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March 31, 1998 

The Honorable Frank H. Murkowski 
Chairman, Committee on Energy and 

Natural Resources 
United States Senate 

Subject: Forest Service: Review of the Alaska Region’s Onerating Costs 

Dear Mr. Chairman: 

This report responds to your request for information on the costs to operate 
the Forest Service’s Alaska Region. The Forest Service provides its Alaska 
Region with annual appropriations for its operations, and the region further 
allocates these appropriations to cover the regional office’s costs, the 
centralized field costs that fund activities that usually have regionwide benefits, 
and the costs of the four field offices at the Tongass and Chugach National 
Forests; the remainder is designated as reserves. This report provides you with 
information on (1) the region’s allocation of funds for its operating costs for 
fiscal years 1993 through 1997 and estimated allocations for fiscal year 1998; 
(2) the nature, purpose, and allocation of centralized field costs and examples 
of which costs caused the centralized field costs to fluctuate from year to year, 
as well as the steps the Alaska Region is taking to comply with the limitation 
on the expenditures for the Alaska regional office and centralized field costs set 
forth in the Forest Service’s fiscal year 1998 appropriations act; (3) the rationale 
for and the distribution of regional reserve funds; and (4) whether the 
appropriations for the National Forest System and for Forest and Rangeland 
Research were used appropriately to pay for work performed by the Pacific 
Northwest Research Station in connection with the revision of the Tongass 
Land Management Plan and for post-plan studies. 

RESULTS IN BRIEF 

The Alaska Region’s operating costs ranged from $108 million to $127 million 
annually during fiscal years 1993 through 1997. The region allocated from 71 
percent to 76 percent of these funds to the field offices for carrying out local 
programs, such as timber sale preparation or wildlife activities; 13 percent to 17 
percent for managing regional office operations, including overall direction and 
support for field offices; 4 percent to 7 percent to centralized field costs that 
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fund activities that usually have regionwide benefits; 2 percent to 5 percent for 
regional reserves; and 2 percent to 4 percent to State and Private Forestry 
operations.’ For fiscal year 1998, the region’s estimated allocations totaled 
about $106 million to carry out regional programs. 

Until fiscal year 1998, the Alaska Region used a category of operating costs, 
known as cenixalized field costs, as a means of improving efficiency by having 
one office-either the regional office or one of the field units-manage certain 
programs or activities for the benefit of multiple offices. The cenixalized Eeld 
costs established by the region increased from about $5 million in fiscal year 
1993 to almost $9 million in fiscal year 1997, and the number of programs or 
activities included in these costs fluctuated from 24 to 41 during the same 
period. The types and amounts of individual programs or activities within the 
total varied greatly as new efforts were undertaken or enhanced and others 
were completed or eliminated. Some centralized field costs, such as the 
National Finance Center’s costs, were listed annually, but others, such as the 
cost to update the history of the Forest Service in Alaska, were l-year 
initiatives. 

The fiscal year 1998 appropriations act limited the Alaska Regional Office’s 
expenditures for regional office operations and centralized Eeld costs to $17.5 
million, unless the Congress was given 60 days prior notice. To comply with 
this legislative requirement, the Alaska Region eliminated the use of the 
centralized field cost category, included unallocated funds in regional reserve 
accounts until distribution requirements are determined, and separated the costs 
for the operations of the State and Private Forestry unit from those for the 
regional office. 

The Alaska Region establishes reserves because of the uncertainty about the 
timing or the amount of funds needed for certain projects. Once the specific 
amount or responsible unit is determined, the region distributes the necessary 
reserves to the unit responsible for making the payment. In fiscal years 1995 
through 1997, the Alaska Region distributed reserves ranging from $6 million to 
$12 million. The four Eeld offices received Eom 87 percent to 98 percent, and 
the remainder went to the region for regional office operations. 

‘For our analysis, the amounts provided to the State and Private Forestry 
operations in Anchorage-a separate organizational unit within the Forest 
Service-are shown as a separate category even though the Alaska Region’s 
Enancial reports traditionally have included these amounts as part of the 
regional office costs. 
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Beginning in fiscal year 1995, both the Alaska Region’s portion of the National 
Forest System appropriation and the Pacific Northwest Research Station’s 
portion of the Research appropriation funded the work performed by the 
Research Station scientists on the revision of the Tongass Land Management 
Plan and post-plan studies. Although we asked for information on the rationale 
for decisions about the funding split for the particular work performed by the 
research scientists, neither the Alaska Regional Office nor the Research Station 
provided us with adequate explanations or documentation. As a result, we 
could not determine whether the National Forest System and the Research 
appropriations were used appropriately or inappropriately for fiscal years 1995 
through 1998. 

ALASKA REGION’S OPERATING COSTS 
FOR FISCAL YEARS 1993 THROUGH 1998 

Annually, the Forest Service receives appropriations to operate its nationwide 
programs. On the basis of these appropriations, the Forest Service allocates a 
portion to each of its regions to carry out the regional and field office programs. 
In the case of the Alaska Region, appropriations are further allocated to (1) the 
regional office, which provides overall direction and support for programs and 
activities in the region as well as funds for the State and Private Forestry unit, 
whose operations are located in Anchorage, Alaska; (2) the centralized Eeld 
costs, which fund programs or activities that usually have regionwide beneEt$ 
(3) the four field offices to operate “on the ground” programs; and (4) reserve 
accounts from which distributions are made during the year to the field offices. 
Table 1 portrays the Alaska Region’s allocations to each of the organizational 
units for Escal years 1993 through 1998. 

2The region eliminated the use of centralized field costs in fiscal year 1998. 
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Table 1: Year-End Budaet Allocations. Fiscal Years 1993 Throuah 1998 

Dollars in thousands 

Budget 
categories 

Regional 
off iceb 

State and 
PrivateC 

Centralized 
field costs 

Field 
off ices 

Reserves 

Total 

Percentages 

1993 1994 

$17,512.5 $18,726.4 

2,585.g 1,988.l 

5,017.8 5,653.2 

94,989.6 91,504.2 

6.508.2 3,184.6 

$126,614.0 $121,056.5 

Fiscal year 

1995 1996 1997 

$17,912.5 $15,672.0 $16,453.4 

4,368.g 3,561-O 2,568.0 

6,139.5 7,283.4 7,619-O 

77,173.l 84,766.6 83,977.4 

2,567.5 6,294.6 5,610.8 

$108,161.5 $117,577.6 $116,228.6 

199aa 

$18,749.4 

4,153.7 

0.0 

69,759.7 

13,386.2 

$106,049.0 

‘Based on the Alaska Region’s Final 
available at the time of our review. 

Budget Allocation; the year-end statements were not 

blncludes amounts for permanent appropriations, trust funds, and revolving funds. 

7he amounts provided for the State and Private Forestry unit’s operations in Anchorage--a 
separate organizational unit within the Forest Service--are shown as a separate category even 
though the Alaska Region’s financial reports traditionally have included these amounts as part 
of the regional office’s costs. 
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Totals do not add because of rounding 

In the following sections, we will examine in detail the centralized field costs 
and the reserves cost categories and describe their nature, purpose, and how 
the Alaska Region has used them in overall operations. 

THE REGIONAL OFFICE USE OF CENTRALIZED 
FIELD COSTS 

Until fiscal year 1998, the Alaska Region used a category of operating costs, 
known as centralized field costs, as a means to improve efficiency by having 
one office-either the regional office or one of the field units-manage certain 
programs or activities for the benefit of multiple offices. Centralized field costs 
include such activities as payments to the National Finance Center for payroll 
and accounting services and Unemployment Compensation expenses. The 
number of programs or activities included as a centralized field cost increased 
in both total numbers and amounts in fiscal years 1993 through 1997. The 
regionwide leadership team generally decided which costs would be centrally 
funded, the dollar amount to be allocated, and which office would manage the 
program or activity. As a component of the Alaska Region’s overall operating 
budget, these costs averaged about 5 percent of the total. 

Regional office budget officials viewed the use of centralized field costs as a 
means to better achieve efficiency because the costs of certain programs or 
activities generally would be managed centrally rather than by allocating each 
unit’s share of the cost and then requiring each unit to pay its proportional 
amount. Field office officials cited both the advantages and disadvantages of 
using centralized field costs. Yet none of these field office officials could 
provide us with specific examples of how the use of centralized field costs 
negatively affected their operations or what more they could have accomplished 
if centralized field costs had not existed. 

AU Organizational Levels Contributed 
to Creating Centralized Field Costs 

Centralized field costs were established in two ways. First, the Forest Service 
headquarters-the Washington Office-designated certain programs as national 
priorities or allocated a potion of total national expenditures to the region. 
The regions, however, were provided flexibility in how they manage these 
funds. For example, in some instances the Washington Office designated a 
certain applicable portion of a national expenditure, such as for the National 
Finance Center’s expenses or the Unemployment Compensation expense; that 
was more easily paid for by the regional office than by each field unit 
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accounting for and paying its requisite portion. In other instances, the 
Washington Office identified a certain program, such as National Resource 
Conservation Education, as a national priority and designated an amount of 
money for the region to administer this initiative. In these cases, the AIaska 
Region categorized these costs as a centralized field cost but allocated the 
funds to more than one field unit to account for and manage. 

The second way a program or activity became a centralized field cost was 
through field or regional suggestions. Locally, staff in field units could submit 
proposals for which programs or activities should be included as a centralized 
field cost to their Forest Leadership Team, consisting of the field office 
supervisor, district rangers, and senior staff. The Forest Leadership Team then 
decided which proposals should be recommended to the Regional Leadership 
Team for inclusion in the regional centralized field costs. Field offices, through 
their Forest Leadership Team, recommended such programs or activities as the 
camp for natural resource education targeted to minorily and Native American 
children and payment to the U.S. Geological Survey for monitoring stream flows 
on the national forest. 

At the regional level, the Regional Leadership Team, consisting of regional 
program directors and the field office supervisors, selected the programs or 
activities to be managed as a centralized field cost. For example, among the 
programs and activities suggested by the region as centralized field costs were 
the revision of the Tongass Land Management Plan, the contract for providing 
counseling to employees, the development of an appraisal method for timber, 
and the funds paid to the Department of the Interior to establish rental rates for 
housing provided to Forest Service employees. (Enc. I identifies those 
programs or activities designated as a centralized field cost for fiscal years 1993 
through 1997 and includes the organizational unit suggesting the program or 
activity.) 

Both the regional office and individual field units manage centralized field 
costs. In many instances, the Regional Leadership Team decides to allocate the 
funds to the field unit and gives it responsibility for managing the program or 
activity. Table 2 shows the final budget allocations to each office to manage 
centralized field costs during fiscal years 1993 through 1997. 
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and that they could not provide us with information on the types of tasks 
performed by the scientists with National Forest System funds. They also could 
not provide us with any criteria, such as agency guidance or procedures, that 
were available in 1995 to make such a determination. In effect, when the 
Research Station scientists requested National Forest System funds for work on 
the Tongass band Management Plan, the Alaska Region provided the funds 
requested, but it did not determine if the activities funded were a proper charge 
to the appropriation. 

Nonetheless, the Alaska Region’s Deputy Regional Forester for Operations, in a 
letter to us dated February 3, 1998, stated that all of the National Forest System 
funds provided to the Research Station scientists in tical years 1995 through 
1997 were for work done in revising and implementing the plan and were 
appropriately chargeable to the region’s portion of the National Forest System 
appropriation. The letter also referred to the fact that the effort was in keeping 
with the h&a-Agency Agreement; however, the Alaska Region and the Pacific 
Northwest Research Station did not sign the agreement until August 1996, 
nearly 2 years after this effort was started. 

On March 4,1998, the Alaska Region provided us with its final budget allocation 
for fiscal year 1998, and again we asked the budget officials for their 
justification for the charges to the National Forest System appropriation for the 
work of the Research Station scientists, including the documentation required 
by the August 1997 revision to the Forest Service’s Service-Wide Appropriation 
Use Handbook5 These officials said that such a justification was not made and 
that they had not complied with the documentation requirements of the 
handbook. 

The Use of the Research Annrouriation 

The Forest and Rangeland Research appropriation was provided by the 
Congress for Forest Service research stations to conduct, support, and 
cooperate in investigations, experiments, tests, and other activities necessary to 
obtain, develop, and disseminate the scientific information required to protect 
and manage forests and rangelands-research activities. 

50n August 28, 1997, the Forest Service issued an interim directive to its 
Service-Wide Appropriation Use Handbook that provides direction on jointly 
funded projects, including preparing financial plans and determining the 
appropriate funding allocations. 
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We asked the Pacific Northwest Research Station staff, including the Science 
Manager for the Tongass Land Management Plan team, for jusacation as to 
whether the charges to the Research appropriation for the work of the 
Research Station scientists were proper and what criteria were used to make 
the determination. This official said that such a determination was not 
documented and that he could not provide us with adequate explanations of the 
types of tasks performed using research funds. Also, the official could not 
provide us with any criteria to make such a determination. 

Nonetheless, the Research Station’s Deputy Station Director advised us in a 
letter dated February 3, 1998, that all work associated with this effort from the 
Research appropriation represented an appropriate expenditure of funds. The 
letter also referred to the fact that the effort was in keeping with the h-&a- 
Agency Agreement; however, as previously noted, the Alaska Region and the 
Pacific Northwest Research Station did not sign the agreement until August 
1996, nearly 2 years after this effort was started. 

On March 4, 1998, the Research Station provided us with the estimated budget 
allocation for fiscal year 1998, and again we asked the Pacific Northwest 
Research Station’s Science Manager for justification for the charges to the 
Research appropriation for the work of the Research Station scientists, 
including the documentation required by the August 1997 revision to the Forest 
Service’s Service-Wide Appropriation Use Handbook. This official said that 
such a just%ication was not made and that the Research Station had not 
complied with the documentation requirements of the handbook, although it is 
in the process of developing a procedure to address the handbook’s 
requirements. 

The Office of Insnector General Previouslv 
Renorted on Similar Situations 

The Department of Agriculture’s Office of Inspector General addressed a similar 
issue in its May 1995 report dealing with the use of the National Forest System 
appropriation for research studies performed by the Forest Service research 
stations. The report pointed out that the Forest Service’s directives did not 
provide clear guidance for dete r-mining the type of reimbursable work that 
research stations could do for other Forest Service units. Additionally, the 
Forest Service did not have adequate procedures for reviewing internal projects 
referred to research stations. According to the Inspector General’s report, this 
situation resulted in unauthorized augmentation of the Forest Service’s Forest 
and Rangeland Research appropriation. 
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On the basis of these findings, the Inspector General recommended that the 
Forest Service supplement the direction in its manual that provides guidance on 
the type of reimbursable work that research stations may perform for other 
Forest Service units and establish procedures for reviewing the work #at 
research stations perform for other Forest Service units to ensure that it is in 
compliance with appropriations law and the direction in the manual. On 
August 28, 1997, the Forest Service issued an interim directive to its Service- 
Wide Appropriation Use Handbook that provides direction on jointly funded 
projects, including preparing financial plans and determining the appropriate 
funding allocations. 

CONCLUSIONS 

The Congress has provided the National Forest System and Forest and 
Rangeland Research appropriations as the funding source for land management 
planning and for research work, respectively. Research stations may perform 
additional work funded by the National Forest System appropriation for land 
management planning activities, as long as that work is not research. 
Conversely, research stations may use the Research appropriation to fund 
research activities that may assist planners; however, the Research 
appropriation may not fund planning efforts-nonresearch tasks-that would 
normally be funded by the National Forest System appropriation. The use of 
one appropriation to accomplish the purpose of another is improper. 

For fiscal years 1995 through 1997, neither the Alaska Region nor the Pacific 
Northwest Research Station scientists could provide us with written Forest 
Service guidance that could be used to determine which appropriation-National 
Forest System or Research-should have been used for the work done on the 
jointly funded revision of the Tongass Land Management Plan and post-plan 
studies. In addition, they could not provide us with documentation or adequate 
explanations of the rationale for decisions about the funding mix for particular 
activities. This lack of documentation continued into mid-fiscal year 1998, even 
though the Forest Service provided detailed guidance in late fiscal year 1997 on 
the documentation required for jointly funded projects. 

Therefore, because of the lack of adequate explanations or documentation, we 
could not determine whether the National Forest System and the Research 
appropriations were used appropriately or inappropriately in fiscal years 1995 
through 1998. This type of documentation is particularly important when 
projects, such as the revision of the Tongass Land Management Plan and post- 
plan studies, are jointly funded by two appropriations that were provided for 
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speci6caIIy different purposes because the tasks funded by each must be 
identified and charged to the correct appropriation. 

It is important that the Forest Service in general and the Alaska Region in 
particular have procedures in place to ensure that appropriations are made 
available only for their stated purposes and controls that ensure that the 
procedures are used throughout the Forest Service. This is particularly 
important in cases in which there are multifunded projects, such as the one we 
are discussing here. 

RECOMMENDATIONS TO THE CHIEF 
OF THE FOREST SERVICE 

We recommend that the Chief of the Forest Service direct the Alaska Regional 
Forester and the Pacific Northwest Research Station Director to fuI.Iy comply 
with the Forest Service’s August 28, 1997, direction on special Research funding 
situations, which requires the preparation of financial plans and documentation 
of the determination of the appropriate funding ahocations, and establish 
procedures to ensure compliance with appropriations law Forest Service-wide. 

AGENCY COMMENTS 

We provided a draft of this report to the Forest Service for review and 
comment. We met with Forest Service officials, including the Budget Assistant, 
Research; Financial Planning and Management Assistant, Program Development 
and Budget Staff and the Branch Chief, Fiscal ManagementiAudit and 
Evaluation, Financial Management. Based on this meeting, we made certain 
technical changes as appropriate and the Forest Service said it accepts our 
report as written. 

We conducted our review at Forest Service headquarters, its Alaska Regional 
Office, and the Pacific Northwest Research Station’s Juneau Sciences 
Laboratory. We interviewed officials of each of these organizations as well as 
representatives of the field offices of the Tongass and Chugach National 
Forests. We reviewed and analyzed budgetary and appropriations records of 
the respective fiscal and budget staffs, although we did not independently verify 
the reliability of the fmancial data provided nor of the systems from which they 
came. We conducted our review from October 1997 through March 1998 in 
accordance with generally accepted government auditing standards. 
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As arranged with your office, unless you publicly announce its contents earlier, 
we plan no further distribution of this report until 14 days from the date of this 
letter. We will then send copies to the Secretary of Agriculture and the Chief of 
the Forest Service and will make copies available to others on request. 

If you or your staff have any questions about this report, please call me at (206) 
287-4810. Major contributors to this report were Jill Berman, Linda Harmon, 
and John Murphy. 

Sincerely yours, 

Enclosures - 3 
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ENCLOSUREIII ENCLOSUFtEIU 

SOURCE OF FUNDING FOR WORK PERFORMED BY THE PACIFIC NORTHWEST RESEARCH 
STATION SCIENTISTS ON THE PLAN REVISION AND POST-PLAN STUDIES 

Fiscal year /appropriation Plan revision 
Post-plan 

studies Total 

National Forest System 

Forest and Rangeland 
Research 

$463,000 $0 $463,000 

344,000 30,000 374,000 

Total $807,000 $30,000 $837,000 
:I$& :I; 1, ;. ; ., ; j :i :; $j: “::‘i j;..‘; ~lii:::i:iiii~li’:‘:k-i~~iii~ ?s:“:. ‘iii~ii: ‘jii;.j:ii:::f:li:iij..i::ii,ii:ii..j’ii ~~:I:ifi ;;gi .::ii!a....,ii~:i~:ii~i ~~~~~~~~~~~~~ I~~~;;i~..i ...j:.i;: :,, ,.....,:...;., :“::,.:~.j:~:.:.~:.“-::.::.:.:,..:~... ..,.,..,.,.,.,.i............. >.... .::..::.: . . . . . . . . . .i.-.-:.:.::.-:.. .:::.i..: . . . . . . .:,;::. ,,.. : ::.:.::::.;,:::,> _.,:......( ,:. :.:,::: :::.:: ::.: :... ‘: :‘..:.‘::y.: ,:. 

National Forest System $338,000 $232,000 $570,000 

Forest and Rangeland 
Research I 394,000 I 282.000 I 676.000 

Total 

National Forest Svstem 

Forest and Rangeland 
Research I 100,000 I 308,000 I 408,000 

Total I $501,000 I $807,000 1 $1,308,000 

National Forest System 

Forest and Rangeland 
Research 

Total 

National Forest System 

Forest and Rangeland 
Research 

$1,202,000 $1,631,000 $2,833,000 

838,000 1,070,000 1,908,OOO 

Grand total I $2,040,ooo I $2,701,000 1 $4,741,000 

(141118) 
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