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EXECUTIVE OFFICE OF THE PRESIDENT
OFFIGE OF MANAGEMENT AND BUDGET
WASHINGTON, .C. 20503

March 18, 2019

The President
The White House
Washington, DC 20500

Dear Mr. President:

Enclosed please find the OMB Sequestration Preview Report to the President and
Congress for Fiscal Year 2020, 1t has been prepared pursuant to section 254 of the Balanced
Budget and Emergency Deficit Control Act of 1985 (BBEDCA).

As required by law, the Preview Report, the first of the three required sequestration
reports for 2020, sets forth estimates for the current year and each subsequent year through 2021
of the applicable discretionary spending limits for each category. This includes adjusiments that
are calculated in the OMB Repori fo the Congress on the Joint Committee Reductions for Fiscal
Year 2020 and adjustments due to changes in concepts and definitions. The report also provides
a summary of the proposed and anticipated changes to the discretionary spending limits
contained in the 2020 Budget.

Sincerely,

GRavsy—

Russell T. Vought
Acting Director

Enclosure

Identical Letter Sent to The Honorable Michael R. Pence
and The Honorable Nancy Pelosi







I. INTRODUCTION

The Budget Control Act of 2011 (BCA; Public
Law 112-25) amended the Balanced Budget and
Emergency Deficit Control Act of 1985 (BBEDCA),
which had expired in 2002, by reinstating BBEDCA’s
limits on discretionary budget authority for 2012
through 2021. Since enactment of the BCA, these
spending limits have been revised a number of times,
with the most recent changes occurring in the form
of two-year budget agreements. The 2014 and 2015
limits were revised by the Bipartisan Budget Act of
2013 (BBA 0f 2013; Public Law 113-67). The 2016 and
2017 limits were revised by the Bipartisan Budget
Act of 2015 (BBA of 2015; Public Law 114-74). Most
recently, the 2018 and 2019 limits were revised by the
Bipartisan Budget Act of 2018 (BBA of 2018; Public
Law 115-123).

Section 254 of BBEDCA requires OMB to issue a
sequestration preview report with the President’s
Budget submission. This preview report, the first
of the three required sequestration reports for 2020,
provides the status of the discretionary limits for the
current year (2019), the budget year (2020), and for
2021 as of the date of the President’s 2020 Budget
submission. The estimates in this report of the 2019
caps remain unchanged from the levels included in
OMB’s final sequestration report for 2019, which
was released on March 4, 2019. For the 2020 caps,
section 251A of BBEDCA requires an adjustment in
this report based on the calculations included in the
OMB Report to the Congress on the Joint Committee
Reductions for Fiscal Year 2020. Since no legislation
has been enacted that replaces the Joint Committee
reductions to the caps for discretionary programs
beyond 2019, under current law these reductions to
the discretionary caps continue in 2020 and 2021.
As part of its commitment to fiscal restraint, the
Administration does not favor a new cap deal for
changing the 2020 and 2021 caps. Instead, the 2020
Budget remains within the base discretionary caps
in 2020 for both defense and non-defense after tak-
ing into account the Joint Committee reductions. In
2021, the Budget funds defense programs at the esti-

mated BBEDCA cap while beginning an annual two
percent (or “2-penny”) decrease to non-defense pro-
grams. Additional national defense requirements in
2020 and 2021 are met by requesting those funds as
Overseas Contingency Operations and as emergency
requirements. This report describes the President’s
goal to fully resource its national security needs while
paying for those increases over time with reductions
in non-defense spending with proposals for new caps
in 2022 through 2029 that would enhance America’s
security while rebalancing the non-defense mission to
focus on core Government functions.

This report takes into account final appropriations
and the adjusted caps for 2019 included in the OMB’s
final sequestration report for 2019. This is in contrast
to other 2020 Budget materials that were largely fi-
nalized before the Consolidated Appropriations Act,
2019 (Public Law 116-6) was enacted. The next up-
date to the caps is anticipated in August when OMB
will issue a sequestration update report that will
provide a mid-year status update on the limits and
enacted appropriations, if any, as well as a preview
estimate of the 2020 adjustment for disaster relief
funding. OMB will issue a final sequestration report
for 2020 after the end of this congressional session
that will contain final estimates of enacted appropria-
tions and any adjustments to the discretionary lim-
its. If it is determined that a cap is breached, that
final report for 2020 will also include a Presidential
Order to implement a sequestration of non-exempt
discretionary accounts within that category to elimi-
nate the breach. As required by BBEDCA, OMB’s es-
timates of discretionary appropriations for 2020 and
the calculations in each 2020 sequestration report, in-
cluding this preview report, are made using the same
economic and technical assumptions underlying the
President’s 2020 Budget. In addition, each of these
reports will include, where appropriate, comparisons
between OMB’s estimates and estimates from the
Congressional Budget Office and an explanation of
any differences between those estimates.
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II. DISCRETIONARY SEQUESTRATION PREVIEW REPORT

Discretionary programs are funded annually
through the appropriations process. BBEDCA lim-
its—or caps—budget authority available for discre-
tionary programs each year through 2021 but does not
require that the Congress appropriate the full amount
available under the discretionary limits. Throughout
each session of the Congress, OMB is required to
monitor compliance with the discretionary spending
limits. Within seven working days of enactment of an
appropriations bill, OMB reports its estimates of the
total new discretionary budget authority provided by
the legislation. If the bill provides additional appro-
priations for the current year, OMB also determines
at that time whether the additional budget authority
would cause total discretionary appropriations to ex-
ceed the relevant cap for that year. OMB makes the
same determination for the budget year at the end
of each session of the Congress. Appropriations that
OMB estimates to exceed the budget authority caps
trigger an across-the-board reduction (or sequestra-
tion) to eliminate the excess spending. However, if the
caps for the current year are breached late in the fiscal
year (after June 30), the caps for the following budget
year are reduced by the amount of the breach.

Section 251 of BBEDCA specifies two categories
for discretionary funding.! The revised security cat-
egory includes only the discretionary programs in the
defense budget function 050 (the “defense” category),
which mainly consists of the Department of Defense
and significant portions of agency budgets for the
Department of Energy (including the National Nuclear
Security Administration) and the Federal Bureau of
Investigation. The revised nonsecurity category con-
sists of all discretionary programs not in the revised
security category—essentially all non-defense (or non-
050) budget functions (the “non-defense” category).

At this time, no adjustments are made to the current
year 2019 caps and they presently stand at $716.0 bil-
lion for defense and $620.6 billion for non-defense —

1 For more information on the structure of the BBEDCA spending caps
and how they have changed over time, see Table 1 of this report or con-
sult any of the OMB’s sequestration reports to the President and Congress
during this Administration on OMB’s website: https://www.whitehouse.
gov/omb/legislative/sequestration-reports-orders/.  Sequestration reports
that were prepared under the previous Administration are available at the
following archive site: https://obamawhitehouse.archives.gov/omb/legisla-
tive_reports/sequestration.

the same levels included in OMB’s final sequestration
report for 2019 that was released on March 4, 2019.
For 2020, section 251A of BBEDCA requires reduc-
tions at this time to the current 2020 caps as part of
Joint Committee enforcement. These reductions are
described in the current law adjustments section be-
low, but only adjustments for 2020 are made at this
time. Unless there is a change to current law, similar
reductions will be required for 2021 when OMB issues
its Joint Committee and sequestration preview reports
for that year. The precise amount of those reductions
is unknown at this time, as it depends in part on the
relative size of sequestrable mandatory outlays in the
baseline for each of those Budgets. Therefore, those
future cap reductions are not reflected in the revised
limits used in this report.

Table 1 summarizes the history of changes that have
occurred to the discretionary caps since their rein-
statement and summarizes the changes to these limits
included in the 2020 Budget, which are discussed in
more detail in the proposed changes and anticipated
adjustments sections below.

Current Law Adjustments to
Discretionary Limits

BBEDCA permits certain adjustments to the dis-
cretionary limits. Section 251(b)(1) allows for adjust-
ments due to changes in concepts and definitions in
this report, after consultation with the Congressional
Budget Office and the congressional Budget
Committees. Section 251(b)(2) also authorizes certain
adjustments after the enactment of appropriations. At
this time, OMB includes no change to the caps for con-
cepts and definitions or adjustments pursuant to sec-
tion 251(b)(2). The OMB Report to the Congress on the
Joint Committee Reductions for Fiscal Year 2020 dis-
cusses the calculations that determine the amount of
cap reductions required to meet the Joint Committee
deficit reduction requirement for 2020. Based on the
estimates in that report, the defense cap is reduced
by $53.8 billion and the non-defense cap is reduced
by $34.8 billion. These adjustments are made to the
respective current law caps in Table 2. These adjust-
ments revise the cap for defense in 2020 from $630.0
billion to $576.2 billion and revise the cap for non-de-


https://www.whitehouse.gov/omb/legislative/sequestration-reports-orders/
https://www.whitehouse.gov/omb/legislative/sequestration-reports-orders/
https://obamawhitehouse.archives.gov/omb/legislative_reports/sequestration
https://obamawhitehouse.archives.gov/omb/legislative_reports/sequestration
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Table 2. PREVIEW REPORT DISCRETIONARY
SPENDING LIMITS UNDER CURRENT LAW

(Net budget authority in millions of dollars)

2019 2020 2021
DEFENSE (OR “REVISED SECURITY”) CATEGORY
2019 Final Sequestration Report Spending Limit ........c.cccccvvieiiniiiiniiieniiienecreeceeneseee 716,004 630,000 644,000
Joint Committee Enforcement Reductions pursuant to section 251A of BBEDCA:

Defense Cap Reduction for 2020 ..........ccceoiiiiieiieeiiieiiiciienie et sve e sinees eeeaeas -53,825 ...
Preview Report Spending LAMIt ..........ooueeieeieeieinieeeiiieeeeiieeeeetieeeeetieeeeteeeeeieeeeeiteeeeenseeeenreeenennes 716,004 576,175 644,000
NON-DEFENSE (OR “REVISED NONSECURITY”) CATEGORY
2019 Final Sequestration Report Spending Limit .........ccccceeciiieriiieeiiiiieeiieeceeeeiee e 620,576 578,000 590,000

Joint Committee Enforcement Reductions pursuant to section 251A of BBEDCA:

Non-Defense Cap Reduction for 2020 ..........cccceeeiiieiiiieeiiiiieriee e esveeeesveeesiees eeeseaees -34,807 L
Preview Report Spending LiMIt ..........ccuvieeeveiieiiieeiiieeeeiieeeiieeeeeeeeeieeeeiteeesvveeeniveeeeereeesnees 620,576 543,193 590,000
TOTAL DISCRETIONARY FUNDING

2019 Final Sequestration Update Report,

Total Discretionary SPEeNAiNg ..........ccceercieeeeriieeeiieeeiieeeesreeeesaeeesrreeesaeeeessseeesssseesssseesssens 1,336,580 1,208,000 1,234,000
2020 Budget Preview Report,

Total Discretionary Spending ................................................................................................. 1,336,580 1,119,368 1'234 000

fense from $578.0 billion to $543.2 billion. OMB will
be required to implement reductions to the 2021 dis-
cretionary caps when it issues its preview report for
the 2021 Budget unless legislation is enacted to can-
cel the Joint Committee reductions. However, as dis-
cussed above, since those reductions are not required
at this time and will need to be recalculated based on
the estimates of direct spending programs in the 2021
President’s Budget, the defense and non-defense lim-
its for 2021 officially remain unadjusted at this point.

Proposed Changes to the
Discretionary Limits

The President’s 2018 and 2019 Budgets sought to
rightsize Federal spending priorities by removing the
Joint Committee reductions for the defense category
and paying for the increase by reducing the category
for non-defense programs by about the same amount.
The BBA of 2018, which was enacted shortly before
release of the 2019 Budget, provided substantial in-
creases for both defense and non-defense. As a result,
the Administration transmitted the Addendum to the
President’s FY19 Budget to Account for the Bipartisan

Budget Act of 2018? (the “Addendum”). The Addendum
fully funded vital national security needs by budgeting
up to the $647.0 billion defense cap but it also demon-
strated fiscal restraint by budgeting for only $540.0
billion of the $597.0 billion non-defense cap level in
the agreement. The proposals in the Addendum re-
sponsibly utilized the extra room for non-defense by
eliminating long-used gimmicks to circumvent the
caps.

The 2020 Budget follows a similar roadmap to the
Administration’s previous budget proposals by en-
suring national security needs are fully funded while
restraining lower-priority spending. The Budget ad-
heres to the current law discretionary caps of $576.2
billion for defense and $543.2 billion for non-defense
in 2020. In 2021, the Administration proposes no
change to the existing defense and non-defense caps
but would fund defense programs at the estimated
BBEDCA cap while beginning an annual two percent
(or “2-penny”) decrease to non-defense programs,

2 The Addendum was released with the 2019 Budget on February
12, 2018 and is available on the OMB website: https://www.whitehouse.
gov/omb/budget/. The detailed amendments to the 2019 Budget to reflect
the Addendum and other changes or corrections were transmitted to the
Congress on April 13, 2018. The amendments are also available on the
OMB website: https://www.whitehouse.gov/omb/supplementals-amend-
ments-and-releases/.


http://www.whitehouse.gov/omb/budget/
http://www.whitehouse.gov/omb/budget/
https://www.whitehouse.gov/omb/supplementals-amendments-and-releases/
https://www.whitehouse.gov/omb/supplementals-amendments-and-releases/
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which effectively means that non-defense in the
2020 Budget falls below the estimated 2021 cap by
$24.1 billion. However, in order to fully resource na-
tional defense requirements, funding above the 2020
and 2021 caps will be necessary. The Budget pro-
poses additional Overseas Contingency Operations
and emergency requirement funding to accomplish
this, as discussed in the next section. After 2021,
the 2020 Budget proposes defense caps through
2029 that resource national defense requirements
while NDD caps are proposed that would continue
the 2-penny decrease for each year.

This shift in policy will enhance America’s nation-
al security and continue putting America first by
maintaining critical investments for the U.S. mili-
tary while making the difficult choices necessary to
scale back the non-defense mission. The 2020 Budget
does so by focusing on the core Government respon-
sibilities of protecting America’s border, caring for
U.S. veterans, and enhancing law enforcement.
Meeting these levels will require discipline and fis-
cal prudence, but the 2020 Budget demonstrates
how these transformational changes in Government
funding can be made responsibly. The caps for 2020
and 2021 along with the proposed extension of the
base caps in 2022 and beyond are shown on Table 3.

The Budget further proposes to reduce its re-
quested non-defense caps in 2022 and beyond to ac-
count for a policy proposal to reduce Federal agen-
cies’ contributions to the retirement plans of civilian
employees. Consistent with current policy, there
is no reduction to the non-defense cap in 2021 for
this reform but the 2020 Budget effectively spends
$6.4 billion less in 2021 to account for it (which
brings the combined spending in the 2020 Budget
to $30.6 billion below the estimated non-defense
cap in 2021). Reducing the caps in 2022 and be-
yond will prevent the savings achieved by this re-
form from being redirected to augment existing
non-defense programs. Reforms to the retirement
plans of Federal civilian employees would also yield
savings in the defense category, but no defense cap
reduction is included because those savings would
be redirected to critical national security invest-
ments within the category. This proposed change is
also included on Table 3. For more information on
this proposal and the Administration’s discretionary

cap policy, please see the Budget Enforcement and
Budget Presentation section of the Budget Process
chapter in the Analytical Perspectives volume of the
President’s 2020 Budget.

Anticipated Current Law Adjustments
Pursuant to BBEDCA

Section 251(b)(2) of BBEDCA allows for adjustment
of the discretionary caps, provided that certain condi-
tions are met and/or specific designations are provided.
Several proposals included in the Budget, if enacted,
would trigger these adjustments to the discretionary
caps. These anticipated adjustments, shown in Table
3, include the following:

Emergency Requirement Appropriations.—These ad-
justments are authorized by section 251(b)(2)(A)(i) of
BBEDCA and include funding for amounts that the
Congress designates in law and the President subse-
quently so designates as being an emergency require-
ment on an account-by-account basis. In OMB’s fi-
nal sequestration report for 2019, a total adjustment
of $1.7 billion was made to the non-defense cap in
2019 for an emergency requirement provided in the
Supplemental Appropriations for Disaster Relief Act,
2018 (division I of the FAA Reauthorization Act of
2018; Public Law 115-254). This appropriation was for
the Department of Housing and Urban Development
to support disaster recovery efforts.

For 2020, the Budget proposes emergency require-
ments totaling $9.2 billion for the Department of
Defense. This request is provided to address border
security and hurricane recovery needs and is shown
as an anticipated adjustment to the defense cap on
Table 3. The Budget also permits in section 7055 of
the Department of State and Other International
Programs chapter a repurposing of emergency funds
that were previously enacted for Ebola response and
preparedness in 2015. However, this amount is not
a net addition in new funding, so no adjustment to
the caps is displayed . The Budget does not include
any other funding designated as a BBEDCA emer-
gency requirement for 2020 or beyond. However, the
2020 Budget does propose to eliminate the Title 17
Innovative Technology Loan Guarantee Program and
the Advanced Technology Vehicles Manufacturing
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Loan Program in the Department of Energy. These
proposals include a permanent cancellation of all of
the remaining balances of emergency funding, which
were never designated pursuant to BBEDCA. The
Budget also proposes permanent cancellations in the
Department of Housing and Urban Development’s
Tenant-based and Project-based Rental Assistance ac-
counts as part of an accounting cleanup. These cancel-
lations are not re-designated as emergency; therefore,
no savings are being achieved under the caps nor will
the caps be adjusted for these cancellations.

Overseas Contingency Operations/Global War on
Terrorism (OCO/GWOT). These adjustments are
authorized by section 251(b)(2)(A)(ii) of BBEDCA
and include funding for amounts that the Congress
designates in law and the President subsequently
so designates as being for OCO/GWOT activities on
an account-by-account basis. In OMB’s final seques-
tration report for 2019, a total adjustment for OCO/
GWOT appropriations of $77.0 billion was made with
$69.0 billion provided for defense programs and $8.0
billion provided for international programs. For 2020,
as noted previously, the President’s Budget fully funds
national defense requirements and that leads to a re-
quest for a significant increase in OCO/GWOT fund-
ing due to limited resources under the current law
discretionary caps for 2020 and 2021. As a result,
the 2020 Budget provides for OCO/GWOT activities
a total of $164.6 billion in 2020 and $155.8 billion in
2021. These amounts fund direct war costs, enduring
in-theater support, and certain base budget require-
ments. After 2021, which is the final year of the dis-
cretionary caps in current law, outyear OCO amounts
for 2022 and 2023 would be $20.0 billion in each year
and $10.0 billion in 2024, consistent with the outyear
OCO amounts included in OMB’s 2019 Mid-Session
Review. For 2025 through 2029, the OCO/GWOT
amounts reflect a notional $10.0 billion placeholder
that is consistent with a potential transition of cer-
tain OCO costs into the base budget while continu-
ing to fund contingency operations. The placeholder
amounts for 2025 through 2029 do not reflect specific
decisions or assumptions about OCO funding in any
particular year. All of the OCO/GWOT amounts in the
2020 Budget are for the Department of Defense and
they are allocated as anticipated adjustments to the
defense category in Table 3.

Social Security Dedicated Program Integrity
Activities.—Section 251(b)(2)(B) of BBEDCA authoriz-
es an adjustment of the caps by the amounts appropri-
ated for Continuing Disability Reviews (CDRs) and re-
determinations in the Social Security Administration
(SSA). CDRs are periodic reevaluations conducted to
determine if recipients of Social Security Disability
Insurance benefits and Supplemental Security Income
(SSI) for persons with disabilities still qualify for
benefits. Redeterminations are periodic reviews of
non-medical factors of eligibility, such as income and
resources, for the means-tested SSI program and gen-
erally result in a revision of the individual’s benefit
level. SSA may also use cap adjustment funds for
work CDRs, cooperative disability investigation units,
and special attorneys for fraud prosecutions. The
maximum cap adjustment in each year is specified in
BBEDCA and becomes available only if a base level,
before the adjustment, of $273 million is provided for
these purposes in the appropriations bill. The intent
of this adjustment is to ensure sufficient resources for
SSA to reduce improper payments and achieve sav-
ings in mandatory spending totaling tens of billions of
dollars over the next 10 years, and additional savings
in the outyears.

The 2019 Labor, HHS, and Education Appropriations
Act (division B of Public Law 115-245) (the “2019 LHHS
Act”) provided the base appropriation of $273 million
and the full $1.4 billion cap adjustment appropriation
authorized for 2019 under BBEDCA. This amount was
included as an adjustment to the non-defense category
in OMDB’s final sequestration report for 2019. The 2020
Budget provides both the base funding level of $273
million and the maximum cap adjustment level of $1.3
billion specified in BBEDCA through discretionary
appropriations in 2020. The $1.3 billion adjustment
is displayed in 2020 as an anticipated adjustment to
the non-defense category in Table 3 along with an ad-
justment at the authorized level in BBEDCA for 2021
followed by amounts that grow with current services
inflation for each year thereafter. The “Discretionary
Funding for Program Integrity Cap Adjustments” dis-
cussion in the Budget Reform Proposals section of the
Budget Process chapter in the Analytical Perspectives
volume of the 2020 Budget provides a complete de-
scription of this and other program integrity efforts
along with OMB’s methodology in determining their
effectiveness. A new Payment Integrity chapter in
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Analytical Perspectives also includes a comprehensive
discussion of this and other program integrity propos-
als.

Health Care Fraud and Abuse Control (HCFAC).—
Section 251(b)(2)(C) of BBEDCA authorizes adjust-
ment of the caps by amounts appropriated for HCFAC
activities, which include efforts to reduce the Medicare
improper payment rate, support the Health Care
Fraud Prevention and Enforcement Action Team ini-
tiative, and reduce Medicaid improper payment rates.
The maximum HCFAC cap adjustment in each year
is specified in BBEDCA and becomes available only
if a base level of $311 million for these purposes is
provided in the appropriations bill before the adjust-
ment. The 2019 LHHS Act provided the base appro-
priation of $311 million and the full $454 million cap
adjustment appropriation authorized for 2019 under
BBEDCA. This amount was included as an adjustment
to the non-defense category in OMB’s final sequestra-
tion report for 2019. The 2020 Budget fully funds the
base amount for this program and includes the full
cap adjustment of $475 million permitted by BBEDCA
for 2020. The $475 million adjustment is displayed
in 2020 as an anticipated adjustment to the non-de-
fense category in Table 3 along with an adjustment
at the authorized level in BBEDCA for 2021 followed
by amounts that grow with current services inflation
for each year thereafter. The “Discretionary Funding
for Program Integrity Cap Adjustments” discussion
in the Budget Reform Proposals section of the Budget
Process chapter in the Analytical Perspectives volume
of the 2020 Budget provides a complete description of
this and other program integrity efforts along with
OMB’s methodology in determining their effective-
ness. A new Payment Integrity chapter in Analytical
Perspectives also includes a comprehensive discussion
of this and other program integrity proposals.

Disaster Funding —Section 251(b)(2)(D) of BBEDCA
authorizes an adjustment to the caps for appropria-
tions that are designated by the Congress as being
for “disaster relief,” which is defined as activities car-
ried out pursuant to a determination under section
102(2) of the Robert T. Stafford Disaster Relief and
Emergency Assistance Act (42 U.S.C. 5122(2)). Prior
to enactment of the Consolidated Appropriations Act
of 2018 (Public Law 115-141), BBEDCA set a limit (or
“funding ceiling”) for the adjustment that was deter-

12

mined through a formula that added the total average
funding provided for disaster relief over the previous
10 years (excluding the highest and lowest years) plus
any portion of the ceiling for the previous year that
was not appropriated (or “carryover”). If the carryover
from one year was not used in the subsequent year, it
would not carry forward for a second year. This led to
a precipitous decline in the funding ceiling as higher
disaster funding years began to fall out of the 10-year
average formula.

Division O of Public Law 115-141 amended BBEDCA
to stabilize the disaster formula by redefining the cal-
culation beginning in fiscal year 2019. Under the new
calculation, the funding ceiling is determined by add-
ing three pieces: 1) the same 10-year average as calcu-
lated under the previous formula; 2) a portion of dis-
cretionary amounts appropriated to address Stafford
Act disasters that were designated as emergency re-
quirements pursuant to BBEDCA; and 3) the cumula-
tive net carryover from 2018 and all subsequent fis-
cal years. On April 23, 2018, OMB released the OMB
Report on Disaster Relief Funding to the Committees
on Appropriations and the Budget of the U.S. House
of Representatives and the Senate, 20183, which speci-
fied the methodology and criteria OMB is using for
estimating the emergency appropriations for Stafford
Act disasters that will apply in the new formula under
step 2.

Section 254(e) of BBEDCA requires OMB to include
in its August update report a preview estimate of the
adjustment for disaster funding for the upcoming fis-
cal year. As required by law, OMB included in its OMB
Sequestration Update Report to the President and
Congress for Fiscal Year 2019* (released on August 20,
2018) a calculation of the new disaster relief ceiling
that took into account the new formula and applied
the methodology for estimating emergency require-
ments that were provided for Stafford Act disasters.
The update report calculated a preview estimate
of nearly $15.0 billion for the ceiling in 2019. The
Congress provided an appropriation of $12.0 billion
for 2019 for disaster relief activities for the Federal
Emergency Management Agency’s Disaster Relief

3 The report is available on the OMB website: https://www.whitehouse.
gov/omby/legislative/omb-reports/

4 The report is available on the OMB website: https://www.whitehouse.
gov/omby/legislative/sequestration-reports-orders/.
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Fund (DRF) in the 2019 Department of Homeland
Security Appropriations Act (division A of Public Law
116-6) and this amount was added to the 2019 non-de-
fense cap in OMB’s final sequestration report for 2019.

The amount enacted for disaster relief in 2019 is
currently almost $3.0 billion below the preview ceil-
ing estimate of $15.0 billion. Under the new formula,
this carryover will be applied to the 2020 ceiling if no
further 2019 appropriations are enacted as disaster
relief beforehand. The 2020 ceiling is currently esti-
mated to be nearly $17.3 billion based on the follow-
ing three components: the 10-year average including
enacted 2019 appropriations ($7.9 billion); 5 percent
of Stafford Act emergencies since 2012 ($6.4 billion)?;
and carryover from the previous year ($3.0 billion).
Any revisions necessary to account for further changes
in 2019 appropriations levels will be included in the
2020 sequestration update report, which is expected to
be released in August of 2019.

The 2020 Budget requests $19.4 billion in funding
in FEMA’s DRF to cover the costs of Presidentially-
declared major disasters, including identified costs for
previously declared catastrophic events and the pre-
dictable annual cost of non-catastrophic events expect-
ed to obligate in 2020. The Administration’s request
addresses the significant and unprecedented recovery
needs of the recent hurricanes and wildfires that have
devastated our Nation. Consistent with past practice,
the 2020 request level does not seek to pre-fund antici-
pated needs in other programs arising out of disasters
that have yet to occur, nor does the Budget seek fund-
ing for potential catastrophic needs.

This request was developed before enactment of fi-
nal 2019 appropriations and was, therefore, built off
of the 2019 Budget request. In addition, the disaster
relief ceiling in the 2020 Budget was estimated using
assumptions based on the annualized appropriations
in the Continuing Appropriations Act, 2019 (division
C of Public Law 115-245, as amended) (“the 2019 CR”),
which was included in the 2020 Budget’s estimate of
current year funding levels. Combined, these assump-
tions supported the $19.4 billion request. However,

5 This estimate of Stafford Act emergencies includes amounts calculat-
ed in OMB’s 2019 Sequestration Update Report plus an additional amount
for the emergency requirement enacted in the Supplemental Appropriations
for Disaster Relief Act, 2018 (division I of the FAA Reauthorization Act of
2018; Public Law 115-254).

enacted funding in Public Law 116-6 provided an es-
timated $5.3 billion in additional funding than had
been anticipated during 2020 Budget development.
Furthermore, 2020 Budget assumptions under the
2019 CR assumed a disaster relief ceiling of more than
$21.4 billion would be available in 2020, which is $4.1
billion higher than the current estimate of the 2020
ceiling based on enacted 2019 appropriations. In light
of these developments, the Administration believes
the estimated need for 2020 is now $14.1 billion. For
now, the Budget estimate remains unchanged from the
$19.4 billion request but the Administration is consid-
ering possible amendments to the request to accom-
modate the changes in assumptions stemming from
enacted 2019 appropriations.

If more information becomes available about the
need to fund prior or future disasters, additional re-
quests, in the form of either 2019 supplemental ap-
propriation requests or further amendments to the
Budget with appropriate emergency or disaster relief
designations, may be transmitted. After 2020, the
Budget includes a placeholder for disaster relief that
is equal to the 10-year average ($7.4 billion) of disaster
relief that was estimated under 2020 Budget assump-
tions. This level does not reflect a specific request
but a placeholder amount that will be decided on an
annual basis during the normal budget development
process since the Administration does not have ad-
equate information about known or estimated needs
that would be necessary to state the total amount that
will be requested in future years. The current 2020 re-
quest and outyear placeholder amounts are shown on
Table 3 as anticipated cap adjustments to the non-de-
fense category. The “Disaster Relief Funding” section
in the Budget Reform Proposals section of the Budget
Process chapter in the Analytical Perspectives volume
of the 2020 Budget also provides a thorough descrip-
tion of this cap adjustment. However, all estimates in
the Budget Process chapter are based on the 2019 CR
baseline assumptions.

Reemployment Services and Eligibility
Assessments.— Section 30206(c) of title IT of the BBA of
2018 created a new cap adjustment for program integ-
rity efforts under section 251(b)(2)(E) of BBEDCA for
Reemployment Services and Eligibility Assessments
(RESEA). Similar to the SSA dedicated program in-
tegrity and HCFAC cap adjustments, an adjustment
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is permitted up to a maximum amount specified in
BBEDCA if the underlying appropriations bill first
provides a base level of $117 million for these activi-
ties. The RESEA adjustment was first available in
2019 and the 2019 LHHS Act provided the base level
of $117 million and $33 million as a cap adjustment
for these purposes—the maximum allowable adjust-
ment specified for 2019 in BBEDCA. This adjustment
was allocated to the non-defense category in OMB’s fi-
nal sequestration report for 2019. The 2020 Budget
fully funds the base amount for this program and in-
cludes the full cap adjustments permitted by BBEDCA
of $58 million for 2020 and $83 million for 2021. After
2021, the levels for the cap adjustment reflect those
specified for congressional procedures through 2027
with current services inflation then applied in 2028
and 2029. The “Discretionary Funding for Program
Integrity Cap Adjustments” discussion in the Budget
Reform Proposals section of the Budget Process chap-
ter in the Analytical Perspectives volume of the 2020
Budget provides a more complete description of this
and other program integrity efforts. A new Payment
Integrity chapter in Analytical Perspectives also in-
cludes a comprehensive discussion of this and other
program integrity proposals.

Wildfire Suppression Operations.— Division O
of Public Law 115-141, the Stephen Sepp Wildfire
Suppression Funding and Forest Management
Activities Act, created a new adjustment under sec-
tion 251(b)(2)(F) of BBEDCA for wildfire suppres-
sion activities. BBEDCA permits this adjustment
up to a maximum amount specified in the law if the
underlying appropriations bill first funds a base level
for these activities. The base level is defined as the
average costs over ten years for wildfire suppres-
sion operations that was requested in the President’s
2015 Budget for USDA Forest Service and for the
Department of the Interior (DOI). These amounts
have been determined to be $1,011 million for the
Department of Agriculture’s Forest Service and $384
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million for the Department of the Interior (DOI). The
2020 Budget requests these base amounts for wildfire
suppression and seeks the full $2,250 million adjust-
ment authorized in BBEDCA for 2020 with $1,950
million included for Forest Service and $300 million
included for DOI. Providing the full level authorized
in 2020 will ensure that adequate resources are avail-
able to fight wildland fires, protect communities, and
safeguard human life during the most severe wildland
fire season. For 2021 through 2029, the cap adjust-
ment levels are placeholders at the 2020 request level.
Those amounts will be refined in subsequent Budgets,
as data on costs for wildfire suppression operations are
updated annually. For more information on this new
adjustment, see the “Wildfire Suppression Operations
at the Departments of Agriculture and the Interior”
section of the Budget Process chapter of the Analytical
Perspectives volume of the 2020 Budget.

New Cap Adjustment Proposals

Program Integrity.—The 2020 Budget proposes to
amend section 251(b)(2) of BBEDCA to add a new
discretionary cap adjustment related to program in-
tegrity efforts. This new adjustment is for tax admin-
istration activities in the Internal Revenue Service’s
(IRS) Enforcement and Operations Support accounts.
The adjustment would be permitted if the underlying
appropriations bill provides a base level of funding for
these activities. The new adjustment totals $362 mil-
lion for IRS and is included in Table 3 as a proposed
adjustment to the non-defense limit in 2020 and in
all years thereafter. The “Discretionary Funding for
Program Integrity Cap Adjustments” discussion in
the Budget Reform Proposals section of the Budget
Process chapter in the Analytical Perspectives volume
of the 2020 Budget provides a more complete descrip-
tion of this and other program integrity efforts. A new
Payment Integrity chapter in Analytical Perspectives
also includes a comprehensive discussion of this and
other program integrity proposals.
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