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Summary of Changes
For loans made, guaranteed, or modified in FY 2001 and thereafter and reestimates, the cash flow
estimated for each year (or other time period) is discounted using the interest rate on a marketable zero-
coupon Treasury security with the same maturity from the date of disbursement as that cash flow
(section 85.3).

Clarifies the distinction between expenses that may be deducted from the proceeds of asset sales and
expenses that are administrative expenses (section 85.7).

Balance sheet (MAX schedule F) exhibits have been revised.

85.1 Coverage.

Theseinstructions apply to al programs that provide direct loans or loan guarantees to non-Federal entities
and are subject to the Federal Credit Reform Act of 1990, as amended (FCRA). Even though Section 506 of
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the FCRA exempts certain programs from credit reform budgeting, these programs are still required to report
datain MAX schedules G and H (see section 85.10).

Section 504(b) of the FCRA provides that new direct |oan obligations and new |oan guarantee commitments
may be made only to the extent that:

C New budget authority to cover ther costs is provided in advance in an appropriations act;

C A limitation on the use of funds otherwise available for the cost of a direct loan or loan guarantee
program is provided in advance in an appropriations act; or

C Authority is otherwise provided in an appropriations act.

These requirements also apply to modifications of direct loans (or direct loan obligations) or loan guarantees
(or loan guarantee commitments) that increasetheir cost, including modifications of pre-1992 direct loans and
loan guarantees. Exemptions from these requirements for mandatory programs will be specified by OMB
pursuant to section 504(c) of the FCRA.

Unless otherwise specified by law, budget authority is available for liquidating obligations (i.e., outlays) for
only fivefiscal years after the authority expires. For credit subsidies financed by annual or multi-year budget
authority, you must ensurethat thebudget authority for thesubsidy cost will remain availablefor disbursement
over thefull periodin which loanswill bedisbursed. 1f you expect thedisbursement period will belonger than
fivefiscal years after the budget authority expires, you must include a special provision in the appropriations
language (see section 96.5).

85.2 Background.

The FCRA changed the budgetary measurement of cost for direct loans and loan guarantees from the amount
of cash flowing into or out of the Treasury to the estimated long-term cost to the Government. Only the
unrembursed costs of making or guaranteeing new loans (the subsidy cost, on a present value basis, and
administrative expenses, on acash basis) areincluded inthebudget. Agencies must receive appropriationsfor
the subsidy cost beforethey can enter into direct loan obligations or loan guarantee commitments. The actual
cash flows are recorded as a means of financing (see section 20.7) and are not included in the budget totals.

The subsidy cost is the estimated present value of the cash flows from the Government (excluding
administrative expenses) less the estimated present value of the cash flows to the Government resulting from
a direct loan or loan guarantee, discounted to the time when the loan is disbursed. The cash flows are the
contractual cash flows adjusted for expected deviations from the contract terms (delinquencies, defaults,
prepayments, and other factors). Present values must becal culated using the OM B Credit Subsidy Calculator.
The OMB Credit Subsidy Calculator discounts the cash flow that is estimated for each year (or other time
period) using theinterest rate on a marketable zero-coupon Treasury security with the same maturity fromthe
date of disbursement as that cash flow, regardless of the maturity of the loan. A positive net present value
means that the Government is extending a subsidy to borrowers; a negative present value meansthat the credit
program generates a “ profit” (excluding administrative costs) to the Government.
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Appropriations for the subsidy cost are made to the program account established for the credit program and
arerecorded as budget authority. Obligations for the subsidy cost are recorded when the Government enters
into aloan obligation or guarantee commitment. Outlays arerecorded when thedirect |oan or guaranteed loan
is disbursed to the public and simultaneously the subsidy is paid from the program account to the financing
account. The program account also receives appropriations for the direct costs of administering the credit

program.

The actual cash flows (e.g., loan disbursements, collections of principal and interest payments, and payment
of guarantee claims) are recorded in separate financing accounts. There is at least one financing account
associated with each programaccount. Separatefinancing accountsarerequired for direct loan cash flowsand
for loan guarantee cash flows if the program account provides subsidy costs for both forms of credit. The
transactions of the financing accounts are displayed in the budget Appendix for informational and analytical
purposes, together with the related program accounts, but are excluded from the budget totals because the net
cash flows do not represent a cost to the government. Thedirect loan financing account combines the subsidy
payment from the program account with borrowing from Treasury to finance the direct loans. It repays
Treasury over time using principal and interest collected from the borrower. The loan guarantee financing
account holdsthe subsidy payment from the program account asareserve against default claims. Thereserve,
together with interest earnings on this reserve from Treasury, is used to pay all default claims over thelife of
theloans.

All cash flows resulting from direct loan obligations and loan guarantee commitments made prior to the
effective date of the FCRA (in FY 1991 or previous years) are recorded in liquidating accounts. These
accounts are recorded on a cash basis and are included in the budget totals. Liquidating account collections
are available to pay obligations of the account, but they are not available to finance new direct loans or loan
guarantees. If the collections are insufficient, the FCRA provides liquidating accounts with permanent
indefinite authority to pay for losses and to repay any debt owed to Treasury or to other sources.

By focusing on the long-term costs of the program, credit budgeting meets the most fundamental goal of
budgetary cost measurement: it provides decision makers with the information and the incentive to allocate
resources efficiently. Unlike most budgetary transactions, the cash disbursements for a credit program area
poor measure of cost. Counting outlays for loan disbursements without taking into account probable
repayments overstates the cost of a direct loan. Loan guarantees appear costless initially because payments
of guarantee claims generally occur several years after the decision to extend credit has been made. Credit
budgeting placesthecost of credit programson abudgetary basis equivalent to other federal spending, allowing
for better comparison of cost between direct loan and loan guarantee programs and between credit and other
programs. Thisimproves the incentive to make good budgetary decisions.

Agencies are required to reestimate the subsidy cost throughout the life of each cohort of direct loans or loan
guarantees to account for differences between the original assumptions of cash flow and actual cash flow or
revised assumptions about future cash flow. These reestimates represent additional costs or savings to the
Government and are recorded in the budget. Reestimates that indicate an increase in the subsidy cost are
financed by permanent indefiniteauthority. Therearetwo typesof reestimates. |nterest rate reestimates adjust
for the effect on the subsidy of differences between actual interest rates and the interest rates assumed when
estimates were made for budget formulation and obligation (the same interest rate assumptions must be used
at formulation and obligation). These reestimates must be made when the cohort is at least 90 percent
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disbursed. Technical reestimates adjust for revised assumptions about loan performance, such as differences
between assumed and actual default rates or new projections of prepayments. Thesereestimates must be made
after the close of each fiscal year.

Modifications of a direct loan or loan guarantee can also change the subsidy cost. A modification is any
Government action different from the basdine assumptions that affects the subsidy cost, such as a changein
the terms of the loan contract or legislation that provides new collection tools. The cost of a modification is
the difference between the present value of the cash flows before and after the modification. Agencies must
have been provided budget authority to cover the cost of a modification that increases the subsidy before the
loans can be modified.

85.3 Definitionsand concepts.

Thefollowing are key terms used in credit budgeting. I1n these definitions, theterm “post-1991" means direct
loan obligations or loan guarantee commitments made on or after October 1, 1991, and the resulting direct
loans or loan guarantees. Theterm “pre-1992" means direct loan obligations or loan guarantee commitments
made prior to October 1, 1991, and the resulting direct loans or |oan guarantees.

(a) Administrative expenses mean all coststhat aredirectly related to credit program operations. The FCRA
generally requires that administrative expenses for both pre-1992 and post-1991 direct loans and loan
guarantees beincluded in program accounts. Administrative expenses areincluded in the liquidating accounts
only if the amounts would have been available for administrative expenses under a provision of law in effect
prior to October 1, 1991, and if no direct loan obligation or loan guarantee commitment has been made, or any
modification of a direct loan or loan guarantee has been made, since September 30, 1991.

Administrative expenses that are tangentially related to the credit program should not be included in the
program account. Asanillustration, the cost of auditing credit programs that is financed in the accounts for
Inspectors General should not be included. Administrative expenses include:

* Theappropriate proportion of administrative expenses that are shared with non-credit programs;

» Thecost of operating separate offices or units that make policy decisions for credit programs;

* The cost of loan systems development and maintenance, including computer costs (under no
circumstances should computer costs be paid out of financing accounts);

*  Thecost of monitoring credit programs and private lendersfor compliance with laws and regulations;
* Thecost of al activities related to credit extension, loan servicing, write-off, and close out; and

* The cost of collecting delinquent loans, except for the costs of foreclosing, managing, and selling
collateral that are capitalized or routindy deducted from the proceeds of sales.

Administrativeexpensesmay beexpended directly fromthe programaccount or, if authorized by appropriation
language (see section 96.5), used to remburse a salaries and expenses account or the Federal Financing Bank
(FFB). If they are transferred to a salaries and expenses account or the FFB, record the transfer as an
expenditure transfer. Record an obligation and outlay in the program account and an offsetting collection in
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the salaries and expenses account. In the salaries and expenses account, obligations for administrative
expenses may be recorded without necessarily identifying them as credit program expenses.

Administrative expenses are almost always provided by annual appropriations acts and, therefore, are
discretionary spending. If such expenses are included in a program account that subsidizes a mandatory
program, the account will be split between mandatory and discretionary spending.

(b) Claim payment means a payment madeto private lenders when a guaranteed loan defaults. Report default
claim obligations and disbursements in the program and financing schedule (MAX schedule P) in liquidating
and guaranteed loan financing accounts. As described beow, report the claim payments in the status of
guaranteed loans schedule (MAX schedule H) and, for liquidating accounts only, the object class schedule
(MAX schedule O). If aloan asset is acquired in exchange for the claim payment, report the claim payment
as a termination for default that results in a loan receivable on line 2261 of MAX schedule H, and, for
liquidating accounts, as investment and loan obligations on object class line 33 in MAX schedule O. If a
physical asset is acquired in exchange for the claim payment, report the claim payment as a termination for
default that resultsin acquisition of property online 2262 of MAX scheduleH, and, for liquidating accounts,
the object classthat best representsthe asset in MAX schedule O. For example, if theasset isa building, then
classify the obligations on line 32, land and structures. (See section 82.7 for object classification). If nothing
of valueis received in exchange for the claim payment, report the claim payment as termination for defaults
that result in claim payments on line 2263 in MAX schedule H, and, for liquidating accounts, as insurance
claims and indemnities on abject class line 42 in MAX schedule O.

(c) Cohort means all direct loans or loan guarantees of a program for which a subsidy appropriation is
provided for agiven fiscal year (except as provided below for pre-1992 direct loans and |oan guarantees that
aremodified). For direct loansand |oan guaranteesfor which asubsidy appropriationisprovided for onefiscal
year, the cohort will be defined by that fiscal year. For direct loans and loan guarantees for which multi-year
or no-year appropriations are provided, the cohort is defined by the year of obligation. Direct loans and loan
guarantees that are made from supplemental appropriations will be recorded in the same cohort as those that
are funded in annual appropriations acts. These rules apply even if the direct loans or guaranteed loans are
disbursed in subsequent years.

Cohort accounting applies to post-1991 direct loans and loan guarantees. It appliesto pre-1992 direct loans
and loan guarantees that have been modified but not to unmodified pre-1992 direct loans and loan guarantees.
Post-1991 direct loans or loan guaranteesremain with their original cohort throughout thelifeof theloans, even
if they aremodified. All of themodified pre-1992 direct loans of a programwill be assigned to a single cohort
and all of the modified pre-1992 loan guarantees for a program will be assigned to a single cohort, even if the
subsidy appropriation is provided in different fiscal years. For purposes of budget presentation, cohorts will
be aggregated. However, accounting and other records will be maintained separately for each cohort.

(d) Direct loan means a disbursement of funds by the Government to a non-Federal borrower under a contract
that requires repayment of such funds with or without interest. The term includes:

» thepurchase of, or participation in, a loan made by a non-Federal lender;

» financing arrangements that defer payment for more than 90 days, including the sale of a government
asset on credit terms; and
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* loansfinanced by the Federal Financing Bank (FFB) pursuant to agency loan guaranteeauthority (see
also section 33.14).

The term does not include the acquisition of federally guaranteed loans in satisfaction of default or other
guarantee claims or the price support loans of the Commodity Credit Corporation.

Pre-1992 loans made by the FFB on behalf of any agency continueto berecorded asdirect loans of theagency.
Agency guarantees of post-1991 loans that are financed by the FFB aretreated as direct loans in the budget,
but the intrabudgetary cash flows reflect dements of direct loans and loan guarantees. The direct loan
financing account for these loans will collect and hold the subsidy payment from the program account. This
balance, together with interest earnings, will be available to pay the FFB in the event of default by the non-
Federal borrower. Agencieswith programs financed by the FFB should consult with the OMB representative
with primary responsibility for the program to ensure correct treatment of these loans.

(e) Direct loan obligation means a binding agreement by a Federal agency to makeadirect |oan when specified
conditions are fulfilled by the borrower.

(f) Direct loan subsidy cost means the estimated long-term cost to the Government of adirect loan, calculated
on a net present value basis, excluding administrative costs. Specifically, the cost of a direct loan is the net
present value, at the time when the direct loan is disbursed from the financing account, of the following
estimated cash flows:

e Loan disbursements;

*  Repayments of principal;

*  Payments of interest;

*  Recoveries or proceeds of asset sales; and

*  Other payments by or to the Government over the life of the loan.

Theseestimated cash flowsincludetheeffects of estimated defaults, prepayments, fees, penalties, and expected
actions by the Government and the borrower within the terms of the loan contract, such as the exercise by the
borrower of an option included in the loan contract.

Obligations for the subsidy cost will be recorded against budget authority in the program account when the
direct loan obligationisincurred. Accounts payable (to the direct loan financing account) will berecorded in
the amount of the estimated obligation. The subsidy will be paid to the financing account when the loan is
disbursed. (See section 85.4 and the OMB Credit Subsidy Calculator and accompanying documentation for
information about estimating the subsidy.)

(g) Discount rates mean the collection of interest rates that are used to calculate the present value of the cash
flows that are estimated over a period of years. For loans made, guaranteed, or modified in FY 2001 and
thereafter, the cash flow estimated for each year (or other time period) is discounted using theinterest rate on
amarketable zero-coupon Treasury security with the same maturity fromthe date of disbursement asthat cash
flow. Thediscount rate assumptions for the budget will be provided by OMB in afilefor use with the OMB
Credit Subsidy Calculator. Therate at which interest will be paid on the amounts borrowed or held
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as an uninvested balance by a financing account for a particular cohort is a weighted average discount rate
derived from this collection of interest rates. An eectronic spreadsheet is available from OMB to calculate
budget estimates of the interest income or expense for financing accounts.

(h) Financing account means a non-budgetary account (its transactions are excluded from the budget totals)
that records all of the cash flows resulting from post-1991 direct loans or loan guarantees. It disburses|oans,
collects repayments and fees, makes claim payments, holds balances, borrows from Treasury, earns or pays
interest, and receivesthe subsidy cost payment fromthecredit programaccount. Thereisat least onefinancing
account associated with each program account. Separate financing accounts arerequired for direct loan cash
flowsand for |oan guarantee cash flowsiif the program account provides subsidy costsfor both formsof credit.
Financing account schedules are printed in the budget Appendix together with the program account.

(i) Liquidating account means a budget account that records all cash flows to and from the Government
resulting from pre-1992 direct |oan abligations or |oan guarantee commitments (unlessthey havebeen modified
and transferred to a financing account). Liquidating account collections in any year are available only for
obligations incurred during that year or to repay debt. All liquidating accounts are classified as mandatory.
Collections credited to a liquidating account include:

Interest;

L oan repayments and prepayments,

Payments from financing accounts when required for modifications;
Proceeds from the sales of loans; and

Fees.

O0O0O0O0

These collections are available only for:
C Interest payments and repayment of debt;
C Disbursements of loans;
C Default and other guarantee claim payments,
C Interest supplement payments;

C Cost of foreclosing, managing, and selling collateral that is capitalized or routingly deducted fromthe
proceeds of sales;

C Paymentsto financing accounts when required for modifications;

C Administrative expenses but only if (1) amounts credited to the liquidating accounts would have been
availablefor administrative expenses under a provision of law in effect prior to October 1, 1991, and
(2) no direct loan obligations or loan guarantee commitments have been made, or any modification of

adirect loan or loan guarantee has been made, since September 30, 1991; and

C Other payments that are necessary for the liquidation of pre-1992 direct loan obligations and loan
guarantee commitments.
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Amounts credited to liquidating accountsin any year areonly availablefor obligationsthat areincurred in that
year (the outlay may occur in a subsequent year) and for repayment of debt. Any remaining unobligated
balances at the end of the fiscal year are unavailable for obligation in subsequent fiscal years and must be
transferred to thegeneral fund at theend of thefiscal year unless an extension has been approved by OMB (see
section 58.3).

The FCRA provides permanent indefinite authority to cover obligations and commitments in the event that
fundsin liquidating accounts are otherwiseinsufficient. 1f theliquidating account's obligations will exceed its
collections during the year, the agency must request an apportionment and warrant of permanent indefinite
authority estimated to be needed for the fiscal year, before the beginning of the fiscal year.

The liquidating account status of direct and/or guaranteed loans schedule reflects disbursements and
repayments of pre-1992 loans. Therefore, in theliquidating account status of direct and/or guaranteed loans:

*  Therewill be no post-1991 direct loan obligations or loan guarantee commitments;

» Direct and guaranteed loan disbursements will be shown only for pre-1992 direct loans or loan
guarantees; and

*  Repayments and prepayments will reflect only pre-1992 direct loan obligations and loan guarantee
commitments.

(j) Loan asset sale means a sale of one or more loans to a non-Federal buyer, ether individually, pooled,
packaged, securitized, or asajoint venture, at a single point in time, subject to parties fulfilling the terms and
conditions of the Government's offer. L oan assets consist of direct loans and loan receivables resulting from
defaulted guaranteed loans.

(k) Loan guarantee means any guarantee, insurance, or other pledge with respect to the payment of al or a
part of the principal or interest on any debt obligation of a non-Federal borrower to a non-Federal lender,
except for the insurance of deposits, shares, or other withdrawable accounts in financial institutions. Loans
that arefinanced by the FFB pursuant to agency loan guarantee authority aretreated asdirect loansrather than
loan guarantees.

(I) Loan guarantee commitment means a binding agreement by a Federal agency to make a loan guarantee
when specified conditions are fulfilled by the borrower, the lender, or any other party to the guarantee
agreement.

(m) Loan guarantee subsidy cost means the estimated |ong-term cost to the Government of aloan guarantee,
calculated on a net present value basis, excluding administrative costs. Specifically, the cost of a loan
guarantee is the net present value, at the time when the guaranteed loan is disbursed by the lender, of the
following estimated cash flows:

* Payments by the Government to cover defaults and delinquencies, interest subsidies, and other
reguirements; and

*  Payments to the Government, including origination and other fees, penalties, and recoveries.
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These estimated cash flows include the effects of expected Government actions and the exercise by the
guaranteed lender or the borrower of an option included in the loan guarantee contract.

Obligationsfor thesubsidy cost will berecorded against budget authority intheprogram account whentheloan
guarantee commitment is made. The subsidy will be paid to the guaranteed loan financing account when the
loan is disbursed by the private lender. (See section 85.4 and the OMB Credit Subsidy Calculator and
accompanying documentation for information about estimating the subsidy.)

(n) Modification means a Government action that (1) differsfrom actions assumed in the basdine estimate of
cash flows and (2) changes the estimated cost of an outstanding direct loan (or direct loan obligation) or an
outstanding |oan guarantee (or |oan guarantee commitment). The modification may befor asingleloanor loan
guarantee as well as a group; it may be any size; it may affect pre-1992 direct loans and loan guarantees or
post-1991 direct loans or loan guarantees. New legislationthat altersthebasdine cash flow estimatefor aloan
or group of loans always results in a modification.

A Government action may changethecost directly by altering theterms of existing contracts, sallingloan assets
(with or without recourse) or converting guaranteed loans to direct loans by purchasing them from a private
lender. It also may changethe cost indirectly by legislatively changing the way in which a portfolio of direct
loans or guaranteed loans is administered. Examples of changes in the terms of existing loan contracts are
forgiveness, forbearance, interest rate reductions, extensions of maturity, and prepayments without penalty.
Examples of changes in loan administration are new methods of debt collection, such as using tax refunds to
repay loans and restrictions on debt collections. If the baseline cost estimate does not assume an action, and
the cost would be increased or decreased as aresult of that action, the action is a modification.

M odifications do not include a Government action that is assumed in the baseline cost estimate, aslong asthe
assumption is documented and has been approved by OMB. For example, modifications would not include
routine administrativeworkouts (see section 85.3(v)) of troubledloans or loansinimminent default. They also
would not include a borrower's or the Government's exercise of an option that is permitted within the terms of
an existing contract, such as a borrower prepaying theloan. The basdine subsidy estimate must include all
anticipated actions by the Government, lenders, and borrowersthat are permissible under current law and that
affect the cash flow. If later the cost estimate of an action by the borrower, lender, or the Government differs
from what is anticipated in the documented baseline subsidy estimate, then the differencein cost is included
in areestimate.

M odificationsdo not include additional disbursementsto borrowersthat increasetheamount of an outstanding
direct loan or an outstanding loan guarantee. These are treated as new direct loans or loan guarantees in the
amount of the additional disbursement.

There are situations where it is not clear whether a Government action constitutes a modification or a
reestimate. Thesesituations should bejudged on a case-by-casebasisby OM B in consultation withtheagency.
They could include actions by the Government that are not addressed in existing contracts, management
changes that are within an agency's existing specific authority for the loan program, and broad changes in
agency policy (e.g., loan salepalicy). Ingeneral, if the possibility of the action was explicitly included in the
cash flows for the basdline subsidy estimate, and this can be documented, it would most likely be areestimate.
If not, it would most likely be a modification.
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M odifications produce a one-time changein the subsidy cost of outstanding direct loans and |oan guarantees.
The effect of the Government action on the subsidy cost of direct loan obligations and loan guarantee
commitments made after the date of the modification, if thereis any effect, is not a modification. Instead, the
effectsareincorporated in theinitial cost estimates for subsequent direct loan obligations and loan guarantee
commitments.

(o) Madification cost means the difference between the estimate of the net present value of theremaining cash
flows assumed for the direct loan or loan guarantee contract before and after the modification. The estimate
of the remaining cash flows before the modification must be the same as assumed in the basdline for the most
recent President's budget. The estimate of the remaining cash flows after the modification must be the pre-
modification cash flows adjusted soldly to reflect the effects of the modification.

An outstanding direct loan (or direct loan obligation) or loan guarantee (or loan guarantee commitment) can
not be modified in a manner that increases its cost, unless budget authority for the additional cost has been
providedinadvanceinanappropriationsact. If themodificationismandatedinlegislation, thelegislationitsef
provides the budget authority to incur a subsidy cost obligation (whether explicitly stated or not).

Budget authority, an obligation, and an outlay will be recorded in the year in which the legislation is enacted
or theadministrative discretion is exercised, or inthe case of appropriations acts enacted beforethefiscal year
to which they apply, the year for which appropriations are provided.

When post-1991 direct loans or loan guarantees are modified, a modification adjustment transfer between the
financing account and the general fund must also becalculated. When pre-1992 direct loans or |oan guarantees
are modified, a transfer must be made between the liquidating account and financing account. These
calculations and the budgetary treatment are explained in section 85.6.

(p) Negative subsidies mean subsidy costs that are less than zero. They occur if the present value of cash
inflowsto the Government exceedsthe present value of cash outflows. 1nsuch cases, appropriations bills must
still provide specific authority before direct loans or loan guarantees can be made.

When adirect loan obligation or aloan guarantee commitment is made that has a negative subsidy, an amount
equal to the negative subsidy will be obligated in the financing account. T he financing account will pay the
negative subsidy to the negative subsidy receipt account (or to the program account in the case of a mandatory
program) when the loan is disbursed. The collections are recorded as offsetting receipts or offsetting
collections, and they offset the agency's budget authority and outlays. The accounting for negative subsidies
is discussed in (q) below.

(q) Negative subsidy receipt accounts mean budget accounts for the receipt of amounts paid from the
financing account when there is a negative subsidy for the original estimate or a downward reestimate (see
section 85.3(p) and (t)). In most cases, the receipt account is a general fund receipt account and amounts are
not earmarked for the credit program. They are available for appropriation only in the sense that all general
fund receipts are available for appropriation.

At thediscretion of the OM B representativewith primary responsibility for theprogram, aspecial fund receipt
account may instead be established for the purpose of earmarking thereceiptsfor appropriation totheprogram
(in which case a special fund expenditure account also will be established and merged with the program
account). If the program is a discretionary program, these receipts are available for obligation only to the
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extent provided in annual appropriations acts. For mandatory programs, the receipts are permanently
appropriated for subsidy costs but usually areavailablefor administrative expenses only to theextent provided
inannual appropriations acts. For mandatory programs, negative subsidies and downward reestimates may
be credited directly to the program account as offsetting collections from non-Federal sources.

Obligations may not be incurred against appropriations of the receipts until they have been credited to the
receipt account. Because negative subsidy receipts are not credited to the reca pt account until the underlying
direct loan or guaranteed loan is disbursed, they might not become available in time to fund expenditures in
atimey manner. Such situations might require an appropriation from the general fund to permit obligations
to be made until receipts are available for obligation.

(r) Net proceeds mean the amounts paid by the purchasers less all sdler transaction costs (such as
underwriting, rating agency, legal, financial advisory, and duediligencefees) that arepaid out of thegrosssales
proceeds rather than paid as direct obligations by the agency. The net proceeds from the sale of an equity
partnership are the same as defined above plus an estimate of the net present value of future cash inflows to
the Government from the sale.

(s) Program account means a budget account that receives and obligates appropriations to cover the subsidy
cost of a direct loan or loan guarantee and disburses the subsidy cost to the financing account. Program
accounts usually recelve a separate appropriation for administrative expenses.

(t) Reestimates mean revisions of the subsidy cost estimate of a cohort (or risk category) based on information
about the actual performance and/or estimated changes in future cash flows of the cohort. Reestimates must
bemadeimmediately after theend of each fiscal year, aslong as any loansin the cohort are outstanding, unless
adifferent planisapproved by OMB (seesection 85.5). Anupward reestimateindicatesthat insufficient funds
had been paid to the financing account, so the increase (plus interest on reestimates, as described in section
85.5(b)) is paid from the program account to the financing account to make it whole. Permanent indefinite
budget authority isavailablefor this purpose pursuant to section 504(f) of the FCRA. A downward reestimate
indicatesthat too much subsidy had been paid to thefinancing account. For discretionary programs, theexcess
(plus interest, as above) is disbursed to a negative subsidy receipt account. For mandatory programs, the
excess (plus interest, as above) may be credited directly to the program account as offsetting collections or to
a negative subsidy receipt account.

(u) Risk categories mean subdivisions of a cohort of direct loans or loan guarantees into groups that are
relatively homogeneous in cost, given the facts known at the time of obligation or commitment. They are
devel oped by agenciesin consultation with the OM B representative with primary budget responsibility for the
credit account. The number will depend on the size of the difference in subsidy cost between categories and
the ability to predict it statistically based on facts known at origination.

Risk categories will group all direct loans or loan guarantees within a cohort that share characteristics
predictive of defaults and other costs. They may be defined by characteristics or combinations of
characteristics of theloan, theproject financed, and/or theborrower. Examplesof characteristicsor indicators
that may predict cost include:

 Theloan-to-valueratio;
* Therdationship between the loan interest rate and rdevant market rates;
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* Typeof school attended for education loans;
*  Country risk categories for international loans; and
* Various asset or income ratios.

Statistical evidence must be presented, based on historical analysis of program data.or comparablecredit data,
concerning the likely costs of defaults, other deviations from contract, or other costs that are expected to be
associated with the loans in that category.

(v) Work-outsmean plansthat offer options short of default or foreclosurefor resolving troubled loansor loans
inimminent default, such as deferring or forgiving principal or interest, reducing the borrower's interest rate,
extending the loan maturity, or postponing collection action. Work-outs are expected to minimize the cost to
the Government of resolving troubled loans or loansin imminent default. They should only be utilized if it is
likely that the borrower will be able to repay under the terms of the work-out and if the cost of the work-out
is less than the cost of default or foreclosure. For post-1991 direct loans and loan guarantees, the expected
effects of work-outs on cash flow are included in the original estimate of the subsidy cost. Therefore, to the
extent that the effects of work-outs on cash flow are the same as originally estimated, they do not alter the
subsidy cost. If theeffectson cashflow aremoreor lessthantheoriginal estimate, thedifferencesareincluded
in reestimates of the subsidy and are not a modification.

85.4 Calculating the subsidy estimate.
(8 General.

You are required to provide subsidy estimates for both Presidential policy and the basdine for all budget
accountsthat havepost-1991 direct loan obligations or |oan guarantee commitments or that have modifications
of pre-1992 direct loan or loan guarantee contracts. The subsidy estimates must be made for each risk
category. Under section 503(a) of the FCRA, OMB has the final responsibility for determining subsidy
estimates, in consultation with the agencies.

Usethe OMB Credit Subsidy Calculator to discount all agency-generated estimates of cash flowsto and from
theGovernment. TheOMB Credit Subsidy Cal culator and documentation providean explanation and example
of the discounting method and how the subsidy rate is calculated. All agencies must use the OMB Credit
Subsidy Calculator and discount ratesto ensuregovernment-widecomparability and uniformity of discounting.
These can be obtained from the OM B representative with primary budget responsibility for thecredit account.

Direct loan and loan guarantee subsidy costs are defined in sections 85.3(f) and (m). The subsidy cost isthe
estimated long-term cost to the Government of direct loans or |oan guarantees calculated on anet present value
basis, excluding administrative costs. For budget formulation (and execution), subsidy estimates are to be
based on the economic and technical assumptions underlying the President's budget that is submitted for the
fiscal year in which the funds will be obligated. For CY, this means using the economic and technical
assumptions underlying the BY subsidy estimates contained in the President's budget for the previous year
(adjusted for changes in terms of the contract or legislation enacted since the budget was transmitted; see
Circular No. A-34). For BY through BY +4, this means using the economic and technical assumptionsin the
President's budget that will be submitted for BY.
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For loans made, guaranteed or modifiedin FY 2001 and thereafter, the cash flow that is estimated for each year
(or other time period) is discounted using the interest rate on a marketable zero-coupon Treasury security with
the same maturity from the date of disbursement as that cash flow, regardless of the maturity of the loan; for
example, a cash flow expected to occur one year from the date of disbursement will be discounted at the one-
year zero-coupon Treasury rate. The discount rate assumptions for the budget will be provided by OMB in
afilefor use with the OMB Credit Subsidy Calculator.

(b) Presidential policy subsidy estimates.

For all programs (discretionary and mandatory), separate subsidy estimates must be made for CY and BY.
The stepsfor calculating the presidential policy estimates of subsidy budget authority and outlays (including
negative subsidies) for a cohort (or risk category) of direct loans and loan guarantees are as follows:

* Sepl. Estimate the cash flows to and from the Government for the cohort of direct loans or loan
guarantees obligated or committed in that year, for that year and each subsequent year for thelife of
the direct or guaranteed loan. If you have not finalized the requested amount of obligations or
commitments, you may useany amount to cal culate the subsidy estimate aslong as the cash flowsyou
have developed are based on that same amount. Discount these cash flows to the point of loan
disbursement using the OMB Credit Subsidy Calculator. The difference between the present value
of the cash outflows and inflows is the total subsidy (i.e., the subsidy cost) for the obligations or
commitments made in that year.

* Sep 2. Calculate the subsidy rate for the cohort by dividing the subsidy cost by the direct loan
obligations or loan guarantee commitments made in that year. For this purpose, the loan guarantee
commitment is the full principal amount, not just the portion guaranteed by the Government.

*  Sep3. Whentherequested amount of direct |oan obligations or |oan guarantee commitments has been
finalized, multiply the subsidy rate by the direct loan obligations or |oan guarantee commitments to
calculatebudget authority (or offsetting receipts, in thecaseof negativesubsidies) for thesubsidy cost.

* Sep4. Subsidy outlaysfor eachfiscal year areequal to thesubsidy cost for all loans disbursed in that
year, whether the loans or guarantees were obligated or committed in that year or in prior years.

(c) Baseline subsidy estimates.

The steps for calculating the basdline estimates of subsidy budget authority and outlays (including negative
subsidies) for a cohort (or risk category) of direct loans and loan guarantees are as follows:

* Sepl. For discretionary programs, inflate the subsidy budget authority enacted for CY (the base
year) to calculate the subsidy budget authority for BY through BY+4. The inflator is the annual
adjustment factor for non-pay costs (the gross domestic product chain-type price index) provided in
the economic assumptions for the President's budget that will be submitted for BY'.

* Sep 2. For mandatory programs, first calculate the subsidy rate as described above under

“presidential policy estimates,” excluding the effects of any legislative proposals. Then multiply the
subsidy rate by the basdine estimate of demand for loans to calculate the subsidy BA.
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* Sep3. For any programs with negative subsidies, first calculate the subsidy rate as described above
under “ presidential policy estimates,” excluding theeffectsof any legislativeproposals. Thenmultiply
the subsidy rate by the baseline estimate of demand for loans, constrained by the estimated limitation,
to calculate the amount of offsetting receipts. The limitation should be estimated by inflating the CY
enacted limitation using the annual adjustment factor for non-pay costs (the gross domestic product
chain-type price index) provided in the economic assumptions for the President's budget that will be
submitted for BY.

* Sep4. Subsidy outlaysfor eachfiscal year areequal to thesubsidy cost for all loans disbursed in that
year, whether the loans or guarantees were obligated or committed in that year or in prior years. For
CY only, the total also includes outlays for reestimates and interest on reestimates. First calculate
outlays expected from disbursements of loans obligated or committed in prior fiscal years; for
example, the subsidy cost of a direct loan obligated in CY that disburses equally over 2 years will
outlay 50 percent in the first year (CY) and 50 percent in the second year (BY). Then add outlays
from disbursements of loans obligated or committed in that year. For CY only, you should also add
outlays for reestimates and (although it is not part of the subsidy as such) add outlays for interest on
reestimates.

85.5 Calculating reestimates.
(8 General.

Subsidy reestimates are made on direct |oans and |oan guarantees that have been disbursed. They arerecorded
inthe current year column of the budget. (For example, the subsidy for direct or guaranteed loans disbursed
during 1999 would be reestimated during 2000 and would be recorded in the 2000 column of the FY 2001
Budget.) A closing reestimate should be made once all theloansin the cohort have been repaid or written off.

Two different types of reestimates are made:

»  For differences between interest rate assumptions at the time of formulation (the same assumption is
used at the time of obligation or commitment) and the actual interest rate(s) for the year(s) of
disbursement; and

*  For changes in technical assumptions.

Interest rate reestimates of the subsidy cost of a cohort of direct loans or |oan guarantees must be made when
acohort has substantially disbursed (i.e., when at least 90 percent of the direct loans or guaranteed |oans have
been disbursed). The computation should be made after the close of thefiscal year in which this criterionis
met, unlessalater timewithinthe samefiscal year isapproved by the OMB representativewith primary budget
responsibility for the credit account. Y ou may calculate interest rate reestimates more frequently than under
this requirement, including a final interest rate reestimate when the cohort has fully disbursed. If you decide
to do so, consult with the OMB representative with primary responsibility for the account.

An interest rate reestimate will be made to adjust the subsidy estimate for the difference between the interest

rates estimated at the time of formulation (the same assumptions are used at the time of obligation or
commitment) and the actual interest rate(s) prevailing during theyear(s) of disbursement. To calculatethesize
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of this effect, all other assumptions (disbursement rates, default rates, etc.) must beidentical to those used to
calculatetheoriginal subsidy estimate. For thoseprogramswithvariableinterest rate supplementstothelender
or with variable interest rates charged to the borrower, the original cash flow projections are adjusted to
incorporate the actual interest rate(s) prevailing during the year(s) of disbursement and are subsequently
adjusted after the end of each year so long as the loans are outstanding.

Technical reestimates of the subsidy cost of a cohort of direct loans or loan guarantees must be made after the
close of each fiscal year aslong as the loans are outstanding, unless a different plan is approved by the OMB
representative with primary budget responsibility for the credit account. The different plan might be with
regard to thetimewhen reestimates are made within theyear or thefrequency of reestimates. If theplan allows
reestimates to be made less frequently than every year, it should require reestimates to be made for any year
when any one of the following four conditions is met:

(1) Based on periodic schedules established in coordination with OMB, consistent with the unique
attributes of each program(e.g., initially every two years after the cohort has been substantially disbursed,
then every five years);

(2) Whenamajor changein actual versus projected activity is detected (e.g., alargeloan goesinto default
or prepays substantially earlier than expected);

(3) When a material difference is detected through monitoring triggers developed in coordination with
OMB. Thetriggerswould focus on major data dements (e.g., total projected versus total actual cohort
collections) rather than in-depth individual cohort analysis. Agencies should focus on a few major loan
elements recognizing there are different key eements applicable to each program and different reporting
problems; and

(4) When a cohort is being closed out.

Technical reestimatesaremadefor all changesinassumptions other than interest rates. Thistypeof reestimate
compares the subsidy estimate that already includes any reestimate for actual interest rates with a reestimated
subsidy using updated technical information (for defaults, fees, recoveries, etc.) aswell asactual interest rates.

The purpose of technical reestimates is to adjust the subsidy estimate for differences between the original
projection of cash flows (as estimated at obligation) and theamount and timing of cash flowsthat are expected
based on actual experience, new forecasts about future economic conditions, and other events and
improvements in the methods used to estimate future cash flows. Because actual cash flows are experienced
every year and the ability to forecast future years also changes, this reestimate must be done after the end of
every fiscal year aslong as any loans are outstanding (except as provided above).

Reestimates must be made separately for each cohort. If a cohort is divided into risk categories, each risk
category within a cohort must be reestimated separately. The reestimate will then be compared with the
previous estimate. For this purpose, all details of the previous subsidy estimates by risk category should be
retained in program records.

OMB Circular No. A-11 (1999) 293



SECTION 85 -- FEDERAL CREDIT

For bothinterest rateand technical reestimates, you should record reestimatesin thebudget whenever they have
been madefor thefinancial statements even if they are not otherwise required for the budget under the criteria
of this chapter (e.g., if interest rate reestimates are made before the cohort is substantially disbursed, or if
technical reestimates are made more often than under a plan OMB has approved). Whenever reestimates are
made less frequently than every year, the reestimate should cover cumulatively the entire period since the last
resstimate.

(b) Calculating interest on reestimates.

Interest onreestimatesistheamount of interest that would have been earned or paid by each cohort on thetotal
reestimate, if that reestimate had been included aspart of theoriginal subsidy estimate. 1t ispaid ontheamount
of the reestimate by the program account (for upward reestimates) or the financing account (for downward
reestimates). The purposeisto put the financing account in the same position as if the subsidy cost had been
estimated in the first place using the information that is incorporated in the reestimate. The interest rate to
calculate the interest on reestimates is the same rate that is used to discount cash flows for the cohort.

Interest on reestimates is calculated automatically by the OMB subsidy reestimate worksheet. To calculate
theinterest on the reestimate:

* Sepl. Caculatethe percentagepoint difference between thereestimated subsidy rateand theoriginal
subsidy rate used at the time of obligation.

» Sep 2. For each year in which loans were disbursed, multiply the dollar value of actual loan
disbursements by the percentage point difference calculated in step 1. These amounts are the total
subsidy reestimates for each year.

* Sep 3. Calculate the weighted average disbursement interest rate for the cohort. For each year in
which loans were disbursed, multiply the dollar value of actual loan disbursements by the annual
interest rate for that year. Add theresults. Divide this amount by total loan disbursements to date.
Theresulting rate is used to calculate the interest on reestimates for the cohort.

* Sep4. Calculateinterest on reestimates for each of the annual amounts calculated in step 2, using
theweighted average disbursement interest ratecalculated in step 3. Theinterest is compounded from
the year of disbursement to the year for which the reestimate is made. 1n general, assume that the
subsidy reestimates would have been disbursed in equal amounts throughout the year, so calculate
interest on only half thereestimateintheyear it would havebeen disbursed. This calculation produces
the interest on reestimates for each year of disbursements.

» Sep 5. Add the interest on reestimates for each year of disbursement. This is the interest on
reestimates. These amounts will be recorded in the same way as the total subsidy reestimates except
that they will be recorded as “interest on reestimates of direct loan subsidy” or as “interest on
reestimates of loan guarantee subsidy.”
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(c) Calculating interest rate reestimates.

Use the following procedures to calculate interest rate reestimates, unless an alternative method has been
approved by OMB.

* Sepl. Startwiththeoriginal cashflows used to estimatethe subsidy at obligation (on arisk category
basis).

* Sep 2. Reestimate the subsidy rate. For programs that disburse fully in one year, use the actual
averageannual interest ratefor theyear inwhichtheloansweredisbursed. For programsthat disburse
over more than one year, calculate a weighted average discount rate based on actual annual interest
ratesfor each year in which loans have disbursed and the original disbursement assumptions. Usethis
discount rate to calculate a revised subsidy rate for the entire cohort.

* Sep 3. Calculate the percentage point difference between this revised subsidy rate and the subsidy
rate estimated at the time of obligation.

* Sep 4. Multiply the dollar value of actual loan disbursements to date by the percentage point
differenceinthesubsidy rates. Theproduct isthecumulativeinterest ratereestimate. Deduct previous
interest ratereestimates (if any) to derivethe additional interest subsidy reestimatefor the current year
(see (e) below).

The instructions accompanying the OMB subsidy reestimate worksheet provide additional instructions for
calculating interest rate reestimates.

(d) Calculating technical reestimates.

Usethefollowing proceduresto cal culatetechnical reestimates, unlessan aternativemethod has been approved
by OMB.

* Sepl. Reestimate the subsidy percentage for each risk category based on actual cash flows to the
date of reestimate and updated expectations of ddinquencies, defaults, fees, recoveries, and other
technical conditions (using the same interest rates used for the latest interest rate reestimate, if
applicable).

* Sep2. Calculate the percentage point difference between this revised subsidy rate and the subsidy
rate used at the time of obligation, or, if applicable, the revised subsidy rate calculated in the most
recent interest rate reestimate.

* Sep 3. Multiply the dollar value of actual loan disbursements to date by the percentage point
difference in subsidy rates that was calculated in step 2. The product is the technical reestimate.

Theamount calculated in step 3 isthe cumulative technical reestimate. Deduct previous reestimatesto derive
the additional subsidy reestimate for the current year (see (e) below).

The instructions accompanying the OMB subsidy reestimate worksheet provide additional instructions for
estimating technical reestimates.

OMB Circular No. A-11 (1999) 295



SECTION 85 -- FEDERAL CREDIT

(e) Calculating the total reestimate.

Thetotal reestimateis the sum of theinterest rate reestimate, if any, and the additional technical reestimatefor
the current year. To calculate the total reestimate:

* Sepl. Addthecumulativeinterest rate reestimate and the cumulativetechnical reestimate calculated
in (c) and (d) above.

* Sep 2. Subtract all reestimates (not including interest on reestimates) that have been recorded in
previous budgets and outlays which have been apportioned for credit modifications, as defined by
Section 85.3(n). This remainder is thetotal reestimate for the current year.

(f) Reestimate increases/decreases.

All increases or decreases in subsidy cost for different risk categories within the same cohort will be netted
against each other; that is, risk categories which requireincreased subsidies may first draw on the excessfrom
any risk categories within the cohort where the reestimate shows a subsidy decrease. No such netting may
occur between cohorts.

If thereestimateindicates a net increase in the subsidy cost of the cohort as a whole since the last estimate or
reestimate, an obligation in the amount of the net increase (plus interest) must be recorded against permanent
indefinite budget authority availableto the program account for this purpose. Theaobligation must berecorded
separately in the program and financing schedule as “ reestimates of direct loan subsidy” or as* reestimates of
loan guarantee subsidy” (and as “interest on reestimates of direct loan subsidy” or as*interest on reestimates
of loan guarantee subsidy”), so that it can be distinguished from obligations for the subsidy cost of new loans
and loan guarantees. An equal amount of outlays from the program account to the financing account will be
recorded when the reestimate is made. Theinterest rateto calculate theinterest on upward reestimatesis the
same rate that is used to discount cash flows for the cohort.

When outlays for reestimates are recorded in the credit program account, an equal amount of offsetting
collections will be recorded in the appropriate risk categories in the financing account. In the case of direct
loans, the offsetting collections from the program account, together with repayments from borrowers, will be
used to pay interest and repay principal on borrowing from Treasury and for other expenses. In the case of
loan guarantees, the offsetting collections will be retained as unobligated balances, together with the
unobligated balances of theoriginal subsidy payment, fees, and interest, until needed to pay default claimsand
other expenses. Any unused balances of collections dueto thereestimate will earn interest at the samerate as
is paid on other funds held by the financing account for the same cohort.

If thereestimate indicates a net decrease in the subsidy cost of the cohort as awhole sincethelast estimate or
reestimate, thereis a downward reestimate. To keep the correct amount of balances in the financing account,
an obligation and a financing disbursement in the amount of the net decrease (plus interest on the reestimate)
must be recorded in the financing account. In the case of direct loans, the obligation will be financed with
authority to borrow from the Treasury. In the case of loan guarantees, the obligation will be financed with
unobligated balances. The obligation will be recorded in the program and financing schedule as “ payment of
downward reestimates” (and as* interest on downward reestimates’). Theinterest rateto calculatetheinterest
on downward reestimates is the same rate that is used to discount cash flows for the cohort.

296 OMB Circular No. A-11 (1999)



SECTION 85 -- FEDERAL CREDIT

Asageneral rule, the financing disbursement for a downward reestimate (plus interest on the reestimate) will
be made from the financing account to a general fund receipt account (a negative subsidy account) established
for each credit program. Thereceptswill berecorded as offsetting receipts, which will offset thetotal budget
authority and outlays of the agency and the budget subfunction of the program.

At thediscretion of the OM B representativewith primary responsibility for theprogram, aspecial fund receipt
account may instead be established. For mandatory programs, downward reestimates (and interest on
reestimates) may be credited directly to the program account as offsetting collections.

If a special fund receipt account is used for the credit program and already exists, the downward reestimates
and interest on reestimates will be recorded in a subaccount rather than a new special fund receipt account.
MAX schedule N is required for these special funds (see section 86). When a special fund receipt account is
used, the receipts from downward reestimates and interest on reestimates, like those from negative subsidies,
areonly availablefor obligationto theextent provided in advancein appropriations acts (except for mandatory
programs, where they are immediately available for obligation). The normal provisions still apply:
discretionary appropriations are required for discretionary subsidy costs, modifications, and administrative
costs; mandatory appropriations are available for upward reestimates and mandatory programs.

If the disbursement of reestimates and interest on reestimates is made directly from the financing account to
the program account in a mandatory program, it is immediately available for obligation.

(g) Closing reestimates.

Agencies will make a closing technical reestimate once all of the loans in a cohort have been either repaid or
written off. This reestimate will be based on actual accounting systems data and will be used in closing the
accounting books for the cohort. All the procedures are applied that are described above for the technical
reestimate and interest on reestimates. Closing entries will be made in the accounting records.

Theincreases or decreases in subsidy cost for different risk categories within the same cohort will be netted
against each other; that is, risk categories which requireincreased subsidies may first draw on the excessfrom
any risk categories within the cohort where the reestimate shows a subsidy decrease. No such netting may
occur between cohorts.

85.6 Calculating and recording modifications.

When a direct loan or loan guarantee is modified, directly or indirectly, the subsidy cost of the modification
must be calculated. The subsidy cost calculation will indicate whether the Government action changes the
subsidy cost. If thereisno changein cost, therewill be no budgetary effect, and nothing needs to be recorded
inthe budget. If the modification will increase or decrease the cost, the budgetary effect must be recorded as
described under modification cost increases/decreases below. Additional transfers to or from the financing
account will be required, with the type of transfer depending on whether the modification affects pre-1992 or
post-1991 direct loans and loan guarantees. These additional transfers are described in separate subsections
bedow. Theserequirementsapply toall modifications, bothto pre-1992 and to post-1991 direct loans (or direct
loan abligations) and loan guarantees (or loan guarantee commitments). Thecalculationsareexplained below.
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The subsidy cost of the modification is the difference between the estimate of the net present value of the
remaining cash flows assumed for thedirect loan or loan guarantee contract before and after the modification.
The estimate of remaining cash flows before modification must be the same as assumed in the basdinefor the
most recent President’s budget. The estimate of remaining cash flows after modification must be the pre-
modification cash flows adjusted soldly to reflect the effects of the modification.

(a) Estimating the modification subsidy cost.

The subsidy cost is calculated as follows (where cash flows to the Government have negative signs and cash
flows from the Government have positive signs):

» Sepl. Estimate the remaining cash flows expected just before the modification under the loan
contract terms assumed in the baseline of the most recent budget submitted to Congress. These
estimates must assume the same deviations (defaults, ddinquencies, etc.) from contract terms as
assumed for the risk category in which theloan is classified.

* Sep2. Discount the cash flows estimated in step 1 to thetime of the modification using the discount
rates assumed in the economic assumptions for the most recent President’s budget when the loan is
modified. The remaining cash flow for each year (or other time period) of the loan that is being
modified should be discounted using the interest rate on a marketable zero-coupon Treasury security
with the same maturity from the date of modification (not from the date of the original maturity) as
that cash flow.

* Sep 3. Estimate the cash flows expected under the modified contract terms. For cash flows
unaffected by themodified contract terms, these estimates must assume the same deviations (defaults,
ddinquencies, etc.) from contract termsasassumed for therisk category inwhichtheloanisclassified.

* Sep 4. Discount the cash flows estimated in step 3 to the time of the modification using the same
discount ratesthat areusedin step 2. 1f aloan asset is sold, theamount in this step (minus appropriate
administrative costs) equals the net proceeds from the sale.

* Sep5. Subtract theamount calculated in step 2 from the amount calculated in step 4 to produce the
estimated subsidy cost resulting from the modification.

The results of this calculation will be positive, negative, or zero. A positive estimate indicates that the
Government will incur an additional subsidy cost because of the modification. A negative estimate indicates
that the Government isachieving somesavings. A zero estimateindicatesthat the modification will not change
the subsidy cost.

(1) Costincreases. M odifications may be made only to the extent that budget authority for the additional
cost has been provided in advance in an appropriations act and is available in the program account. At
thetimethat a modification is made, an obligation in the amount of the estimated increasein subsidy cost
will be recorded against budget authority in the program account. At the same time, an outlay in the
amount of theincreasein the subsidy cost will be madefrom the program account to the appropriate direct
loan or guaranteed |oan financing account. Simultaneously, an equal amount of offsetting collections will
be recorded in the financing account (line 83800).
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In the case of direct |oans, the offsetting collections in the financing account will be credited to the cohort
and risk category of the modified loan and will be used to pay interest and to repay debt owed to Treasury
and for other expenses. In the case of loan guarantees, the offsetting collections will be credited to the
cohort and risk category of the modified loan guarantee and will be retained as unobligated balances until
needed to pay default claimsand other expenses. Theadditional balances dueto the modificationwill earn
interest at the samerate asis paid on other funds held by the financing account for the same cohort.

(2) Cost decreases. At thetimethat a modification is made, an obligation in the amount of the estimated
decreasein subsidy cost will berecorded inthefinancing account. Inthecaseof adirect loan modification,
the abligation will be recorded against authority to borrow from the Treasury. In the case of a loan
guarantee, the obligation will be recorded against unobligated balances for the cohort, or if unobligated
balances areinsufficient, against authority to borrow. At the sametime, thefinancing account will record
an equal disbursement to the negative subsidy receipt account established for each credit program.

(b) Additional financing account transfersfor modifications of post-1991 direct |oans and loan guarantees.

When apost-1991 direct |loan or loan guarantee is modified, a modification adjustment transfer must be made
between the financing account and the general fund. The modification adjustment transfer adjusts for the
disconnect between theinterest rate used to calcul ate the cost of the modification and theinterest rate at which
the cohort pays or earns interest. The discount rates used to calculate the cost of the modification are the
interest ratesin the economic assumptions for the most recent President's budget when the direct loan or loan
guaranteeis modified. 1n contrast, the cohort borrows or earnsinterest at the rate applicable when the direct
loan or guaranteed loanwas disbursed. Therefore, if theonly transfer made between thefinancing account and
the general fund was for the change in the subsidy cost, the resources of the financing account would be out
of balance. Either it would havetoo much or too littleresourcesto pay its claimsto thepublic or repay its debt
to the Treasury.

This imbalance is diminated by a modification adjustment transfer between the financing account and the
general fund. Thetransfer isnot an outlay or an offsetting collection, because it does not represent a cost to
the Government of theloan or theguarantee. Instead, it isafacilitating adjustment that makesthepresent value
of the assets and liabilities held by the financing account come out even.

Themodification adjustment transfer isthedifference between the present value of theestimated changein cash
flows due to the modification, calculated using the discount rates applicable when the direct loan or loan
guarantee is modified, and the present value of the estimated change in cash flows due to the modification,
calculated using the discount rates applicable when the direct loan or guaranteed loan was disbursed. This
transfer isin addition to the transactions described above. Specifically, it iscalculated in thefollowing further

steps:

* Sep 6. Takethe differencein cash flows due to the modification. This is the amount calculated in
step 1 above minus the amount calculated in step 3 above.

* Sep7. Calculatethe present value of this difference using the interest rate at which the cohort pays
or earns interest.
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* Sep 8. Subtract the step 5 amount from the step 7 amount. This difference is the modification
adjustment transfer.

The effects of the modification adjustment transfer on the program and financing schedule of a financing
account are summarized beow. They distinguish between a loan guarantee and a direct loan and between
which present value of the modified cash flow ishigher: the estimate using the current discount rates (i.e., the
discount rates in the economic assumptions for the most recent President's budget when the direct loan or loan
guaranteeis modified) or using theoriginal discount rates(i.e., thediscount rate when thedirect or guaranteed
loan was disbursed). Depending on which present valueis higher, the transfer is made from the general fund
to the financing account or from the financing account to the general fund.

If the cost of the modificationis morewhen calculated at the current discount ratesthan at theoriginal discount
rates, the financing account would be over compensated by the subsidy payment for the modification.
Therefore, the financing account makes a modification adjustment transfer to the general fund. Thistransfer
is recorded on line 6827, “ Capital transfer to general fund.” The transfer produces the accompanying
transactions with Treasury:

» If aloan guaranteeis modified, the financing account's offsetting collection for the modification cost
increases the unobligated balance (line 2440). The capital transfer to the general fund reduces the
amount by which the unobligated balance is increased. (The amount of the increase shown on line
2440 is net of the capital transfer). Subsequent interest earnings on the addition to the balance are
lower than they would have been without the capital transfer.

» If adirect loan is modified, the financing account's offsetting collection for the modification cost is
used to reduce debt owed to Treasury (line 6847, “ Portion applied to debt reduction”). The capital
transfer reduces the amount by which the debt isreduced. (The amount of theincrease shown online
6847 is net of the capital transfer.) Subsequent interest paid to Treasury is higher than it would have
been without the capital transfer.

*  Thegeneral fund will collect the modification adjustment transfer in anon-budgetary capital transfer
receipt account. There will be one receipt account to collect the modification adjustment transfers
from al financing accounts.

If the cost of the modification is less when calculated at the current discount rates than at the original discount
rates, the financing account would be under compensated by the subsidy payment for the modification.
Therefore, the financing account receives a modification adjustment transfer from the general fund, which is
recorded in the financing account as a permanent indefinite appropriation (line 6005, “ Appropriation
(indefinite)”). Thistransfer produces the accompanying transactions with Treasury:

» If aloan guaranteeis modified, the financing account's offsetting collection for the modification cost
increases the unobligated balance (line2440). Themodification adjustment transfer alsoincreasesthe
unobligated balance (line2440). Subsequent interest on uninvested fundsis higher than it would have
been without the modification adjustment transfer.

» If adirect loan is modified, the offsetting collection for the modification cost is used to reduce debt

owed to Treasury (line 6847, “ Portion applied to debt reduction”). The modification adjustment
transfer isalso used to reduce debt owed to Treasury (line 6047, “ Portion applied to debt reduction”).
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Subsequent interest paid to Treasury is lower than it would have been without the modification
adjustment transfer.

(c) Additional financing account transfersfor modifications of pre-1992 direct loans and |oan guarantees.

Pre-1992 direct loans and |oan guarantees areheld in liquidating accounts unless they aremodified. Whenthey
are modified, the cost of the modification is estimated and accounted for in the same way as maodifications of
post-1991 loans. In addition, there aretransactions between the liquidating account and the financing account
that must berecorded. Thetransactionsdiffer depending on whether the direct |oan asset or theloan guarantee
liability is transferred from the liquidating account to the financing account or continues to be held by the
liquidating account.

(1) Transfer of asset or liability to financing account. This approach should be used, unless the OMB
representative for the credit program approves using the alternative approach (described in (2) below).

At thetime of themodification, thedirect loan asset or loan guaranteeliability will betransferred fromthe
liquidating account to the financing account, and a one-time adjusting payment will be made between the
two accounts. The adjusting payment will equal the estimated net present value of the Government's
remaining cash flows expected just before the modification under the terms assumed in the basdine of the
most recent budget submitted to Congress. The remaining cash flow for each year (or other time period)
should be discounted using theinterest rate on a marketable zero-coupon Treasury security with the same
maturity from the date of disbursement as that cash flow, regardless of the maturity of theloan. This
amount is the result of the first two steps in estimating the subsidy cost of the modification.

In the case of a direct loan modification, the adjusting payment will be made from the financing account
to the liquidating account. The financing account, in effect, buys the loan from the liquidating account.
An abligation and a disbursement will be recorded in the financing account in the amount of the payment
when it is made. The obligation will be recorded on line 0802 in the financing account program and
financing schedule. Thefinancing account will useits collection of the subsidy payment fromthe program
account plus borrowing from Treasury to make the adjusting payment. The interest rate on the amount
borrowed from Treasury will bethe sameastherateused to calculate the present value of cash flowsunder
themodified contract. Collections from the direct |oan assets over their remaining life will be credited to
the financing account and used to pay interest and repay debt owed to Treasury. Theliquidating account
will record offsetting collections equal to the adjusting payment, which it will use to repay debt owed to
Treasury or transfer to the general fund as a capital transfer.

In the case of a loan guarantee modification, the adjusting payment will be made from the liquidating
account to thefinancing account. Theliquidating account, in effect, pays thefinancing account to assume
the loan guarantee liability. Unaobligated balances and permanent indefinite appropriations to the
liquidating account will be used to make the payment. Outlays will berecorded in theliquidating account
in the amount of the payment when it is made. The financing account will record an equal amount of
offsetting collections. These collectionswill be combined with the collection of the subsidy payment from
the program account and retained in the financing account as a reserve to pay default claims and other
expenses.
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(2) Asset retained by liquidating account. Subject to the approval of the OMB representative for the
credit program, this method can be used if a modification affects a large number of direct loans or loan
guarantees and it would be less complicated for the liquidating account to retain the assets or liabilities.

In the case of a modification that increases subsidy cost, the liquidating account will collect lessfromthe
public over timeif adirect loan has been modified and will pay moreto the public if aloan guarantee has
been modified. The financing account will collect a subsidy payment from the program account equal to
the present value of the changein cash flowsto the Government. The financing account will obligate and
disburse the same amount to the liquidating account to compensate it for the reduced asset or increased
liability. The liquidating account will record offsetting collections, which it will use to pay current
obligations or to repay debt. Any excess at the end of the year will be transferred to the general fund.
Since the program account's outlays for the subsidy payment will exactly equal the liquidating account's
collections from the financing account, there will be no net changein the surplus or deficit for that year.

In the case of modifications that decrease subsidy cost, the liquidating account will collect morefromthe
public over timeif a direct loan has been modified or pay less to the public if aloan guarantee has been
modified. The liquidating account will use permanent indefinite authority to make a payment to the
financing account equal to the present value of the change in cash flows in the liquidating account. The
financing account will record offsetting collections, which it will pay to the negative subsidy receipt
account for the credit program. Since the payment by the liquidating account and the negative subsidy
receipts will be equal, there will be no net change in the surplus or deficit for that year.

(d) Sngle cohort for modifications of pre-1992 direct loans or 1oan guarantees.

All modifications of pre-1992 direct loans and loan guarantees for a given program will be accounted for in
asingle direct loan cohort or a single loan guarantee cohort.

85.7 Saleof delinquent loan assets.

(8 General.

Beginningin FY 1999, credit agencieswith over $100 millioninloan assets are expected to sell ddinquent loan
assets that meet the criteriadescribed in (b). Thisappliesto loan assets held by both liquidating and financing
accounts. The cash flows used to calculate the basdline subsidy rates for existing cohorts should be adjusted
to reflect this policy, as should the cash flows used to estimate the subsidy rates for future cohorts.
M odifications of this policy that increasethe cost will haveto be covered by appropriations of subsidy budget
authority. Differences between the estimated and actual sale proceeds dueto market conditionswill betreated
as reestimates.

(b) Loan asset sale criteria.

L oan assetsthat are morethan one year delinquent should be sold, except for thefollowing categories of loans:

* Loansto foreign countries or entities;
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* Loansin structured forbearance, when conversion to repayment status is expected within 12 months
or after statutory requirements are met;

* Loansthat arewritten off as unenforceable due to death, disahility, or bankruptcy;

* Loansthat havebeen submitted to Treasury for offset and are expected to be extinguished within three
years; and

e Loansinadjudication or foreclosure.

Agenciesshould consult the OM B representativewith primary responsibility for theaccount to determinewhich
loan assets meet these criteria

(o) Justification for non-compliance.

If an agency can demonstrate that the present value of cash flows associated with continued Government
ownership of the loan assets would exceed the expected sale proceeds, the agency may not be required to sdll
theloan assats. Also, if thereis a serious conflict between sdling delinquent loan assets and Administration
policy for the program, and the agency can justify to the satisfaction of their OMB representative that the sale
policy cannot be reconciled with the program policy, the agency may not be required to sdl the loan assets.
Agencies should consult with the OMB representative with primary responsibility for the program if they
believe either of these tests would be met.

(d) Cost of loan asset sales.

If the cash flows for existing loans do not incorporate an explicit assumption about the sale of ddinquent loan
assets, the saleisamodification, whether theloan assets areheld by financing accounts or liquidating accounts.
Otherwise, the saleis part of the subsidy estimates for Presidential policy and the basdline, and differences
between the estimated and actual sale proceeds are a reestimate.

If thesaleisamodification, the cost would equal thedifference between the net sale proceeds and the estimated
value to the Government, on a present value basis, of continuing to own the loan asset (the “hold value’).

The modification cost of multiple sales with closing dates in the same fiscal year is the sum of the cost or
saving calculated for each sale of loans within the same cohort or risk category. Theclosing date of asaleis
the date on which the sdler and the buyer(s) close the transaction and title of the assets legally transfer to the
buyer(s). Therefore, for loans within the same cohort or risk category, a modification cost for one sale can be
offset by a modification saving for a different sale within the same fiscal year. For sales that include loans
from more than one cohort or risk category, a single modification cost or savingsisfirst calculated for all of
the loans sold, and the cost or savings is subdivided among each of the cohorts or risk categories.

L oan assets that are sold with recourse are treated as a combination of a salewithout recourse and a new loan
guarantee. The cost of the provision for recourseis estimated separately from the cost of theloan asset sale,
and thesubsidy for its cost, aswell asthe cost of theimplicit |oan salewithout recourse, must be appropriated
in advance of thesale. Saleswith recourse are not permitted except where they are specifically authorized by
Statute.
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If the Government takes an equity stake (or participation) in the cash flow of the sold assets, such as ajoint
venture or equity-held sale, the net sale proceeds equal the actual cash proceeds plus an estimate of the present
value of the proceeds from the Government's equity position, net of any transaction costs.

You may pay certain direct costs of loan asset sales from the gross proceeds of those sales. In general, the
guiddines for whether an expense should be paid from the administrative expense appropriation or from asset
sale proceeds are similar to thosefor determining whether an expense should be paid from the administrative
expense appropriation to the program account or from the financing account (see section 85.3(a)). Generally,
costs that may be paid from proceeds include:

e underwriting;

* rating agency;
* duediligence;
e legal; and

» transaction financial advisory fees.

These costs are part of the cash flows used to calculate net sale proceeds to determine the modification cost
of the sale (if the sale constitutes a modification) or to reestimate the subsidy cost on a cohort in which loan
assets have been sold (if the sale is not a modification).

The costs of Government personnd, travel, computer systems, etc. associated with the development and
execution of aloan asset sales program, as well as the cost of any contracts for asset sale program financial
advisory services, should be paid from the agency’ s administrative expense appropriation. Questions about
whether a specific cost should be paid from the administrative expense appropriation or sale proceeds should
be directed to OMB.
(e) OMB review of sales.
No sale may occur without the approval of the OMB examiner. After identifying loans that meet the criteria
describedin (b), agencies must develop aplanfor sdling theseloansin consultation with their OMB examiner.
Inaddition, at least 30 calendar days prior to the scheduled final bid day (the date on which abuyer may submit
abidtothesdler), theagency must submit for approval tothe OM B representativewith primary responsibility
for the program the following information:

*  Theexpected date of sale;

*  Adescription of theloansto be sold (including balances, business program under which theloanswere
originated, and current payment status);

*  Theestimated hold value, with relevant supporting documents and analysis,
* Theestimated net sale proceeds, with relevant supporting documents and analysis;
* Theestimated modification cost, whether positive, negative, or zero; and

* An evaluation of relevant previous asset sales, including the hold values, net sale proceeds, and
positive/negative subsidy generated from each, if applicable.
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Three weeks after the sale, an agency must advise the OMB examiner of the actual amount of the proceeds
realized from the sale and the actual amount of the transaction costs that were paid from the proceeds.

85.8 Summary of materialsand MAX data.

Each program making post-1991 direct loans or loan guarantees will have at least two and as many as five
types of accounts, even if the Administration is proposing to terminate the program:

A program account;

A financing account for direct loan obligations, if any;

A financing account for loan guarantee commitments, if any;

A negative subsidy receipt account for negative subsidies and downward reestimates, if any; and
A liquidating account for pre-1992 direct loans and loan guarantees, if any.

O0O0O0O0

Generally, the print materials and MAX schedules required for credit program, financing, liquidating, and
negative subsidy receipt accounts arelisted beow. Referencesto applicable A-11 sections are also provided.

SUMMARY OF REQUIREMENTS

Requirement Program Financing Liquidating Receipt
Appropriations language U
Narrative statement (section 97) U U U
Schedule P (PY-BY) (section 82) U U U
Schedule O (PY-BY) (section 83) U U
Schedule N (PY-BY)) (section 86) U
Schedule U (PY-BY) (section 85) U
Schedule A (PY-BY+9) (section 81) U U
Schedule S (CY-BY+9) (section 81) U 0]
Schedule C (PY-BY) (section 84) U U
Schedule H (PY-BY+4) (section 85) U
Schedule G (PY-BY +4) (section 85) 0]
Schedule R (PY-BY+9) (section 81) U
Schedule K (PY-BY +9) (section 81) 0]
Schedule Y (CY-BY +4) (section 85) 0]
Schedule F (PY-BY) (section 86) U U
Schedule E (PY-BY) (section 86) U
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Separate schedules are required for supplemental requests and proposed legislation items. These schedules
show the effect of the supplemental request or proposed legislation on the information presented in theregular
schedules for the program.

A written justification is required for all new credit programs or credit programs requiring reauthorization.
Thejustification must addresstheFederal credit policiesand guidelinescontainedin OMB Circular No. A-129.

85.9 Program accounts.

Program accounts are required for post-1991 direct loan obligations or loan guarantee commitments and for
modifications of pre-1992 direct loans and loan guarantees. They record budget authority, obligations, and
outlays for subsidy costs and the administrative expenses of a credit program (including administrative
expenses for pre-1992 direct loans and loan guarantees). In most cases, current, definite budget authority is
provided in appropriation actsfor subsidy payments (except for entitlements, which have permanent indefinite
budget authority) and administrative expenses. Permanent indefiniteauthority isavailablefor reestimates and
interest on reestimates.

(a8 Program and financing schedule (MAX schedule P).

Use the following line number scheme in the “ obligations by program activity” section of the program and
financing schedule (see exhibit 85A):

Line number Description

OBLIGATIONS BY PROGRAM ACTIVITY:

0001 Direct loan subsidy

0002 L oan guarantee subsidy

0003 Subsidy for modifications of direct loans

0004 Subsidy for modifications of loan guarantees
0005 Reestimates of direct loan subsidy

0006 Interest on reestimates of direct loan subsidy
0007 Reestimates of |oan guarantee subsidy

0008 Interest on reestimates of loan guarantee subsidy
0009 Administrative expenses

(b) Object classification (MAX schedule O).
Record all direct expensesintheappropriate object class. For administrativeexpensestransferredtoasalaries

and expenses account, use object class 25.3, * Purchases of goods and services from Government accounts.”
In the salaries and expenses account recaiving thetransfer, record reimbursable obligations for administrative
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expenses using a “2" as the first digit of the line number. (See section 83 for more information about the
classification of rembursable programs in the object class schedule)

() Loan levelsand subsidy (MAX schedule U).

Preparea scheduleof loan levels (seeexhibit 85B), subsidy budget authority, subsidy rate, and subsidy outlays
for each program account. These data are displayed by program or by program and risk category. Thetitles
of the stub entries can betailored to identify the program to which each entry belongs. Notethat some entries
arereported by cohort while others arereported for combined cohorts. Thedata on outlaysfor each fiscal year
will refer to the subsidy outlays for the entire program or risk category in that fiscal year, whether the loans
wereobligated or committed inthat year or prior years, and reestimates. Consequently, dataon subsidy outlays
will not equal theamount of subsidy outlays that could be calculated using the data on loan levels and subsidy
rates. Although no outyear data are collected in schedule U, you may be required to provide outyear data by
your OMB representative.

Usetheentriesin thefollowing tableto prepare schedule U. MAX will automatically generatetheline entries
indicated in boldface.

DATA REQUIREMENTSFOR MAX SCHEDULE U

Entry Description

DIRECT LOAN LEVELS Report lines 1150-1339 by cohort.
SUPPORTABLE BY SUBSIDY
BUDGET AUTHORITY:

1150 Direct loan levels Equals the amount of direct loans that can be obligated with the
amount of new subsidy budget authority requested or provided in
that year. Include loan volume reestimates, if any, in PY. Do not
include proceeds from asset sales. Do not report the unused portion
of multi-year loan limitations that are carried forward. In the CY
and PY, loan levels do not have to equal enacted loan limitations,
as Congress may enact limitations that are not achievable with the
subsidy budget authority provided. However, inthe BY, loan levels
supportable by the subsidy requested must equal the direct loan
limitation. For discretionary programs, direct loan limitations are
also reported in MAX schedule A in program accounts on line 7007
and in MAX schedule G in direct loan financing accounts on line
1111. For mandatory programs, only line 1131 in MAX schedule G
in the financing account is required. These data are required even if
the subsidy rateis zero or negative.

1159 Total direct loan levels The sum of all lines 1150.

DIRECT LOAN SUBSIDY

(PERCENT):

1320 Subsidy rate The 1320 data line series presents data in percentages on the

subsidy costs inherent in making a cohort of direct loans. In the PY
column, the rate should be the reestimated subsidy. In the CY

OMB Circular No. A-11 (1999) 307



SECTION 85 -- FEDERAL CREDIT

Entry

Description

1329 Weighted average subsidy rate

column use the budget execution rate. Note that the subsidy rate (in
percent) must be rounded to the nearest hundredth of one percent
and entered into MAX without decimal points. For example, enter
50.503 as 5050, 5.05 percent as 505 and 0.5 percent as 50.
Amounts should be shown, even if zero or negative.

The disbursement weighted average sum of all lines 1320 above.
For non-zero transmittal codes, this is the change to the subsidy
rates reported under transmittal code zero, not the new rates.

DIRECT LOAN SUBSIDY:

1330 Subsidy budget authority

1339 Total subsidy budget authority

The 1330 data line series presents data in dollars on the subsidy
costs inherent in making direct loans. In the PY column, the
amount will include last year's reestimates of the subsidy. Inthe CY
column, the amount will equal the amount appropriated for
subsidies. It will not include unobligated balances digible to be
carried forward. The BY column will show the requested subsidy
amount and must agree with amounts in appropriations language.
Report even if the subsidy is negative.

The sum of all lines 1330 above.

DIRECT LOAN SUBSIDY
OUTLAYS:

1340 Subsidy outlays

1349 Total subsidy outlays

Report line 1340 for all cohorts.

The 1340 data line series presents data on the amount of subsidy
disbursed in a given year. An outlay will be recorded in the
program account at the time of disbursement of the loan to the
borrower. Both outlays from new budget authority and outlays from
balances are reported on this line. These amounts should equal line
8800 (offsetting collections (cash) from Federal sources) in MAX
schedule P of the financing account. Include reestimates in the PY.
Report even if the subsidy is negative.

The sum of all lines 1340 above.

GUARANTEED LOAN LEVELS
SUPPORTABLE BY SUBSIDY
BUDGET AUTHORITY:

2150 Loan guarantee levels

308

Report lines 2150-2330 by cohort.

Equals the full principal amount, not just the portion guaranteed by
the Government, of guaranteed loans that can be committed with
the amount of new subsidy budget authority requested or provided
in that year. Include loan volume reestimates, if any, in PY. Do not
include proceeds from asset sales. Do not report the unused portion
of multi-year loan guarantee limitations that are carried forward. In
the PY and CY, loan levels do not have to equal

enacted loan guarantee limitations, as Congress may enact
limitations that are not achievable with the subsidy budget authority
provided. However, inthe BY, loan levels supportable by the
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Entry

Description

2159 Total loan guarantee levels

subsidy must equal the guaranteed loan limitation. For
discretionary programs, guaranteed loan limitations are also
reported in MAX schedule A in program accounts on line 7008,
and in MAX schedule H in guaranteed |oan financing accounts on
line 2111. For mandatory programs, only line 2131 in MAX
schedule H in the financing account is required. These data are
required even if the subsidy rateis zero or negative.

The sum of all lines 2150.

GUARANTEED LOAN SUBSIDY
(PERCENT)

2320 Subsidy rate

2329 Weighted average subsidy rate

The 2320 data line series presents data on the subsidy costs

inherent in making a cohort of guaranteed loans. In the PY, the rate
should be the reestimated subsidy. In the CY column use the budget
execution rate. Note that the subsidy rate (in percent) must be
rounded to the nearest hundredth of one percent and entered into
MAX without decimal points. For example, 50.503 percent will be
entered as 5050, 5.05 percent as 505, and 0.5 percent as 50.
Amounts should be shown, even if zero or negative.

The disbursement weighted average sum of all lines 2320 above.
For non-zero transmittal codes, this is the change to the subsidy
rates reported under transmittal code zero, not the new rates.

GUARANTEED LOAN SUBSIDY:

2330 Subsidy budget authority

2339 Total subsidy budget authority

The 2330 data line series presents data in dollars on the subsidy
costs inherent in making a cohort of guaranteed loans. It will not
include unobligated balances digible to be carried forward. In the
PY column, the amount will include last year's reestimates of the
subsidy. In the CY column, the amount will equal the amount
appropriated for subsidies. The BY column will show the requested
subsidy amount and must agree with amounts in appropriations
language. Report even if the subsidy is zero or negative.

The sum of all lines 2330 above.

GUARANTEED LOAN SUBSIDY
OUTLAYS:

2340 Subsidy outlays

2349 Total subsidy outlays

Report line 2340 for all cohorts.

The 2340 data line series presents data on the amount of subsidy
disbursed in a given year. An outlay will be recorded in the
program account at the time the lender disburses the loan to the
borrower. Both outlays from new budget authority and outlays from
balances are reported on this line. These amounts should equal line
8800 (offsetting collections (cash) from Federal sources) in MAX
schedule P of the financing account. Include reestimates in the PY.
Report even if the subsidy is negative.

The sum of all lines 2340 above.
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Entry Description
Administrative expense data: Report lines 3510-3590 for all program accounts.
3510 Budget authority Budget authority provided or requested for administrative expenses
for both direct and guaranteed loan programs.
3580 Outlays from balances Outlays for administrative expenses from prior year obligated
balances.
3590 Outlays from new authority Outlays for administrative expenses from new budget authority.

85.10 Financing accounts.

Financing accounts record the cash flows associated with post-1991 direct loan obligations or loan guarantee
commitments and for modifications of all direct loans and loan guarantees. These cash flows include loan
disbursements, paymentsfor guaranteeclaims, principal repayments, interest received fromborrowers, interest
paid on borrowing, interest earned on uninvested funds, interest supplements, and fees and premiumsreceived.
Separate financing accounts are used for direct loan abligations and |oan guarantee commitments.

() Agency debt held by the FFB (MAX schedule G).

Policy data on debt owed to the FFB must be reported in the 3300 data line series by all liquidating accounts
and by programs that are not covered by the FCRA, such as the Tennessee Valley Authority and Federal
Deposit I nsurance Corporation (which assumed theresponsibilitiesof theResolution Trust Corporation). Prior
to enactment of the Gramm-Rudman-Hollings Act, when the FFB was off-budget, it had three types of
transactions. With the enactment of the Gramm-Rudman-Hoallings law, the distinctions disappeared for
budgetary purposes. Now, all FFB transactions aretreated as means of financing to the agencies. In order to
track old and new transactions, the lines should be coded with a two-digit suffix as follows, to identify the
transactions:

e .01 FFB loan originations;
e .02 Saleof loan assets to the FFB; and
e .03 Saleof debt securities to the FFB.

Report this data on the 3300 data line seriesin MAX schedule G (PY through BY +4). No basdine estimates
are required.

(b) Net financing disbursements (MAX schedules G, H, and Y).

You must report net financing disbursements. * Net financing disbursements” correspond to “ net outlays’
reported on line 9000 in MAX schedule P of the program account. Rather than total outlays (gross) lesstotal
offsetting collections, net financing disbursements consist of total financing disbursements (gross) less total
offsetting collections in the financing account. In PY through BY, these amounts should equal the amount
reported online 9000 in MAX schedule P of thefinancing account. Thesedata are needed to estimate Federal
borrowing and interest on the public debt.
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Report thisdata on line 6300 of MAX schedule G or H (PY through BY +4) for policy estimates and schedule
Y for basdline estimates. Schedule Y only collects basdine net financing disbursement data for financing

accounts.

() Program and financing schedules (MAX schedule P)

Thefollowing lines aretypically used in MAX schedule P for financing accounts (see exhibits 85C and 85F):

SELECTED P& F ENTRIESIN FINANCING ACCOUNTS

Entry

Description

OBLIGATIONS BY PROGRAM
ACTIVITY:

Stub entries should describe the
transactions reported below.
0001-0009

Obligations for post-1991 direct loan disbursements (equal to face
value), default claims on post-1991 loan guarantees, interest
supplements to lenders, interest on debt owed to Treasury
(calculated at the same rate as the discount rate for the cohort). A
spreadshest is available from OMB to calculate interest expense.

0801

0802

0803

0804

Obligations for negative subsidies to be paid to the negative
subsidy receipt account for the credit program.

Obligations for downward reestimates of the subsidy to be paid to
the negative subsidy receipt account for the credit program.

Obligations for payments to purchase liquidating account loan
assets or to reimburse the liquidating account for modification cost
increases for pre-1992 direct loans and loan guarantees.

Obligations for interest on the downward reestimate to be paid to
the negative subsidy receipt account for the credit program.

New financing authority (gross), detail:

6005 Appropriation (indefinite)

6715 Authority to borrow (indefinite)

6900 Offsetting collections (cash)

6910 From Federal sources: Changein
receivables and unpaid, unfilled orders

OMB Circular No. A-11 (1999)

Amount of authority becoming available as aresult of a
modification adjustment transfer from the general fund in the
event that the modification cost estimate under compensated the
financing account.

Financing authority (authority to borrow, indefinite) to borrow
from Treasury for the part of direct loans not financed by subsidy
and fees, and for any default claims that cannot be paid by
unobligated balances.

Amount of offsetting collections (cash) credited to the account and
refunds that pertain to obligations recorded in prior years.

Change in receivables from program account for direct loan
subsidy (difference between line 7295 and line 7495). Report
increases as positive entries; report decreases as negative entries.
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Entry

Description

6927 Capital transfer to general fund

Used for modification adjustment transfer to the general fund in
the event that the modification cost estimate over compensated the
financing account.

Change in unpaid obligations:
7240 Obligated balance, start of year

7295 Recelvables from program account,
start of year

7440 Obligated balance, end of year

7495 Receivables from program account,
end of year

Portion of start of year unpaid obligations that represent
undisbursed direct loan obligations.

Subsidies receivable from program account, start of year.

Portion of end of year unpaid obligations that represent
undisbursed direct loan obligations.

Subsidies receivable from program account, end of year.

Offsets:
8800 Federal sources

8825 Interest on uninvested funds

8840 Non-Federal sources

Collections of subsidy payments and upward reestimates from
program accounts, certain modification adjustment transfers from
the general fund, and adjusting payments from liquidating
accounts for pre-1992 direct loans and |oan guarantees.

Collections of interest on uninvested funds. A spreadsheet is
available from OMB to calculate interest earned.

Collections of principal repayments and interest payments on
direct loans by borrowers, collections on defaulted direct loans or
guaranteed loans, fees or premiums paid by non-federal lenders or
borrowers, prepayments of direct loans, and proceeds from the sale
of direct loans or collateral.

(d) Direct loan data (MAX Schedule G).

Prepare a Status of direct loans schedule (MAX Schedule G) for al liquidating accounts and all direct loan
financing accounts (see exhibits 85D and 85J). Each line entry is described in the table below. MAX will
automatically generate the line entries indicated in boldface.

Lines 1111-1150 show data on an agency's direct loan obligations as they relate to enacted or proposed
limitations. Lines 1210-1264 show balances and changes in balances of direct loans outstanding and are
applicable to both liquidating and direct loan financing accounts. These lines record the cumulative balance
of direct loans disbursed, less various kinds of repayments plus or minus other adjustments.
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DATA REQUIREMENTSFOR MAX SCHEDULE G

Entry

Description

POSITION WITH RESPECT TO
APPROPRIATIONS ACT
LIMITATION ON OBLIGATIONS:

1111 Limitation on direct loans

1112 Unobligated direct loan
limitation (-)

1113 Unobligated limitation carried
forward (P.L. xx)

1131 Direct loan obligations exempt
from limitation

1150 Total direct loan obligations

Provide lines 1111-1150 for direct loan financing accounts only.

Amount of limitation enacted or proposed to be enacted in
appropriations acts. For discretionary programs, this amount
should be consistent with line 1159 in MAX schedule U. Solong
as any entry appears on lines 1111 through 1131, this line should
remain in MAX and will be listed in the stub column even if no
amounts are shown.

Amount of limitation enacted in appropriations acts that is not
obligated in the year it is enacted. Include both amounts that lapse
and multi-year limitation amounts that can be carried forward in a
futurefiscal year (seeline 1113). Usein past and current years
only, unless specifically approved by OMB.

Amount of multi-year limitation enacted in a prior year
appropriations act that was not obligated and is carried forward and
used in a subsequent year.

Amount of obligations for direct loans to the public not subject to a
specific limitation in appropriations acts.

The sum of lines 1111 through 1131. Thisisthedirect loan
portion of the credit budget. This amount should be consistent with
direct loan obligations recorded in the program and financing
schedule of the financing account.

These data should be provided for
liquidating and direct loan financing
accounts.

CUMULATIVE BALANCE OF
DIRECT LOANS OUTSTANDING:

1210 Outstanding, start of year

Provide lines 1210-1290 for liquidating and direct loan financing
accounts.

Amount of direct loan principal outstanding at the beginning of the
year.

Disbursements:

1231 Direct loan disbursements

1232 Purchase of |oan assets from the
public

OMB Circular No. A-11 (1999)

Amounts of disbursements of principal for direct loans. This does
not include amounts shown separately in line 1232. In the
liquidating account, this entry will include loans disbursed by the
FFB.

Amount of loans purchased or repurchased by the account from
non-Federal lenders.
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Entry

Description

1233 Purchase of loan assets from a
liquidating account

Amount of direct loan assets transferred from liquidating account to
a financing account as a result of aloan modification.

Repayments:

These entries must agree with amounts included for these
transactions on line 8840 (offsetting collections from non-Federal
sources) of the program and financing schedule for the account.
The proceeds from discounted prepayment programs that were part
of aloan asset sales program should be recorded together with the
proceeds from loan asset sales to the public (line 1253). The
discount (i.e., the difference between the face value of the loan and
the proceeds received from discounted prepayments) should be
recorded together with the discount on loan asset sales to the public
(line 1262).

1251 Repayments and prepayments
()

1252 Proceeds from |oan asset sales to
the public or discounted prepayments
without recourse (-)

1253 Proceeds from loan asset sales to
the public with recourse (-)

Amount of principal repayments or prepayments. In the liquidating
account, this entry will include repayments on loans disbursed by
the FFB.

Amount of gross proceeds received from the non-recourse sale of
loans to non-Federal buyers or the discounted loan prepayments
that were part of aloan asset sales program.

Amount of gross proceeds received from the sale of loans to non-
Federal buyers when loans are sold with recourse to the Federal
Government. The full principal of the loans is scored as a new
guaranteed loan commitment (line 2132). The amount of new
budget authority resulting from the sale should equal the amount on
line 6400 of the program and financing schedule.

Adjustments:

1261 Capitalized interest (+)

1262 Discount on loan asset sales to
the public or discounted prepayments

()

Amount of interest due at the end of the year that is capitalized as
part of the existing loan principal.

Difference between the face value of the loan and the proceeds
received by the account from the sales of loans to non-Federal
buyers or discounted loan prepayments that were part of aloan
asset sales program.

Write-offs for default:

1263 Direct loans (-)

1264 Other adjustments, net (+ or -)

314

Amount of direct loan principal reduced by write-offs for defaults.
This line should only be used to indicate write-offs of loans that
wereinitiated as direct loans. (Refer to the definitions for write-offs
in OMB Circular No. A-129.)

Proceeds from the sale of collateral acquired from the foreclosure of
direct loans; amount of principal repayments waived as provided by
statute, in the event of certain specified contingencies; outstanding
balances of loans transferred to or received from other accounts;
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Entry

Description

amount of principal reduced or increased for other reasons. When
thislineis used, the nature of the adjustment must be explained in a
footnote.

AGENCY DEBT HELD BY THE
FFB

3310 Outstanding agency debt, start
of year

3330 New agency borrowing

3350 Repayments and prepayments
()

3390 Outstanding agency debt, end of
year

Provide lines 3310-3390 for liquidating and direct loan financing
accounts.

Amount of agency debt issues held by FFB at the beginning of the
year.

Amount of new borrowing from FFB.

Amount of repayments made to FFB.

Amount of agency debt issued held by FFB at the end of the year.
The sum of lines 3310 through 3350.

NET FINANCING
DISBURSEMENTS

6300 Net financing disbursements

Provide line 6300 for direct loan financing accounts only.

Analogous to net outlays in budgetary accounts reported on line
9000 of the program and financing schedule.

Note: Lines 3310-6300 do not print in the Appendix but are used by OMB for analytical and reporting purposes.

(e) Guaranteed loan data (MAX Schedule H).

Prepare a Status of Guaranteed Loans (MAX Schedule H) for all liquidating and guaranteed loan financing
accounts (see exhibits 85G and 85K). Report the full principal amounts of loans guaranteed, whether
guaranteedinfull or inpart. Report principal only, even if the guarantee covers both theprincipal and interest.
Do not count agency guarantees of loans disbursed by the FFB as guaranteed |oans; treat such loans as direct
loans of your agency financed by the FFB.

Each line entry is described in the table below. MAX will automatically generate theline entriesindicated in

boldface.

DATA REQUIREMENTSFOR MAX SCHEDULE H

Entry

Description

POSITION WITH RESPECT TO
APPROPRIATIONS ACT
LIMITATION ON
COMMITMENTS:

2111 Limitation on guaranteed |oans
made by private lenders

OMB Circular No. A-11 (1999)

Provide lines 2111-2199 for guaranteed loan financing accounts
only.

Amount of limitation enacted or proposed to be enacted in

appropriations acts on full principal of commitments to guarantee
loans by private lenders. For discretionary programs, thislineis
equal to line 2159 in MAX schedule U. So long as any entry appears
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Entry

Description

2112 Uncommitted loan guarantee
limitation

2113 Uncommitted limitation
carried forward (P.L. xx)

2131 Guaranteed loan commitments
exempt from limitation

2132 Guaranteed loan commitments
for loan asset sales to the public with
recourse

2150 Total guaranteed loan
commitments

on lines 2111 through 2132, this line should remainin MAX and
will belisted in the stub column even if no amounts are shown.

Amount of limitation enacted in appropriations acts on full principal
of commitments to guarantee loans by private lenders that is not
committed in the year it is enacted. Includes both amounts that
expire and multi-year limitation amounts that can be carried forward
inafuturefiscal year (seeline 2113). Usein past and current years
only, unless specifically approved by OMB.

Amount of multi-year limitation enacted in a prior year
appropriations act that was not committed and is carried forward and
used in a subsequent year.

Amount of full principal of commitments to guarantee loans by
private lenders that is not subject to limitation.

Amount of full principal of guaranteed loan commitments made as a
result of selling direct loans to non-Federal buyers with recourse to
the Federal Government.

The sum of lines 2111 through 2132. Thisis the guaranteed loan
portion of the credit budget.

Memorandum:
2199 Guaranteed amount of
guaranteed loan commitments

Amount of maximum potential Federal liability for the guaranteed
loan principal associated with line 2150. To the extent the guarantee
covers both principal and interest, this amount must exclude interest.
This entry is required even though the amount may be the same asin
line 2150.

CUMULATIVE BALANCE OF
GUARANTEED LOANS
OUTSTANDING:

2210 Outstanding, start of year

Provide lines 2210-2390 for liquidating and guaranteed loan
financing accounts.

Amount of guaranteed loan principal outstanding at the beginning of
the year.

Disbursements:

2231 Disbursements of new
guaranteed loans

2232 Guarantees of loans sold to the
public with recourse

2251 Repayments and prepayments
()

Amount of guaranteed loan principal disbursed.

Face value amount of guaranteed loan principal of loans sold to non-
Federal buyers with recourse to the Federal Government.

Amount of principal repayments and prepayments.
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Entry

Description

Adjustments:

2261 Terminations for default that
result in loans receivable (-)

2262 Terminations for default that
result in acquisition of property (-)

2263 Terminations for default that
result in claim payments (-)

2264 Other adjustments, net (+ or -)

2290 Outstanding, end of year

Amount of loan principal reduced by terminations for default that
subsequently become a loans receivable in which the formerly
guaranteed borrower owes the agency for the amount of claims paid
as aresult of the borrower's default.

Amount of loan principal reduced by terminations for default that
lead to the acquisition of property by the agency.

Amount of loan principal reduced by terminations for default that
lead to claim payments by the agency that result in neither aloan
receivable nor the acquisition of property.

Amount of loan principal reduced or increased for reasons other than
those covered by the lines listed above; outstanding principal
balances of guaranteed loans transferred to or received from other
accounts. When this lineis used, the nature of the adjustment must
be explained in a footnote.

Amount of guaranteed loan principal outstanding at the end of the
year. The sum of lines 2210 through 2264.

Memorandum:

2299 Guaranteed amount of
guaranteed loans outstanding, end of
year

Amount of maximum potential Federal liability for the guaranteed
loan principal associated with line 2290. To the extent the guarantee
covers both principal and interest, this amount must exclude interest.
This entry is required even though the amount may be the same asin
line 2290.

ADDENDUM:

CUMULATIVE BALANCE OF
DEFAULTED GUARANTEED
LOANS THAT RESULTSIN
LOANS RECEIVABLE:

2310 Outstanding, start of year

2331 Disbursements for guaranteed
loan claims

2351 Repayments of loans receivable

()

2361 Write-offs of loans receivable

()

OMB Circular No. A-11 (1999)

Amount of defaulted guaranteed loans that resulted in the acquisition
of aloan receivable outstanding at the beginning of the year.

Amount of disbursements for acquisition of defaulted loans that were
previously guaranteed and result in loans receivable, where the
borrower owes the account for the disbursement. These
disbursements include past due interest amounts that were paid under
the terms of the loan guarantee, if such amounts were capitalized as
part of the loan principal.

Proceeds received by the account from the settlement of claims on
defaulted guaranteed loans that resulted in loans receivable to be
applied to the reduction of the loans receivable outstanding. Exclude
any premium realized.

Amount of loans receivable written-off for default that were initiated
as guaranteed loans but were subsequently acquired as loans
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Entry

Description

2364 Other adjustments, net (+ or -)

2390 Outstanding, end of year

receivable. (Refer to the definitions for write-offs provided in OMB
Circular No. A-129.)

Amount of loans receivable reduced or increased for reasons other
than those covered by the lines listed above. When this lineis used,
the nature of the adjustment must be explained in a footnote.

Amount of defaulted guaranteed loans that resulted in loans
receivable outstanding at the end of the year. The sum of lines 2310
through 2364.

AGENCY DEBT HELD BY THE
FFB

3310 Outstanding agency debt, start
of year

3330 New agency borrowing

3350 Repayments and prepayments
()

3390 Outstanding agency debt, end
of year

Provide lines 3310-3390 for liquidating and guaranteed loan
financing accounts.

Amount of agency debt issues held by FFB at the beginning of the
year.

Amount of new borrowing from FFB.

Amount of repayments made to FFB.

Amount of agency debt issued held by FFB at the end of the year.
The sum of lines 3310 through 3350.

NET FINANCING
DISBURSEMENTS:

6300 Net financing disbursements

Provide line 6300 for guaranteed loan financing accounts only.

Analogous to net outlays in budgetary accounts reported on line 9000
of the program and financing schedule.

Note: Lines 3310-6300 do not print in the Appendix but are used by OMB for reporting and analytical purposes.

85.11 Liquidating accounts.

Reporting requirements for liquidating accounts are discussed in sections 85.10(b), 85.10(d), and 85.10(e).
Ilustrations of typical liquidating account status of direct and guaranteed loans schedules can be found at
Exhibits 85Jand 85K. Anillustration of atypical liquidating account program and financing schedule can be
found at Exhibit 85I.

85.12 Receipt accounts.

Negative subsidy receipt accounts record receipts of amounts paid from the financing account when thereis
a negative subsidy or downward reestimate. Usually, they are general fund receipt accounts, but with the
permission of the OMB representative for the account, they can be special fund receipt accounts. If the
program is discretionary, report negative subsidies as “ discretionary.” If the program is mandatory, report
negative subsidies as “ mandatory.” Report downward reestimates for all credit programs as “ mandatory,
authorizing committeg” in MAX schedules R and K (see section 81.3).
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EXHIBIT 85A

Program and Financing Schedule
Program Account (MAX Schedule P)

PY—past year
CY—current year
BY—budget year

Program and Financing (in millions of dollars)

Identification code: 83-0100-0-1-155

PY act. CY est. BY est.

Obligations by program activity:
00.01
00.02

Direct loan subsidy

Guaranteed loan subsidy ...

39 32 29
107 110 115

00.03
00.04
00.05
00.06
00.07
00.08

Subsidy for modifications of direct loan terms ..........
Subsidy for modifications of guaranteed loan terms.
Reestimates of direct loan subsidy ............c.coceeenee.
Interest on reestimates of direct loan subsidy...........
Reestimates of guaranteed loan subsidy..................
Interest on reestimates of guaranteed loan subsidy .

Use these designated lines where appropriate.

00.09  AdMINISLrative EXPENSES .......ceueererrerieirieeerererinenns

10.00 Total new 0bligations ............cccoeeerereereineneineiinenns

19 18 17

165 160 161

Budgetary resources available for obligation:
22.00 New budget authority (QroSs) .......cceeeererrererrreeereens
23.95  Total new OblIgations..........ccvvereereinrieeireeieeieiis

165 160 161
-165 -160 -161

New budget authority (gross), detail:
Discretionary:
40.00  APPrOPHAtIoN. ........cveocercececececieeiececieeieeiees

165 160 161

Shaded entries are
automatically
calculated by MAX.

Mandatory:
60.05 Appropriation (indefinite)

Use these lines to finance reestimates of direct
loan and loan guarantee subsidies.

Change in unpaid obligations:
Unpaid obligations, start of year:

7240 Obligated balanCe ... e 74 98

73.10 Total new obligations.. 165 160 161

73.20 Total outlays (gross) -91 -136 -150
Unpaid obligations, end of year:

74.40  Obligated balanCe ..........ccocevririneereerererinencinereenns 74 98 109
Outlay (gross), detail:

86.90 Outlays from new discretionary authority .............. 91 136 150

87.00 Total QUlaYS (GrOSS) ...veevrrereerererererreresseseseseseneans 91 136 150
Net budget authority and outlays:

89.00 Budget authority 165 160 161

90.00  Outlays 91 136 150

OMB Circular No. A-11 (1999)
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Summary of Loan Levels and Subsidy Data (MAX Schedule U)

PY—past year
CY—current year
BY—budget year

Summary of Loan Levels, Subsidy Budget Authority, and Outlays by Program (in millions of dollars)

Identification code 83-0100-0-1-155 PY act. CY est. BY est.
Direct loan levels supportable by subsidy budget authority:
1150 Economic opportunity 10ans ...........cceeneeneerereneeneene 301 250 225
1150 Handicapped 10anS...........cccuviverererierierierieriereenens 199 150 150
1150 Minority enterprise loans 215 200 195
1159 Total direct loan levels 715 600 570 | Agencies should tailor
their submissions to
Direct loan SubSidy rates (ln percent): provide data at the pro-
1320 Economic opportunity loans . . 8.00 8.00 8.00 gram level of detall, as
1320 Handicapped loans............... . 3.01 2.66 2.66 illustrated in this exhibit.
1320  Minority enterprise l0ans .........c.vveeeernieneeeeneeseenenns 4.20 4.00 3.59
1329 Weighted average Subsidy rate ...........cccoeuneereeeeeneen. 5.45 5.39 5.19
Direct loan subsidy budget authority:
1330  Economic opportunity l0ans .............ceeeeeeeeeenneennens 24 20 18
1330 Handicapped loans....... 6 4 4
1330 Minority enterprise loans.. .. 9 8 7 -
For nonzero rans- | 1339 Total, Subsidy bUdget auiorty....................... 3 2 29 e ically carte
?rﬁ)a&:tzdseﬁém d rep- Direct loan subsidy outlays: lated by MAX.
resent the change to 1340 Econpmlc OPPOTUNItY [0ANS ..o 12 10 9
the subsidy rates re- 1340 Handicapped loans 3 4 4
ported under trans- 1340 Minority enterprise loans 4 7 8
mittal code zero, not 1349  Total, Subsidy OULIAYS ........cccrerrerrrrererrrrrsressreesseeneeens 19 21 21
the new rates.
Guaranteed loan levels supportable by subsidy budget
authority:
2150 General buSINESS l0ANS .........c.cvrereveererinieeirerineeeene 1,120 1,200 1,215 Subsidy rate
2150 Minority enterprise loans .. . 8,790 9,000 9,250 should be shown
2159 Total guaranteed [0an [EVEIS...........cccveirereeeeniencernns 10,000 10,200 10,465 even if zero or '
Guaranteed loan subsidy rates (in percent): negative.
2320 General busiNess 10ans...........c.covvevereerienienieniinees 241 242 247
2320 Minority enterprise l0ans ..........ccovreeneeneeneerneenees 0.91 0.90 0.92
2329 Weighted average Subsidy rate ............ccvvererrererenens 1.07 1.08 1.10
Guaranteed loan subsidy budget authority:
2330 General business loans.... . 27 29 30
2330 Minority enterprise loans....... . 80 81 85
2339 Total subsidy budget authority ............c.eeereeereenreeeens 107 110 115
Guaranteed loan subsidy outlays:
2340 General business 10ans...........c.ocveeeeeeereenieneinienens 13 25 29
2340 Minority enterprise loans .. . 40 72 83
2349  Total SUDSIAY OULAYS ......ccoovereerereeiririeseirereisseiseicines 53 97 112
Administrative expense data:
3510 Budget authOrity ......ccovveieceeerrineireieesee s 19 18 17
3590 Outlays from NEW authOrity ........ccovverrevrrreeerererrerenens 19 18 17
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Program and Financing Schedule
Direct Loan Financing Account (MAX Schedule P)

Program and Financing (in millions of dollars) PY—Past Year
L CY—Current Year
Identification code: 83-4200-0-3-155 PY act. CY est. BY est. BY—Budget Year
Obligations by program activity:
Operating expenses:
00.01  Direct loans 650 600 570
00.02  Interest paid to Treasury .. . 65 46 88
10.00 Total new obligations................ 715 646 658
Budgetary resources available for obligation:
22.00 New financing authority (gross) 715 646 658
23.95 Total new obligations -715 —646 —658
New financing authority (gross), detail: -
Mandatory: Shaded ‘entnes are
) automatically
67.10 Authorlty 10 DOITOW ... 675 634 639 calculated by MAX.
Spending authority from offsetting collections:
Mandatory:
69.00 Offsetting collections (€ash) .......c.ccocverviriercireinnes 23 28 30 Spending authority from
69.10 From Federal sources: Change in receivables and offsetting collections
unpaid, unfilled Orders..............cccccooocececececerecerererns 20 9 3 consists of cash
69.47 Portion applied to debt reduction -3 -7 -8 c;:llectlo_ns plug thel
69.90 Spending authority from offsetting collections / ?ro?r%erg S r;?:]:ee;\éigfr?ts.
(EOLAI) 1ovveeeseeciee e 40 12 19
70.00 Total new financing authority (gross)............ccceeeienee 715 646 658
Change in unpaid obligations:
Unpaid obligations, start of year: Separately identify the
7240  Obligated balance ... i 377 391 portion of the obligated
72.95  Receivables from program account ...............coeeeemeeeeeee oo 20 11 /| balances that represents
72.99 Total unpaid obligations, Start Of Year....cee oo, 377 391 undisbursed direct loan
7320 TOtal NEW OBIIGALONS ..o 715 646 658 fhtg'tgf;;_gz:nqg ;Zispig;m”
73.20 Total financing disbursements (gross) .......cccoeeeeeeereeeenees -338 —632 —685 receivables from the
Unpaid obligations, end of year: program account.
7440  Obligated balanCe ... 377 391 364
74.95  Receivables from program account 20 11 8
74.99 Total unpaid obligations, end of year.... 397 402 372
87.00 Total financing disbursements (gross) ........c.creveeeereenes 338 632 685 -
Offsets: Cash coIIect_lons and
) o . o the change in
Against gross financing authority and financing receivables from
d'Sburse”_]emS: . program accounts will
Offsetting collections (cash) from: / be identified
88.00 Federal sources: payments from program 19 21 21 separately.
ACCOUNE oot
Non-Federal sources:
88.40 Repayments of prinCipal ...........c.coocrveeieiniineinnnnn. 3 6 7
88.40 Interest received 0N 10aNS...........c.ovvrrerienienienees 1 1 2
88.90 Total, offsetting collections (€ash) ...........ccueveeiernces 23 28 30
Against gross financing authority only:
88.95  From Federal sources: Change in receivables and
unpaid, unfilled OFders ..o 20 -9 -3
Net financing authority and financing disbursements:
89.00 Financing authority 672 627 631
90.00 Financing diSBUISEMENLS.........ovvuivurrerrriericeserissrisniienines 315 604 655

OMB Circular No. A-11 (1999) 321



EXHIBIT 85D

FEDERAL CREDIT

Status of Direct Loans
Direct Loan Financing Account (MAX Schedule G)

Status of Direct Loans (in millions of dollars)

Identification code: 83-4200-0-3-155 PY act. CY est. BY est.

Position with respect to appropriations act limitation on

obligation:

1111 Limitation on direct 10ans ..........c.ccccernvvvnenen. 650 600 570

1150 Total direct loan obligations ...............c.c..... 650 600 570

Cumulative balance of direct loans outstanding:

1210  Outstanding, start of year..........c.ccocvvinivreenne 200 525 1,105
Disbursements:

1231 Direct loan disbursements 338 586 597
Repayments:

1251 Repayments and prepayments.................. -3 -6 =7
Write-offs for default:

1263 DIreCt I0aNS .......cvvvrvveererrereeesserieeeenns =100 e

1290  Outstanding, end of Year.........cccveuerereerenes 525 1,105 1,695

direct loans.

In the financing account status of direct loans:

—direct loan obligations and disbursements will be shown only for post-1991

—outstandings, repayments, prepayments, and write-offs for default will reflect
only post-1991 directloans (and pre-1992 directloans that have been modified).

PY—Past Year
CY—Current Year
BY—Budget Year

Shaded entries
are automatically
calculated by MAX.
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EXHIBIT 85E

Balance Sheet

Direct Loan Financing Account (MAX Schedule F)

Equals obligated but
undisbursed subsidy PY-1—Year immediately
from program account preceding the past year
plus undisbursed PY—Past Year
upward reestimates CY—Current Year
and interest on BY—Budget Year
reestimates.
Balance Sheet (in millions of dollars)
I ) PY-1
Identification code: 83-4200-0-3-155 act PY act. CY est BY est
ASSETS
1106  Federal assets: Receivables, net.................. 10 20 11 8
Non-federal assets:
1401 Direct loans receivable, gross.............ccc...... 200 335 915 1,505
1402 Interest receivable...........veeeeeieininiineines 1 1 2 2
1403 Accounts receivable from foreclosed 1 1 2 3
POPEMLY woovvvverrircrinerierieressesesisinenes
1404 Foreclosed Property ..........c.eceneenereeenenn. 2 3 6 9
1405 Allowance for subsidy COSt..........cccrveriurenne -15 -20 52 -84
1499 Net present value of assets related to direct Shaded entries are
10aNS ...vvvovoevve 189 320 873 1435 automatically
1999 Total assets 199 340 884 1,443 calculated by MAX.
LIABILITIES
2101 Accounts payable ............oinieniiniiiininnns 2 s s -
2103 Federal liabilies: Deb.... 189 320 884 1443 Equal to obligated but
o undisbursed subsidy
2105  Other liabilities..... 10 17 11 8 «— from program account.
2999 Total liabilities ........ccoevrerrrerrriirriinns 201 337 884 1,443
NET POSITION
3300  Cumulative results of OPEFAtIONS ...cccccoviviies evveiveieiieiieiies v e
P \ The financing
account is designed
3999 TOal NEE POSIION ..o coeveveeeeseessssiiinss eoessssssssssssssssssss eseseeessesssessseseies oo to break even and
thus have a zero
results of operation.
4999  Total liabilities and net position..................... 201 337 884 1,443
Undisbursed
downward
reestimates
and interest on
reestimates.
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EXHIBIT 85F

FEDERAL CREDIT

Program and Financing Schedule
Guaranteed Loan Financing Account (MAX Schedule P)

Program and Financing (in millions of dollars)

PY—Past Year
CY—Current Year
BY—Budget Year

Identification code: 83-4100-0-3-155 PY act. CY est. BY est.
Obligations by program activity:
Operating expenses:
00.01  Default ClAIMS .........oveieirerrirrrsries s 9 10
10.00 Total New OblIGAtIONS ........cvvriiisiisistisrisiieis ceerisnessesssienes 9 10
Budgetary resources available for obligation:
2140 Unobligated balance available, start of year ... v 66 173
22.00 New financing authority (Qross) ........cceceeeeererreeenee 66 116 139
23.90 Total budgetary resources available for obligation.. 66 182 312
23.95  Total NEW OBlIGAIONS. .....c.uevuereiieiiersirieririiines eeeversessensenis -9 -10
24.40  Unobligated balance, end of year 66 173 302
New financing authority (gross), detail: Shaded entries are
Spending authority from offsetting collections: automatically
Mandatory: calculated by MAX.
69.00 Offsetting collections, cash...........c.coccreereunenn. 66 116 139
Change in unpaid obligations:
73.10  Total NeW OblIgAtIONS. ......oveevrerrrsrinreserieiisrisnsnirees seressssensesssnssens 9 10
73.20 Total financing disburSEMENtS (GroSs) ...cccvvevvrcines cevvvveeeireeirenins -9 -10
87.00 Total financing disburSEMEnts (Gross) .....cccoveiies crvevereveenirenirns 9 10
Offsets:
Against gross financing authority and financing
dishursement:
Offsetting collections (cash) from:
88.00 Federal SOUICES .......ccooeuriniinrieriniriis 53 97 112
88.25 Interest on uninvested funds............ccooce 3 9 17
88.40 Non-Federal SOUICES ..o 10 10 10
88.90 Total, offsetting collections (cash)................ 66 116 139
Net financing authority and financing
disbursements:
89.00 FIiNANCING QUENOTILY .....cvocviiriciccicccrciciiies e vt aeiesiesssesseennes
90.00 Financing disbursements..............cccovevvcvnirncnen. —66 -107 -129
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FEDERAL CREDIT

EXHIBIT 85G

Status of Guaranteed Loans

Guaranteed Loan Financing Account (MAX Schedule H)

Status of Guaranteed Loans (in millions of dollars)

PY—Past Year
CY—Current Year
BY—Budget Year

Identification code: 83-4100-0-3-155 CY est. BY est.
Position with respect to appropriations act
limitations on commitments:
2111 Limitations on guaranteed loans made by 10,200 10,465
private 1eNders..........cocveveeeenrneneerereenns
2150 Total guaranteed loan commitments........ 10,200 10,465
Memorandum:
2199 Guaranteed amount of guaranteed loan 7,650 7,849
COMMIIMENES...c.vveverrercereriseeieerseeeienees
Cumulative balance of guaranteed loans
outstanding:
2210 Outstanding, start of year ...........ccccoevurevene. 5,000 13,895
Disbursements:
2231 Disbursements of new guaranteed loans..... 9,100 10,312
2251 Repayments and prepayments................... —200 =375
Adjustments:
2261 Terminations for default that result in a loan -5 -13
receivable
2290 Outstanding, end of Year..........ccccucveeeennce. 13,895 23,820
Memorandum
2299  Guaranteed amount of guaranteed loans 10,421 17,865
outstanding, end of YEar .........c.ccvcvververnirnnee
Addendum
Cumulative balance of defaulted guaranteed
loans that result in loans receivable:
2310 Outstanding, Start Of YEar ... v s 5
2331 Disbursements for guaranteed loan claims. 5 13
2351 Repayments of loans receivable -3
2361 Write-offs of loans receivable...................... -2
2390 Outstanding, end of year............ccccovevnenen. 5 13

Shaded entries are
automatically
calculated by MAX.

loan guarantees.

modified).

In the financing account status of guaranteed loans:

—disbursements of guaranteed loan claims will be shown only for post-1991

—outstandings, repayments, prepayments, and write-offs will reflect only
post-1991 loan guarantees (and pre-1992 loan guarantees that have been
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EXHIBIT 85H FEDERAL CREDIT

Balance Sheet
Guaranteed Loan Financing Account (MAX Schedule F)

PY—1—Year immediately
Equals obligated but preceding the past year
dish 4 subsid PY—Past Year
;m Isbursed subsidy t CY—Current Year
rom program accoun BY—Budget Year
plus undisbursed upward
reestimates and interest
on reestimates.
Balance Sheet (in millions of dollars)
I ) PY-1
Identification code: 83-4100-0-3-155 act PY act. CY est. BY est.
ASSETS Equals unobligated
balances.
Federal assets:
1101  Fund balances With TreaSUTY ... covrieeisiiniiens 63 170 299 /
1106 Receivahles, Net.........ccoeevveneerernerneenennenens 10 12 11
Non-federal assets:
1501 Defaulted guaranteed loans receivable, gross. 5 18
1502  Interest receivable..........coonereereenienineineineenns 1 1
1503  Accounts receivable from foreclosed property. .o v 1
1504 FOrecloSEd PrOPEITY .....c.vvvrvvererrerrieriveriiees cevrsessssssnennns seesseessressenssans 1 2 | Shaded entries are
Undisbursed | 1505  Allowance for SUBSIY COSE....ccoccommmeiicmmiees  eovveessssessreessess eorsseessesssesneen -1 -3 | automatically
downward d calculated by MAX.
reestimates | 1599  Net present value of assets related to defaulted
and QUATANEEEA l0ANS ......cvvvvrriceiceeererenis e et 6 19
interest on | 1999 TOLA] BSSELS vvvvvvveeeevveneressssssssssiinenienns sseeeesessssssssanie 73 188 329
reestimates.
LIABILITIES
\2101 ACCOUNES PAYADIE ..o eovsssseneessssssies L oo oo
Equal to -
obligated 2105  Other lIAbilitIES .....vevvererverrrrreirrrrisrserrisiies crrveeseeseeessenennes 10 12 11
but un- 2204  Non-federal liabilities: Liabilities for loan
disbursed QUATANTEES ... eeerssesesssenaes 63 167 300
subsidy 2999 O HBIHIES .. oot 74 179 311
from
program The financing
account. NET POSITION account is
3300 CumUItive reSUlts Of OPEIALIONS...ccccccivvvecess ceoeesessssssicinins eoossssssseeeesssssssss evsssssmsssssssenee ssesssssissssssseeen designed to
break even
3999 TOLAl NBE POSIION...vvvvevicierireieissssieieiies evvsisseseesssenens sesessssressssssnsiess astessesssesesanntins fessessassesnssentans and thus
4999 Total liabilities and net position.........c.. . woevevvernenenens 74 179 311 have a zero
results of
operations.
Equals net

present value of
cash flows for
loan guarantees.
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FEDERAL CREDIT

EXHIBIT 85I

Program and Financing Schedule

Liquidating Account (MAX Schedule P)

PY_past year Shaded entries
CY—current year are automatically
BY—budget year generated by MAX.
Program and Financing (in millions of dollars)
There should be no Identification code 16-1186-0-3-755 PY actual CY est. BY est.
unobligated balance Obligations by program activity:
e_lt the end of the Direct progran:
fiscal year. 00.01 Default claims 629 536 789
00.02 Advances on behalf of borrowers 27 103 98
00.03 Interest on Treasury borrowings 285 279 330
10.00 Total NeW OBlIgAtIONS............ouuuieerriiieriieeresieeieissiseiens 941 918 1,217
Budgetary resources available for obligation:
22.00 New budget authority (GroSS) .........eewreerererererrnrsnessesisseesssssssenes 941 918 1,217
23.95 Total NeW OBlIGALIONS .........ccviureirieeieieei et -941 -918 -1,217
New budget authority (gross), detail:
Mandatory:
60.05 APPropriation (INAEAINILE)..........cvurrureieieirieieiseeeise et s soresesesssssssiens 367
Spending authority from offsetting collections:
Mandatory:
69.00 Offsetting collections (cash) 2,299 2,234 1,808
69.27 Capital transfer to general fund... -159 =239 s
/ 69.47 Portion applied to repay debt -1,199 -1,077 -958
Unobligated budgetary 69.90 Total spending authority from offsetting
resources at the end of collections RN 941 918 850
the fiscal year are 70.00 Total new budget authority (GroSSs)...........eueueueusumummsmmmmmmmnnnns 941 918 1,217
unavailable for Change in unpaid obligations:
obligation or putlay in 72.40 Unpaid obligations, Start Of YEar............cocerreeeeeneennsrnens 1,704 1,294 694
subsequent fiscal years 73.10 Total new obligations 941 918 1,217
and must be
transferred to the 7320 Total outlays (gross) -1,351 1518 -1517
general fund at the end 74.40 Unpaid obligations, end of year 1,294 694 394
of the fiscal year Outlays (gross), detail:
unless an extension 86.97 Outlays from new mandatory authority . 741 718 1,017
has been approved by 86.98 Outlays from mandatory balances 610 800 500
OMB. 87.00 TOtal QUIAYS (GFOSS) .vvvruverevrvsrrrssserssesisesssessssesssssssssesens 1,351 1,518 1,517
Offsets:
Against gross budget authority and outlays:
Offsetting collections (cash) from:
Non-federal sources:
88.40 Repayments of PrinCipal............ccereererieeeiiierneeesieisseisessens 1,477 1,857 1,300
88.40 Interest received on loans ......... 786 349 486
88.40 Fees 36 28 22
88.90 Total offsetting collections (cash) 2,299 2,234 1,808
Net budget authority and outlays:
89.00 BUAGEL QUENOTILY ...vvovveeieieeeeiseeseeiseeis et sesessesssessssins -1,358 -1,316 -591
90.00 OUtlayS..oevveveraes -948 -716 -291
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EXHIBIT 85J

FEDERAL CREDIT

Status of Direct Loans

Liquidating Account (MAX Schedule G)

Status of Direct Loans (in millions of dollars)

Identification code: 83-4200-0-3-155 PY act. CY est. BY est.

Cumulative balance of direct loans outstanding:

1210  Outstanding, start of year..........c.coeverevrnerens 112 99 93
Disbursements:

1231 Direct 10an diShUrSEMENES.....ccvvviiiiiiiiiies i v e
Repayments:

1251 Repayments and prepayments..................... -3 -6 -7
Write-offs for default:

1263 DiIreCt I0ans .......ccoovveererrericeeiersssssesienenes =100 s

1290  Outstanding, end Of Year..........ccocvervenerreerees 99 93 86

In the liquidating account status of direct loans:

—there will be no direct loan obligations

—most accounts should have no direct loan disbursements.
—outstandings, repayments, prepayments, and write-offs for default will be shown

PY—Past Year
CY—Current Year
BY—Budget Year

Shaded entries
are automatically
calculated by MAX.
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FEDERAL CREDIT EXHIBIT 85K

Status of Guaranteed Loans
Guaranteed Loan Liquidating Account (MAX Schedule H)

PY—Past Year
CY—Current Year
BY—Budget Year

Status of Guaranteed Loans (in millions of dollars)

Identification code: 83-4100-0-3-155 PY act. CY est. BY est.

Cumulative balance of guaranteed loans
outstanding:

2210 Outstanding, start of year ..........cc.coecrvvrrere. 4,413 4132 3,827
Disbursements:
2231 Disbursements of new guaranteed l0ans ..... .o o e
2251 Repayments and prepayments.............co...... -281 -300 =375
Adjustments:
2261 Terminations for default that result in a loan
TECRIVADIE ... e -5 -13 Shaded entries are
2290  Outstanding, end of Year ............oooooccocccccne 4,132 3,827 3,439 automatically
calculated by MAX.
Memorandum
2299  Guaranteed amount of guaranteed loans out-
standing, end of Year ...........ccccoeverrerrir 3,400 3,150 2,840
Addendum

Cumulative balance of defaulted guaranteed
loans that result in loans receivable:

2310 Outstanding, Start Of YEar .......cccovvvireiiies e e 5
2331 Disbursements for guaranteed loan claims .. .......cccccovevnenen. 5 13
2351 Repayments of l0ans receivable..........cvs v e -3
2361 Write-0ffs of [0ans receivable ... v s -2

2390 Outstanding, end of year

In the liquidating account status of guaranteed loans:

—disbursements for guaranteed loan claims will be shown only for pre-1992
loan guarantees.

—most accounts should have no disbursements for new guaranteed loans.

—outstandings, repayments and prepayments will reflect only pre-1992 loan
guarantees.

OMB Circular No. A-11 (1999) 329



