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FY 2011 Appropriations Process Stalled;
FY 2012 Proposed Budgets to Reflect a Five Percent Reduction

In this Memorandum we report on the status of FY 2011 appropriations, the
President's proposal for an enhanced rescission authority, and the Office of Management
and Budget's directive to most Federal agencies to submit FY 2012 budgets that reflect a
five percent reduction.

FY 2011 Appropriations. Midway through the year Congress has yet to begin
formally moving any of the twelve FY 2011 appropriations bills. Usually by June a
Budget Resolution has been approved and the House Appropriations subcommittees have
begun to report out spending bills. Appropriations subcommittees, while they have held
many hearings,” are stymied in moving bills because Congress has not adopted a Budget
Resolution which sets a spending cap on discretionary spending. House Democrats are
divided with regard to a Budget Resolution, with the conservative Blue Dog Coalition
negotiating for a spending ceiling that is considerably below the amount proposed by the
Obama Administration. Once such a cap has been agreed to, funding is allocated among
the twelve subcommittees. At this point the appropriations subcommittees do not know
the amount of their spending caps although congressional staff members are working
behind the scenes on draft appropriations recommendations.

There is a sense in Congress that most FY 2011 enacted appropriations will be
less than what was proposed by the President.” The President proposed for FYs 2011
through 2013 a funding freeze for most domestic non-security programs. The freeze was
not applied to the Indian Health Service for which the President proposed for FY 2011 an
8.7 percent increase over FY 2010; the Administration's proposed Bureau of Indian
Affairs/Bureau of Indian Education FY 2011 budget is two percent below the FY 2010
level.

' The House Interior, Environment and Related Agencies Appropriations Subcommittee held
hearings specific to Indian programs under its jurisdiction on March 23 and April 25. The House
Appropriations Transportation, Housing and Related Agencies Subcommittee held a hearing on
March 24 specific to tribal transportation and housing funding.

* For information on the Administration's proposed FY 2011 budgets for the Indian Health

Service, Bureau of Indian Affairs and Bureau of Indian Education, see our General Memoranda
10-015 (February 12, 2010) and 10-046 (April 2, 2010).
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It is increasingly likely that appropriations bills will be combined into one or
more omnibus bills or that Congress will enact a Continuing Resolution (CR) to fund
Federal agencies in FY 2011. A CR can take any number of forms — it could, for
instance, provide funding at the FY 2010 level, or it could fund programs at the higher (or
lower) level of the President's FY 2011 request, the House or the Senate
recommendation. It is less likely under a CR to obtain desired report or bill language that
a tribal government or other organization would seek in a regular appropriations bill.

Proposed Enhanced Rescission Authority. President Obama sent to Congress a
proposal that would add another method by which discretionary domestic appropriations
that have been approved by Congress could be rescinded (eliminated or reduced) by the
President. The proposal was introduced (by request) on May 28, 2010, by Representative
Spratt (D-SC), Chairman of the House Budget Committee. The bill, HR 5454, is entitled
Reduce Unnecessary Spending Act of 2010. It contains specific timelines for activities
including the number of days after enactment of a bill containing appropriations in which
the President may submit a package of proposed rescissions, introduction of a bill(s)
containing the proposed rescissions, and House and Senate committee and floor actions.
The President's proposed rescissions would be published in the Federal Register.
Proposed rescissions could affect only funding levels, not policy or distribution matters.
While under current law the President may recommend rescissions, Congress is under no
obligation to consider such recommendations. Under HR 5454, the House and Senate
would be required to vote on the rescissions — no amendments allowed — within 25 days.
The only circumstance under which a package of rescissions would not receive a floor
vote is if no one in Congress asked that it come to a vote. Even if the Appropriations
Committee reported out the bill unfavorably, it would likely come to the floor for a vote.
The legislation has received mixed reviews, although 20 Democrats were original co-
sponsors of the measure. A number of key members of the Appropriations Committees
are not supportive of the measure. Congress has considered and rejected similar
rescission measures in the past.

Most Federal Agencies to Submit FY 2012 Budgets with a Five Percent
Reduction. On June 8, 2010, the Office of Management and Budget (OMB) sent to the
heads of Federal departments and agencies the attached Memorandum providing
guidance for the preparation of their proposed FY 2012 budgets. The Memorandum
would require departments, other than those designated as security agencies (i.e.,
Department of Homeland Security, Department of Defense), to submit to OMB a
proposal that would reduce funding by at least five percent from the amount projected for
FY 2012 in the FY 2011 proposed budget (see attached chart). Heads of departments
cannot achieve savings through across-the-board cuts but must identify programs
considered low priority and propose elimination or funding reductions. Programs are to
be evaluated in light of whether they effectively advance the agency's mission. Federal
departments are to submit their proposals to OMB by September 13, 2010. Individual
programs within a department will not submit individual plans to OMB. For instance, the
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Department of Interior will submit a proposal reflecting a five percent reduction, but the
Bureau of Indian Affairs and the Bureau of Land Management will not make their own
submissions. A Department Secretary could require each agency under his department to
make such a proposal but it is Department-wide proposals that will be sent to OMB. It
would behoove tribes and tribal organizations to weigh in with agency heads and
department secretaries (and to keep congressional committees apprised) to make
recommendations regarding the FY 2012 budget in order to protect the funding for
programs of particular concern to them.

Please let us know if we may provide additional information or assistance
regarding appropriations matters.

HH#EH#

Inquires may be directed to:
Karen Funk (kfunk @hobbsstraus.com)
Marie Osceola-Branch (mosceola-branch @hobbsstraus.com)
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

June 8, 2010

THE DIRECTOR

M-10-19

MEMORANDUM FOR THE HEADS OF DEPARTMENTS AND AGENCIES

FROM: Peter R. Orszagﬂ,l(ﬂ
Director

SUBJECT:  Fiscal Year 2012 Budget Guidance

The President has asked that we continue on our path toward freezing non-security discretionary
spending for three years, cutting the deficit in half by the end of his first term, and restoring
fiscal sustainability over the medium term. Doing so requires eliminating low-priority programs,
squeezing out waste from all activities, and achieving better performance with the resources we
have.

As a first step toward accomplishing these objectives, the President has requested that each non-
security agency submit a budget request five percent below the discretionary total provided for
that agency for FY 2012 in the FY 2011 Budget. This will allow the President’s Budget to
accomplish an overall non-security discretionary freeze even while providing funding for new
initiatives and any contingencies that arise over the coming months. Tight budget targets will
also be imposed on security-related agencies.

In meeting these budget targets, agencies should not simply reduce spending across the board.
Instead, agencies should aim to restructure their operations strategically.

e Eliminating low-priority programs and activities can free up the resources necessary to
continue investments in priority areas even as overall budgets are constrained. Separate
guidance will direct agencies to identify the programs accounting for five percent of their
discretionary spending that have the lowest impact on agency missions.

e Re-engineering staffing plans, improving procurement and grants management processes,
and strengthening IT and financial management can squeeze waste out of existing
operations and produce better outcomes.

e Focusing management attention on high-priority performance goals can deliver better
service to the American people within available resources.

This memo provides specific guidance to all Executive Branch agencies on the following
components of FY 2012 Budget submissions:

. FY 2012 Budget and performance targets
Il.  Government-wide initiatives



We look forward to working with your agency to develop the President’s FY 2012 Budget.
Please communicate the priority of this effort to agency staff and request their full support as we
engage with them in the coming months.

. FY 2012 Budget and Performance Targets

This section of the memorandum provides specific guidance on several aspects of your budget
submission to OMB, due September 13, 2010.

e Policy and Funding Priorities. Your request should highlight your top policy and
funding priorities and discuss how they further Presidential goals such as encouraging
economic growth, investing in the future, and responsibly governing the Nation.
However, you should also keep in mind as you prepare your request that the FY 2012
Budget will be prepared against a backdrop of fiscal austerity. As noted above, the
President is firmly committed to a freeze on overall non-security funding through FY
2013, and the FY 2012 Budget will be prepared within these parameters.

e High Priority Performance Goals. Agencies are currently working to achieve the High
Priority Performance Goals (HPPGs) they set last fall. Given that HPPGs have only
recently been established, the expectation is that most agency HPPGs will continue into
FY 2012 within agency discretionary targets. In limited cases where agency priorities or
circumstances have changed significantly (e.g., new legislation has been enacted),
agencies may propose adding or deleting HPPGs. All budget submissions should include
specific FY 2012 performance targets for each HPPG.

e FY 2012 Agency Discretionary Funding Targets. Unless your agency has been given
explicit direction to the contrary by OMB, your overall request should not exceed a level
of five percent below the discretionary total provided for your agency for FY 2012 in the
FY 2011 Budget. Within this level, your request should fully fund any Presidential
initiatives included in the FY 2012 Budget, as well as the Government-wide initiatives
specified in this memorandum. This five percent cut from the FY 2012 level in the FY
2011 Budget should not be achieved by proposing reductions to mandatory spending in
appropriations bills, reclassifications of existing discretionary spending to mandatory, or
enactment of new user fees to offset existing spending. These types of proposals may be
included in your package as separate proposals on their merits or for consideration as
alternatives to other cuts proposed in the main request. Agencies should also not use an
across-the-board cut to meet the guidance level. Agencies may submit with their request
priority add-backs and may also suggest alternative, lower levels for Presidential
initiatives to accommodate these add-backs.

e Mandatory Funding Targets. To complement the Fiscal Commission’s review of large
entitlement and tax policies, Federal agencies should work with OMB to review savings
opportunities in the full range of mandatory programs. At a minimum, your submission
should also include the same total level of mandatory savings as proposed in the FY 2011
Budget, adjusted for any savings that have already been enacted. OMB representatives
will reach out to agencies in the coming months to discuss additional options for



additional deficit reduction proposals, which could be included in the FY 2012 budget.
To support compliance with the Statutory Pay-As-You-Go (PAYGO) Act of 2010 (P.L.
111-139), any proposed legislative increases in mandatory spending included in your
request must be fully offset. Likewise, any proposed administrative actions that increase
mandatory spending should be fully offset.

Terminations, Reductions, and Savings. Regardless of your agency’s discretionary
funding target, all agency submissions should include at least five significant
terminations, reductions, and administrative savings initiatives that reduce costs below
FY 2011 Budget levels. The submission should include analysis and evidence showing
the effects of the reductions and why they are warranted. Agencies are encouraged to
develop new proposals that were not included in the FY 2011 Budget.

New and Continuing Presidential Initiatives. Your submission should include updated
cost estimates for any Presidential initiative and justify any change from estimates
included in the FY 2011 Budget with analysis and evidence showing why the change is
warranted.

Programmatic Increases or Anomalies. Your submission must include in-depth analysis
for each requested increase above FY 2011 levels, including any out-year implications.

Integrated Performance Information. Your submission should include information—
preferably from already established and approved measures—showing the performance
gains associated with any proposed increases above the FY 2011 Budget.

Tax and Spending Policy Integration. Your submission should include, where
appropriate, analysis of how to better integrate key tax and spending policies with similar
objectives and goals. Your staff should work with their OMB contact to develop this
analysis.

Base programs. Your submission should highlight the methods used to allocate base
funding, such as cost-benefit analysis or other merit-based or competitive criteria. Any
project- or location-specific funding should provide a clear merit basis for inclusion in
the budget.

Overseas Contingency Operations. If your agency participates in these activities, your
submission should include a full-year estimate of these costs for FY 2012 (i.e., the
Administration does not intend to request supplemental appropriations).

Evaluation Initiative. OMB intends to extend the evaluation initiative for another year.
Funding will be set aside for competitive awards under this initiative and added to agency
top lines after the rest of the budget process is complete. Further guidance on this
component of agency budget submissions will be forthcoming.

Evidence-Based Innovation. Especially within tight resource constraints, agencies are
encouraged to use their budget submissions to reconsider the basic design of their



programs to institutionalize the use of evidence, to foster innovation rooted in research,
and to encourage rigorous evaluation. In FY 2009 and FY 2010, several agencies put
these principles into action in promising ways. For example, HHS established tiered
competitions that directed more dollars to programs with a stronger evidence base. The
Department of Housing and Urban Development obtained authority for an across-the-
board levy of funding for core programs to create a fund to support research, innovation,
and linked performance improvements. The Department of Education proposed to
consolidate dozens of undemonstrated narrow-purpose grants into larger, more flexible,
and more performance-oriented funding streams. OMB will convene a meeting among
interested agencies about how best to tailor such approaches to individual agencies’
needs.

Cross-agency Goal and Budget Submission. This Administration has launched
numerous cross-agency collaborations to promote efforts among agencies to work
effectively together to achieve Presidential priorities. OMB encourages agencies to
consult with each other during the budget planning process so that resources are allocated
to maximize their impact and avoid inappropriate duplication. OMB will formalize
efforts that working groups have been exploring in several areas—including Science,
Technology, Engineering and Mathematics education; large ecosystem restoration;
climate science; climate technology; clean energy; nanotechnology; computing research;
homelessness reduction; place-based policies; and obesity reduction—to coordinate FY
2012 Budget submissions among relevant agencies. Agencies are encouraged to look for
additional opportunities where, by partnering with other agencies, they can work within
guidelines to achieve a larger positive impact on outcomes. If your agency needs
assistance from OMB in improving coordination with other agencies, please contact your
RMO.

Government-wide Initiatives

OMB is coordinating a number of Government-wide initiatives. The following provides
guidance for the FY 2012 Budget on these initiatives:

Improper Payments Reductions. Your submission should include specific actions for
contributing to the FY 2012 government-wide goals of reducing improper payments by
$20 billion and recapturing $2 billion in improper payments to vendors. These actions
should include discussions of cost-benefit tradeoffs and connection to the agencies’
overall strategy for improper payment reduction, including efforts associated with
implementation of E.O. 13520. OFFM will also work with applicable agencies to set
targets for disposing of unneeded real property and improving debt collection outcomes
either through agency specific debt collection programs or through the Treasury
Department.

Partnership Fund for Program Integrity Innovation. The Partnership Fund provides
funds to test innovative methods of reducing improper payments, improving
administrative efficiency, improving service delivery and reducing beneficiary access
barriers by bridging data and operations across programs where Federal and State
cooperation would be beneficial. Funds are appropriated to OMB and allocated to a lead



Federal agency to support pilot projects in States and communities that have potential to
be successful at scale. Agencies are encouraged to submit pilot concepts developed in
consultation with program experts in other agencies. OMB will issue additional guidance
on pilot submissions this summer.

Acquisition Improvements. Your submission should include specific actions to achieve
defined savings goals, including savings projected through terminations and reductions,
renegotiations of existing contracts for lower prices, strategic sourcing, and other
efficiencies. Your submission should also include specific actions and goals to reduce
your agency’s reliance on high-risk contract vehicles, including contracts awarded
noncompetitively, procurements where only one bid is received, and cost-reimbursement
and time-and-materials contracts.

Acquisition Workforce. Your submission should include appropriate funds for the
continued execution of the agency’s plan for development of your agency’s acquisition
workforce, including funds to support hiring of both entry-level and mid-career staff. For
the Department of Defense, the request should address the actions of the Department in
this area, including hiring and training. For civilian agencies, the submission should also
specifically address funding required to sustain the increase reflected in the FY 2011
Budget and any additional investments needed to support the agency’s Acquisition
Human Capital Plan for 2012 submitted to OMB in March 2010 within the overall
funding target.

IT Infrastructure. Your submission should include funding for the timely execution of
agency plans to consolidate data centers developed in FY 2010 (reference FY 2011
passback guidance). In coordination with the data center consolidations, agencies should
evaluate the potential to adopt cloud computing solutions by analyzing computing
alternatives for IT investments in FY 2012. Agencies will be expected to adopt cloud
computing solutions where they represent the best value at an acceptable level of risk.

IT Project Management. Agencies must complete a review of their IT investment
portfolios prior to submitting their FY 2012 Budget requests, identify high-risk projects
and create plans for re-scoping such projects. All high-risk IT projects will undergo more
detailed evaluation as part of the FY 2012 Budget process. Further information
concerning this review process will be forthcoming over the next several weeks.

Cyber Security. Your submission should include funding for the tools necessary to
enable continuous monitoring of agency IT systems security as described in OMB
memorandum M-10-15, “FY 2010 Reporting Instructions for the Federal Information
Security Management Act and Agency Privacy Management,” dated April 21, 2010.

Improving Employee Engagement. Your submission should use findings from the
Employee Viewpoint Survey or other employee surveys to identify areas most needing
improvement and describe the actions you plan to take during FY 2012 to improve
performance in those areas. In addition, your submission should detail steps taken over
the past year to address previously identified issues, actions, and the results of these



efforts (e.g. training or coaching for managers). As part of the overall budget review
process, OMB will consider well-developed proposals to address serious deficiencies
identified through employee surveys.

e Wellness. Your submission should include a high level summary of leadership,
management, and other resources devoted to wellness. In addition, agencies can submit
proposals to target specific wellness efforts for their employees in FY 2012, which will
be reviewed by OMB, HHS, and OPM to identify innovative approaches as part of the
overall budget review process. Finally, all agencies should develop and submit a wellness
implementation plan, which is designed to achieve a 75 percent employee participation
rate in wellness activities over the next five years.

e Place-Based Policies. The place-based policy objective for the FY 2012 Budget is to
build on the interagency work that has been done last year and advance the
Administration’s policy priorities in the most effective ways, whether by improving
place-based strategies already operating or by adopting such strategies where there is
significant potential for impact on a problem. The Administration’s priority is to
continue to broadly apply place policy principles to Federal programs, with a particular
focus for the FY 2012 Budget to strengthen target areas’ economic competitiveness and
achieve greater cost effectiveness in proposed and existing policies and programs.
Further guidance and details will be issued this summer.

e Women and Girls. Last November, OMB issued a Budget Data Request (BDR) on
behalf of the White House Council on Women and Girls (CWG) calling for information
on programs that specifically target or disproportionately serve women and girls. An
update to this BDR will be issued early this summer and will serve as a baseline for
discussions with OMB over the summer months about funding levels for related
programs during the regular budget cycle this fall. As part of their FY 2012 Budget
submissions, agencies should highlight the programs or practices that they consider most
promising to move forward the objectives of the CWG.



Table S-11. Funding Levels for Appropriated (“Discretionary”) Programs by Agency'
(Budgetary resources in billions of dollars)

2009 Actual Totals

Non- 2010 2011
ARRA ARRA? Enacted Request 2012 2013 2014 2015 2011-2015 2011-2020

Base Discretionary Resources by Agency:

Security Agencies:
Defense (DOD) ...... teeet ettt e st e e erane e earnan 513.2 7.4 530.8 548.9 566.4 581.8 597.8 616.0 2,910.9 6,255.3
Energy - National Nuclear Security Administration ........ . 91 ... 9.9 11.2 11.6 11.9 12.4 12.9 60.0 126.6
Homeland Security (DHS)? ......cccoccmevriirevnvcrncrennercnne 42.1 2.8 394 43.6 44.2 44.8 45.3 46.7 224.6 481.4
Veterans Affairst ........ccoeevevninivincnenencsenincnineas v 47.6 14 53.1 57.0 59.7 61.3 63.0 64.7 305.6 659.7
State and Other International Programs?® .............. 38.1 0.4 50.6 58.5 65.7 69.0 71.2 73.6 337.9 716.4
Subtotal, Security Agencies 650.1 12.0 683.7 719.2 7475 768.7 789.7 814.0 3,839.0 8,239.4

Non-Security Agencies:

Agriculture® ... 226 6.9 25.0 23.9 24.6 24.5 25.2 26.0 124.2 266.2
COMINEICE ..ottt 94 7.8 13.9 8.9 9.1 8.8 8.5 8.8 44.2 101.0

Census Bureau . 3.1 1.0 7.2 1.3 1.1 1.2 1.3 L5 12.1 23.9
Education® . 41.4 81.1 46.8 49.7 50.1 50.2 514 52.7 254.1 537.5
Energy (excluding National Nuclear Security

Administration) ...........ccccenn. ettt 16.9 36.7 16.5 17.1 171 17.2 17.7 18.3 875 186.2
Health and Human Services (HHS) ......c..cooooiiniiicnnnns 77.6 22.4 84.1 83.5 824 80.7 83.1 85.5 415.1 881.1
Housing and Urban Development ........cccooceennernenne 40.0 13.6 43.6 41.6 413 42.0 44.1 45.3 214.3 464.1
Interior .....ccooeveccinvenvccnieennas ettt ettt bttt et et nneee 11.3 3.0 12.2 12.0 11.9 11.8 12.2 12.5 60.3 126.6
JUSLICE vttt ceene e 26.0 4.0 275 241 28.5 28.0 29.0 29.9 139.5 291.8
LiabOT .eviiviiiieiiir ettt ettt e e 12.9 4.8 14.3 14.0 135 131 13.3 135 674 138.4
State and Other International Programs® .........cccccccovrnnnee 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.6 1.3
Transportation ..........cccecvveeencresenencrnvennne reretertneretee e neeanene 70.5 48.1 76.0 77.6 79.2 80.6 82.1 84.7 404.2 824.5

Budget Authority (BA) ....ccccocovemieieeeneieeeeseeceeee e 16.8 48.1 218 22.8 70.0 33.8 39.0 412 206.6 418.1

Obligation LimitQtions ..........ccceeecenceriecireereecnsnssvessens 53.7 .. 54.2 54.8 9.3 46.8 43.1 43.6 197.6 406.4
TLEASULY ..vvvererienteirienieeraeessestaeesseseasesse et seesbe e sesee s nessesansenaens 12.6 0.3 13.6 13.9 14.1 145 15.1 15.9 73.6 158.9
Corps of ENGINEETS ..c.cecceirevrnvereenerresionrensenesseassossarsascasses 5.3 46 54 4.9 4.7 4.6 4.7 4.8 23.6 49.3
Environmental Protection Agency ........coccvveevivrvenerrecrecrinenes 7.6 72 10.3 10.0 94 8.8 8.6 8.5 45.4 89.0
General Services Administration .........cccceeecivineniiinennene 0.6 5.9 0.6 0.7 0.6 0.6 0.6 0.7 3.2 6.8
National Aeronautics and Space Administration ............... 17.8 1.0 18.7 19.0 194 20.0 20.6 21.0 100.0 212.7
National Science Foundation ..........c.cocevvvcviecnevcioneneniaenes 6.5 3.0 6.9 74 7.8 8.3 8.9 9.5 419 96.9
Small Business Administration ..........cceoccveciencnninennne 0.6 0.7 0.8 1.0 1.0 0.9 0.9 1.0 4.8 9.9
Social Security Administration” ...........cccceeeveeeeveeieeviveinnens 85 1.1 9.3 10.1 105 109 114 11.7 54.7 117.6
Corporation for National and Community Service ............. 0.9 0.2 1.2 14 1.7 2.0 2.3 2.6 10.0 26.9
Other Agencies .......... 18.6 0.3 194 20.2 19.2 18.6 19.1 19.5 96.6 202.0

Subtotal, Non-Security Discretionary Budget Authority .... 354.1 253.1 392.1 386.4 437.1 399.4 416.0 428.7 2,067.6 4,382.5
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