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MEMORANDUM 
 

January 31, 2013 
 
 
BY ELECTRONIC MAIL 
 
FROM: Olsson Frank Weeda Terman Matz PC 
 
RE: Federal Budget Process Outline and Outlook 
 
 

Congress did not complete three significant budget matters in 2012: an alternative to 
sequestration, full federal fiscal year appropriations legislation, and a budget resolution.  Each of 
these items is interrelated, and expected to be taken up over the course of the next several 
months. They are likely to have significant implications for the FY 2014 federal funding process, 
and will potentially establish spending limitations and priorities for years to come.   This 
memorandum is intended to provide an outline for what to expect in these coming months, and, 
based upon statements made by House and Senate leaders, what the outlook for this process 
might be. 
 
Overview 
 

As we reported in our September 17, 2012 memorandum entitled “Office of Management 
and Budget Report re Sequestration at USDA and FDA”, the Budget Control Act of 2011 (P.L. 
112-25) (the BCA) required sequestration, i.e. across-the-board cuts totaling $109.333 billion on  
January 2, 2013.   These cuts were the result of the failure of the Joint Select Committee on 
Deficit Reduction – the so-called Supercommittee - established pursuant to the BCA to develop 
spending reductions totaling at least $1.2 Trillion over ten years.   
 



 
 
 
January 31, 2013 
Page 2 
 
 
 
 
 

 

Because of the inability to complete action on these spending cuts, the 112th Congress did 
not complete action on a single appropriations bill.   Instead, on September 28, 2012, President 
Obama signed into law H. J. Res. 117, the Continuing Resolution to fund the federal government 
until March 27, 2013.  All federal programs were essentially funded at the current rate of 
operations for federal agencies, programs and services. 
 

To deal with the “fiscal cliff issue”, as one of the final actions of the 112th Congress, the 
House and Senate passed H.R. 8, the American Taxpayer Relief Act of 2012.  In addition to 
extending many expiring tax provisions and most portions of the Farm Bill, this legislation 
postponed from January 2, 2013, until March 1, 2013, the sequestration required under the BCA.  
To finance this $24 billion cost resulting from the delay in sequestration, H.R. 8 derives half by 
reducing spending caps even further over the next two years; and the other half from new 
revenue. 
 

Now in the 113th Congress, on January 23 the House of Representatives passed H.R. 325, 
which, among other matters, suspends through May 18, 2013, the current $16.4 trillion public 
debt limit.  The Senate is expected to approve the bill this week, and President Obama is 
expected to sign it. On May 19, the debt limit will be raised by an amount "necessary to fund 
commitment incurred by the Federal Government that required payment."    This legislation also 
requires both the House and Senate to individually adopt a Budget Resolution by April 15, or 
Congressional pay will be withheld in an escrow account until such time as each body has 
adopted a Budget Resolution.  What happens with the Budget Resolution is expected to impact 
consideration of the Farm Bill, with both House Agriculture Committee Chairman Frank Lucas 
(R-OK) and Senate Committee Chairwoman Debbie Stabenow (D-MI) indicating that they could 
be forced to rewrite the Farm bill if they move forward before consideration of a Budget 
Resolution, rather than waiting for its completion. 
 

With sequestration and the debt limit fights delayed, the 113th Congress has more time to 
negotiate a resolution to these and other longer-term budget issues.  How the Administration 
responds to these items will be expected by many to be a key portion of the President’s State of 
the Union Address scheduled for February 12.  It is also likely that the President’s FY 2014 
Budget request, which had been expected to come to Congress on February 4, will be delayed, 
perhaps until sometime in March. 
 
Following is a more detailed discussion regarding what we anticipate may happen as Congress 
deals with Sequestration, the Continuing Resolution, the Budget Resolution, the Debt Limit, and 
beyond. 
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Sequestration 
 

The Office of Management and Budget (OMB) on Friday, September 14, 2012 submitted 
a report1 (the Report) to Congress required by the Sequestration Transparency Act of 2012 (P.L. 
112-155) (the STA) regarding its preliminary estimates and classifications for potential 
sequestration totaling $109.333 billion, that was to have been required on January 2, 2013.   
These cuts were to be equally applied to defense and non-defense programs, resulting in a 
reduction of $54.667 billion in each category.  The Report provided that levels of sequestration 
would have been 9.4% for defense function discretionary appropriations, 10.0% for defense 
function direct spending, 8.2% for discretionary appropriations, and 7.6% for direct spending.2 
 

H.R. 8, the American Taxpayer Relief Act of 2012 postponed from January 2, 2013, until 
March 1, 2013, the sequestration required under the BCA.  With H.R. 8 reducing the across-the-
board cuts to about $85 billion, a recent analysis by the Center on Budget and Policy Priorities 
suggests that most Pentagon accounts would drop by 7.3 percent, while most domestic agencies 
would lose 5.1 percent.3 
 

Section 255 of the Balanced Budget and Emergency Deficit Control Act of 1985, as 
amended (the BBEDCA) exempts several programs from sequestration, including: several 
retirement benefit programs; all programs administered by the Department of Veterans Affairs; 
net interest; payments to individuals in the form of refundable tax credits; unobligated balances, 
carried over from prior years, for nondefense programs; at the President’s discretion (subject to 
notification to Congress), military personnel accounts may be exempt entirely, or a lower 
sequestration percentage may apply; prior legal obligations of the federal government in 
specified budget accounts; most low income programs. 
 

However, salaries and expense accounts for most programs, including those operated by 
the Food Safety and Inspection Service and the Food and Drug Administration, are largely not 
exempt from sequestration.  Should sequestration occur, agency services could be curtailed and 
the processing of applications for federal programs could be delayed or cancelled.  In fact, the  

                                                 
1 The full Report can be found at http://www.washingtonpost.com/blogs/ezra-klein/files/2012/09/Combined_STAReport_Watermark.pdf.  
2 According to “Technical Budget Analyses” prepared by OMB to accompany the FY 2013 budget request, “Direct spending includes the major 
entitlement programs, such as Social Security, Medicare, Medicaid, Federal employee retirement, unemployment compensation, and the 
Supplemental Nutrition Assistance Program (SNAP). It also includes such programs as deposit insurance and farm price and income supports, 
where the Government is legally obligated to make payments under certain conditions.”  See 
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2013/assets/technical_analyses.pdf at p.432. 
3 The Center’s report can be found at http://www.offthechartsblog.org/heres-how-the-march-1-sequester-would-work/. 

http://www.washingtonpost.com/blogs/ezra-klein/files/2012/09/Combined_STAReport_Watermark.pdf
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2013/assets/technical_analyses.pdf
http://www.offthechartsblog.org/heres-how-the-march-1-sequester-would-work/
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threat of sequestration has already impacted agency operations as resources are devoted to 
determining how to deal with the across-the-board cuts, and agencies slow discretionary action to 
preserve options.4 
 

Furthermore, as indicated above, even though the percentages for across-the-board cuts 
are reduced, so is the time frame.  As a practical matter, it may be more difficult for agencies to 
absorb even the smaller cuts in a shorter time frame. 
 

And while the Report includes several statements calling on Congress to take action to 
avoid sequestration, claiming that “…sequestration was never intended to be implemented.  The 
Administration strongly believes that sequestration is bad policy, and that Congress can and 
should take action to avoid it by passing a comprehensive and balanced deficit reduction 
package.”, 5 both Republican and Democratic Members of Congress increasingly say that they 
expect these cuts to occur on March 1, even if they are in some fashion reversed at a later date. 
 
The Continuing Resolution 
 

Congress must adopt, in some form, an extension of the Continuing Resolution (CR) 
before March 27 to avoid a shut down of government programs.  No action has yet been taken 
that indicates if Congress is likely to simply extend the current CR through the end of the federal 
fiscal year, September 30, 2013, or if it might be extended with some modifications.  These 
decisions will be impacted by any decisions made regarding how to deal with sequestration, 
because if spending reductions occur, how they are included – or reversed – in any further 
appropriations activity, becomes key. 
 

There is an additional dynamic in play this year as a result of changes in key committee 
leadership positions.  Different leaders may have different priorities that are yet to be 
determined.  Senator Barbara Mikulski (D-MD) has replaced Senator Daniel Inouye (D-HI) as 
chair of the full Senate Appropriations Committee, following the passing of Senator Inouye.   
Congressman Robert Aderholt (R-AL) replaces Congressman Jack Kingston (R-GA) as the 
Chairman of the Agriculture, Rural Development, Food and Drug Administration and Related 
Agencies Subcommittee of the House Appropriations Committee as a result of the term limit on 
Congressman Kingston’s Chairmanship.6   Senator Herb Kohl (D-WI), the former Chairman of  

                                                 
4 “Threat of Automatic Cuts Costly to Federal Agencies”, Washington Post, January 27, 2013; http://www.washingtonpost.com/politics/threat-of-
automatic-cuts-costly-to-federal-agencies/2013/01/27/ff63fb84-5f33-11e2-9940-6fc488f3fecd_story.html 
http://www.washingtonpost.com/politics/threat-of-automatic-cuts-costly-to-federal-agencies/2013/01/27/ff63fb84-5f33-11e2-9940-
6fc488f3fecd_story.html.  
5 The Report, at page 1. 
6 Congressman Kingston has now become Chairman of the Labor, Health and Human Services, Education, and Related Agencies Subcommittee. 

http://www.washingtonpost.com/politics/threat-of-automatic-cuts-costly-to-federal-agencies/2013/01/27/ff63fb84-5f33-11e2-9940-6fc488f3fecd_story.html
http://www.washingtonpost.com/politics/threat-of-automatic-cuts-costly-to-federal-agencies/2013/01/27/ff63fb84-5f33-11e2-9940-6fc488f3fecd_story.html
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the Senate Agriculture, Rural Development, Food and Drug Administration and Related 
Agencies Subcommittee has retired.  Senator Mark Pryor (D-AR) has announced that he will be 
the new Subcommittee Chairman. 

 
It also should be noted that Congress has not completed a single individual appropriations 

bill in the past few years.  Instead, the twelve individual bills have been included in either single 
or multiple omnibus measures.  In fact, for FY 2011 Congress approved four CRs before it 
approved the final CR for the full fiscal year.  Each of these CRs provided an opportunity, 
particularly for House members and leadership, to insist upon additional spending cuts in certain 
programs as a condition of the approval of the CR.  That pattern could well be repeated with the 
upcoming CR, even if a broader budget agreement is reached. 
 
The Budget Resolution 
 

As emphasized by HR 8, the House and Senate are required to adopt “a Budget 
Resolution” by April 15, or face having Member salaries placed in escrow until action is 
completed.  This does not mean that a final Budget Resolution will have to be completed by 
April 15, but only that the House and Senate independently adopt their own Budget Resolutions.   
 

The Budget Resolution sets the framework for Congressional budget procedures.  It 
establishes spending limits that are assigned to the Appropriations Committee, and that limit is in 
turn delegated in portions to each of the Appropriations Subcommittees.  As noted by the Senate 
Budget Committee, the Budget Resolution is not signed by the President, and does not have the 
force of law.7  It is possible that a Budget Resolution may ultimately require Congress to 
undertake a Budget Reconciliation bill to enforce the spending limits imposed by the Budget 
Resolution. 
 
So far both the House and Senate leaders have indicated that each body will take up a Budget 
Resolution prior to April 15.   However, the two proposals are likely to have significant 
differences.   
 

House Budget Committee Chairman Paul Ryan (R-WI) has said that he wants a Budget 
Resolution that will balance the federal budget in ten years.8  Some suggest that this would be  

 
 
 
 

                                                 
7 “The Budget Control Act Serves as the Budget for 2012 and 2013”; http://budget.senate.gov/democratic/index.cfm/budgetresolution?p=fiscal-
year-2013.  
8 “Boehner, Ryan Gamble on Pledge to Balance the Budget in 10 Years”; http://thehill.com/homenews/house/278965-boehner-ryan-gamble-with-
pledge-to-balance-the-budget-in-10-years.   

http://budget.senate.gov/democratic/index.cfm/budgetresolution?p=fiscal-year-2013
http://budget.senate.gov/democratic/index.cfm/budgetresolution?p=fiscal-year-2013
http://thehill.com/homenews/house/278965-boehner-ryan-gamble-with-pledge-to-balance-the-budget-in-10-years
http://thehill.com/homenews/house/278965-boehner-ryan-gamble-with-pledge-to-balance-the-budget-in-10-years
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16 years earlier than he had previously proposed, and would mean cutting all government 
operations by one-sixth — or by nearly 40 percent, if Chairman Ryan exempts entitlement 
programs and defense.9 
 

New Senate Budget Committee Chairwoman Patty Murray (D-WA) has pledged to 
protect the Supplemental Nutrition Assistance Program (SNAP, formerly Food Stamps) in the 
Budget Resolution.10  The SNAP program is the largest mandatory spending program within the 
USDA budget, accounting for approximately $80 billion in FY 2012.  The Senate Farm Bill cut 
$4.5 billion from the program over ten years, while the House Agriculture Committee’s 
approved bill increased this amount to $16 billion over ten years.  There are reports that 
conservative House Members want to cut SNAP even further.  In fact, the House FY 2013 
Budget Resolution called for converting initially SNAP, and then over time other food assistance 
programs, into a Block Grant.   
 

Given these differing views, completion of a single Budget Resolution that both the 
House and Senate can agree upon will be a clear challenge.  But the nature of these two 
Resolutions will influence other legislative proposals coming from the 113th Congress, and could 
well impact federal spending limits for the next ten years. 
 
The Debt Limit Again 
 

All of these items will bring us back to the Debt Limit in mid May or perhaps in early 
summer.  Even though the Debt Limit extension is targeted for May 19, the Treasury Department 
may again use extraordinary measures to manage the debt until July or August.   What type of 
extension may be provided will again depend upon what actions have been taken in the 
intervening months. 
 
FY 2014 Appropriations Action 
 

As noted above, the President will submit his FY 2014 Budget Request to Congress at 
some point within the next six weeks.  His request may well color how House and Senate leaders 
advance spending and legislative priorities in the coming months because his budget request may 
either help support or might supplement other Congressional recommendations. 
 

                                                 
9 “House Republicans, living in a fantasy world”; Dana Milbank; Washington Post; January 25, 2013; 
http://www.washingtonpost.com/opinions/dana-milbank-house-republicans-living-in-a-fantasy-world/2013/01/25/918116ec-6712-11e2-85f5-
a8a9228e55e7_story.html.  
10http://budget.senate.gov/democratic/index.cfm/pressreleases---statements?ContentRecord_id=993c1d83-d12a-473b-a252-
4be1803a4288&ContentType_id=40fa0d81-5955-4941-88e6-75ce8cfd67b4&98533c0c-fb7f-4c08-9a85-cdcbef5fc6c8&Group_id=2ae1491e-
2251-4893-9fae-fdfc42eda2f3.  

http://www.washingtonpost.com/opinions/dana-milbank-house-republicans-living-in-a-fantasy-world/2013/01/25/918116ec-6712-11e2-85f5-a8a9228e55e7_story.html
http://www.washingtonpost.com/opinions/dana-milbank-house-republicans-living-in-a-fantasy-world/2013/01/25/918116ec-6712-11e2-85f5-a8a9228e55e7_story.html
http://budget.senate.gov/democratic/index.cfm/pressreleases---statements?ContentRecord_id=993c1d83-d12a-473b-a252-4be1803a4288&ContentType_id=40fa0d81-5955-4941-88e6-75ce8cfd67b4&98533c0c-fb7f-4c08-9a85-cdcbef5fc6c8&Group_id=2ae1491e-2251-4893-9fae-fdfc42eda2f3
http://budget.senate.gov/democratic/index.cfm/pressreleases---statements?ContentRecord_id=993c1d83-d12a-473b-a252-4be1803a4288&ContentType_id=40fa0d81-5955-4941-88e6-75ce8cfd67b4&98533c0c-fb7f-4c08-9a85-cdcbef5fc6c8&Group_id=2ae1491e-2251-4893-9fae-fdfc42eda2f3
http://budget.senate.gov/democratic/index.cfm/pressreleases---statements?ContentRecord_id=993c1d83-d12a-473b-a252-4be1803a4288&ContentType_id=40fa0d81-5955-4941-88e6-75ce8cfd67b4&98533c0c-fb7f-4c08-9a85-cdcbef5fc6c8&Group_id=2ae1491e-2251-4893-9fae-fdfc42eda2f3
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Given that the submission of the budget request is likely to be later than usual, that there 
are new leaders on key Appropriation Subcommittees, and that there are the other budget bill 
deadlines discussed above, it is not possible to predict if the House and Senate Appropriations 
Committees will hold as many hearings as they have in prior years.  Deadlines for the 
submission to the various Subcommittees of public statements regarding the budget request are 
also yet to be determined.   
 

Procedurally, bills ideally start to move through Subcommittees to the full Committee in 
mid to late May, and then to the House floor in June.  Senate action may occur shortly thereafter.  
Whether or not this process will be followed this year, or if bills will be delayed because these 
other matters have not been fully resolved, is yet to be determined. 
 

We hope this information is helpful to you.  Should you have any questions, please feel 
free to contact Roger Szemraj at rszemraj@ofwlaw.com or (202) 789-1212. 
 
 

mailto:rszemraj@ofwlaw.com

