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Pursuant to section 253 of the Balanced Budget and Emergency Deficit
Control Act of 1985 (Public Law 99-177), we have reviewed the Presi-
dent’s order making reductions for fiscal year 1986. This report
describes the results of our compliance review.

At the account level, the President’s order making fiscal year 1986
reductions complied with the requirements of section 252 of the act. The
sequestrable base, and the amounts sequestered for each account, were
consistent with the amounts identified in the Comptroller General’s
report of January 21, 1986 (GA0/0CG-86-1). The order provided for
reductions in automatic spending increases and, by reference to section
252, took into account the application of the special rules set out in the
act.

The President’s order incorporated, by reference, individual reduction
reports which the various agencies and departments submitted to the
Office of Management and Budget, the Comptroller General, and the
Congress. As summarized below, our review of these reports revealed a
number of problems in the listing of programs, projects, and activities
below the account level.

Identifying Programs,
Projects, and Activities

We found widespread confusion among agencies in applying the pro-
gram, project, and activity definitions. This confusion often reflected the
ambiguities of the definitions themselves and, in our view, should not be
considered to be material noncompliance with the requirements of the
act. In relatively few cases, programs, projects, and activities that were
clearly identified in the language of appropriations acts, committee
reports, and other definitional source documents were not properly
defined by agencies. Appendix I gives specific examples of both types of
cases; because we reviewed the program, project, and activity categori-
zation in a sample of cases, the cited examples are illustrative only.
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Determining the
Sequestrable Base of
Programs, Projects, and
Activities

Where agency reports traced program, project, and activity base
amounts to source materials identified in the applicable definitions, we
generally found that, except for minor discrepancies, the program, proj-
ect, and activity base amounts listed were correct.

In cases where agencies did not define programs, projects, and activities
strictly in accordance with the required definitions, however, it was
often impossible to verify that amounts listed for individual programs,
projects, and activities were correct. Even where program, project, and
activity definitions used by an agency were traceable to items in appro-
priations acts and conference reports (or more detailed information, as
required under the applicable definition), it was not always possible to
verify the amounts listed as the sequestrable base for each program,
project, and activity. This is due to the fact that funding levels actually
enacted are usually different from those used as the basis for line-items
in committee recommendations. Thus, unless clearly identified in the rel-
evant conference report, it is often impossible to allocate changes at the
appropriations act account level to programs, projects, and activities
identified in the earlier reports and budget justification documents.

Apﬁlying a Uniform
Percentage Reduction

!

In a very small number of accounts, we found minor variations in the
percentage reductions applied to individual programs, projects, and
activities. In these cases, we contacted agency officials for explanations.
A number of agencies provided revised program, project, and activity
lists showing the proper sequester amounts. In other cases, agency offi-
cials explained that they did not apply a uniform percentage because
funds had already been obligated or expended in individual programs,
projects, and activities. In the few remaining cases in which agency offi-
cials could not explain uneven percentages, the variations were minor
and did not appear to change program priorities or eliminate programs.

Appendix I provides a more detailed description of the problems we
found with respect to application of reductions to individual programs,
projects, and activities within accounts. A description of the background
and methodology of our review is found in appendix II.

In conclusion, the correct amounts of budgetary resources were removed
from all budget accounts. We are reviewing and approving the warrants
prepared by the Treasury Department withdrawing budget authority to
ensure that the warrants are consistent with the President’s order. In
distributing these reductions below the account level, most agencies
made concerted efforts either to make reductions at the required levels
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or to work out other arrangements with their appropriations subcom-
mittees. Thus, agencies made a conscientious effort to follow congres-
sional priorities in making required reductions. Consequently, despite
our finding that reductions at the program, project, and activity levels
were not always made in strict conformance with the definitions and
requirements of Public Law 99-177, we believe that the goals of those
requirements were substantially fulfilled.

Clull A iBroibic

Charles A. Bowsher
Comptroller General
of the United States

Page 3 GAQ/0CG-86-2 Compliance Report for FY 1986



Program, Project, and Activity Detail:

Definitional Problems

For fiscal year 1986, Public Law 99-177 provides that the committees on
appropriations of the House and Senate may define the terms “program,

project, and activity,” and requires that the President’s order sequester
funds in accordance with those definitions. A series of definitions was

LAUAY

set out in House Report 99-450, the conference report on the continuing
appropriations resolution for fiscal year 1986 (Public Law 99-190).
Those definitions were specifically incorporated, by reference, in the
continuing resolution itself, which designated them to be the program,
project, and activity definitions for the President’s reduction order for
fiscal year 1986.

The fiscal year 1986 program, project, and activity definitions vary
from agency to agency and often, within agencies, from account to
; account. The definitions, as set out in House Report 99-450, are sepa-
1 rated into categories corresponding to the 13 principal categories of
; appropriations acts. Each category includes a basic definition of the
: term, generally tied to appropriations act and committee report lan-
guage. In addition, many of these definitions refer to other sources, as
indicated in table I.1.

‘ Despite this great variety of definitions, our review indicated that most
! agencies had little difficulty in identifying information sources needed
to determine what programs, projects, and activities existed within a
given account. Interpretation of the definitional rules as they apply to
those information sources, however, proved to be a different matter.

|

% Our review of the program, project, and activity reductions identified a

; number of instances in which agencies did not define programs, projects,

| and activities in strict accordance with the definitions found in House

‘ Report 99-450. In some cases, there was no clear reason for the omis-

| sion. In others, the omission on the part of the agency may have been a

1 result of ambiguities in the definitional language, or changes in program
execution (definitional source material not reflected current program

| activities). In yet other cases, the omission reflected a conscious decision

‘ on the part of agency officials to report reductions in a format more
consistent with that ordinarily used to report budget information. All
three categories of problems are described in more detail below.

Omissions and Oversight,s Some agencies failed, without apparent reason, to include program, proj-
' ect, and activity breakouts for items clearly identifiable in the defini-
tional source material. Some omissions from agency program, project,

Page 4 GAO/0CG-86-2 Compliance Report for FY 1986



Appendix I
Program, Project, and Activity Detail:
Definitional Problems

and activity lists appeared to be oversights on the part of agency offi-
cials. Typically, the oversights involved failures to include earmarks in
committee reports set out in explanatory passages, when those ear-
marks were not carried into tables or otherwise clearly identified as
budget items. For example, the Department of Transportation’s pro-
gram, project, and activity listing did not include as programs, projects,
and activities certain lines of effort and associated amounts discussed in
the narratives of committee reports. Similarly, the Department of the
Interior listing omitted some natural resource management and acquisi-
tion items which were identified in explanatory material, along with rel-
evant dollar amounts, in committee reports.

In other instances, agencies ignored items for which the definitional lan-
guage was clear. For example, House Report 99-450 defines programs,
projects, and activities for the Agricultural Stabilization and Conserva-
tion Service and the Farmers Home Administration to include individual
state and county offices. The two agencies, however, did not specify
reductions at this level. Other agencies did not list items clearly identi-
fied in appropriations act and committee reports: The National Aeronau-
tics and Space Administration’s Research and Program Management
account did not include programs, projects, and activities for Scientific
Consultation or for the National Commission on Space, each of which
was separately identified in the appropriations act; the Agency for
International Development did not separately identify the International
Development Intern Program or funding provided for dependent schools
in its list, even though both are included in the appropriations act; both
the Federal Aviation Administration’s Operations account and the Coast
Guard’s Acquisition, Construction, and Improvements account list no
programs, projects, and activities, even though both accounts have
many separate programs, projects, and activities identified in committee
reports.

In many of these cases, we learned from agency officials responsible for
compiling program, project, and activity information that they had been
advised by their appropriations subcommittee that their program, proj-
ect, and activity documentation was considered adequate, or that they
had made separate arrangements to provide documentation to the sub-
committee showing reductions.

Definitional Ambiguities

Many agencies found it difficult to determine exactly which items iden-
tified in the acts, reports, and other required sources should be included
within a given program, project, and activity list. Given the definitional
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Appendix I
Program, Project, and Activity Detail:
Definitional Problems

language, the confusion is not surprising. For example, it is not readily
apparent whether the term “budget item’ (used in many of the 13 defi-
nitions) was intended to apply to all activities separately delineated in
the relevant act or reports, or only to those accompanied by a dollar
amount. Similarly, it is not clear whether the program, project, and
activity definitions were intended to include items for which the com-
mittee reports give additions to or deductions from agency budget pro-
posals or items for which the committee language is not clearly
directive. For example, language such as “the committee assumes con-
tinuation of’ a particular activity at a specified funding level may jus-
tify an agency official’s decision that the item in question should not be
considered a separate program, project, or activity.

In a number of the cases we reviewed, agencies failed to include sepa-
rate program, project, and activity reductions for a variety of non-
programmatic funding limitations or authorization language intended to
govern agency operations across ordinary project or activity lines, such
as entertainment expense limitations, minimum total program spending
limits, or special spending categories.

One of the difficulties with using appropriations acts and committee
reports as the principal source of the definitions of programs, projects,
and activities is that the language of those documents does not always
coincide with functional program or project information used by agency
budget officials for actual program execution. That language frequently
reflects more general concerns of the Congress and the committees about
agency activities; thus, funding limitations or authorizations included in
acts or reports often govern an agency’s actions within several or all of
its programs, projects, and activities. For example, numerous agency
appropriations contain specific dollar limitations on representational,
travel, or entertainment expenses. Those limitations govern all pro-
grams, projects, and activities within a particular appropriations
account.

Although a technical reading of the statutory definition of programs,
projects, and activities indicates that such funding limitations should be
listed separately (they are, in effect, separate ‘“‘budget items” within an
account), agencies have frequently not reported overall funding limita-
tions within an account as separate programs, projects, and activities.
For example, the following accounts are among the many that did not
include entertainment and official representation limitations as separate
programs, projects, and activities: Internal Revenue Service, Salaries
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Appendix 1
Program, Project, and Activity Detall:
Definitional Problems

and Expenses; International Trade Commission, Salaries and Expenses;
and Peace Corps, Operating Expenses.

Similarly, the following are examples of situations in which agency pro-
gram, project, and activity lists ignored general funding limitations or
authorizations: The Foreign Military Credit Sales account did not sepa-
rately list a statutory limitation on funding to be made available at con-
cessional rates of interest; and the National Park Service did not
separately list an amount provided in the act for high priority projects
within the scope of the approved budget to be carried out by the Youth
Conservation Corps.

Another type of problem that we identified involved those situations in
which committee reports and other definitional source documents do not
reflect current programs and activities financed within the account in
question. Under such circumstances, failure of the agency involved to
follow strictly the program, project, and activity definitions set out in
House Report 99-450 was based largely on the difficulties of applying
noncurrent definitional items to current program activities.

Rigid application of the definitional rules set out in House Report 99-450
would fail to take into account the flexibility of program execution at
levels more specific than those established in appropriations acts. While
committee reports are often very specific about programs and projects,
unless those projects are carried over as actual line-items in appropria-
tions acts, agencies ordinarily have the flexibility to adjust program exe-
cution within the appropriations act account level to suit actual
requirements. Such adjustments are generally carried out with the coor-
dination of the appropriations committees through the reprogramming
process. As a result, programs, projects, and activities carried out by an
agency at any given time may not be fully consistent with those identi-
fied in definitional source documents.

Consequently, in several instances, agencies have specified program,
project, and activity reductions for many but not all projects identified
in committee reports (or other documents, including budget justification
documents, identified as the source specified in the program, project,
and activity definition). When questioned, agency officials have
explained that omissions reflect projects that have been dropped from
an overall program, often with the agreement of the appropriations
committees. Thus, the Army Corps of Engineers did not include pro-
gram, project, and activity items for several projects identified in com-
mittee reports, on the basis that they had since been disapproved or
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Appendix I
Program, Project, and Activity Detail:
Deflinitional Problems

discontinued. A similar situation appears to exist with regard to indi-
vidual State Department acquisition and maintenance program
locations.

Use of Standard Budgetary
Reporting Format

In several cases, agency program, project, and activity lists merely
tracked an agency’s budget justification document or other budget
reporting documents. Such accounts usually provided more detailed
breakdowns of program activities than were reflected in the appropria-
tions act and committee reports. This practice may relate to the fact that
House Report 99-450, in addition to setting forth the definitions
described previously, provides guidance to a number of agencies to
implement required reductions at the “subactivity’ level as well,
depending on an agency’s budget justification document.! While we do
not consider the practice to be inconsistent with the statute or with the
President’s order, in some cases activities and earmarks that would
otherwise be separately identified as programs, projects, and activities
have not been identified in an agency’s list. Thus, the list provided by
the Federal Communications Commission for its Salaries and Expenses
account, and the one provided by the Department of Agriculture for its
Foreign Agricultural Service account, included categories ordinarily
listed in budget or related justification documents and did not identify
separate items and earmarks in the appropriations act.

The foregoing description illustrates a number of the difficulties encoun-
tered by agencies in attempting to apply the program, project, and
activity definitions set out in House Report 99-450. As indicated earlier,
many of these problems may be attributable to the ambiguities of the
definitions. As a means of dealing with these ambiguities, many agencies
discussed the problems with their appropriations subcommittees and
appear to have reached understandings on the structure of their pro-
gram, project, and activity listings. Other problems may reflect over-
sight or error on the part of agency officials. In either case, however,
most agencies made substantial efforts to implement reductions in the
manner required by law.

'House Report 99-450 includes guidance to agencies to be followed "'in implementing” the President’s
order under Public Law 89-177. That guidance varies by appropriations category but usually directs
that agencies apply the percentage reduction required by the order to programs, projects, activities,
and subactivities identified in the budget justification documents of the agency in question. This guid-
ance is not part of the definitions of the terms *'program, project, and activity™ and, therefore, does
not affect the obligation of the President, under Public Law 89-177, to reduce each program, project,
and activity within an account by the same percentage. We view the "in implerenting™ language as
comparable to other instructions to agencies contained in the reports accompanying appropriations
bills, which are directive in nature and are not legally binding.
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Table 1.1: Program, Project, and Activity Definitions

Appropriations act categories

Basic level of definition

Further specifications

Agricuiture, Rural Development, and Related
Agencies

‘‘Most specific level of budget items identi-
fied" in the appropriations act and accompa-
nying committee reports

—Agricultural Research Service: specific
research locations identified in explanatory
notes and lines of research identified in
committee reports

—Soil Conservation Service: individual flood
prevention and operational watershed
projects

—Farmers Home Administration: individual
state, district, and county offices

—Agricultural Stabilization and Conservation
Service: individual state and county offices

Commerce, Justice, State, the Judiciary,
and Related Agencies

(same as above)

Department of Defense

|
|
'

(same as above)

—All accounts: items in classified annexes
to committee reports and items in P-1 and
R-1 budget justification documents

—Military Personnel accounts: budget
appendix program and financing sched-
ules, as modified by congressional action

—Operations and Maintenance accounts:
budget appendix program and financing
schedules, as modified

—National Foreign Intelligence Program:
“expenditure centers'’ in budget justifica-
tion documents as modified

Districf of Columbia

"Any items specifically identified” in written

material in appropriations acts and accompa-

nying committee reports

Energyf and Water Development

|
|

“ltems in the fiscal year 1986 budget submis-
sion of the President'’ as subsequently modi-

fied by congressional action and identified in
the appropriations act and committee
reports

Foreigf Assistance and Related Programs

|
|
i

“Defined at the appropriations act account
level,” including all appropriations act ear-
marks, ceilings, and limitations

—Economic Support Fund, Military Assis-
tance, and Foreign Military Credit Sales:
country, regional, and central program
level fundin?

—Agency for International Development
Functional Assistance accounts: central
program level funding, as justified to the
Congress or as reported to the commit-
tees as required by law

HUD énd Independent Agencies

(same as Agriculture)

Interiof and Related Agencies

“‘Any item specifically identified in tables or
written material’ in the appropriations act
and accompanying committee reports

—All accounts: any government-owned or
government-run facility and any manage-
ment unit, including parks, forests, fish
hatcheries, refuges, etc.

Labor, Health and Human Services,
Education, and Related Agencies

(same as Agriculture)

—Ail accounts: any item in the tables
inserted in the Congressional Record of
December 5, 1985, pages

Legisiative Branch

"Synonymous with each appropriation
account’ in the act

Page 9
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Appendix I
Program, Project, and Activity Detail:

Definitional Problems
Appropriations act categories Basic level of definition Further specifications
Military Construction “Any item identified as a project activity or
: line-item listed” in the conference report
Transportation and Related Agencies “Any item for which a dollar amount is con-

tained"' in the appropriation act and accom-
panying reports

Treashry. Postal Service, and Genera! (same as Agriculture)
Government

Source: House Report 99-450
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Background and Methodology

On January 15, 1986, the Directors of the Office of Management and
Budget (0MB) and the Congressional Budget Office (CB0O) submitted their
Jjoint sequester report for fiscal year 1986 to the Comptroller General.

We reviewed the OMB/CBO report and, on January 21, 1986, transmitted
our own report to the President of the United States, President of the
Senate, and Speaker of the House of Representatives. Our report, which
was based on the joint OMB/CBO report, specified the amounts by which
accounts (and programs, projects, and activities within defense
accounts) would have to be reduced to eliminate the excess budget def-
icit for fiscal year 1986.

On February 1, 1986, the President issued his order implementing the
reductions specified in the Comptroller General’s January 21, 1986,
report. The President’s order took effect on March 1, 1986.

Section 253 of Public Law 99-177 requires the Comptroller General to
submit a report to the Congress and to the President on the extent to
which the President’s February 1, 1986, order complies with all the legal
requirements contained in section 252 of the Balanced Budget and Emer-
gency Deficit Control Act of 1985, either certifying that the order fully
and accurately complies with such requirements or indicating the
respects in which it does not. A brief description of the requirements of
section 252 and a description of the President’s order are set out below.
These are followed by a summary of our methodology used in con-
ducting the compliance review.

Lega:l Requirements for the
Presﬁdent’s Order

Section 252 of the act requires that the President eliminate the full
amount of any deficit excess, as identified in the Comptroller General's
report, by issuing an order that (1) modifies or suspends automatic
spending increases scheduled to take effect during the applicable fiscal
year and (2) eliminates the remainder of such deficit excess by seques-
tering budgetary resources in accordance with the Comptroller General’s
report. Section 252 further requires the President’s order to make uni-
form percentage reductions, for funds provided in annual appropria-
tions acts, in each *program, project, and activity’” within an account.
For funds not provided in annual appropriation acts, the order is to
make reductions in each *“‘budget account activity” as identified in the
program and financing schedules contained in the appendix to the
budget of the United States. For fiscal year 1986, the act provides that
the appropriations committees of the House and Senate may define the
terms ‘‘program, project, and activity,” and requires that the President’s
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Comptroller General’s Compliance Report:
Background and Methodology

|
’

order sequester funds in accordance with those definitions. The Con-
gress separately established a series of definitions which are described
in more detail in appendix I.

Section 252 specifically states that the President’s order must incorpo-
rate the provisions of the Comptroller General’s report and must be con-
sistent with that report in all respects. In addition, section 252 provides
that the order may not have the effect of eliminating any program, proj-
ect, or activity of the federal government, or result in a defense-base
closing or realignment that would otherwise be subject to section 2687
of title 10, United States Code. The provision also states that it shall not
be construed to give the President new authority to alter relative budget
priorities established by law.

The act, in section 252, provides some flexibility to the President to
exempt the military personnel accounts from reductions, although
reductions in other defense accounts would thereby be increased. These
exemptions were taken into consideration in the amounts included in the
Comptroller General’s report of January 21, 1986. In addition to this
exemption authority, the President is permitted, through his order, to
deviate from the required reductions specified in the Comptroller Gen-
eral’s report within defense programs, projects, and activities by
reducing some programs, projects, and activities by up to twice the
required amount, and concurrently increasing the budgetary resources
of other programs, projects, and activities within the same account by
the amount of that additional reduction. The President notified us of the
programs, projects, and activities thus adjusted prior to the issuance of
our report, and that report consequently included those adjustments in
specifying required reductions.!

|
Thé President’s February 1,
1986, Order

The President’s order instructed agency heads *‘to implement the
required sequestration or reduction determined by the Comptroller Gen-
eral in his report dated January 21, 1986.” It identified automatic
spending increases to be suspended as required under the act. It also
required the sequestration of budgetary resources for both defense and
nondefense accounts according to the procedures and requirements of
the act.

"Because these adjustments are reflected in our January 21, 1986. report. we have made no attempt
to delineate them separately in this compliance report.
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In addition, the order required the head of each department or agency to
report the programs, projects, and activities’ information required by
section 2562 to the President of the Senate, the Speaker of the House, the
Director of the Office of Management and Budget, and the Comptroller
General. Those program, project, and activity reports were incorporated,
by reference, into the President’s order.

Because the program, project, and activity reports submitted to the Gen-
eral Accounting Office by individual agencies provided the most accu-
rate description of actual reductions required by the President’s order,
they were the primary focus of our compliance review, as described
below.

Our L,T%eview: Methodology

Our staff analyzed the text of the President’s February 1, 1986, order
and reviewed the account totals; program, project, and activity catego-
ries; and program, project, and activity amounts contained in the order,
as it incorporated the individual reports from the various agencies and
departments. Our objective was to examine the materials for compliance
with the requirements of the act and the Comptroller General's January
21, 1986, report. Because of the large number of accounts and programs,
projects, and activities within accounts, it was necessary to conduct a
selective analysis. '

In conducting our review, we first looked for any obvious and serious
errors, such as a failure to submit a required sequester amount. Then,
we checked the base and sequester totals at the account level, and
totaled base and sequester amounts at the program, project, and activity
level to ensure that the amounts were the same. For selected accounts,
we reviewed relevant appropriations acts and other source material
identified in the various program, project, and activity definitions to
determine whether the programs, projects, and activities listed were
consistent with the statutory requirements. Finally, for 87 accounts, we
performed detailed examinations that—in addition to the foregoing—
entailed checking the program, project, and activity amounts in the
President’s order (as it incorporated agency lists) against the relevant
source documents. For these accounts, we also checked the percentage
calculation of each program, project, and activity’s sequester.

During the course of our review, we contacted agency officials on the

problems we identified and, where needed, requested explanatory mate-
rials and relevant documents.

Page 13 GAO/0OCG-88-2 Compliance Report for FY 1988



Appendix II
General's Compliance Report:
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In addition, we are reviewing and approving the warrants prepared by
the Treasury Department withdrawing budget authority to ensure that
the warrants are consistent with the President’s order.

(000087) Page 14 GAO/0CG-88-2 Compliance Report for FY 1986



Requests for copies of GAO reports should be sent to:

U.S. General Accounting Office
Post Office Box 6015
Gaithersburg, Maryland 20877

Telephone 202-275-6241

The first five copies of each report are free. Additional copies are
$2.00 each.

There is a 26% discount on orders for 100 or more copies mailed to a
single address.

Orders must be prepaid by cash or by check or money order made out to
the Superintendent of Documents.



S42L

United States
General Accounting Office
Washington, D.C. 20648

Official Business
Penalty for Private Use $300






