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OMB Releases More Details on Sequestration 

On January 2nd most federal programs are slated to bear significant across-the-board reductions under a 
process known as sequestration.  The sequester is part of the bipartisan August 2011 Budget Control 
Act, which raised the nation’s debt limit in exchange for a series of spending cuts.  What was first 
derived as a grand bargain quickly eroded when the appointed “Super Committee” failed to put forth a 
plan to reduce government spending by the required $1.2 trillion.  Their failure last fall triggered 
sequestration – a rather unsavory alternative which was originally designed to incentivize the divided 
Congress to come to an agreement on spending.  Barring Congressional intervention, these across-the-
board cuts will go into place on January 2nd, potentially sending the country down a fiscal slope and 
endangering the current economic recovery. 
 
While many in Congress have highlighted the detriment of the cuts, serious negotiations to stave off the 
impending sequestration have been scarce.  One item of agreement from Congressional leaders was the 
necessity of knowing the exact impact of the sequester.  In August, the Sequestration Transparency Act 
of 2012 was signed into law, requiring the Office of Management and Budget (OMB) to release a report 
within 30 days detailing the exact rate of the sequester and the impact to each federal account, program, 
project and activity.   
 
On September 14th, OMB released their sequestration report slightly later than required, and with less 
detail than expected.  While the report listed cuts for each account, it did not provide more details for 
program, project or activity level.  However, based on the given cuts for each account, one could derive 
the resulting cut at the program, project or activity level for most funding streams.  The report estimates 
that the across-the-board cut for nondefense discretionary programs (of which education and labor are 
part of) will be 8.2 percent.  For non-defense mandatory programs the cut is slated to be 7.6 percent.  
Discretionary defense funds see a larger cut at 9.4 percent.  This is partly due to a larger number of 
exempt items under the defense account, including educational benefits for veterans.   
 
As expected, the Pell Grant program is exempt from sequestration as was specified in the Budget 
Control Act.  This is true for fiscal year 2013, however for 2014 through 2021 the equally divided 
across-the-board cut is no longer in play.  Instead the overall spending caps are lowered, and 
appropriators must find cuts within those caps.  Considering the Pell Grant program is slated for a 
funding shortfall in 2014, the added strain on other educational program funding may compound the 
complexity in finding additional dollars to fully fund the Pell Grant program. 
 
Overall, the Department of Education programs would be cut by $4.113 billion under sequestration. 
Student loans are under a special rule that requires that loan origination fees be increased by the same 
percentage as cuts to nondefense mandatory programs, which is projected to be 7.6 percent.  Since the 
current fee is 1 percent for undergraduate Stafford loans, the new fee would be 1.076 percent. 



 
ACCT has prepared the chart below to detail the anticipated cuts under some priority programs for 
community colleges.  It should be noted that while 8.2 percent was used to calculate the cuts, that 
percentage is expected to increase slightly.  That percentage was projected before the 0.612 percent 
across-the-board increase that occurred in the fiscal year 2013 continuing resolution.  Hence the actual 
sequester would need to reflect the new spending levels. 
 

FEDERAL FUNDING AND SEQUESTRATION 
 
 

PROGRAM FY 2012 
Omnibusi  

Estimated FY 2013 
Fundingii 

Cuts Under 
Sequestrationiii 

SEOG $734,599,000 $734,599,000 $57,299,000 
Federal Work Study $976,682,000 $976,682,000 $76,181,000 
Career and Technical 
Education State 
Grants (Perkins) 

$1,123,030,000 $1,123,030,000 $87,596,000 

Adult Basic and 
Literacy Education 

$594,993,000 $594,993,000 $46,409,000 

TRIO $839,932,000 $839,932,000 $65,515,000 
GEAR UP $302,244,000 $302,244,000 $23,575,000 
Title I Grants to LEAs $14,516,468,000 $14,516,468,000 $1,140,085,000 
IDEA State Grants $11,577,855,000 $11,577,855,000 $903,073,000 
WIA State Grants $2,603,300,000 $2,603,300,000 $203,057,000 
Strengthening 
Institutions 

$80,623,000 $80,623,000 $6,289,000 

Hispanic Serving 
Institutions 

$100,432,000 $100,432,000 $7,834,000 

Asian American and 
Native American 
Pacific Islander 
Serving Institutions 

$3,199,000 $3,199,000 $250,000 

Tribally Controlled 
Colleges and 
Universities 

$25,713,000 $25,713,000 $2,006,000 

Predominately Black 
Institutions 

$9,262,000 $9,262,000 $722,000 

i – for FY 2012, there was an across the board cut of .189% included in the final bill. 
ii – for purposes of this chart the CBO sequestration estimate of 7.8% was used.  Numbers are estimated based on 
leaderships announcement that a 6-month continuing resolution will result in level funding for virtually all 
programs. 
iii – uses an 8.2% cut.  This percentage will change slightly if the sequester goes into effect. 
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