buAqet numbers reflCct more 

accurately the activities of the Government. We understand the 

Cabinet Council on Economic Policy also suanorts changing the 

status of the FFR and its transactions. Early last month the 

Treasury Department also endorsed the 'chancre durinq testikony 

before a subcommittee of the Senate Committee on Ranking. De- 
Y 

soite the need for some chanaes, the oriqinal obiectivc of havinq 

an FFR-- to achieve better coordination of the Government's 

borrowinq activities-- is still valid and.should be preserved. 
I' 

GA.0 has addressed many of the issues affectinq Pederal 

credit oroarams and has advocated a number of chanqes. We have 

recommended that 

--The WFP receipts and disbursements be included in the 

budqct; 

--Certificates of Beneficial Ownership he treated as borrow- 

ina bv the proqram aqency rather than as a sale of assets; 

--Loans made bv the FFR and guaranteed by a proqram aqency 

be treated as aqency borrowins from the FFR, with the direct loan 

then included in the proqram aqency's outlays: 

--The outlavs of revolvinq funds be reported on a aross 

basis. For credit nroqrams, this would require showinq both 

aross new lendina and loan repayments; and 

--Finallv, we have lonq held that systematic congressional 

review, oversiaht, and decisionmakinq throuah the budqet process 

is as iwxrtant for credit proqrams as for any other activity. 

Thus, we have urqed the Conqress to formalize its credit budaet 

nrocedures. We are nleased to note both the sianificant steos 
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taken hy the Conqress alona these lines in budqet resolutions and 

nPPronri.at.ion acts over the last few years and the additional 

leqislative actions that are now under consideration in both ' 

houses, includina H.R. 2868. 

In addition we have just recently initiated a review'of 

FFR's impact on credit and debt manaaemcnt issues. 

In the interest of brevity I will not elaborate on our work 

at the FFS, but I have attached a list of relevant reports, hear- 

ins statements and bill comments. IS vou would like conies, we 

would he hapPv to suPPlv them and, if you wish, discuss details 

with you or your staff. 

Provisions of Y.R. 3,868 

As we read H.R. 2868, the maior provisions of the proposed 

leqislation would 

--Require that credit transactions with the public bv 

Federal aqencies resultina from transactions with the FPB be in- 

cluded in unified budqet totals of the resPonsible Federal aqen- 

ties; 

--Require the Director of the Office of Manaqement and Rudg- 

et (OW) to issue requlations prescribinq the manner in which 

the ahove Provision is to be imalemented, and these regulations 

will have Precedence over any Prior Provisions of law or other 

requlations to the contrary: and 

--Require that an obliqation of a tvPe which is ordinarily 

financed in investment markets, as determined by the Secretary of 

the Treasurv, he financed throuah the FFR, unless a waiver is 

aranted by the Secretary of the Treasurv. 
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neqardinq the first provision, we have favored includinq FFR 

transactions in the unified budget totals and charqing those 

aqencies wh'ich provide quarantees to renay the FFR funds. Al- 

thouqh we sunoort the obiectives of this provision, we believe 

that certain revisions are needed to accomplish the desired 

chanae, For examnle, as presently written in P.R. 2868, loan 

quarantee amounts financed by the FPR shall not exceed amounts of 

budqet authoritv provided to a Federal aqency for such nurnoses. 

However, the legal definition of budqet authority, as stated in 

section 3(a)(2) of the Conqressional Rudqet Act of 1974, soecifi- 

callv excludes loan quarantee amounts from budqet authority. 

As for the second provision, we have previously questioned 

whether the OMR rules issued to prescribe how aqency accounts 

would be charqed with FPR transactions would have leqal force to 

suoersede existinq law. We are preoared to supplv alternative 

lanquaqe for the record, which, in our judgment, would solve both 

of these problems. 

And finally, we wonder whether the last major provision 

would provide the executive branch with authority to alter credit 

oroqrams established bv the Conqress, thus removinq imoortant 

nolicv and proqrammatic decisions from the Conqress. This provi- 

sion could also affect the private credit markets bv reauirinq 

aqcncies that have traditionallv used private lenders either by 

manaqement decision or by Conqressional mandate to obtain financ- 

ins from FFR'. 

We recoqnize it is necessary to monitor the activity under 

this provision so that aqencies do not iqnore the constraints 
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intended by the lesislation. since we cannot anticipate all of 

the discretion available to the Treasury under the provision-, we 

feel it is necessarv to clearly establish in the leaislative 

. historv of the bill the intent of this nrovision. An additional 

step would be the conduct of oversiqht,, especially at the* time 

Treasury pronoses its imnlementins resulations. 

With the chanqes we have suqqested we would recommend 

enactment of this bill. 

Mr. Chairman, this concludes my prenared statement. I would 

be pleased to try to answer any questions. 
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ATTACHMENT -. ATTACHMENT 

GAO PRODUCTS ON THE FEDERAL FINANCING BANK 

U.S. General Accounting Office, "Government Agency Transactions 
with the Federal Financing Bank Should Be Included in the Bud- 
get" (PAD-77-70, August 3, 1977). . 

Testimony before the Subcommittee on Oversight of the House Com- 
mittee on Ways and Means on the budget treatment of the Federal 
Financing Bank, H.R. 7416, September 20, 1977. 

U.S. General Accounting Office, *'Legislative Changes Needed to 
Improve Budget Treatment of Certificates of Beneficial Owner- 
ship" (PAD-80-32, April 9, 1980). 

U.S. General Accounting Office, "Federal Budget Totals Are Un- 
derstated Because of Current Budget Practices (PAD-81-22, Decem- 
ber 31, 1980). 

Testimony before the Subcommittee on Federal Credit Programs, 
Senate Committee on Banking, Housing, and Urban Affairs on the 
Federal Financing Bank, April 5, 1983. 




