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ference between the mandatory and discretionary
funding.

• If valid applicants are more numerous than expected,
or if these applicants are eligible for higher awards
than anticipated, the Pell Grant program will cost
more than the appropriations provided. If the costs
during one academic year are higher than provided
for in that year’s appropriation, the Department of
Education funds the extra costs with the subsequent
year’s appropriation.2

• To prevent deliberate underfunding of Pell costs, in

2006 the congressional and Executive Branch scorekeepers agreed to a special scorekeeping rule for
Pell. Under this rule, the annual appropriations bill
is charged with the full Congressional Budget Office estimated cost of the Pell Grant program for the
budget year, plus or minus any cumulative shortfalls
or surpluses from prior years. This scorekeeping
rule was adopted by the Congress as §406(b) of the
Concurrent Resolution on the Budget for Fiscal Year
2006 (H. Con. Res. 95, 109th Congress).

Given the nature of the program, it is reasonable to consider Pell Grants an individual entitlement for purposes of
budget analysis and enforcement. The discretionary portion of the award funded in annual appropriations Acts
counts against the discretionary spending caps pursuant
to section 251 of BBEDCA and appropriations allocations
established annually under §302 of the Congressional
Budget Act.
The total cost of Pell Grants can fluctuate from year
to year, even with no change in the maximum Pell Grant
award, because of changes in enrollment, college costs,
and student and family resources. In general, the demand for and costs of the program are countercyclical to
the economy; more people go to school during periods of
higher unemployment, but return to the workforce as the
economy improves. In fact, the program experienced a
spike in enrollment and costs during the most recent recession, reaching a peak of 9.4 million students in 2011.
This spike required temporary mandatory or emergency
appropriations to fund the program well above the level
that could have been provided as a practical matter by
the regular discretionary appropriation. Enrollment and
costs declined continuously from 2011 to 2018, and the
funding provided has lasted longer than anticipated.
Recent changes to the program expanded the amount
2      This ability to “borrow” from a subsequent appropriation is unique
to the Pell program. It comes about for two reasons. First, like many
education programs, Pell is “forward-funded”—the budget authority
enacted in the fall of one year is intended for the subsequent academic
year, which begins in the following July. Second, even though the
amount of funding is predicated on the expected cost of Pell during one
academic year, the money is made legally available for the full 24-month
period covering the current fiscal year and the subsequent fiscal year.
This means that, if the funding for an academic year proves inadequate,
the following year’s appropriation will legally be available to cover the
funding shortage for the first academic year. The 2020 appropriation,
for instance, will support the 2020-2021 academic year beginning in
July 2020 but will become available in October 2019 and can therefore
help cover any shortages that may arise in funding for the 2019-2020
academic year.

of aid available to students, including the enactment of
Year-Round Pell and increases to the maximum award,
and the Budget projects enrollment to increase in 2019
and 2020. As a result, total program costs increased in
the 2017-18 award year for the first time since the recession. Nevertheless, assuming no changes in current
policy, the 2020 Budget baseline expects program costs to
stay within available resources, which include the discretionary appropriation, budget authority carried forward
from the previous year, and extra mandatory funds, until 2025 (see Table 13-3). These estimates have changed
significantly from year to year, which illustrates continuing uncertainty about Pell program costs, and the year in
which a shortfall will reemerge.
The 2020 Budget reflects the Administration’s commitment to ensuring students receive the maximum Pell
Grant for which they are eligible, and to expanding options available to pursuing postsecondary education and
training. First, the Budget provides sufficient resources
to fully fund Pell Grants in the award years covered by
the budget year, and subsequent years, including the
funds needed to continue support of Year-Round Pell. The
Budget provides $22.5 billion in discretionary budget
authority in 2020, the same as the 2019 enacted appropriation. Level-funding Pell in 2020, combined with available
budget authority from the previous year and mandatory
funding provided in previous legislation, provides $8.6
billion more than is needed to fully fund the program in
the 2020-21 award year.
In light of these additional resources, the Budget proposes a cancellation of $2 billion from the unobligated
carryover from 2019. Then, with significant budget authority still available in the program, the Budget also proposes
legislative changes to provide more postsecondary pathways by expanding Pell Grant eligibility to high-quality
short-term training programs. This will help low-income
or out-of-work individuals access training programs that
can equip them with skills to secure well-paying jobs in
high-demand fields more quickly than traditional 2-year
or 4-year degree programs. The Budget also proposes
moving Iraq and Afghanistan Service Grants (IASG) into
the Pell program, which will exempt those awards from
cuts due to sequestration and streamline the administration of the programs. The expansion of Pell Grants to
short-term programs and the costs of incorporating IASG
increases future discretionary Pell program costs by $1.7
billion over 10 years (see Table 13–3). Finally, the Budget
includes proposals to reduce the risk of improper payments in the program (see the Payment Integrity chapter
for more detail). With the proposed cancellation and these
other reforms, the Pell program still is expected to have
sufficient discretionary funds until 2024.
Federal Capital Revolving Fund
The structure of the Federal budget and budget
enforcement requirements can create hurdles to funding large-dollar capital investments that are handled
differently at the State and local government levels.
Expenditures for capital investment are combined with
operating expenses in the Federal unified budget. Both
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kinds of expenditures must compete for limited funding
within the discretionary caps. Large-dollar Federal capital investments can be squeezed out in this competition,
forcing agency managers to turn to operating leases to
meet long-term Federal requirements. These alternatives
are more expensive than ownership over the long-term
because: (1) Treasury can always borrow at lower interest rates; and (2) to avoid triggering scorekeeping and
recording requirements for capital leases, agencies sign
shorter-term consecutive leases of the same space. For
example, the cost of two consecutive 15-year leases for
a building can exceed its fair market value by close to
180 percent. Alternative financing proposals typically
run up against scorekeeping and recording rules that appropriately measure cost based on the full amount of the
Government’s obligations under the contract, which further constrains the ability of agency managers to meet
capital needs.
In contrast, State and local governments separate capital investment from operating expenses. They are able
to evaluate, rank, and finance proposed capital investments in separate capital budgets, which avoids direct
competition between proposed capital acquisitions and

operating expenses. If capital purchases are financed by
borrowing, the associated debt service is an item in the
operating budget. This separation of capital spending
from operating expenses works well at the State and local government levels because of conditions that do not
exist at the Federal level. State and local governments
are required to balance their operating budgets, and their
ability to borrow to finance capital spending is subject
to the discipline of private credit markets that impose
higher interest rates for riskier investments. In addition,
State and local governments tend to own capital that they
finance. In contrast, the Federal Government does not
face a balanced budget requirement, and Treasury debt
has historically been considered the safest investment
regardless of the condition of the Federal balance sheet.
Also, the bulk of Federal funding for capital is in the form
of grants to lower levels of Government or to private entities, and it is difficult to see how non-Federally-owned
investment can be included in a capital budget.
To deal with the drawbacks of the current Federal
approach, the Budget proposes: (1) to create a Federal
Capital Revolving Fund (FCRF) to fund large-dollar,
Federally-owned, civilian real property capital projects;

Chart 13-1. Scoring of $288 Million NIST Renovaon
Project using the Federal Capital Revolving Fund
Federal Capital Revolving Fund
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and (2) provide specific budget enforcement rules for the
FCRF that would allow it to function, in effect, like State
and local government capital budgets. This proposal incorporates principles that are central to the success of
capital budgeting at the State and local level -- a limit on
total funding for capital investment, annual decisions on
the allocation of funding for capital projects, and spreading the acquisition cost over 15 years in the discretionary
operating budgets of agencies that purchase the assets.
As part of the overall 2020 Budget infrastructure initiative, the FCRF would be capitalized initially by a $10
billion mandatory appropriation, and scored with anticipated outlays over the 10-year window for the purposes
of pay-as-you-go budget enforcement rules. Balances in
the FCRF would be available for transfer to purchasing
agencies to fund large-dollar capital acquisitions only to
the extent projects are designated in advance in appropriations Acts and the agency receives a discretionary
appropriation for the first of a maximum of 15 required
annual repayments. If these two conditions are met, the
FCRF would transfer funds to the purchasing agency to
cover the full cost to acquire the capital asset. Annual
discretionary repayments by purchasing agencies would
replenish the FCRF and would become available to fund
additional capital projects. Total annual capital purchases
would be limited to the lower of $2.5 billion or the balance
in the FCRF, including annual repayments.
The Budget uses the FCRF concept to fund the expansion and remaining renovation, estimated at $288 million
for the Department of Commerce National Institute of
Standards and Technology (NIST) to do advance precision
measurement tools and technologies for a variety of scientific endeavors at Building One on the Boulder Colorado
campus. In accordance with the principles and design of
the FCRF, the 2020 budget requests appropriations language designating the NIST expansion and renovation as
a project to be funded out of the FCRF, which is housed
within the General Services Administration, along with
1/15 of the full purchase price, or $19.2 million for the first
year repayment back to the FCRF. The FCRF account is
displayed funding the NIST project in 2020 and a total of
$15 billion worth of federal buildings projects using the
initial $10 billion in mandatory appropriations and $5
billion from revolving the collections from annual project
repayments starting in 2025.
The flow of funds for the expansion and renovation of a
NIST research building with a $288 million cost and the
proposed scoring are illustrated in Chart 10–1. Current
budget enforcement rules would require the entire $288
million to be scored as discretionary BA in the first year,
which would negate the benefit of the FCRF and leave
agencies and policy makers facing the same trade-off
constraints. As shown in Chart 10–1, under this proposal, transfers from the FCRF to agencies to fund capital
projects, $288 million in the case of the NIST project, and
the actual execution by agencies would be scored as direct spending (shown as mandatory in Chart 10–1), while
agencies would use discretionary appropriations to fund
the annual repayments to the FCRF, or $19.2 million for
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the NIST building construction first year repayment.
The proposal allocates the costs between direct spending
and discretionary spending-- the up-front cost of capital
investment would already be reflected in the baseline as
direct spending once the FCRF is enacted with $10 billion
in mandatory capital. This scoring approves a total capital investment upfront, keeping individual large projects
from competing with annual operating expenses in the
annual appropriations process. On the discretionary side
of the budget the budgetary trade off would be locking
into the incremental annual cost of repaying the FCRF
over 15-years. Knowing that future discretionary appropriations will have to be used to repay the FCRF would
provide an incentive for agencies, OMB, and the Congress
to select projects with the highest mission criticality and
returns. OMB would review agencies’ proposed projects
for inclusion in the President’s Budget, as shown with
the NIST request, and the Appropriations Committees
would make final allocations by authorizing projects in
annual appropriations Acts and providing the first year
of repayment. This approach would allow for a more effective capital planning process for the Government’s largest
civilian real property projects, and is similar to capital
budgets used by State and local governments.
Fast Track Spending Reductions
The Administration is committed to ensuring the
Federal Government spends precious taxpayer dollars in
the most efficient, effective manner possible. Given the
long-term fiscal constraints facing our Nation, we must
put our fiscal house back in order. The President’s Budget
proposes redirecting funding away from programs where
the goals have been met, or where funds are not being
used efficiently to target higher priority needs. In the
Budget, the President proposes cancellations, or reductions in budgetary resources. Such cancellations are not
subject to the requirements of title X of the Impoundment
Control Act of 1974 (“ICA”; 2 U.S.C. 601-88). Amounts
proposed for cancellation may not be withheld from obligation pending enactment into law.
Alternatively, the President may propose permanent
rescissions of budgetary resources pursuant to the ICA,
as occurred in May of 2018, when the President proposed
the largest single ICA rescissions package ever proposed
by sending a request to cut approximately $15 billion of
spending that was no longer needed. In such cases, the
ICA requires that the President transmit a special message to the Congress at which time the funding can be
withheld from obligation for up to 45 days. Also, the package receives privileged treatment where both the House
and Senate can use expedited procedures for considering
rescission bills
The Administration is interested in working with
Congress to enhance the shared goal of reducing
Government spending where it no longer serves the interest of taxpayers. For example, the Administration would
support legislative proposals that ease the President’s
ability to reduce unnecessary spending through expedited
rescission procedures.

