
Terms and Definitions
Tax

A sum that legislation imposes upon persons (broadly defined to include individuals, 
trusts, estates, partnerships, associations, companies, and corporations), property, or 
activities to pay for government operations.  The power to impose and collect federal 
taxes is given to Congress in Article I, Section 8, of the U.S. Constitution.  Collections 
that arise from the sovereign powers of the federal government constitute the bulk of 
governmental receipts, which are compared with budget outlays in calculating the 
budget surplus or deficit. (See also Government Receipts under Collections; 
Revenue.) 

Tax Credit

An amount that offsets or reduces tax liability.  When the allowable tax credit amount 
exceeds the tax liability and the difference is paid to the taxpayer, the credit is 
considered refundable and is considered an increase in outlays in the federal budget.  
Otherwise, the difference can be (1) allowed as a carryforward against future tax 
liability, (2) allowed as a carryback against taxes paid, or (3) lost as a tax benefit. (See 

also Tax Expenditure.)

Tax Deduction

An amount that is subtracted from the tax base before tax liability is calculated.

Tax Expenditure

A revenue loss attributable to a provision of the federal tax laws that (1) allows a 
special exclusion, exemption, or deduction from gross income or (2) provides a 
special credit, preferential tax rate, or deferral of tax liability.  Tax expenditures are 
subsidies provided through the tax system.  Rather than transferring funds from the 
government to the private sector, the U.S. government forgoes some of the receipts 
that it would have collected, and the beneficiary taxpayers pay lower taxes than they 
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would have had to pay.  The Congressional Budget Act requires that a list of “tax 
expenditures” be included in the President’s budget.  Examples include tax 
expenditures for child care and the exclusion of fringe benefits, such as employer-
provided health insurance, from taxation.  

Technical and Economic Assumptions

Assumptions about factors affecting estimations of future outlays and receipts that 
are not a direct function of legislation.  Economic assumptions involve such factors 
as the future inflation and interest rates.  Technical assumptions involve all other 
nonpolicy factors.  For example, in the Medicare program, estimations regarding 
demography, hospitalization versus outpatient treatment, and morbidity all affect 
estimations of future outlays.

302(a) Allocation

See under Committee Allocation.

302(b) Allocation

See under Subcommittee Allocation.

Transfer

Shifting of all or part of the budget authority in one appropriation or fund account to 
another.  Agencies may transfer budget authority only as specifically authorized by 
law.  For accounting purposes, the nature of the transfer determines whether the 
transaction is treated as an expenditure or a nonexpenditure transfer.  (See also 
Allocation.  For a distinction, see Reprogramming.)

Expenditure Transfer

For accounting and reporting purposes, a transaction between appropriation and 
fund accounts, which represents payments, repayments, or receipts for goods or 
services furnished or to be furnished. 
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