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SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an * symbol preceding the section, paragraph,
table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue and underlined font.

The previous version dated August 2012 is archived.
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020201 _Remove(_j list of exempt accounts and added a link to the Update
information
Throughout Updated references to OMB Circular A-11 Update
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CHAPTER 2

APPORTIONMENT/ REAPPORTIONMENT AND FUNDS DISTRIBUTION

0201 GENERAL
020101. General

This Chapter provides information on the apportionment process, and the first level of
funds distribution from the Office of the Under Secretary of Defense (Comptroller),
Program/Budget (OUSD(C)/PB) to the Military Services and Defense Agencies. It includes
guidance for the preparation and submission of the Apportionment and Reapportionment
Schedule (Standard Form (SF) 132) required by Office of Management and Budget (OMB)
Circular No. A-11. Refer to OMB Circular No. A-11 (Part 4, sections 120, 123, and Appendix
F) and the OMB Internet Apportionment System User Guide.

020102. Legal Requirement

Apportionment is part of the government-wide system for the administrative control of
funds. The legal requirement for apportionment is found in Title 31 (Money and Finance) of the
United States Code (U.S.C.), at sections 1512 (Apportionment and Reserves), and 1513
(Officials Controlling Apportionments).  Unless expressly exempted or automatically
apportioned, all DoD appropriated, collected, and recovered resources require OMB approval
through the apportionment/reapportionment process before they are available for distribution and
legal obligation. Apportionments may contain quarterly and programmatic limitations on the
face of the apportionment document (SF 132) and may provide more account specific guidance
in the accompanying footnotes. Revisions to the previous apportionment, called
reapportionment, reflect changes to resources previously authorized for obligation, including
collections and recoveries of prior year obligations. Apportionments, including footnotes, are
legally binding on DoD.

020103. Apportionment Level

The OMB manages and approves apportionments at the Treasury appropriation fund
symbol (TAFS) level. Each TAFS is comprised of a Treasury departmental index, a period of
availability to incur new obligations, and a Treasury account symbol. For example, a TAFS for
the Military Personnel, Army Appropriation would be 21-20BB/20EE-2010, where BB and EE
represent the fiscal year beginning point and ending point of authority to incur new obligations
specified in appropriation and authorization acts.

020104. Funds Allocation
Following approval of apportionment/reapportionment requests by OMB, OUSD(C)/PB
allocates funds to the Military Services and Defense Agencies. Funds distributed by

OUSD(C)/PB may be further subdivided through sub-allocation and sub-allotment to lower
levels within the organizations or across organizations for execution.
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0202 REQUIREMENTS
020201. Accounts Requiring Apportionment

All appropriations require apportionment, except appropriations and funds that are
identified in the OMB Circular A-11 as exempt, or those expressly exempted by OMB pursuant
to their authority under 31 U.S.C. 1516 (Exemptions). The complete list of DoD accounts that
OMB has expressly exempted can be found at http://www.ousdc.osd.mil/budgetExecution.html.
Refer to OMB Circular No. A-11 (Part 4, sections 120.4 through 120.8).

020202. Accounts Requiring Reapportionment

All accounts which must be apportioned must also be reapportioned for any upward
adjustment of budgetary resources greater than $400,000 or 2 percent (whichever is lower)
before the increased resources may be obligated. The unobligated balances brought forward in
unexpired accounts must also be reapportioned annually. Refer to OMB Circular No. A-11
(Part 4, sections 120.48 through 120.51). Expired accounts are not apportioned. Transfer-only
accounts are exempt from apportionment. All accounts being reapportioned must be compared
to the most current SF133, Report on Budget Execution and Budgetary Resources (SF133),
applying at a minimum the standards in paragraph 020204 below.

020203. Funds Controlled and Distributed by OUSD(C)/PB

Initial distribution to Military Services and Defense Agencies is the responsibility of
OUSD(C)/PB for all funds appropriated by Congress or made available through above-threshold
reprogrammings and transfers from other TAFS. The assigned OUSD(C)/PB analyst for each
appropriation account will allocate funds to the Military Services and Defense Agencies by
means of funds authorization documents (FADs). Distribution will be made after funds are
apportioned as necessary. Distribution below the level of initial transfer to the Military Services
and Defense Agencies will be the responsibility of the Services and Agencies. Transfer-only
accounts are not available for obligation or outlay, and budgetary resources in such accounts will
not be distributed directly from the transfer accounts; such funds are distributed using
reprogramming procedures governed by chapter 6 of this Volume (Reprogramming of DoD
Appropriated Funds) to the FAD for the recipient appropriation.

020204. Periodic Review

Analysts responsible for monitoring the appropriation accounts will review apportioned
amounts a minimum of four times per year and make any necessary adjustments. The review
will be performed 2-weeks prior to each quarter-end, and necessary adjustments will be
submitted to allow at least 10 days processing time for any necessary reapportionments. At a
minimum the review will include the following:

A. Confirm unobligated balances forward, appropriations received, and
permanent reductions to amounts reported on the SF133. Coordinate with DFAS to resolve
discrepancies.

B. Check reasonableness of transfers to amounts reported on the most recent
SF133. Reconcile as necessary (possible timing differences). Refer to OMB Circular No. A-11
(Appendix F) for proper reporting of expired and unexpired balances transferred.
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C. Update recoveries and spending authority from offsetting collections to

actual amounts reported on the most recent SF133.
D. Ensure sufficient amounts are apportioned for projected obligations

through the end of the respective quarter; for both direct and reimbursable funding, and by
quarter or category. Request reapportionment as necessary to avoid a deficiency.

0203 PROCEDURES

020301. Preparation of Apportionment and Reapportionment Requests

All requests will be created electronically using the OMB’s web-based apportionment
module. Refer to the OMB Internet Apportionment System User Guide for detailed instructions
to prepare SF132 requests. Refer to OMB Circular No. A-11, Appendix A, for an example
SF132. Apportionment requests will be submitted by responsible Military Service and Defense-
Wide analysts to OUSD(C)/PB, Program and Financial Control (P&FC), and will be validated in
OMB’s MAX system prior to submission. Submit requests in accordance with the following:

A. Timing and minimum requirements:

1. For new appropriations, Components must submit requests within
5 calendar days after enactment of appropriations acts appropriating funds to DoD. At the
direction of the OUSD(C), the SF 132 apportionment requests may be required to execute fund
transfers mandated or authorized in an appropriations act. Refer to paragraph 020504 for
information about budgetary resources available to agencies pending OMB approval of an initial
apportionment following newly enacted appropriations, and paragraph 020505 for information
about apportionment requirements under continuing resolutions.

2. For revolving, public enterprise, and special funds, Components
must submit requests based on budget estimates by August 14. Amounts must reconcile to the
current budget request.

3. For all multi-year accounts that will be available for obligation in
the following year, Components must submit an estimate of unobligated balances by August 14.
Estimates will be based on unobligated balances on the July SF133. Include anticipated
reimbursements in this request as applicable.

4, Components will submit reapportionment requests at various times
throughout the year as needed to reflect changes in resources. A reapportionment request is also
necessary if amounts require redistribution among apportionment categories (refer to C below).
Refer to paragraph 020204 for minimum review requirements to be performed with every
reapportionment. Components must update collections and recoveries to actual amounts
reflected on the SF133 with each reapportionment.

B. Apportionment Categories.  Apportionments are identified by four
categories (A (by time), B (program, project, or activity (PPA)), AB (a combination of PPA and
time period) and C (for future years (only for multiyear/no year accounts)) designated in
OMB Circular No. A-11, Part 4, Section 120.13. DoD uses, at a minimum, the following
categories:
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1. Category A, Quarterly apportionments as follows:
Line 6001:  First Quarter
Line 6002:  Second Quarter
Line 6003:  Third Quarter
Line 6004:  Fourth Quarter
2. Category B, PPA level apportionments will be reported on lines

6011 — 6110 for multiyear accounts. Accounts may be apportioned lump sum, by business area,
or by PPA.

3. Defense Working Capital Funds (WCF) requests will identify
apportionments for the Military Service/Agency business areas by listing them as separate
Category B apportionments.

C. Footnotes are an essential mechanism for administrative control of funds
used in apportionments. They provide supporting explanation and clarity. Incorporating
explanatory footnotes sufficient to support the changes on the SF132 will facilitate faster
processing at OMB. Refer to OMB Circular No. A-11, (Part 4, sections 120.34 — 120.38) for
additional information.

1. The following footnotes will be included at a minimum on all DoD
apportionments:

a. “Pursuant to Title 31 U.S.C. Subsection 1553(b), not to
exceed 1 percent of the total appropriations for this account is apportioned for the purpose of
paying legitimate obligations related to canceled appropriations.”

b. “A classified attachment displaying the apportionment of
specific classified programs within the amount displayed may be included. All documents
associated with this apportionment are unclassified except for the Classified Attachment.
The classified apportionment shall be allotted in full and executed without change. Such
apportionment shall remain valid during the fiscal year until such time as a reapportionment of
such classified apportionment is required. Allotments shall be made no later than 30 days after
OMB signs the apportionment or the start of the subsequent calendar month, whichever is later.”

C. “Actual amounts recovered are automatically apportioned.”

d. “Adjustments to spending authority from offsetting
collections may be made without further action from OMB.”

2. While under a continuing resolution, the following additional
footnotes will be included, should a separate written apportionment be required:

a. “For any subsequent extensions of the Continuing
Appropriations Act, (insert year), in addition to the amounts previously apportioned, this
account will receive the amounts automatically apportioned via (insert OMB Bulletin number)
using the daily rate, provided that the total amount apportioned during the CR period does not
exceed the total annualized level of the CR.”

b. “Apportioned amounts may be increased durlng the CR
period for any additional spending authority from offsetting collections received.”
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D. Allocation Transfers to Other Agencies (Parent/Child transfers).
Allocation transfers to other agencies for execution of funds on behalf of DoD will be reflected
on all apportionment/reapportionment  requests. Refer to the example at
OMB Circular No. A-11, Part 4, Section 120, Exhibits 1200 and 120P.

020302. Supporting Information

Each apportionment request will be accompanied by a written explanation of the
requested apportionment action (footnotes will suffice for most requests), and a pdf copy of the
most recent SF133 to validate the updated amounts on lines 1021, 1700, 1701, 1800 and 1801.

020303. File naming conventions

Components will save MAX-validated SF 132 Apportionment Requests using a
consistent file naming convention. File names will begin with the two-position fiscal year (FY),
followed by the account abbreviation, the two-position Treasury Index, the four-position account
number, the 4 or 8-position period of availability (POA), and a sequence number in parenthesis
(filenames and sequence numbers may be changed at P&FC when necessary). Examples of
acceptable file names:

A. 15 OMA 21 2020 2015 (3).xIs would represent Operation and
Maintenance, Army’s third FY 15 submission.

B. 15 BRAC 97 0512 X (2).xls would represent the Base Realignment and
Closure account’s second FY 15 submission

C. 15 APAF 57 3010 2015-2017 (2).xIs would represent Aircraft
Procurement, Air Force’s second FY 15 submission of the 2015/2017 POA.

0204 COMPONENT NOTICE OF DOD COMPTROLLER AND OFFICE OF
MANAGEMENT AND BUDGET ACTIONS

020401. OUSD(C) Action

The OUSD(C) will notify the Component involved of amounts recommended by the
OUSD(C) if such amounts differ significantly from those requested by the DoD Component.

020402. OMB Action

The OMB will indicate to the OUSD(C) the action taken in regard to the initial request
for apportionment within the time prescribed by law, and in regard to reapportionment, generally
within 10 days after receipt of the request. This is accomplished via email notification.

020403. Notice to DoD Component of OMB Action

Upon receipt of the email notification of OMB action, the OUSD(C), P&FC will forward
the OMB approved apportionment document, together with any correspondence relating thereto,

to the OUSD(C) appropriation managers and the DoD Component points of contact.
Appropriation managers will issue FADs to the Components.
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0205 SPECIAL INSTRUCTIONS

020501. NATO Security Investment Program (NSIP)

NATO infrastructure recoupments will be reported as collections;. If it is anticipated that
amounts will be recouped during the FY, an estimate should be apportioned as anticipated
reimbursements.

020502. Surcharge Collections, Sales of Commissary Stores - Trust Revolving
Fund

Title 10 U.S.C. Section 2685 permits obligation of anticipated proceeds from the
adjustments or surcharges authorized by Section 2685. Prior to any such obligation of funds, the
amounts must be apportioned as contract authority on the SF 132.

020503. Letter Apportionments

Letter apportionments may be requested by OUSD(C) under certain circumstances, such
as periods under Continuing Resolution Authority, or for prior approval reprogramming actions
or internal reprogramming actions. Subsequent requests for reapportionment will reflect the
amounts approved on the letter apportionment in all columns of the SF 132.

020504, Interim Apportionment Authority for Initial Appropriations Act

In cases where OMB is reviewing the first apportionment request for newly enacted
appropriations, OMB automatically apportions up to a 30-day level of resources. Refer to
OMB Circular No. A-11 (Part 4, section 120.41.) for additional guidance to calculate the amount
automatically apportioned. Once the written apportionment is approved by OMB, the automatic
apportionment ceases to remain in effect. This authority may be further limited or modified by
OUSD(C) and OMB direction.

020505. Apportionment Requirements under Continuing Resolution (CR)

When an appropriations act for a fiscal year has not been signed by October 1, Congress
generally will pass a resolution appropriating funds to allow for the continuation of government
operations for a specified period of time or until enactment of an appropriations act providing
appropriations for the fiscal year. The CR is generally for a short term period, and there may be
multiple CRs or CR extensions before an act is finally passed. Each CR must be signed into law
by the President before becoming effective. The OMB publishes a bulletin with the first CR
providing guidance to clarify how appropriations will be calculated.

A. Annualized appropriations and automatic apportionment while under CR
will be calculated by OUSD(C)/PB, P&FC based on the CR and guidance in the OMB bulletin
issued with the first CR. The P&FC will provide appropriations and adjustments for reporting in
the AR1002 and SF133, and available funds under CR to all Components, along with guidance
to be followed while under CR. All P&FC calculations and fund balances/availability will be at
the account level. Updates will be provided with each subsequent CR until an appropriations bill
is passed. Appropriations and apportionments while under CR will be recorded in the SF133 in
accordance with OMB Circular No. A-11 (Appendix F).
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B. Pursuant to written exceptions from OMB, DoD reimbursements generally
are automatically apportioned during the period of a CR, to the extent that orders are received.
The OMB authorizes the exception in writing when it becomes evident that agency operations
under a CR are imminent.  This special exception for automatic apportionment of
reimbursements will be conveyed to Components with the guidance accompanying the initial
CR.

C. Should Components require more funds than are automatically available
to them under the CR, an exception apportionment will be required. Guidance for submission of
an exception will be included in the CR guidance.

0206 RESCISSONS AND DEFERRALS

020601. Rescissions and Deferrals — General.

A. Available budgetary resources may be withheld from obligation or
expenditure through impoundment, either permanently (rescission) or temporarily (deferral)
under conditions set forth in Title 31 U.S.C. Section 1512 and the Congressional Budget and
Impoundment Control Act (Title 2 U.S.C. Sections 683 and 684). Budgetary resources may be
deferred to provide for contingencies; to achieve savings made possible by or through changes in
requirements or greater efficiency of operations; or as specifically provided by law, except that
funds available for only one fiscal year may not be deferred through the end of that year. For
additional information and definitions of rescissions and deferrals, refer to
OMB Circular No. A-11 (Part 4, section 112).

B. Reapportionment will generally be required when funds are proposed for
rescission or deferral.  For procedures and special reporting requirements, refer to
OMB Circular No. A-11 (Part 4, section 112.3).

C. As the fourth quarter approaches, Components should review all deferrals
(particularly of funds expiring at the end of the year) to ensure that amounts deferred for only
part of the year will be released in time to be used prudently before the year ends. If a
determination is made that such amounts should not be used, a rescission will be proposed prior
to the beginning of the fourth fiscal quarter. Only in exceptional cases will rescissions be
proposed during the fourth quarter. All proposed rescissions must be approved by the OMB.

D. Refer to OMB Circular No. A-11 (Part 4, sections 112-14 — 112-16) for
guidance with regard to apportionment actions to be taken when rescission proposals and
deferrals are enacted, released, or disapproved.
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CHAPTER 3

APPROPRIATION TRANSFER AUTHORITIES

0301 GENERAL

In addition to the regular and supplemental appropriations that make funds available, the
Congress has provided authority for transfers of funds, i.e., moving funds from one appropriation
to another. This section identifies and describes the various transfer authorities that are available
to the Department and prescribes action required to exercise transfer authority.

0302 TYPES OF TRANSFER AUTHORITIES
*030201. Authority for Transfer

Transfer authorities may be included in permanent, one-time or recurring provisions of
law. Most of the transfers within the Department, however, are made pursuant to authority
granted in the annual Appropriations Act. Some of the transfer authorities are provided solely
for administrative convenience and some allow no discretionary action. Once
authorized/approved, basic responsibility for executing Treasury transfers will be assigned to the
Department of Defense (DoD) Components from which the funds are transferred; refer to
paragraph 030405 below.

*030202. Authority for Transfers Affecting Budget Availability

A. Congressionally Directed Transfers. This type of transfer is included in
the applicable DoD Appropriations Acts, either in the General Provisions or in the language that
enacts the individual appropriations. The Act itself then becomes the authority for DoD
Components to process the transfer documents.

B. General Transfer Authority. The General Provisions sections of DoD
Appropriations and Authorization Acts provide authority to transfer funds between
appropriations, or between appropriation subdivisions approved in the Acts, upon determination
by the Secretary of Defense that such action is necessary in the national interest; provided that
such authority to transfer may not be used unless for higher priority items, based on unforeseen
military requirements, than the items for which funds were originally appropriated, and in no
case where the item for which funds are requested has been denied by the Congress. The
Congress must be notified promptly of all transfers made under this authority. The
Appropriations Act authority requires approval of the OMB; the Authorization Act authority
does not include that requirement.

C. Transfers Between Working Capital Funds.  Generally, the DoD
Appropriations Act provides authority, during the current fiscal year, to transfer cash balances
between working capital funds and the Foreign Currency Fluctuations, Defense and Operation
and Maintenance appropriation accounts. Transfers may be made between such funds in such
amounts as may be determined by the Secretary of Defense, with the approval of the OMB,
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except that transfers may not be made unless the Secretary of Defense has notified the Congress
of the proposed transfer. Except in amounts equal to the amounts appropriated to working
capital funds in the Act, no obligations may be made against a working capital fund to procure
war reserve material inventory, unless the Secretary of Defense has notified the Congress prior to
any such obligation.

D. Transfer of Funds for Intelligence Activities. See Chapter 6, section 0606
for intelligence-related transfer authorities.

E. Transfer Accounts. Various Appropriation and Authorization Acts have
included language making funds available or transfer authority available for accounts such as
Environmental Restoration, Defense; Drug Interdiction and Counter-Drug Activities, Defense;
Foreign Currency Fluctuations, and Defense; Foreign Currency Fluctuations, Construction,
Defense. Accounts which are available only for transfer are exempted from the requirement to
apportion, as per OMB Circular A-11, section 120.5.

F. Transfer of Funds and Personnel for Functional Transfers Within the
Department of Defense. When a transfer of function, power, or duty is made within the
Department of Defense from one Military Department or Defense Agency to another, pursuant to
the authority of Title 10, United States Code, section 125, balances of appropriations and civilian
employee positions, that the Secretary of Defense determines are available and needed to finance
and perform that function, power, duty, or activity, may be transferred, with the approval of the
President (as delegated to the OMB). Funds transferred to the department or agency to which
that function, power, duty, or activity, as the case may be, is transferred, and used for any
purpose for which those appropriations were originally available shall be made in accordance
with Title 10, United States Code, section 126 (see Chapter 4).

G. Transfer of Funds for Functional Transfers Between Government
Agencies. Title 31, United States Code section 1531 (a) provides similar authority to 10 U.S.C.
126, above, limited to appropriations. Title 31, United States Code section 1531 (b) provides
that the head of the agency, with the President’s approval, determines the amounts to be
transferred in the case of intra-agency transfers and that the President determines the amounts to
be transferred in the case of inter-agency transfers.

H. Transfer of Funds to Other Departments and Agencies: Limitation. Title
10, United States Code section 2215 provides that funds available for military functions of the
Department of Defense may not be made available to any other department or agency of the
Federal Government pursuant to a provision of law enacted after November 29, 1989, unless, not
less than 30 days before such funds are made available to such other department or agency, the
Secretary of Defense submits to the House Armed Services and Senate Armed Services
Committees and the Committees on Appropriations of the Senate and House of Representatives a
certification that making those funds available to such other department or agency is in the
national security interest of the United States.
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0303 STATUS REPORT ON TRANSFER ACTIONS

To ensure that all required actions relating to transfers are accomplished in a timely
manner, the OUSD(C)/P&FC will maintain and publish periodically a status report on transfer
actions.

0304 ACTIONS RELATED TO EXERCISE OF TRANSFER AUTHORITY

030401. Proposals to Exercise Transfer Authority

The DoD Components will submit proposals for transfer formally to the OUSD(C) for
processing. The submission must state the statutory authority for the proposed transfer.

030402. Secretary of Defense Determination

In most cases, the Secretary of Defense will provide the authority and amounts for
transfer upon determination by the Secretary of Defense that certain conditions exist. The
Secretary of Defense determination, when required, either will be obtained or signed by the
OUSD(C) under delegation of authority from the Secretary of Defense as provided in
DoD Directive 5118.03, section 6.m. In processing SF 1151 transfer documents to the Treasury
Department, the statutory authority for the transfer must be cited, with references to documents
constituting determinations and copies of the associated OMB or Presidential approvals when
required.

030403. OMB/Presidential Approval

Where the statutory authority requires a determination or OMB/Presidential approval for the
transfer, the OUSD(C) will obtain the necessary approval. The OMB approval may also include
the apportionment of funds.

030404. Reprogramming Actions

Reprogramming actions (DD 1415) made pursuant to provisions of Chapter 6, will be submitted
whenever necessary to provide accountability for increases or decreases between DoD
appropriations. Accordingly, reprogramming actions are required to reflect transfer amounts that
are not congressionally directed. The timing for submission of the DD 1415 depends upon the
nature of the transfer and the amount involved.

*030405. Processing of Treasury Non-Expenditure Transfers (NETSs)

Treasury NET is the means by which funds are moved between accounts at the Treasury
pursuant to an authorized/approved transfer. Treasury NETs will be requested in the Treasury’s
Government-wide Accounting System (GWA), and must be requested by the entity transferring
funds out.
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A. Except as stated below, Treasury NETSs transferring funds between DoD
appropriation and fund accounts should not be processed prior to the receipt of an OUSD(C)
memorandum directing that such action be taken. The following types of transfers may be made
without prior approval of the OUSD(C):

1. Transfers of funds for functional transfers between government
agencies (31 U.S.C. 1531) - when the request is initiated by a government agency other than the
Department of Defense.

2. Transfers of obligational authority from one agency to a transfer
appropriation account that is established in another agency to carry out the purposes of the parent
appropriation or fund. Such transfers are not adjustments to budget authority or balances of
budget authority.

B. The memorandum from the OUSD(C) directing that a Treasury NET be
processed will be addressed both to the transferring office and the recipient office, and will
include the following information.

1. Identity of the transferring office.

2. Account from which funds are to be transferred and the recipient
account.

3. Amount of the transfer in dollars.

4. Statutory references for the transfer authority.

5. Reference to enclosure of a Secretary of Defense determination, if
applicable.

6. Reference to enclosure of an OMB approval, if applicable.

7. Statement of whether the action is an appropriation transfer, a

reappropriation, or obligated and unobligated transfer.

8. Statement as to the reprogramming action (DD 1415) serial
number on which transfers are reflected.

0. Statement as to the applicable lines on the Apportionment and
Reapportionment Schedule (SF 132) on which the transfer amounts must be reflected, when
submitting the required schedule or subsequent reapportionments.

10. Statement as to the applicable lines on the Report on Budget

Execution and Budgetary Resources (SF 133) on which the transfer amounts must be reflected,
when the transfer is made.
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11. Statement as to the official responsible for issuance of the
applicable fund authorization documents (e.g., EOB, DD 440, approval/deferral memos).

12.  Statement that either the OUSD(C) or other applicable designee
will make formal notification to the Congress of the amount transferred, if required by law.

030406. Notification to the Congress

A When there is a statutory requirement that transfers be reported to the
Congress, such notification is made to the President of the Senate and to the Speaker of the
House of Representatives promptly by the OUSD(C) upon completion of transfer action. In
accordance with informal arrangements between the Department of Defense and the cognizant
Subcommittees of the Committees on Appropriations, a copy of the report is transmitted to those
cognizant Subcommittees and to the House Armed Services and Senate Armed Services
Committees.

B. It should be noted that, although transfers of funds pursuant to Title 10,
United States Code section 126 need not be reported to the Congress, transfers of functions
pursuant to 10 U.S.C. 125 must be reported when there is a substantial reduction or elimination
of a major weapons system. The OSD office submitting the transfer of function documents to
the Secretary of Defense for approval is responsible for preparing documents to notify the
Congress.

*030407. Apportionment and Reapportionment Schedules

A. Pursuant to provisions of OMB Circular A-11 and Chapter 2, as applicable
transfers will be reflected on Apportionment and Reapportionment Schedules (SF 132). Where
prior approval is required, SF132s will be prepared after the necessary approvals are obtained.
For certain transfers specified in Chapter 2 (e.g., Foreign Currency Fluctuations, Defense or
Environmental Restoration), the gaining and losing accounts, except accounts available only for
transfer, automatically are apportioned and transfers will be reflected on subsequent schedules
that are generated for other purposes during the year. Accounts available only for transfer are
exempt from apportionment in accordance with OMB A-11, section 120.5.

B. Each Apportionment and Reapportionment Schedule submitted must show

all transfers processed to date. The SF 132 is processed concurrently for both the gaining and
losing appropriations, as applicable.
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030408. Guidance on SF 133 Treatment

Although OMB Circular A-11 does not contemplate that transfers will be included on the
“Report on Budget Execution and Budgetary Resources” (SF 133) until the NET action is
completed, transfers may be included on the SF 133 on an anticipated basis when all statutory
requirements for the transfer have been met but prior to the processing of the NET. Decisions
relating to anticipated transfers on the SF 133 will reflect the agreed-upon position of the
OUSD(C) and the OMB.

030409. Fund Authorization Documents
Changes will be made to the EOB, DD 440, etc., to reflect program adjustments resulting

from the transfers, as determined by the cognizant Program/Budget appropriation director in the
OUSD(C).



DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 4
* February 2015

VOLUME 3, CHAPTER 4: “FUNCTIONAL TRANSFERS”
SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an * symbol preceding the section, paragraph,
table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue and underlined font.

The previous version dated January 2011 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE

All This chapter is certified as current Current




DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 4
* February 2015

Table of Contents

VOLUME 3, CHAPTER 4: “FUNCTIONAL TRANSFERS” .......coooii e 1
0401 STATUTORY AUTHORITY ... s 3
0402 TYPES OF TRANSFER AUTHORITIES........ooiieee e 3

040201. FUNG AJUSTMENES: ...ttt neenne e 3
040202.  Transfer Of FUNGS ..o 3



DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 4
* February 2015

CHAPTER 4

FUNCTIONAL TRANSFERS

0401 STATUTORY AUTHORITY

Under the provisions of Title 10, United States Code, section 125, the Secretary of
Defense is authorized to transfer, reassign, consolidate or abolish any function, power or duty
vested in the Department. Whenever a transfer of function, power or duty is accomplished under
the authority of Title 10, U.S.C. 125, balances of appropriations and civilian employees, that the
Secretary of Defense determines are available and needed to finance and perform that function,
power, duty or activity, may be transferred, with the approval of the President as delegated to the
Office of Management and Budget (OMB) in accordance with Title 10, United States Code,
section 126.

0402 TYPES OF TRANSFER AUTHORITIES
040201. Fund Adjustments:

Necessitated by a transfer of functions during a current year should be handled to the
extent possible on a reimbursable basis. Only when financing of such transfers through the
reimbursement process presents serious burdens or involves significant amounts should a
transfer of funds be requested.

040202. Transfer of Funds

When transfers of funds are necessary as a result of transfer of functions under Title 10, United
States Code, section 125, it will be the responsibility of the receiving DoD Component to request
that the USD(C) obtain the necessary determination and approval for the transfer of funds. The
request shall be prepared in accordance with Title 10, United States Code, section 126 and the
provisions in Chapter 3 of this Volume contain a statement that the DoD Components concerned
have agreed to the amounts proposed for transfer. A copy of the Secretary of Defense approval
of the transfer of functions (under 10 U.S.C. 125) should accompany the request.
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CHAPTER S

SPECIAL MILITARY CONSTRUCTION/FAMILY HOUSING FUND
RELEASE PROCEDURES

0501 GENERAL

This chapter provides guidance on the fund release and the project approval procedures
applicable to the military construction and family housing appropriations.

0502 OVERVIEW
050201. Fund Approval

For the military construction and family housing construction accounts will be
accomplished by the submission of a request from the cognizant Department of Defense (DoD)
Component in a format 460 to the Office of the Under Secretary of Defense (Comptroller)
(OUSD)(C) Program Budget (P/B) Military Personnel and Construction Directorate. An
example of this format, and the instructions for its completion, are included in Appendix A of
this chapter.

050202. Family Housing

A format 460 does not need to be submitted for Family Housing, Operation and
Maintenance (O&M) annual accounts. Fund approvals providing quarterly limitations by budget
activity for these accounts will continue to be accomplished by OUSD(C) Obligational Authority
memoranda.

050203. OUSD(C) Review

Upon OUSD(C) review of the DoD Component submission, a fund approval will be
issued to the requesting Component to provide obligational authority corresponding to the action
taken on the request as reflected in the Office of Secretary of Defense (OSD) approved column
of the format 460. A copy of the format 460 will be attached to the fund approval. A sample of
the fund approval is provided in Appendix B.

050204. Document Approval
The approval document limits the Component’s authority to incur obligations. Further,

obligations will not be incurred prior to the receipt of the fund approval document or in excess of
the amounts shown therein.
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0503 SUBMISSION REQUIREMENTS

A fund release will be required to request the initial fund authorization document; to
request the release of funds for projects previously placed on hold by OUSD(C); to support an
approved apportionment/reapportionment schedule (SF 132); and to support an approved formal
reprogramming action.
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APPENDIX A

INSTRUCTIONS FOR FORMAT 460
“MILITARY CONSTRUCTION/FAMILY HOUSING PROGRAM
FUND APPROVAL”

A. Requirement. A format 460 is required for all Military and Family Housing Construction
accounts. It will be executed in project detail for the major construction and new construction
budget activities and executed as a lump sum for all other budget activities. The format is
intended to provide a complete listing of all the disposition of the funds provided by the
applicable appropriation act and includes all reprogramming actions.

B. Entries. Columnar entries shall be as follows:

1. State/Country/Installation/Project. Display the name of the installation and the
project title as reflected in the National Defense Authorization Act (NDAA). If there is more
than one project at an installation or activity, the installation or activity title should not be
repeated. The project listing should be in state or country sequence with the same installation
and project nomenclature as appearing in the NDAA. The centrally managed allotment (CMA)
for foreign currency fluctuation should be shown as a separate entry at the end of the project
listing.

2. Project Number. Display the Component-assigned project number associated
with the project.

3. Special Interest. The special interest column should contain an asterisk if the
project was reduced by either chamber of the Congress during the enactment process or was
indicated to be of special interest in a congressional report.

4. Appropriated Amount. The amount shown in this column must be consistent with
the amount shown for the project in the Appropriation Act. The total of all amounts shown in
this column must correspond to the amount provided in the applicable appropriation act covered
by the apportionment/reapportionment exhibit. If the amount appropriated and authorized for a
project differs, a footnote (providing the authorized amount) is required to document this
difference. For the foreign currency fluctuation CMA this line is blank.

5. Formal Reprogramming. If the project appears in a formal reprogramming
request, either as a recipient of funds or as a source of funds, enter the adjustment in this column
which shall be consistent with the amount shown in the reprogramming request. Split funding
refers to a project funded using more than one appropriation. If projects have been split funded,
only the amount of resources covered by the apportionment should be identified against the
project and the project appropriately footnoted.

6. Below Threshold Reprogramming. This column is similar to the previous
column; however, it is used when the project never appeared in a formal reprogramming request,
i.e., resources have been realigned below the threshold requiring prior approval.
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7. Previously Approved. This column represents the amount Office of the Under
Secretary of Defense (Comptroller) (OUSD(C)) currently apportioned against the project--the
amount appearing on the latest format 460 formally submitted to OUSD(C). Split funded
projects will show only the resources from the fiscal year covered by the apportionment and will
be footnoted to indicate where the balance of resources resides. The DD 460 is to be updated to
reflect the foreign currency fluctuation CMA, which is automatically apportioned.

8. Proposed. This column represents the amount being requested for apportionment
against this project.

9. Office of Secretary of Defense (OSD) Approved. OUSD(C) will indicate the
amount approved in this column.

10.  Quarter Award. Enter the quarter and fiscal year in which the project was
awarded or is expected to be awarded. For the foreign currency fluctuation CMA this column is
blank.

11. Delta from Previous Submission. This reflects the difference between the previously
approved and the proposed amounts.

12. OSD Withhold. OUSD(C) will indicate the amount on hold in this column.

13.  Appropriation Title: Reflect the appropriate Military Construction or Family
Housing Construction appropriation title.

14.  Symbol. Enter the Treasury code for the account for which obligational authority
is being sought. For example, 21 08/12 2050 would represent the FY 2008 Military Construction
Army account. The Defense Agencies should include the limitation separated by a period from
the 4-digit Treasury code. For example, 97 10/14 0500.1400 would represent FY 2010 Military
Construction Defense Agency funds provided to the Tricare Management Activity.

15.  Submission No. The first two digits of the submission number should equate to
the last two digits of the fiscal year in which the format 460 is submitted. The middle digit(s)
should equate to a period of availability or program year of the funds. For example, the FY 2008
program would be 08/12. The last digit(s) represent the submission number in that fiscal year.
For example, the initial submission would be “1” and all subsequent submissions incremented
accordingly.

16. Footnotes. Include footnotes related to Congressional adds and rescissions,
formal reprogramming, split funding, and when the authorized amount differs from the
appropriated amount to create an audit trail that ties back to legislation or specific justification
documents.
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MILITARY CONSTRUCTION or FAMILY HOUSING APPROPRIATION TITLE: (13) SUBMISSION NO: (15)
PROGRAM/FUND APPROVAL SYMBOL: (14) AS OF:
BELOW DELTA FROM
STATE/COUNTRY/ PROJECT| SPE APPROP FORMAL THRESHOLD | PREVIOUSLY
INSTALLATION/PROJECTS NO. INT AMOUNT |REPROGRAM

OSsD QTR| PREVIOUS OsD
REPROGRAM| APPROVED

PROPOSED | APPROVED AWD SUBMISSION [ WITHHOLD
@

@ [ @ (©)] (6 @

® © (10) (11)

(12)

Footnotes: (16)

460 Format
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MEMORANDUM FOR ASSISTANT SECRETARY OF THE
(FINANCIAL MANAGEMENT AND COMPTROLLER)

MILITARY CONSTRUCTION or FAMILY HOUSING CONSTRUCTION, (Enter Component)

OBLIGATION LIMITATION

PROGRAM YEAR #### OBLIGATION AUTHORITY

BUDGET ACTIVITY

PREVIOUSLY
APPROVED

THIS
ADJUSTMENT

REVISED
APPROVED*

MAJOR CONSTRUCTION

MINOR CONSTRUCTION

PLANNING AND DESIGN

FOREIGN CURRENCY
ALLOTMENT (CMA)

TOTAL DIRECT PROGRAM

REIMBURSABLE
AUTHORITY

TOTAL

* The amounts shown in the revised approved column represent limitations subject to the provision of Title
31, United States Code, Section 1517, the Antideficiency Act. Obligations are not to be incurred beyond the
revised amounts shown for each budget activity without the specific prior approval of the Office of the
Under Secretary of Defense (Comptroller).

Authorization No.

Date

Approved
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CHAPTER 6

REPROGRAMMING OF DOD APPROPRIATED FUNDS

0601 PURPOSE
060101. Department for the Reprogramming

This chapter establishes the policies of the Department for the reprogramming of
appropriated funds. Guidance in this chapter reflects recognition by the Congress of the practice
of reprogramming DoD funds covered in DoD Appropriations Acts as a necessary, desirable, and
timely device for achieving flexibility in the execution of DoD programs. Also, reprogramming
policies and procedures for military construction and family housing appropriations covered by
the Military Construction Appropriations Act can be found in Chapter 7 and the National
Intelligence Program (NIP) reprogramming policies and procedures covered by the National
Security Act of 1947, as amended, can be found in section 0606, Reprogramming of Intelligence
Resources.

060102. Reprogramming Procedures

Procedures are provided for establishing the base for reprogramming actions; submitting,
approving, and processing reprogramming actions; and for the report of programs reflecting all
supplemental appropriations, rescissions, transfers, and reprogramming actions.

060103. Reprogramming Policy

The policy herein replaces reprogramming guidance contained in the March 2011, DOD
7000.14-R, “Financial Management Regulation,” VVolume 3.

0602 REPROGRAMMING DOCUMENTS IN GENERAL
060201. DD 1414, Base for Reprogramming Actions

The DD 1414 establishes the base for reprogramming actions and transfers. The report
shall include a table for each appropriation enacted in the annual Department of Defense
Appropriations Act, with separate columns to display the Program Base Presented to Congress,
Approved Changes Prior to Congressional Action (e.g., budget amendments or other changes to
the budget formally submitted an appropriations committee), Changes Reflecting Congressional
Action (e.g., project level adjustments or undistributed rescissions as indicted in Conference
Reports), and the Program Base Reflecting Congressional/Presidential Action. Tables for each
appropriation shall delineate each budget activity and program, project, and activity established
in administration budget justification materials or in the Conference Report accompanying
enacted funding bills. Each budget activity and program, project, and activity shall be footnoted
to identify those items known to be of special interest to one or more of the congressional
committees and those items specifically denied by the Congress. The items should include, as a
minimum, those items for which additional funds have been provided or items for which funding
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is specifically reduced as shown in the project level table or in paragraphs using the phrases
“only for” or “only to” or are congressional special interest items for the purpose of the Base for
Reprogramming (DD Form 1414).

060202. DD 1415, Reprogramming Action

Reprogramming actions, upon approval of the Department, will be used to request the
prior approval (DD 1415-1) of the congressional committees to realign or transfer appropriated
funds or for internal reprogramming (DD 1415-3) requiring audit-trail type documentation of the
realignment or transfer of appropriated funds.

060203. DD 1416, Report of Programs

The DD 1416 report reflects the congressionally approved programs as enacted,
reprogramming actions which have been approved, congressionally directed undistributed
amounts and transfers, and reprogramming of funds that have been implemented by a DoD
Component using below-threshold reprogramming flexibility. This report is generated in the
Enterprise Funds Distribution (EFD) system, quarterly and submitted 30-days after the end of
each quarter, electronically to the congressional defense committees by the Under Secretary of
Defense (Comptroller) (OUSD(C)), Program and Financial Control Directorate (P&FC), for
Title 111, Procurement, and Title 1V, Research, Development, Test, and Evaluation and annually
for Title I, Military Personnel, and Title 11, Operation and Maintenance appropriations.

0603 DETAILED PROCEDURES FOR BASE FOR REPROGRAMMING ACTIONS
060301. General

The DD Form 1414, Base for Reprogramming Actions, establishes the base from which
reprogramming actions may be taken. It identifies line items within each appropriation covered
in the DoD Appropriations Acts.

060302. Due Date

Within 30 days following enactment of the Department of Defense (DoD) Appropriations
Act, the Components will submit their DD 1414, Base for Reprogramming Actions to OUSD(C)
P&FC to ensure the Department can submit the Base for Reprogramming Actions to the
congressional committees within 60 days of enactment as required by recurring general
provisions in DoD Appropriations Acts (e.g., section 8007 of division C of Public Law 113-235,
the Department of Defense Appropriations Act, 2015). The DoD Components will submit their
DD 1414 through the Enterprise Funds Distribution (EFD) system, for review prior to
submission to the congressional committees.

060303. Transmittal

Upon determination by the OUSD(C) P&FC that the Base for Reprogramming Action is
acceptable, OUSD(C) P&FC will submit to OMB, pursuant to OMB Circular A-11, section 22.3.
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After clearance by OMB, the OUSD(C) P&FC will prepare for printing and transmittal to the
congressional committees. Final printed copies will be distributed to the DoD Components as
well as posted on the Comptroller public website.

060304. Security Classification

In order facilitate use by the staffs of the congressional defense oversight committees, the
Department will submit an unclassified report. Therefore, each Service shall submit an
unclassified DD 1414 and OUSD(C) P&FC will be responsible for proper security review prior
to publication. All classified programs should be consolidated into a single line item titled
Classified Programs and should be displayed at the end of the Direct Program section.

060305. Detailed Instructions for Preparation of the DD 1414

Detailed instructions for the Base for Reprogramming Actions for the initial
appropriations act are provided in the appendices to this chapter.

0604 REPROGRAMMING ACTIONS
060401. Reprogramming Actions Requiring Written Congressional Approval

Two types of reprogramming actions will be used to request the prior approval of the
congressional defense committees. Both requests are submitted using DD 1415-1, Prior
Approval. The first type is for specific requirements, which usually are combined and submitted
monthly. The second type is the annual Omnibus reprogramming action submitted prior to
June 30 of each year, which was established in Fiscal Year (FY) 1991 to streamline the
reprogramming process for the congressional committees and the Department. With the
exception of reprogrammings of National Intelligence Program resources (paragraph 060604),
the USD(C) submits all reprogramming actions to the congressional defense committees. The
Department is expressly prohibited from preparing or forwarding to the Congress a prior
approval reprogramming action except “for higher priority items, based on unforeseen military
requirements, than those for which originally appropriated and in no case where the item for
which reprogramming is requested has been denied by the Congress.” It is the Department’s
policy that reprogramming actions, which require prior approval of the congressional committees
(DD 1415-1), are those which involve the application of funds that:

A Increase the procurement quantity of a major end item, such as an
individual aircraft, missile, naval vessel, tracked combat vehicle, and other weapon or torpedo
and related support equipment for which funds are authorized. (In such cases where specific
congressional language is provided allowing for additional quantities to be procured within
appropriated funds, increases to quantities for major end items shall be submitted to the USD(C)
for approval as a DD 1415-3, Internal Reprogramming action.)

B. Affect an item that is known to be or has been designated as a matter of

special interest to one or more of the congressional committees. In rare instances, when funds
from special interest items are to be reprogrammed from an existing program, subprogram,
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project, or subproject to another program, subprogram, project, or subproject within the same
procurement line item or program element, letter notification to the congressional committees
may be made. Letters shall be submitted to the congressional committees by the DoD
Component involved only after advance coordination with the applicable OUSD(C) P/B
Directorate.

C. Use general transfer authority. Any movement of funds between
appropriations or legal subdivisions requires statutory transfer authority. Unless specific transfer
authority is provided elsewhere, general transfer authority, which is provided in annual DoD
Appropriations and Authorization Acts, must be used. Any movement of funds from
supplemental appropriations also uses the general transfer authority provided in the annual DoD
Appropriations Act. Section 2214 of Title 10 of the United States Code (U.S.C.) and the annual
Appropriations Act provide limitations on programs for which general transfer authority may be
used. Such authority may not be used except to provide funds for a higher priority item, based
on unforeseen military requirements, than the items for which funds were originally
appropriated, and may not be used if the Congress has denied funds for the item. Exceptions to
the use of a DD 1415-1, Prior Approval Reprogramming action, may apply if reclassification of
programs to the proper appropriation for execution is required (i.e., these actions do not change
the purpose for which the funds were originally appropriated). (See paragraph 060402A).

D. Exceed thresholds agreed upon between the committees. Effective for
FY 2015, the basic reprogramming thresholds agreed upon between the committees and the
Department are: $10 million for military personnel; $15 million for operation and maintenance;
$20 million for procurement; and $10 million for research, development, test, and evaluation.
These thresholds are cumulative from the base for reprogramming value as modified by any
congressional action, to include the initial appropriation, rescissions, supplemental
appropriations, and approved DD 1415 reprogramming actions. The BTR limitation is the net
value of transfers into or out at the specified level. For example, transfers using Below
Threshold Reprogramming (BTR) authority of $5.0 million out of an RDT&E PE line item and
transfer of $4.0 million into the same RDT&E PE line item would result in a total amount
transferred of $1.0 million, with the consequence that the $1.0 million of BTR authority was
used. The thresholds agreed upon between the committees and the Department are as follows:

1. Military Personnel. A cumulative increase of $10 million or more
in a budget activity.

2. Operation and Maintenance. A cumulative increase or decrease of
$15 million or more to a budget activity or to a Defense Agency for Operation and Maintenance,
Defense-Wide appropriation. When the congressional committees impose reprogramming
thresholds on specific sub-activity group categories, these threshold amounts are separately
identified on the DD 1414, Base for Reprogramming Actions, and reprogramming restrictions
apply. For example for FY 2015, congressional committees imposed reprogramming thresholds
on specific sub-activity group categories.
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a. The committees required the Department to follow Prior
Approval procedures for transfers in excess of $15.0 million out of the following budget
sub-activities:

1) Army: Maneuver _units; _modular _support
brigades; land forces operations support; force readiness operations support; land forces
depot _maintenance; base operations support: and facilities sustainment, restoration, and
modernization.

(@) Navy: Aircraft _depot maintenance; ship depot
maintenance; and facilities sustainment, restoration, and modernization.

3 Marine Corps: Depot maintenance and facilities
sustainment, restoration, and modernization

4) Air_Force: Primary combat forces; combat
enhancement forces; combat communications; and facilities sustainment, restoration, and
modernization.

%) Air Force Reserve: Depot maintenance.

(6) Air National Guard: Depot maintenance.

b. The committees required the Department to follow Prior
Approval procedures for transfers in excess of $15.0 million into the following budget sub-
activity:

1) Army National Guard: Other__personnel
support/recruiting and advertising.

C. Defense-Wide O&M: transfer of funds to or from the
levels specified for defense agencies in excess of $15.0 million shall be subject to a PA
reprogramming action.

d. For FY 2015, the committees further require the Services,
with Comptroller coordination, to provide written notification not later than 15-days prior to
implementing transfers in excess of $15.0 million out of the following budget sub-activities:

1) Navy: Mission and other flight operations and

mission and other ship operations

@) Air Force: Operating forces depot maintenance;
mobilization depot maintenance; training and recruiting depot maintenance; and
administration and service-wide depot maintenance.

e. Defense Health Program: For FY 2015, any transfer of
funds from the In-House Care budget sub-activity to any other sub-activity shall be

6-8



DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 6
* September 2015

subject to a PA reprogramming action. In addition, any cumulative transfer of funds
in excess of $10,000,000 from the Private Sector Care sub-activity requires written
notification to the congressional defense committees not later than fifteen days after
such a transfer occurs.

f. The above requirements were set forth in reprogramming
guidelines in the explanatory statement accompanying the DoD Appropriations Act, 2015 and
are subject to change in conference reports accompanying future appropriations acts.

3. Procurement. A procurement program is defined by the items
included in the DD 1414, Base for Reprogramming Actions.

a. Increases. A cumulative increase of $20 million or more
or 20 percent of the program base amount, which includes the initial appropriation, rescissions,
supplemental appropriations, and approved DD 1415 reprogrammings (i.e., cumulative over the
entire obligational availability of a specific year appropriation), whichever is less.

b. Decreases. A cumulative decreases of $20 million or more,
or 20 percent of the program base amount, which includes the initial appropriation, rescissions,
supplemental appropriations, and approved DD 1415 reprogramming (i.e., cumulative over the
entire obligational availability of a specific year appropriation), whichever is less.

4, Research, Development, Test, and Evaluation (RDT&E). A
research program is defined by the items included in the DD 1414, Base for Reprogramming
Actions.

a. Increases. A cumulative increases of $10 million or more
or 20 percent of the program base amount, which includes the initial appropriation, rescissions,
supplemental appropriations, and approved DD 1415 reprogramming (i.e., cumulative over the
entire obligational availability of a specific year appropriation), whichever is less.

b. Decreases. A cumulative decreases of $10 million or
more, or 20 percent of the program base amount, which includes the initial appropriation,
rescissions, supplemental appropriations, and approved DD 1415 reprogramming (i.e.,
cumulative over the entire obligational availability of a specific year appropriation), whichever is
less.

E. Initiates a new start. A new start program for RDT&E is a new program
element or project, or a major component thereof, as determined by specific supporting
information provided in the R-2 and R2A (RDT&E Budget Item/Project Justification) exhibits
not previously justified by the Department and funded by the Congress through the normal
budget process is considered to be a new start. A new start program for Procurement is a new
procurement line item or major component thereof, as determined by specific supporting
information provided in the P-5 (Cost Analyst) or PA0A (Budget Items Just for Aggregated
Items) exhibits not previously justified. Congressional committees discourage the use of the
reprogramming process to initiate programs. Except for extraordinary situations, consideration
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will not be given new start reprogramming requests for which the follow-on funding is not
budgeted or programmed. Funding for new starts may not be obligated without prior approval or
written notification (see paragraphs 060403 and 060404). A program effort in one year in the
Procurement and RDT&E accounts may be extended into a subsequent fiscal year without
constituting a new start. This is considered an extension of the effort initiated in the prior year
program, and could include a skip year for execution purposes. When this occurs, the program
should be footnoted as such on the DD 1416, Report of Programs, with sufficient justification for
the extension. Due to the characteristics of Military Personnel and Operation and Maintenance
programs, new starts seldom occur in those appropriations. New starts in these appropriations
would be significant new programs, efforts, or activities that have not been explicitly justified to
the Congress in budget justification material. An example would be the establishment of a
Pacific Distribution System. In some instances, a letter notification may be appropriate in these
circumstances but only with the explicit approval of the USD(C).

The DD 1415-1 should include a brief description of the total
program being initiated, and of the total cost of the program and of proposed funding and
procurement quantities by fiscal year. It should provide enough background information to
demonstrate that the item is ready for research or procurement include explanation as to why the
program must be initiated now and, if a budget line is not already included in a budget currently
under Congressional consideration, an explanation of how subsequent years’ funding will be
provided. The Department will not approve new starts that do not have budgeted or programmed
follow-on funding. The DD 1415-1 must also explain why the source funds are no longer
needed and any impact. See paragraph 060404 for failure to provide proper notification.

F. Terminates Appropriated Programs:

1. Eliminates a procurement program, or a subprogram, of
$20 million or more.

2. Eliminates a RDT&E program element, project, or subproject of
$10 million or more.

See paragraph 060403D for terminations falling within below-threshold limits.

G. Use Proceeds for Replacement of Certain Items Sold from Inventory.
Prior congressional approval obtained using a DD 1415-1 is required when proceeds from items
sold from inventory are used to acquire an asset that is not a “like replacement” item (e.g., that is
not of identical type, model, and series designation). Such requests may be included either as a
separate part within the monthly reprogramming, or submitted as a separate, stand-alone DD
1415-1 action. See section 0609 for additional information and guidance.

060402. Internal Reprogramming Actions
DD 1415-3, Internal Reprogramming, actions are audit-trail type actions processed within
the Department to serve various needs. One is to reclassify funds for proper execution into a

different line item, program element, or appropriation than that in which the funds were
appropriated. Another includes reprogramming to or from transfer accounts. A third reflects
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approval to increase quantities, when not otherwise requiring prior approval of the congressional
committees.

A. Reclassification Actions. In certain instances, it is necessary to reclassify
funds to a different line item, program element, or appropriation than that in which the funds
were appropriated by the Congress. Such reclassifications do not involve any change in the
substance of the program; the funds will be used for the same purposes originally contemplated
and budgeted for, testified to, and described in the justifications submitted to the congressional
committees, and subsequently appropriated by the Congress. These actions may also involve
realignment of congressionally added programs that are more appropriately executed in a
different program line or in a different account than the line or account in which the funds were
appropriated. In cases where the realignment is between DoD appropriations, then the use of
general transfer authority would be involved, along with the legal requirements thereof.

B. Transfer Appropriations. Transfer accounts are those appropriations with
funding that will be subsequently transferred to other appropriations for execution. These
accounts include, but are not limited to: Environmental Restoration, Army; Environmental
Restoration, Navy; Environmental Restoration, Air Force; Environmental Restoration,
Defense-Wide; Environmental Restoration, Formerly Used Defense Sites, Drug Interdiction and
Counter-Drug Activities, Defense; Overseas Contingency Operations Transfer Fund; Foreign
Currency Fluctuations, Defense; and Foreign Currency Fluctuations, Construction, Defense.
Movement of funds from these accounts to other appropriations is generally exempt from the use
of general transfer authority.

C. Procurement Quantities. Approval for increases to procurement quantities
for major end items, not otherwise requiring prior approval of the congressional committees.

060403. Letter Notifications to Congress

Letter notification to the congressional committees is required in advance of initiating
requirements for:

A. A new procurement line item not otherwise requiring prior approval
action.

B. A new procurement line item or major component thereof costing less
than $20 million for the entire effort.

C. Establishment of new development programs costing less than $10 million
for the entire effort.

D. Initiation of safety programs or safety modifications costing less than
$20 million for the entire effort; can be initiated immediately following congressional
notification.

E. Termination of programs falling within the below threshold
reprogramming amounts (procurement programs or subprograms costing less than $20 million;
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RDT&E programs, projects, or subprojects costing less than $10 million) as long as the
procurement line item or RDT&E program element is not eliminated.

F. Identification of specific line items to satisfy specific transfer notification
requirements established by Congress.

Congress requires a 30-day notification to the Defense Committees prior to
implementation. The Component may implement the reprogramming action 30-days after
congressional notification unless an objection is received from a committee.

060404. Failure to Provide Proper Notification

Recurring general provisions in DoD Appropriations Acts (e.g., section 8077 of division
C of Public Law 113-235, the Department of Defense (DoD) Appropriations Act, 2015) prohibit
use of funds made available through a reprogramming that creates or initiates a new program,
project, or activity unless such program, project, or activity must be undertaken immediately in
the interest of national security and only after written prior notification to the congressional
defense committees.

060405. Transfer Authority

Any movement of funds between appropriations or legal subdivisions requires transfer
authority. There are at least five types of transfer authority:

A. Transfer Appropriations. Authority for Transfer Fund appropriations is
contained in the annual DoD Appropriations Act.

B. Foreign Currency Fluctuations. Authority for the Foreign Currency
Fluctuations, Defense, appropriation is contained in Public Law 95-457 (92 Stat. 1236) and
section 2779 of Title 10 of the U.S.C. Authority for the Foreign Currency Fluctuations,
Construction, Defense, appropriation is contained in section 121 of Public Law 99-591, section
2779 of Title 10, U.S.C., and the annual Military Construction Appropriations Act.

C. General Transfer Authority (GTA). The use of GTA is required for
transfers between appropriations and legal subdivisions, when other specific authority is not
provided. It is included in a general provision in the annual DoD Appropriations Act and is
authorized in the annual National Defense Authorization Act, most recently section 8005 of
division C of Public Law 113-235, the DoD Appropriation Act, 2015, and section 1001 of the
annual National Defense Authorization Act for FY 2015, Public Law 113-291. When GTA is
used, the Secretary of Defense must make a determination that such action is necessary in the
national interest. The OMB must also approve the use of GTAs. For prior approval
reprogramming actions that use GTA, OMB must approve transmittal of the action before the
Department forwards to the congressional defense committees. The OMB apportions funds that
use GTA after congressional approval is received for prior approval actions or the internal
reprogramming action has been approved and signed by USD(C). Beginning with the DoD
Appropriations Act, 2009, recurring general provisions have incorporated into law the funding
levels specified in certain tabular entries in appropriations act explanatory statements or
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conference reports (e.g., section 8006 of the DoD Appropriation Act, 2015). Such recurring
general provisions provide that where funding levels specified in Project Level Adjustment
Tables for a particular program, project, or activity exceed the amount requested, that program,
project, or activity must be carried out at the prescribed level. Amounts specified in such project
level adjustment tables are not subdivisions of appropriations for purposes of GTA, and may be
transferred or reprogrammed after appropriate congressional notification. Any transfers among
military personnel appropriations shall not be taken into account for purposes of the limitation on
the amount of funds that may be transferred under GTA.

D. Intelligence Programs. Authority for transfers in intelligence programs is
specified in paragraph 060601.

E. Special. Additional transfer authority for special situations is contained in
various sections of Title 10 of the U.S.C. and in annual National Defense Authorization and
Appropriations Acts. Section 127a of Title 10, U.S.C., provides limited transfer authority in the
case of certain operations. Use of this transfer authority requires the use of prior approval
reprogramming procedures.

060406. Detailed Instructions and Formats for Preparation of DD 1415

Detailed instructions for DD 1415-1 (Prior Approval) and DD 1415-3 (Internal
Reprogramming) are provided in the appendices to this chapter. Templates are available by
contacting the OUSD(C) P&FC reprogramming point of contact at 703-697-0022
(DSN 227-0022).

060407. Submittal by Components

Military Departments must submit proposed DD 1415 actions formally by a signed
memorandum addressed to the USD(C) from the Assistant Secretary (Financial Management and
Comptroller) of the Military Department. Requests from a Defense Agency must be signed by
its Comptroller (or equivalent official). Such requests must be submitted electronically, and all
requests are due the 5™ work day of the month for inclusion in the monthly reprogramming
submission. When a prior approval reprogramming for investment programs is required to
initiate a new start (paragraph 060401E) or to terminate a program (060401F), a copy should also
be provided to the Office of Under Secretary of Defense for Acquisition, Technology and
Logistics; Director, Acquisition Resources & Analysis. For_all reprogramming actions, the
DD 1415 must be submitted to OUSD(C) P&FC, through the EFD system. The classified
details must be provided at the same time in an electronic submission to OUSD(C) via the
SIPRNET. The OUSD(C) will ensure that proposed reprogramming actions affecting the NIP
resources are provided to the Office of the Director for National Intelligence (ODNI). The
OUSD(C) will ensure will ensure that proposed reprogramming actions affecting MIP resources
are provided to the Undersecretary of Defense (Intelligence), and consistent with section
102A(d)(1)(B) of the National Security Act of 1947 (50 U.S.C.§ 3024(d)(1)(B)) shall consult
with the ODNI Office of Chief Financial Officer before transferring or reprogramming funds
made available by Congress specifically for the MIP. The DoD Component memorandum shall
include the following:
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A. Reprogramming actions outside the Omnibus reprogramming to the
congressional committees, will only be made for those actions involving critical requirements or
unforeseen circumstances that cannot wait for implementation of the Omnibus due to contract
award dates or other time sensitive reasons. In these cases, individual reprogramming actions
will be entertained, and the transmittal memorandum must clearly define the urgency of the
requirement. Ordinarily, such urgent requirements shall be combined for inclusion in a monthly
reprogramming submission the congressional committees.

B. A statement that the DD 1415-1 Prior Approval reprogramming action has
been cleared by the DoD Directorate for Freedom of Information and Security Review,
Washington Headquarters Services. The copy with the original “Cleared for Open Publication”
stamp should accompany the transmittal memorandum.

C. Because the DD 1415 actions are now being posted on the Comptroller’s
Home Page on the World Wide Web, the DD 1415 reprogramming action should not refer to or
identify the intelligence resources. Therefore, the cover letter transmitting the DD 1415 to the
OUSD(C) must contain a statement that the reprogramming does or does not affect MIP or NIP
resources. If NIP resources are affected, the reprogramming should be cleared with the ODNI,
and the cover letter should state that this has been done.

D. Identification of any new starts being requested, and whether the new
starts were approved by a Secretary’s decision document during the Program/Budget review or
other action.

060408. Signed DD 1415s

The USD(C) has the authority to sign all reprogramming actions, and upon signature the
reprogrammings are returned to OUSD(C) P&FC for further processing. A DoD Serial Number,
in sequence, will be added to the signed DD 1415.

060409. OMB Approval

Any reprogramming action using general transfer authority and/or special transfer
authority must have a Secretary of Defense Determination documenting that the transfer is
necessary in the national interest. The authority to make that determination has been delegated
to the OUSD(C), Deputy Comptroller, Program/Budget. For prior approval reprogramming
actions using general transfer authority and or special transfer authority, OMB must also approve
the transmittal of the DD 1415-1 before forwarding the action to the congressional defense
committees. The OUSD(C) shall obtain formal OMB apportionment for the specific transfer of
funds after congressional responses on the action are received and final results on
implementation of the action are determined.

060410. Distribution of the DD 1415-1

The DD 1415-1 is e-mailed to the House Appropriations Committee (HAC), House
Armed Services Committee (HASC), Senate Appropriations Committee (SAC), and Senate
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Armed Services Committee (SASC). A copy of the DD 1415 and the transmittal date will be
e-mailed to the submitting DoD Component. After being notified that the DD 1415 has been
submitted to the congressional committees, the DoD Component will ensure that the
congressional committees receive any classified information that is to be submitted under
separate cover.

060411. Congressional Committee Approval of DD 1415 Requests

A. Approval for a Prior Approval Reprogramming Action (DD 1415-1) is
obtained by letter from the congressional committees prior to implementation of the action.
Each separate committee response is taken into account, and final implementation by OUSD(C)
P&FC of the action reflects the lowest of the approvals received for proposed sources and
increases. Occasionally the action is implemented for less than originally requested due to the
denial of increases or sources.

B. As copies of the congressional committee approval letters are received,
e-mail notification will be made to the applicable DoD Components and OUSD(C), Deputy
Comptroller, Program/Budget appropriation managers. When the final committee approval has
been received, an OUSD(C) P&FC implementation memorandum will be prepared.
The implementing letter will attach copies of the approved DD 1415, data sheets, Secretary of
Defense Determination, and committee letters, as applicable.

C. No reprogramming request will be approved if the funds requested have
been obligated or committed prior to congressional committee review and approval. The
obligation of funds prior to consideration by the congressional defense committees denies them a
realistic option to deny the request. Such a procedure places the committee(s) in the position of
having to approve the request or deny all funds for the continuation of the program in the latter
part of the fiscal year. Also, funds that have already been identified for a below-threshold
reprogramming should not be incorporated into the DD 1415 unless the funds have not yet been
obligated on the new requirement. (If this occurs, the funds cannot be obligated until
congressional approval is received).

D. Reprogramming hearings, questions, and transcripts will be handled by
each Component involved, unless there is an OSD principal witness.

E. If the congressional committees have denied a reprogramming increase,
DoD policy prohibits use of a series of below-threshold reprogramming actions as a means to
finance the requested increase. However, below-threshold reprogramming authority may be
used to finance increases on reprogramming actions that were approved by the congressional
committees, but were not able to be accommodated within the implementation process, as long
as the below-threshold reprogramming actions otherwise do not: exceed a threshold limitation,
such as below-threshold reprogramming limitations on realignment of funds into or out of a
budget line; affect an item of special congressional interest item; or have not been specifically
denied by a congressional committee as a reprogramming source. This policy has evolved out of
recognition of there being congressionally-approved increases within monthly and Omnibus
reprogramming actions that were unable to be funded in the USD(C) implementation
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memorandum, due to a lack of congressionally-approved sources. However, in recent years,
Components have been required to provide advance written notification to the congressional
defense committees prior to the USD(C) undertaking a below-threshold reprogramming to
implement approved sources.

060412. Implementation Memorandums for Reprogramming Actions.

A. After all approvals have been obtained for a reprogramming action, a
memorandum signed by the Director for Program and Financial Control will be provided to the
applicable Components.

B. If the reprogramming action includes an appropriation transfer, the
implementing memorandum will include instructions (data sheet) for processing the SF 1151,
Nonexpenditure Transfer Authorization, and include a copy of the combined Secretary of
Defense Determination and OMB Approval document approving the transfer.

C. Along with normal distribution, the implementation memorandum will be
e-mailed to the applicable DoD Component and to the appropriate OUSD(C), Deputy
Comptroller, Program/Budget appropriation manager(s), so that funds may be released.

060413. Alternate Letters or Revised Actions for New Sources

A. Reprogramming actions may be submitted prior to or after the monthly or
Omnibus Reprogramming Actions. When sources are denied by a congressional committee, new
sources to fund the requested increase may be submitted in DD 1415 format or letter format.
Except in the most unusual circumstances, alternate sources for items denied in the monthly or
Omnibus Reprogramming Action will not be submitted to the congressional committees.

B. Revised actions or letters for the signature of the USD(C) should be
prepared by the submitting DoD Component. Normal reprogramming procedures apply for
processing the revised actions or letters to the congressional committees.

C. The committees have request that the original reprogramming request be
furnished when identifying a new source of funds.

The USD(C) may appeal the decision of a committee on a reprogramming action. All
proposed appeals to committees initiated by a DoD Component shall be forwarded by
memorandum to the USD(C) for further processing within the Department. Any action on a
reprogramming subsequent to its original submission to the committees is subject to the same
procedures as the original reprogramming.

060415. Withdrawal of Reprogramming Actions
A. When approval of a reprogramming action that was submitted to the

congressional committees, but not fully approved, is no longer required, then that action should
be formally withdrawn from congressional committee consideration. The need for withdrawal
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may result when too much time has elapsed for the proposed increase to go under contract or
when proposed sources are needed to fund a higher priority reprogramming than that originally
submitted.

B. Withdrawal letters for the signature of the USD(C) should be prepared by
the submitting DoD Component. Normal reprogramming procedures apply for processing the
letters to the congressional committees.

C. Sufficient rationale on the reason for withdrawal should be provided to the
congressional committees so they will not question why the action was originally submitted for
their approval. If one or more committees have already approved the action, letters should be
written to those committees expressing appreciation for their approval.

0605 DD 1416, REPORT OF PROGRAMS
060501. General

The DD 1416, Report of Programs, reflects the congressionally approved programs as
enacted, supplemental funding, rescissions, implemented reprogramming actions,
congressionally  directed undistributed amounts and transfers, and below-threshold
reprogramming actions that are implemented by a DoD Component. The amounts on the
DD 1416 for column should be identical to the amounts on the DD 1002, Appropriation Status
by Fiscal Year Program and Subaccounts, column b (column d for Active Operation and
Maintenance appropriations) for comparable “as of dates” and stub entries. Amounts should
only deviate when reconcilable differences exist due to posting errors in the DD 1002.

060502. Due Date

The DD 1416, Report of Programs is submitted quarterly 30-days after the end of each
quarter for Title 111, Procurement, and Title IV, Research, Development, Test, and Evaluation,
and will include all implemented reprogramming actions through that date, together with below-
threshold reprogrammings made by the DoD Components through that date. The due dates for
these reports shall be approximately 30-days after the end of each quarter. The DoD Component
will certify their_submission through the EFD system of the guarterly DD 1416, Report of
Programs, to OUSD(C), P&FC. The DD 1416 for Title I, Military Personnel, and Title II,
Operation and Maintenance, appropriations will be submitted annually, 30-days after the end of
the fiscal year.

060503. Procurement Line Items “Items Less Than $5 million

“For programs that are included in an “ltems Less Than $5 Million” line item, the
program or cost growth will be accommodated within the below-threshold authority for the total
line item value. The amount of growth to an individual program or to the aggregate line item
total cannot exceed the dollar threshold of $20.0 million or 20 percent, whichever is less.
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060504. Program Base Columns Reflecting Congressional Action

Changes due to supplemental appropriations and rescissions will be shown in a separate
column from the basic Appropriations Act. Additionally, general provision reductions that are to
be proportionately allocated to “each program, project, and activity” within each applicable
appropriation account will be reflected in this column. The combination of the “Program Base
Reflecting Basic Congressional Action” and “Program Base Adjustments Reflecting Enacted
Supplementals and Rescissions” columns shall be used for determining how much of the
procurement and RDT&E appropriations can be decreased based on percentages when
determining the amount that can be reprogrammed using below-threshold authority.

060505. Detailed Instructions for Preparation

Reimbursable program or order amounts are not required unless reimbursable funding
was used for the direct program. Detailed instructions for the DD 1416 are provided in the
appendix to this chapter.

0606 REPROGRAMMING OF INTELLIGENCE RESOURCES
060601. Intelligence Reprogramming Guidance

A. National Intelligence Program (NIP): Section 102A of the National
Security Act of 1947 (50 U.S.C. 3024) authorizes the Director of National Intelligence (DNI) to
transfer or reprogram funds appropriated for a program within the National Intelligence Program
(NIP) to another NIP effort. No NIP funds may be transferred or reprogrammed without the
prior approval of the DNI, except in accordance with procedures prescribed by the DNI. For
initiating and processing reprogrammings involving the NIP, use applicable guidance issued by
the Office of the Director of National Intelligence (ODNI) Chief Financial Officer.

B. Military Intelligence Program (MIP): Reprogramming requirements set
forth in section 0604 apply to reprogramming MIP intelligence resources. Further policies
specific to MIP below-threshold reprogrammings are set forth in DoD Directive 5205.12,
Military Intelligence Program (MIP), enclosure 2, paragraph 1.i.  Additionally, as provided for
in paragraph 060407, OUSD(C) will consult with the Office of the DNI Chief Financial Officer
before transferring or reprogramming funds made available by Congress specifically for the MIP
as required by section 102A(d)(1)(B) of the National Security Act of 1947 (50 U.S.C.8 3024).

060602. Oversight

The House Permanent Select Committee on Intelligence (HPSCI) and the Senate Select
Committee on Intelligence (SSCI) have oversight jurisdiction over the NIP. All NIP
reprogrammings require prior approval from the HPSCI, SSCI, House Appropriations
Committee (HAC), and Senate Appropriations Committee (SAC). Reprogrammings affecting
the MIP require prior approval from the HPSCI, House Armed Services Committee (HASC),
Senate Armed Services Committee (SASC), HAC, and SAC. Notwithstanding that per
agreements among the various congressional committees the SSCI has jurisdiction over the NIP
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only, the Department does provide the SSCI an information copy of reprogramming of
non-intelligence funds into the MIP in satisfaction of section 504 of the National Security Act of
1947 (50 U.S.C.8 3094). Additionally, the Department provides the SSCI an information copy
of reprogramming actions within the MIP.

060603. Submission Procedures

In addition, to applicable section 0604 procedures, including indication within cover
letters whether MIP or NIP resources are affected, the following additional requirements apply to
intelligence resource reprogrammings:

A. Because DD 1415 reprogramming actions are posted on the Internet, the
DD 1415 must not refer to or identify specific intelligence programs or resources.

B. All classified reprogramming requests must be coordinated with the
Directorate for Investment. Components are required to clearly identify classified actions as part
of their reprogramming submission. Concurrent with their reprogramming request submission,
Components are to separately provide; the classified details in electronic format to the
appropriate Comptroller POCs.

060604. Procedures

The same procedures apply to reprogramming intelligence resources as provided in
paragraph 0604 with the following exception. For processing reprogrammings involving the
NIP, contact the Office of the Director of National Intelligence (ODNI) for specific guidance.
Because DD 1415 reprogramming actions are now being posted on the Internet, the DD 1415
must not refer to or identify specific intelligence programs or resources. Cover letters
transmitting proposed DD 1415s to the OUSD(C) should contain a statement that the
reprogramming does or does not affect NIP/MIP resources.

060605. Below-Threshold Reprogrammings

For processing below-threshold reprogrammings involving the NIP, contact the Office of
the Director of National Intelligence (ODNI) for specific guidance.

0607 REPROGRAMMING OF SPECIAL ACCESS PROGRAMS
060701. Provision in Law
The annual DoD Appropriations Act states: “Funds appropriated by this Act may not be

used to initiate a special access program without prior notification 30 calendar days in session in
advance to the congressional defense committees.”
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060702. General

For other than reprogrammings of new starts as stated in paragraph 060701, normal
reprogramming procedures as described in this chapter apply to special access programs.

0608 BELOW-THRESHOLD REPROGRAMMING ACTIONS
060801. Purpose

Below-threshold reprogramming actions provide DoD Components with the discretionary
flexibility to realign, within prescribed limits, and congressionally approved funding to satisfy
unforeseen, higher priority requirements. As with DD 1415 reprogrammings, below-threshold
actions must net to zero.

060802. Guidelines

A. Below-threshold reprogramming actions are minor actions not otherwise
requiring congressional approval that may be accomplished within the DoD Components and are
measured cumulatively over the entire obligation availability of the appropriation.
Reprogramming thresholds apply to increases and decreases made to line items in the
Procurement and RDT&E accounts. Below-threshold amounts for the Military Personnel are
measured by increases as well as Operation and Maintenance accounts are measured by increases
and decreases. When the congressional committees impose reprogramming thresholds on
specific sub-activity group categories, these threshold amounts are separately identified on the
DD 1414, Base for Reprogramming Actions, and reprogramming restrictions apply. Any action,
when combined with other below-threshold reprogramming actions for the same budget activity,
line item or program element, must not exceed the established threshold in total, except when
thresholds are exceeded due to the provisions of 31 U.S.C. 1551 et seq.

B. Threshold amounts agreed upon among the committees and the
Department are contained in paragraph 060401D. New start programs cannot be initiated using
below-threshold authority (see paragraphs 060401E and 060404).

C. Normal reprogramming thresholds will not apply based on 31 U.S.C. 1551
et seq. when currently available appropriations are used to fund obligations or adjustments to
obligations, which would otherwise have been funded from a canceled account before it was
canceled. Within an appropriation, reprogramming thresholds may be exceeded in currently
available appropriations for increases or sources used to finance the “Canceled Account
Adjustments” line item. If reprogramming thresholds are exceeded for increases or sources to
finance these obligations or adjustments to obligations, then column “k,” “Below-Threshold
Actions not Requiring Approval by the SECDEF or Committees” of the DD 1416 should be
footnoted to indicate that the threshold amount has been exceeded due to canceled account
adjustments.

D. If the congressional committees have denied a reprogramming increase,
DoD policy prohibits the use of a series of below-threshold reprogramming actions to finance the
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requested increase. However, below-threshold reprogramming actions that preceded the
congressional denial will be recognized as valid.

E. Below-threshold reprogramming authority may be used to finance
increases on reprogramming actions that were approved by the congressional committees, but
were not able to be accommodated within the implementation process, as long as the below-
threshold reprogramming actions otherwise do not exceed below-threshold reprogramming
limitations on realigning funds into or out of a program line; affect an item of special
congressional interest item; or have not been specifically denied by a congressional committee as
a reprogramming source. This policy has evolved out of recognition of there being
congressionally-approved increases within monthly and Omnibus reprogramming actions that
were unable to be funded in the USD(C) implementation memorandum, due to a lack of
congressionally-approved sources. However, in recent years, Components have been required to
provide advance written notification to the congressional defense committees prior to the
USD(C) undertaking a below-threshold reprogramming to implement approved sources.

F. The below-threshold authority computation starts with the quantity of end
items and amount of funds appropriated to a specific line item by the Congress. These baseline
amounts are reflected in columns h and i on the DD Form 1414, Base for Reprogramming
Actions; in the BTR column on the DD Form 1416, Report of Programs. The baseline is
changed by supplemental appropriations, rescissions, directed general provisions reductions, and
approved DD 1415 reprogramming actions, which are reflected in the appropriate columns of the
DD 1416. The net amounts of the appropriated amounts and the supplemental appropriations,
rescissions, directed general provisions reductions, and approved DD 1415 reprogramming
actions are reflected in columns b, c, d, and e on all versions of the DD 1415. The first DD 1415
for a particular line item will reflect the same baseline amounts in columns b/c and d/e.
Subsequent DD 1415s for a particular line item will retain the same baseline amount in columns
b/c and d/e (unless a supplemental or rescission or an approved DD 1415 has been implemented
in the interim. Exceptions to this occur when more than one DD 1415 is processed
simultaneously, or when the previous DD 1415 was implemented at a different level than was
originally approved (Monthly or Omnibus, for example).

0609 REPLACEMENT OF ITEMS SOLD FROM INVENTORY
060901. Policy

The current budget policy requires that offsetting collections from asset sales generally
cannot be used to replace end items sold from inventory if the replacement end item is not a “like
replacement” item of identical type, model, and series designation) unless congressional
approval is obtained. Although technically not involving the reprogramming of appropriated
budgetary resources, DoD obtains the requisite approval by submitting a prior approval
reprogramming action to the congressional defense committees.
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060902. Guidelines

A. The requirement for a prior approval reprogramming action for small
dollar value end items where replacements vary only to a minor extent from the item sold has
resulted in unnecessary paperwork and serves no substantive purpose. Replacement of items
sold from inventory with a unit cost of less than $5,000 that are not of identical type, model, and
series designation will be treated as a “like replacement,” if an improved model of the same end
item is being procured, performs the same warfighting capability, and the inventory objective
presented to the Congress is not exceeded. Items satisfying all of these criteria will be financed
with the proceeds of the sale of the end items issued from inventory without processing a
DD 1415-1, prior approval reprogramming request. The amount applied toward the like
replacement item may not be increased beyond the proceeds of that sale.

B. The requirement for a prior approval reprogramming action exists when an
item of materiel is sold which will require replacement to compensate DoD inventories for the
resultant loss of capability or readiness and the replacement item will not qualify as like
replacement item because it is not identical to the item sold. Replacement items submitted for
congressional approval must, however, be a later series or modified version of the same basic
model of the item being sold (e.g., sale of a C-130A aircraft and purchase of a C-130E), or be an
acceptable substitute item used against the same inventory objective or authorized acquisition
objective in requirements computations (e.g., sale of an M-48 tank and purchase of an M-60
tank). If congressional approval is provided, offsetting collections from the asset sale may be
used to procure the item as a like replacement item. See paragraph 070302.C.2 of Chapter 7 of
Volume 15 for more information concerning replacement of items following sales of Defense
articles from stocks. In accordance with OMB Circular A-11, section 83.5, the buyback of the
like replacement items must be classified as a direct obligation because it is financed using an
offsetting collection from an asset sale to a non-Federal source.

C. For DD 1415-1 reprogramming actions seeking approval for use of
proceeds to acquire items that are not “like replacement” items, Components must either submit
a separate, stand-alone prior approval reprogramming request, or make the request as a separate,
stand-alone part within the regular monthly reprogramming submission. Components shall not
incorporate or combine such actions with other types of reprogramming requirements.

0610 REPROGRAMMING POLICY FOR CLOSING APPROPRIATION ACCOUNTS
(31 U.S.C. 1551 et seq)

061001. Definitions of Contract Changes for Reprogramming Purposes

For purposes of this reprogramming policy guidance, adjustments to amounts initially
obligated in accounts that now are expired are categorized either as within-scope or change-in-
scope contract changes. Within-scope changes generally are funded from the appropriation that
originally financed the contract until cancellation. Change-in-scope contract changes are
financed from appropriations currently available for obligation at the time the change is made.
Specific guidelines for determining scope of work changes are defined in Chapter 8, “Standards
for Recording and Reviewing Commitments and Obligations”.
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061002. Use of Currently Available Appropriations to Fund Out-Of-Scope
Contract Changes

A. Normal applicable reprogramming (DD 1415) procedures and thresholds
will apply when currently available appropriations are used to fund out-of-scope contract
changes.

B. Out-of-scope contract changes funded from currently available
appropriations will be funded from, and reflected against, the current corresponding line item,
program element or program applicable, or comparable, to the program for which the contract
change is being made.

C. If an applicable corresponding program no longer exists in the currently
available appropriation for the program for which the out-of-scope contract change is being
made, a new line item for the program in question will be created to reflect the contract change
adjustment. Reprogramming threshold procedures for newly created line items will be the same
as for the creation of any other new line item.

D. Any line item or program can be the funding source for contract changes
funded from currently available funds. However, the funding source line item or program will
also be subject to normal reprogramming thresholds.

0610083. Use of Currently Available Appropriations to Fund Obligations or
Adjustments to Obligations that Otherwise Would Have Been Funded from a Canceled
Appropriation Account

A Obligations and adjustments to obligations that would have been properly
chargeable to a closed account, both as to purpose and amount, shall be charged to an
appropriation currently available for the same purpose. Specific limitations are as follows:

1. The sum of all such amounts funded from currently available
appropriations shall not exceed the lower of (a) one percent of the originally appropriated
amount of the current appropriation being charged or (b) the current unexpended balance of the
canceled appropriation account.

2. For the purpose described in paragraph 1, the unexpended balance
is the sum of the unobligated balance plus the unliquidated obligated balance of the appropriation
account at the time it was canceled, less any and all obligations incurred and payments made
subsequent to the cancellation of the original appropriation account when such obligations and
payments would otherwise have been properly charged to the appropriation had the appropriation
not been canceled.

B. Normal reprogramming procedures (DD 1415) and thresholds will not
apply when currently available appropriations are used to fund obligations or adjustments to
obligations, which would otherwise have been funded from a canceled appropriation account
before it was canceled.
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C. Charges to currently available appropriations for obligations or
adjustments to obligations that would otherwise have been charged to canceled appropriation
accounts shall be reflected in a line item on the Report of Programs (DD 1416) entitled
“Canceled Appropriation Account Adjustments.”

1. Within an appropriation, reprogramming thresholds may be
exceeded in currently available appropriations for increases or sources used to finance the
“Canceled Appropriation Account Adjustments” line item.

2. If reprogramming thresholds are exceeded for increases or sources
to finance these obligations or adjustments to obligations, column k, Changes not Requiring
Approval by Secretary of Defense, of the DD 1416 should be footnoted to indicate that the
threshold amount has been exceeded due to canceled appropriation account adjustments.

3. The new line, “Canceled Appropriation Account Adjustments,”
will be a separate line item or program element and added as an entry within a single budget
activity. For all appropriation accounts that do not display line item detail, a memo line shall be
shown under any single budget activity.

061004. Use of Expired Appropriations to Fund Contract Changes

A. An expired appropriation remains available for recording, adjusting and
liquidating obligations properly chargeable to that appropriation until the appropriation is closed
under 31 U.S.C. 1552. Accordingly, an expired appropriation may be used to fund within-scope
contract changes properly chargeable to that appropriation in accordance with Chapter 8. When
properly chargeable obligations are posted against a line item, funding must be available in that
program. If funding is not available on that program, but funding is available within the
appropriation, a funding realignment between programs in that appropriation must be
accomplished.

B. Expired Operation and Maintenance, Navy appropriations may be used to
fund certain payments required because of changes in scope of work in connection with ship
overhaul, maintenance, and repair work under 10 U.S.C. 7313.

C. For purposes of the Shipbuilding and Conversion, Navy, (SCN)
appropriation, appropriation language normally provides for additional obligations to be incurred
after the 5 years of obligation availability, for engineering services, tests, evaluations, and other
such budgeted work that must be performed in the final stage of ship construction. The period of
availability of the SCN appropriation is adjusted prior to being canceled based on the schedule of
work being performed. (e.g. section 8075 of division C of Public Law 113-235, the DoD
Appropriations Act, 2015).
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0611 NATIONAL GUARD AND RESERVE EQUIPMENT APPROPRIATION
NOTIFICATION PROCEDURES

061101. General

In the National Guard and Reserve Equipment Appropriation (NGREA), the Congress
typically appropriates funding in lump-sum amounts to be used for aircraft and miscellaneous
equipment, and requests submission of a detailed assessment of modernization priorities by each
of the Reserve Component (RC) Chiefs. The Assistant Secretary of Defense (Reserve Affairs)
(ASD (RA)) forwards the RC acquisition plans to the congressional committees, along with a
consolidated equipment requirements list for all Reserve Components, called the Summary
NGREA Acquisition Report.

061102. Procedures for Revisions to the Summary NGREA Acquisition Report

A. Procurement of any item not included in the Summary NGREA
Acquisition Report for allocation of the funds appropriated in lump-sum amounts for aircraft and
miscellaneous equipment cannot be initiated by a Component until the proper notification to the
congressional committees is made.

B. Letters requesting a change to the initial report must be submitted to
ASD(RA) by the cognizant Military Department Assistant Secretary (Financial Management and
Comptroller) for the respective Reserve Component requiring a change from the initial allocation
directly to the ASD(RA). The ASD(RA) shall obtain coordination from OUSD(C) P/B before
transmitting letters to the congressional committees.

C. Consistent with other procedures in place for letter notifications pertaining
to new starts (section 060403), the following procedures shall apply.

1. Notification of the House and Senate Appropriations Committees
and the House and Senate Armed Services Committees is followed by a 30-day automatic hold.

2. The DoD Component may implement the reprogramming
30 calendar days after receipt by these committees unless notification to the contrary is received
from a committee.

*0612 OPERATION AND MAINTENANCE QUARTERLY EXECUTION REPORT

*061201.  Purpose

This chapter provides instructions applicable to preparation and submission of the
Operation and Maintenance (O&M) Quarterly Execution Report. Congress requires the
Department to provide the congressional defense committees with quarterly budget execution
data for each of the active, guard, reserve, and defense-wide O&M accounts. Title 10, U.S.
Code, section 228, requires quarterly reports on the allocation of funds within operation and
maintenance budget sub-activities. The Operation and Maintenance Quarterly Execution Report
satisfies both reporting requirements.
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061202. Submission Requirements

The Military Departments submit their reports to the Office of the Under Secretary of
Defense, Comptroller (OUSD(C)), Operations Directorate 20 days after the end of each quarter.
The Defense Wide Operation and Maintenance Report is prepared by OUSD(C), Operations
Directorate. The template provided in an appendix B to this chapter displays the format for the
Report.

061203. Preparation of Material

The O&M Execution Report must:

A Reflect the official DD COMP (M) 1002 Report as of the last day of the
reporting quarter;

B. Explain any deviations from official budget data and accounting execution
report data.

C. Control funds at the SAG/BLI level to prevent reflecting obligations in
excess of program in the official DD COMP (M) 1002 Report; and

D. Avoid exceeding SAG/BLI thresholds for prior approval reprogrammings
as set by Congress.

061204. References

Volume 2A Chapter 1 provides general funding policies and Chapter 3 provides specific
policies related to Operation and Maintenance costs. (See Volume 2A, Chapter 1 - 3)

061205. Operation and Maintenance Quarterly Execution Report Exhibit

A. The O&M Report contains the following column data as displayed on the
format presented in Appendix C to this chapter. Unless modified in a data call, this format
should be adhered to.

1. Appropriation: Use this column to identify the Component’s
O&M account and display as follows:

a. Army O&M (Active/Reserve/National Guard)

b. Navy O&M (Active/Reserve)

C. Marine Corps O&M (Active/Reserve)

d. Air Force O&M (Active/Reserve/National Guard)

e. Defense-Wide (D-W) O&M
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2. Budget Activity (BA): Use this column to identify the applicable
Budget Activities such as:

a. Operating Forces (BA 1)

b. Mobilization (BA 2)

C. Training and Recruiting (BA 3)

d. Administrative and Servicewide Activities (BA 4)

e. Defense Agency and Budget Activity (Defense-Wide)

3. Activity Group (AG)/Budget Sub-Activity (BSA): Use this
column to display the activity groups.

4, Sub-Activity Group (SAG)/Budget Line Item (BLI): Use this
column to display the sub-activity group (SAG)/Budget Line Item (BLI) title.

5. President’s Budget Request Column: This column must match the
current fiscal year budget request, by SAG/BLI, in the Conference Report for the Department of
Defense Appropriations and match the appropriate column in the Base for Reprogramming
Actions (DD 1414).

6. Appropriation Column: This column must match the current fiscal
year appropriation, by SAG/BLI, in the Conference Report for the Department of Defense
Appropriations and match the appropriate column in the Base for Reprogramming Actions
(DD 1414).

7. Distribution of Unallocated Congressional Adjustments:  This
column should reflect the distribution of unallocated congressional adjustments found in the
Conference Report for the Department of Defense Appropriations.

8. Adjustments Required by Statute: The total for the Adjustments
Required by Statute column should equal the Transfers (i.e., letter reprogrammings directed by
statute), General Provisions, and Supplemental Appropriations.

9. Prior Approval Reprogramming: This column should reflect prior
approval reprogrammings. This should include all prior approval reprogrammings approved by
Congress by the end of the quarter that this report covers.

10. Below Threshold Reprogrammings (BTRs): This column should
include any reprogramming actions that the component has made between SAG/BLI s that do not
require OSD or congressional approval, also known as Below Threshold Reprogrammings
(BTRs). The BTRs must not exceed $15.0 million into/out of each Budget Activity (BA) or
Defense Agency. Additionally, the Explanatory Statement, Division C Department of Defense
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Appropriations Act Fiscal Year 2015 cites specific SAG/BLI s that require prior approval
reprogramming and Defense Agencies and Components restricted to BTRs of the lessor of
$15 million.

11. Other Reprogrammings: This column should include any Internal
Reprogrammings (IRs) not displayed elsewhere in this report. Provide a footnote explanation for
these adjustments (i.e., includes environmental restoration and foreign currency fluctuation
transfers). Provide specific details for any adjustments other than adjustments from Transfer
accounts. For example, letter reprogrammings authorized but not specifically directed by statute
would appear in this column. The footnote would explain the transfer.

12.  Current Program: This column must match, by SAG/BLI, Budget
Activity (BA) and in total, column D (column C for the Marine Corps Reserve, Navy Reserve,
Air Force Reserve, and Air National Guard) of the O&M Appropriation Status by Fiscal Year
Program and Subaccounts (DD 1002) Report for the last month of the applicable quarter. If it
does not, then present the appropriate total; provide a footnote explanation with specific SAG
level detail noting the discrepancy and address why it does not, and what action is underway to
correct any differences.

13.  Actual Obligations: This column must match, by SAG/BLI,
Budget Activity (BA) and in total, column E of the O&M Appropriation Status by Fiscal Year
Program and Subaccounts Report (DD 1002) Report for the last month of the applicable quarter.
If it does not, then present the appropriate total; provide a footnote explanation with specific
SAG/BLI level detail noting the discrepancy and address why it does not, and what action is
underway to correct any differences.

B. Footnotes:
1. Careful attention must be paid to report footnotes.
2. Use the footnote section to explain the data contained in the report

and make it meaningful;

3. Explain any deviations from official budget data and accounting
execution report data;

4, Be consistent with the wording of footnotes and ensure the current
quarter footnotes are consistent with the previous quarter’s report footnotes; and

5. Standard footnotes will be provided by the Office of the Under
Secretary of Defense (Comptroller) at the beginning of each fiscal year

C. Expectation for Funds Awareness

1. Funds should be controlled at the SAG/BLI level to prevent
reflecting obligations in excess of program in the O&M DD 1002 Report; and
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2. Funds must be controlled to avoid exceeding SAG/BLI thresholds
for prior approval reprogrammings as set by Congress.
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UNCLASSIFIED March 2015
CLASSIFICATION Page 1 of 3 Pages
BASE FOR REPROGRAMMING ACTIONS

(Dollars in Thousands)

Appropriation Account Title: Enter the appropriation account title and program year.

Fiscal Year Program: Enter the fiscal year.

Program Base Approved Changes Changes Reflecting Program Base
Line Item Presented to Congress Prior to Final Congressional Reflecting Congressional/
in Printed Justification Congressional Action/Intent Presidential Action
Action
Qty Amount Qty Amount Qty Amount Qty Amount
a b c d ¢ f g h i

The DD From 1414, Base for Reprogramming Actions, establishes the base from which reprogramming actions may be taken. It identifies line items for
each appropriation covered in the DoD Appropriations Acts.

uone[ngay JUIWaFEUB [BIOUBLL] (O

1 1 | 1 1 1 1 1
Line item nomenclature and accompanying amounts for programs appropriated vary by account and should be shown as follows:
Active and reserve component military personnel appropriation accounts shall list budget activities as presented in the justification books. These
line items will be followed by budget activity subdivisions or other line identifications to reflect congressional action by programmatic change. A total for
each budget activity will be shown.
Operation and maintenance (O&M) active and reserve appropriation accounts shall list budget activities as presented in the justification books.
These line items will be followed by budget activity subdivisions or other line identifications to reflect congressional action by programmatic change. A
total for each budget activity will be shown.
Procurement appropriation line items will be the procurement line items shown on the P-1. Procurement Programs, and arranged in the same order
with the exact same title. The line items will be grouped by budget activity and a total will be shown for each budget activity. Only congressional special
interest item changes should be listed as memo entries under each P-1 line item.
Research, Development, Test and Evaluation appropriation line items will be the program elements shown on the R-1, RDT&E Programs, and
arranged in the same order with the exact same title. The program elements will be grouped by budget activity and a total will be shown for each budget
activity. New program titles due to congressional adds shall be as reflected in the congressional reports or as part of an existing program element, whichever
is appropriate. Only congressional special interest item changes should be listed as memo entries under each program element.

I I I I I I 1 I
Unless otherwise directed by OUSD(C), undistributed congressional reductions and adds must be distributed on the DD 1414,

I I
DD 1414 UNCLASSIFIED
CLASSIFICATION
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6-30



DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 6 Appendix A
* September 2015

UNCLASSIFIED March 2015
CLASSIFICATION Page 2 of 3 Pages
BASE FOR REPROGRAMMING ACTIONS 9
(Dollars in Thousands) E
Appropriation Account Title: Enter the appropriation account title and program year. Fiscal Year Program: Enter the fiscal year. 5
Program Base Approved Changes Changes Reflecting Program Base g
Line Item Presented to Congress Prior to Final Congressional Reflecting Congressional/
in Printed Justification Congressional Agction/Intent Presidential Action
Action
Oty Amount Oty Amount Oty Amount Oty Amount
a b C d e f g h 1 =
PROGRAM IE.
-]
=2
=

“Program Base Presented to Congress in Printed Justification” (columns “b™ and “¢™). For each line item in the Procurement and RDT&E appropriations,
enter the amounts reflected in the P-1 and R-1. The Procurement line items should include applicable line item quantities (do not use xx). Military Personnel
and Operation and Maintenance {O&DM) appropriations will be by budget activity level and amounts will be obtained from M-1 and O-1.

“Approved Changes Presented Prior to Final Congressional Action” (columns “d” and “e”). Enter the amount of increase (+) or decrease (-) to the line items
or budget activities which were approved by the Secretary of Defense and formally presented to one or both of the Committees on Appropriations. Normally,
such changes, involving a change in the budget estimate for the total appropriation, will be submitted to the Congress by the President as formal budget
amendments, although in certain cases, such changes have been presented directly by the Secretary of Defense. Testimony on program changes by a DoD)
official other than the Secretary or Deputy Secretary of Defense shall be considered as an expression of personal opinion and not as an approved change. This
column shall only be used when directed by OSD.

| | | | | I | |
“Changes Reflecting Congressional Action/Intent” (columns “f” and “g™). Enter the amount of increase (+) or decrease (-) for each line item reflecting
congressional action as indicated in the Conference Report accompanying the Do) Appropriations Act or any other information as may be available to
determine congressional action or intent regarding line item detail. Nonspecific congressional adjustments included in appropriated amounts for an Active
Service O&M account shall be allocated to the budget activity level.

| I I 1 I I I I

“Program Base Reflecting Congressional/Presidential Action” (columns “h™ and “17). Entries will represent the arithmetic sum of the applicable entries from
columns “b” through “f” and “¢” through “g.” Amounts in this column will become the first column "Program Base Reflecting Congressional Action”
(columns “b” and “c”) of the subsequent DD 1416 reports.

Quantities (Columns *b,” “d” and *“["). Quantities are only applicable for the procurement accounts. When a procurement line item contains a quantitative
measurement, then the quantity shall be reflected in the appropriate quantity columns for that line 1tem. If no quantity 1s meaningful as a umt measurement,
then leave the column value left (1.e., do not use xx).

I I I I I [ I I
DD 1414 UNCLASSIFIED
CLASSIFICATION
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UNCLASSIFIED March 2015
CLASSIFICATION Page 3 of 3 Pages

BASE FOR REPROGRAMMING ACTIONS =

(Dollars in Thousands) E

Appropriation Account Title: Enter the appropriation account title and program vear. Fiscal Year Program: Enter the fiscal year. E

Program Base Approved Changes Changes Reflecting Program Base B

Line Item Presented to Congress Prior to Final Congressional Reflecting Congressional/ =

in Printed Justification Congressional Action/Intent Presidential Action E

Action g

Qty Amount Qty Amount Qty Amount Qty Amount 8

a b ¢ d e f 2 h i %

PROGRAM 2

=3

8

Stub Entries for this Financing Section may include some or all of the following types of transactions:
Budget Authority:

Appropriation, P.L. 113300

PL 113-xxx, Sec. 8106

PL 113-x0x, Sec. 8060

Total Financing, FYY 20xx Program

Detail instructions for the above financing lines by column are as follows:

Column “¢” for the appropriation and reimbursable orders lines shall be the same as the amounts in the President’s Budget Program and Financing
Schedules.

Column “e” is rarely used:. and when appropriate. instructions for this column will be provided.

Column “g” shall be the delta changes made by Congress or DoD for applicable appropriation or general provision changes.

Column “1” shall be the sum of the columns across and shall be column “¢,” “Program Base Reflecting Basic Congressional Action,” on subsequent
DD 1416s.

“Transfers” shown on the DD 1414 will only apply for those transfers included as part of the President’s Budget request or certain congressional
action transfers. For example, these may include transfers in the budget from the National Defense Stockpile Fund or general provision transfers provided by
the Congress in law that usually involve transfers to Shipbuilding and Conversion.

I I I I 1 I I 1
Footnoted Items. Extreme care should be used in footnoting items. Footnote 1, should be used when one of the congressional reports specifically provided
funds for this item using the phrases “only for” or “only to”, or the item appears in one of the project level tables. Congressional prior approval is required
hefore decreasing funds on this program. Footnote 2, should be used when this effort was specifically reduced by one or more of the congressional
committees. Below Threshold Reprogramming (BTR) authority cannot be used to restore specific congressional reductions. Footnotes should be consolidated
onto the last page of each account. This avoids repetition of the same footnote that may appear on several pages of an appropriation.

v xipuaddy g saydey?) ‘¢ Jumjop

DD 1414 UNCLASSIFIED
CLASSIFICATION
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REPROGRAMMING ACTION - PRIOR APPROVAL
Unclassified Pagel of 4
Subject: DoD Serial Number:
FY XX-XXPA
Appropriation Title: Appropriation titles with vear designation. Includes Transfer?
Yes or no
[Component Serial Number: (Amounts in Thousands of Dollars)
Program Base Rellecting Program Previously Reprogramming Actlon Revised Program
Congr Action Approved by Sec Del
Line Item Quantity | Amount Quantity | Amount Quantity | Amount Quantity | Amount
a b I o d [ e T ] g h I i

This is a sample with instructions on details required lor preparation of a DD 1415-1. Prior Approwval,
reprogramming action, which requires congressional committee approval in writing prior to implementation
of the committee responses. Specific approval of the USD({Comptroller) is required on all DID 1415
reprogramming actions and OMB endorsement is required for those involving general and special transfer
authority.

An introductory paragraph should include the following:
1. Explain why the action is being submitted for prior approval. (One or more of the following should apply.

A, Affects an item that i1s known to be or has been designated as a matter of special interest to one or
more of the congressional committees.

B. Initiates a new program, subprogram, modification, program element, project, or subproject.
C. Exceeds thresholds agreed upon between the congressional committees and the Department.

D. Involves the use of general transfer authority and shall state which Acts are involved, for example,
pursuant to section 8005 of division C of Public Law 113-235, the Department of Defense (Dol2)
Appropriations Act, 2015, and section 1001 of Public Law 113-291, the Carl Levin and Howard P. “Buck”
McKeon National Defense Authorization Act for Fiscal Year (FY) 2015.

E. Involves the use of special transfer authority and shall state which Acts are involved. for example.
pursuant to section 9002 of Title IX Overseas Contingency Operations (OCO) of Public Law 113-2335, the
Department of Defense (Do) Appropriations Act, 2015, and section 1522 of Public T.aw 113-291, the Carl
Levin and Howard P. “Buck™ McKeon National Defense Authorization Act for Fiscal Year (FY) 2015,

F. Increases the procurement quantity of a major end item. such as an individual aircrafl, missile, naval
vessel, tracked combat vehicle, and other weapon or torpedo and related support equipment for which funds
are authorized. (Exceptions may apply when congressional language allows for procurement of as many
missiles as funds will procure, which requires the submission of, and approval of an internal reprogramming
action.)

Approved (Signature and Date)

DD 1415-1 Unclassified
6-24
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DoD Financial Management Regulation Volume 3. Chapter 6. Appendix A
March 20156
REPROGRAMMING ACTION - PRIOR APPROVAL
Unclassified Page 2 of 4
Subject: DoD Serial Number:
FY XX-XX PA
A ppropriation Title: Appropriation titles with vear designation. Includes Transfer?
Yes or no
Component Serial Number: {Amounts in Theusands of Dollars)
FProgram Base Reflecting FProgram Fre shy Reprogi Action Revised Program
("nnsresuinﬂl Actlon Am'nved by Sec Del
Line Ttem Quantity Amount Quantity Amount Quantity Amount Quantity Amount
a b o d e r a h i

G. Terminates any program that results in the elimination of a procurement program or an RDT&E
program element: a subprogram within a procurement program or RDT&E project or subproject which is
equal to the total amount of the procurement program or program element; or a subprogram within a
procurement program or an RDT&E project or subproject within a program element of $10 million or more.

2. A concise sentence stating the purpose ot the action.

3. A statement that the action is for a higher priority item, based on unforeseen military requirements, than
that for which the funds were originally appropriated, meets all administrative and legal requirements of
the Congress. and has not been denied by the Congress. This statement ensures that statutory requirements
are satisfied.

4. A statement that the action is/is not included in the President’s Budget that is on the Hill for approval.
REPROGRAMMING INCREASES:

Appropriation and vear designation

Budget Activity Number and Title

a b c d e f
Explanation:
Details for each separate increase are as follows:

a. Line item titles. The title will be identical to the title shown on the DD Form 1414, Base for
Reprogramming Actions, if the line item is listed therein.

b. Entries for “Program Base Reflecting Congressional Action™ (columns “b™ and “¢™). For each line item,
enter the procurement quantity (if applicable) and amount shown on the DD 1414, The baseline 1s changed
by any congressional action to include rescissions, supplemental, and approved DD 1415 action.

c. Entries for “Program Previously Approved by SecDef” (columns “*d” and “e”). For the first 1415
processed for a particular item, entries will be the same as columns b and ¢ entries. For subsequent 1415s,
entries will be the same as columns h and i of the most recently approved DD 1415 reprogramming action.
If a reprogramming action is already in process in OSD affecting the same item, coordinate the revised
program value to be used with the OUSD(C) P&FC.

DD 1415-1 Unclassified
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DoD Financial Management Regulation Volume 3, Chapter 6, Appendix A
March 2015

REPROGRAMMING ACTION - PRIOR APPROVAL

Unclassified Page3 of 4
Subject: DoD Serial Number:
FY XX-XX PA
Appropriation Title: Appropriation titles with vear designation. Includes Transfer?
Yes or no
Component Serial Number: 1 ts in Th ds af Dollars)
Program Base Reflecting Frogram Previously Reprogramming Action Revised Program
Congressional Action Approved by Sec Del
Line Ttem Quantity Amount Quantity Amount Quantity Amount Quantlty Amount
a b < d © r e h i

e

d. Entries for “Reprogramming Action™ (columns and “g™). Enter the increase (+) or decrease (-) in
quantity (if applicable) and amount of the proposed reprogramming action. The total increases and
decreases must net to zero. Columns “f" and “g™ are not allowed to contain classified quantities or amounts.
Other material, if required, should be classified in order to allow columns “*f” and “*g"” to remain
unclassified.

e. Enitries for “Revised Program™ (columns “h™ and *i”"). Enter the adjusted quantity (if applicable) and the
amount resulting from the proposed increase or decrease to the previously approved program.

f. The “Explanation™ on the 1212 1415 should include sutticient data to justifty the proposed increcase. The
statements should be informative, clearly stated, and straightforward. The purpose of the written
documentation should be to inform the reader; therelore, care must be taken to avoid confusing narratives.
For each increase within the reprogramming, include explanations and justifications that are intended to
serve the same basic purpose as “original budget justification.” Accordingly. concise, accurate, and clearly
stated information should be provided for reviewing officials and the congressional committees as to the
nature, extent, and necessity of the requirements, the costs, and the proposed application of resources to
meet such costs.  All program increases should be described in such a way as to distinguish between price
changes and program scope changes. Statements should be prepared and reviewed on the basis that
classified data will not be included. If classified information is essential to justification of the
reprogramming change. it will be submitted under separate cover.

FY 2015 REPROGRAMMING INCREASE: +10.,000
Research, Development, Test, and Evaluation, Air Force., 15/16

Budget Activity 04: Advanced Component Development and Prototvpes
PE 0603851F ICBM - DEM/V AT, 43,206 43,206 +10,000 53,206

Explanation: Funds are required to support the Rocket Systems Launch Program (RSLP) which converts
surplus ICEBMs into test launch vehicles for suborbital and sounding rocket launches. Funds are required to
move 166 Minuteman Il motors from Pueblo Depot, CO to Camp Navajo Depot. AX. because the Pueblo
Depot is closing, As a resull, proper storage and maintenance of environmental igloos for motor storage is
no longer being maintained or guaranteed. Since the Camp Navajo Depot has been modified and is ready to
accept motors, the motors must be moved to ensure proper storage and maintenance and to avoid
unauthorized location of hazardous Air Force material. This is a base budget requircment.

DD 1415-1 Uncilassified
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Unclassified Paged_of 4
Subject: Do Serial Number:
FY XM-XMN PA
A ppropriation Title: Appropriation titles with year designation. Includes Transfer?
Yes or no
Component Serial Number: (Amounts in Thousands of Dellars)
Frogram Base Reflecting Frogram Pr Y Reprogr ing Action Revised Program
Congressl 1 Actlon Approved by Sec Def
Line Item Quantity Amount Quantity Quantity Amount Quantity Amount
u_ b © d 0 r E h i
FY 2015 REPROGRAMMING DECREASE: -10,000
Missile Procurement. Air Force, 15/17
Budget Activity 03: Modification of Inservice Missiles
MM IIT Modifications 29.344 29344 -10.000 19.344

Explanation: These funds are excess to requirements as a result of the restructure of the Minuteman III
Guidance Replacement Program (GRP). As a result of the restructure. procurement of long lead parts to
support low rate initial production is not required until the second guarter of 2015. The MM III GRDP
Jprogram is adequately and appropriately funded to support a GRP production start in FY 2015, Accordingly,
FY 2015 funds provided to procure long lead parts are available to finance higher priority requirements.

This is base budget funding.

Note: All sources of financing will be clearly and explicitly identified in the DD 1415. A statement
immediately following each proposed decrease in a line item shall include information as to the basis upon
which it has been decided that the line item may be reduced.

Extreme care should be used in identification of sources to ensure that approved increases will be Tully
funded. For purposes of the Omnibus reprogramming action, except in the most unusual circumstances, the
USD(C) will neither request reconsideration of denied increases, nor submit alternate sources for any denied
sources.

DD 1415-1 Unclassified
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DoD Financial Management Regulation Volume 3, Chapter 6, Appendix A
REPROGRAMMING ACTION - INTERNAL
Unclassified Page 1 of 1
Subject: Do Serial Number:
FY XX-XX IR
Appropriation Title: Rescarch, Development, Test, and Evaluation, Navy, 15/16; Includes Transfer?
shipbuilding and Conversion, Navy, 15/19 No
[Component Serial Number: (Amounts in Thousands of Deliars)
Program Base Reflecting Program Previously Reprogramming Actlon Revised Program
Cor ssional Action Amro\'cll by Sec Del
Line Tiem T%I_Ammmt Quantity Amount Quantity Amount Quantity Amount
a b I c d c f o h i

SAMPLFE IR

This reprogramming action is submitted for prior approval because it uses general transfer authority
pursuant to section 8005 of division C of Public Law 113-235_ the Department of Defense (DolD)
Appropriations Act, 2015; and section 1001 of Public Law 113-291, the Carl Levin and Howard P. “Buck™
MecKkeon National Defense Authorization Act for Fiscal Year (FY) 2015, This action transfers Sxxxx
million from Shipbuilding and Conversion, Navy, 15/19, appropriation to the Research, Development,
Test, and Evaluation, Navy, 15/16, appropriation to finance the construction of Littoral Combat Ship (LCS)
1 and L.CS 2 through calendar year 2015. This action reprograms funding in support of higher priority
items, based on unforeseen military requirements, than those for which originally appropriated: and is
determined to be necessary in the national interest. It meets all administrative and legal requirements and
none of the items has been previously denied by the Congress.

FY 20105 REPROGRAMMING INCREASE: TANNNNNN
Research, Development, Test, and Evaluation, Navy, 15/16 . $.9.9.9.9.9.9.1
Budget Activity 04: Advanced Component Development and Prototypes

R-1--PE Number/Title
XNXNNKX NENKNNNKX FANXNXNNNX EKNXXXXXX

Explanation: Funds are required. ...
This is a base budget requirement or This is an OCO budget requirement.

FY 2015 REPROGRAMNMING DECREASE: ~XXXXXX

Shipbuilding and Conversion, Navy, 15/19 SXXXXXX

Budget Activity 02: Other Warships

P-1 Line Item NNXX NXXXX -XXXXX XNXXX

Explanation: Funds are available because ......
This is base budget funding or This is Title IX OCO budget funding.

Approved (Signature and Date)

DD 1415-3 Unclassified
6-28
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Appendix A Part 4 — Report of Programs
DD 1416
UNCLASSIFIED Report of Programs
(In Dollars)
Account: As of:
Budget Activitiy:
A E::c:?aciion Suppls/Rescis Other:
. President's pRrop Adjustments pp. Cancelled, Above Below
Period of (Includes . sions/ .
- BLI# BLI BLI TITLE Budget L Required by . Claims, Threshold | Threshold Net
Availability Distribution of Sequestration
Request . Statute /2 Judgments Reprog Reprog
Congressional 13 14
Adjustmentsi1)
FOOTNOTES:

Period of Availability. The period of ime budgetary resources are available for incurring obligations.

Budget Line ltem Mumber (BLIZ)

Budget Line ltem (BLI)

Budget Line lterm (BLI) Title

President's Budget Request

Enacted Appropriation (Includeds Distribution of Congressional Adjustments M1: Reflects general reductions and congressional directed adjustments in the approg
Adjustments Required by Statute /2: such as the Small Business Innovation Research Program

Supplemental, Rescission, Sequuestration /3 specific reductions to the appropriations as directed in the appropriations act.

Other: Cancelled, Claims, Judgements /4

Above Theshold Reprogramming (ATR). Prior Approval reprogramming request that requires congressional approval

Below Threshold Reprogramming (BTR): finance adjustments to line items that do not require congressional approval; limited by daollar and percentage thresholds
Met Total program amount
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Appendix B — Operation and Maintenance Budget Execution Data
Operation and Maintenance Budget Execution Data
Department of the
(Dellars in Thousands)
Data as of (Decemeber 31/March 31iTune 30/Septetnber 20) (Fizcal Year)
Distribution of
Tnallocated Adpustments | Prior Approval EBelow Threshold Other
President's Budget Congressional Required by Reprogram- |Reprogram-mings| Eeprogram- Current  |Actual Obligations
Appropriation Budget Activity Activity Group Subactivity Group Request Appropriation Adpstments n Starute trings I mings Y Program 3 &
Budget Activity (#) Summary SUBTOTAL SUBTOTAL SUBTOTAL SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL
Budget Activity (#) Summary SUBTOTAL SUBTOTAL SUBTOTAL SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL
Budget Activity (#) Summary SUBTOTAL SUBTOTAL SUBTOTAL SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL | SUBTOTAL
Total Direct Program TOTAL TOTAL TOTAL TOTAL TOTAL TOTAL TOTAL TOTAL TOTAL
Motes

" The "Distribution of Unallocated Congressional Adjustments” column reflects the undistrubuted adjustments from Conference Report xxx-xxx.

% The "Adjustments Required By Statute” column reflects amounts for General Provisions (P.L. yooc-x00¢) and Supplemental Appropriation (P.L. 00¢-300¢).

¥ The "Below Threshold Programmings" column includes intra-Budget Activity fund reprogramming and realignments to meet congressional intent.

* The "Other Reprogrammings” column includes Internal Reprogramming for Counternarcotics, Environmental Restoration, Foreign Currency Fluctuation and others as directed.
5 The "Current Program” column reflects column D of the Operation & Maintenance Appropriation Status by Fiscal Year Program and Subaccounts Report (DD 1002 report) as of (Day) (Month) (Year).
5 The "Actual Obligations" column reflects column E of the Operation & Maintenance Appropriation Status By Fiscal Year Program and Subaccounts Report (DD 1002 report) as of Day Month Year.
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VOLUME 3, CHAPTER 7: “REPROGRAMMING OF MILITARY CONSTRUCTION
AND FAMILY HOUSING APPROPRIATED FUNDS”

SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an * symbol preceding the section, paragraph,
table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated February 2009 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
070307 _Updates_ gmdan_ce fo_r admlnlstrat_lve processing Update
instructions associated with reprogramming actions.
0704 Updates Reprogramming Request Format Update
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CHAPTER 7

REPROGRAMMING OF MILITARY CONSTRUCTION
AND FAMILY HOUSING APPROPRIATED FUNDS

0701 GENERAL

This chapter provides guidance for the preparation of reprogramming proposals for the
appropriation of military construction and family housing funds.

0702 SUBMISSION REQUIREMENTS

The congressional subcommittees concerned with the appropriation and authorization of
military construction and family housing funds have agreed that, in executing approved
programs, some flexibility is required in adjusting approved funding levels to comply with new
conditions and to effectively plan programs to support assigned missions. To facilitate the use of
this authority and to promote continuity with the subcommittees, the Department agrees to seek
approval from the relevant congressional committees. Departmental adjustments or
reprogramming measures may be required for a number of reasons including: responding to
emergencies; restoring or replacing damaged or destroyed facilities; accommodating unexpected
price increases; and implementing specific program provisions provided for by the congressional
committees. While supporting DoD Component mission accomplishments reprogramming
measures are intended to ensure that the use of DoD appropriations complies with congressional
intent.

0703 PROCEDURES
070301. DoD Approvals

Proposed military construction and family housing Reprogramming actions shall be
approved by the OUSD (C). Reprogramming actions shall be submitted to the Office of
Management and Budget for clearance, as required by OMB Circular No. A-11, Section 22.3,
“Clearance of Materials for Congress and the Media”. After OUSD(C) approval, they shall
then be submitted to the appropriate congressional committees for approval or for notification.
Certain Reprogramming actions below threshold may be executed on approval of designated
officials at the DoD Component level (see subparagraph 070302.B.3, below). Generally, the
OUSD(C) shall not approve Reprogramming actions until compliance with the criteria delineated
below has been fully documented by the DoD Components. When the House and Senate Armed
Services Committees are to be notified in accordance with Title 10, United States Code, the DoD
Component shall provide a copy of the signed and dated notification letter to the DoD
Comptroller along with the Reprogramming request. Congressional notification letters in
accordance with Title 10 must be sent to the four defense oversight committees prior to
requesting a Reprogramming action.



http://www.whitehouse.gov/omb/circulars/a11/current_year/s22.pdf
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070302. Determining Reprogramming Actions Requiring Prior Notification and
Approval of Congressional Committees

The following definitions, procedures, and criteria shall apply.

A. Reprogramming Base. The specific dollar amount for any project or effort
that has been jointly approved for appropriation by the Committees on Appropriations. In
instances where a prior approval reprogramming request for a project or effort has been jointly
approved by the Committees on Appropriations, the amount approved becomes the new base for
any future increase or decrease via below threshold reprogramming actions or prior approval
reprogramming requests.

B. When Prior Approval Reprogramming is Required. Prior approval
Reprogramming is required for the following:

1. For any increase exceeding 25 percent of the Reprogramming base
or $2.0 million, whichever is less, to military construction projects, family housing new
construction projects, or family housing improvement projects (exceeding $2.0 million base
value).

2. For any increase exceeding 25 percent or $2.0 million, whichever
is less, to a project or effort whose base has been increased by a previously approved
congressional Reprogramming action.

3. For any increase exceeding 25 percent or $2.0 million, whichever
is less, to a project whose base has been decreased by a previously approved congressional
Reprogramming action.

4, For any increase, regardless of percentage or dollar value, to a
project that has been previously reduced in scope by the Congress in acting on the appropriation
request.

5. For any emergency construction project to be performed under
10 U.S.C. 2803.

6. For any restoration or replacement of damaged or destroyed
facilities to be undertaken with military construction funds under 10 U.S.C. 2854.

7. For any acquisition of interests in land under 10 U.S.C. 2663(d).

8. For any family housing relocation project to be accomplished
under 10 U.S.C. 2827.

9. For any project authorized to be accomplished from savings, unless
specifically exempted from such requirement by the Committees on Appropriations.

7-4
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10. For any Reserve Component major construction project, regardless
of amount, that was not among those justified to and approved by the Congress, or for an
increase to an approved project that exceeds 25 percent of the Reprogramming base, or
$2.0 million, whichever is less.

11.  To increase the amount appropriated for unspecified minor
construction.

12. To increase the amount appropriated for architectural and
engineering services and construction design.

C. When Prior Approval Reprogramming is Not Required. Prior approval
Reprogramming is not required for the following:

1. When none of the criteria listed above, apply to the project or to
the cost increase required.

2. For projects utilizing Environmental Restoration, Defense funds
authorized under 10 U.S.C. 2810.”

3. For projects less than $2.0 million within the Family Housing
Improvements Program.

4. For decreases to a project or effort in response to “general
reductions” imposed by the Congress for savings or other reasons.

5. When a DoD Component takes action to reprogram funds between
or among family housing operations and maintenance accounts. However, the committees shall
be notified within 30 days of any transfer (cumulative within a fiscal year) that exceeds 10
percent of the reprogramming base of the increased account.

6. When the cost increase necessitating a Reprogramming is due
solely to final settlement of a contractor’s claim (Senate Report 100-200).

7. For any project being completed with expired funds. Cost
increases are only allowable for valid upward price adjustments, which exclude any work not in
the scope of the original contract (Senate Report 100-200).

8. For Reserve Component projects when the revised cost does not
exceed $400,000. Reprogramming action may be taken 21 days after the appropriate committees
receive notification and do not object (Senate Report 100-200).

070303. When Reprogrammings Shall Not Be Submitted

Requests for Reprogrammings shall not be submitted by DoD Components when any of
the following conditions exist.
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A. For any project or effort that has not been authorized, with the following
exceptions:

1. Projects constructed under 10 U.S.C., sections 2803, 2854,
2663(d), or 2827.

2. Reserve  Component projects that receive “lump-sum”
authorization.

B. For any project or effort that, for any reason, has been denied specifically
by the Congress, as indicated by report language or by the elimination of funds, unless all
pertinent report language specifically states that a subsequent reprogramming shall be required or
entertained, or when the requirement qualifies as an emergency, as defined in 10 U.S.C. 2803.

C. To initiate programs of major scope or base realignment actions, when
such larger efforts have not been authorized by the Congress.

070304. Split-Year Funding Authority

As provided for by Conference Report 100-912, the committees have agreed to allow
split-year funding for military construction and family housing construction projects. Split-year
funding occurs when a project is financed by funds from more than one program year
(appropriation). Resources made available for split-year funding shall remain in the original
appropriation for fund control and accounting purposes. Projects that have been funded in
phases by the Congress are not considered split-year funded.

070305. Appeals to Congressional Committees

An unfavorable congressional committee decision on a Reprogramming action may be
appealed by the OUSD(C). Any appeal on a Reprogramming action taken after it is submitted to
the congressional committees is subject to the same review and approval procedures as the
original Reprogramming.

070306. Explanatory Statements

Each proposed Reprogramming action shall be fully justified and documented using the
guidance in paragraph 0704, below. The required format should be closely followed to prevent
unnecessary delays in processing.

*070307. Administrative Processing Instructions

A. Reprogrammings normally shall be forwarded monthly to the
Appropriation Committees. If exceptions to this monthly processing schedule are required, such
as year-end Reprogrammings, the DoD Components shall be notified separately. DoD
Component Reprogramming points of contact are responsible for ensuring that all required
documentation has been provided to the OUSD(C), Program and Financial Control (Room
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3C689) and the Military Personnel and Construction Directorate (Room 3C654), Pentagon,
Washington, DC 20301-1100, by the 5th day of the month. If the 5th day falls on a weekend or
holiday, the due date automatically is the next workday. Any actions received after the 5™ day
will be held for the next month’s processing.

B. Urgent Reprogramming requests warranting that action in advance of the
next regular cycle shall be evaluated and processed on a case-by-case basis. However, such out-
of-cycle requests are expected to be extremely rare and in no case shall correctable situations.
Reprogramming requests must be sent by OUSD(C) to the Congress at least one month prior to
the bid expiration date. Components must consider the 5™ day cut-off date when determining
when a request should be forwarded to OUSD(C). Reprogramming requests will not be accepted
if there is insufficient time to review and send to Congress one month prior to the bid expiration
date.

C. All sources should reflect the title, location and amount in the
Authorization Act and be researched to ensure the requests will not be denied.

D. Documentation: MilCon/Family Housing reprogramming action should
be submitted via email to OUSDC (P&FC) by the 5th workday of the month. The email should
include the following:

1. A “.pdf” transmittal memorandum signed by an appropriate DoD
Component official and supported by the proposed reprogramming justification and relevant
supporting material, such as, a certification by the Component’s Comptrollers that fund sources
are available and the Component’s fiscal counsel has reviewed and has no fiscal objection, 10
USC 2853 notifications, and DD Form 1391 (if applicable); and a MS Word justification
document.

2. This transmittal memorandum must state specifically that the
Reprogramming either does or does not require a cost variation notification in accordance with
10 U.S.C. 2853. If the Reprogramming requires a section 2853 notification, a signed and dated
copy of the notification also should be included in the required documentation. This notification
letter must be transmitted to the Congress by the DoD Component prior to submission of the
Reprogramming request to OUSD(C). The Reprogramming shall be provided in the specified
format and 12-pitch typeface and letter-quality format.

3. The top page(s) should be the Reprogramming request
(installation, project, authorization, et al.) (see paragraph 0704, below). Supplementary narrative
information, if required, should be attached next. A DD Form 1391, FY 19XX “Military
Construction Project Data,” is required if committees are seeing this project for the first time.
Generally, this shall be restricted to situations in which the Military Service Secretary is
exercising the emergency provisions of 10 U.S.C. 2803; the DoD Component is citing section
2854 to replace a damaged or destroyed facility; a project is being funded from savings; or a
project has been added by the Congress without the benefit of official records reflecting the
scope of the project involved (i.e., without a DD Form 1391).
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4.Submissions that do not adequately justify the requirement or are
missing documentation will be returned. When Components fail to correct a deficiency within
two business days, the action may be returned and the Component will be required to resubmit
their reprogramming request.
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*0704 REPROGRAMMING REQUEST FORMAT

Bid Expiration Date:
Military Construction or Military Family Housing Construction, (Enter DoD Component)
Reprogramming Request

Installation: Enter installation or base name, and location, consistent with the National Defense
Authorization Act (NDAA).

Project: Enter project or program title consistent with the NDAA, if the project or program is in the funded
program. If not previously authorized, enter the new emergency project title.

Authorization: Reflect the exact title of the NDAA, which includes the fiscal year and public law. If not
previously authorized, reflect the appropriate sections of the Title 10, United States Code Authority for
emergency or replacement projects.

Estimated Cost ($000):

Previously Appropriated
Previously Reprogrammed
Requested Reprogramming
Total Estimated Costs

Description: Give a brief description of the project and requirement, similar to the 1391 project
description. If appropriate, indicate any significant changes to scope.

Justification: Be clear, succinct, and complete in describing the need for the Reprogramming. If
appropriate, summarize the chronology of events leading to the request, such as when the request for the
proposal was announced and when bids were received. Include other relevant information, such as the
contracting strategy and/or type of contract, and impact if funding was not to be made available, as well as
what is driving the increase in cost (such as market conditions, inflation, full prices).

Source of Funds: Explain why the funds are no longer required for the purpose originally appropriated.
With the exception of BRAC, funds may not be "borrowed" from a project temporarily, with the intention of
later restoring a portion of the amount reprogrammed.

Current
Location Amount Working Proposed
& Appropriated Estimate Reprogramming
Project* Fiscal Year ($000)** ($000) ($000)

Use Tabs to ensure that all words and numbers are properly aligned.
*Project title and location as stated in the NDAA.
**Amount as reflected in the Appropriation Act.
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VOLUME 3, CHAPTER 8: “STANDARDS FOR RECORDING AND REVIEWING
COMMITMENTS AND OBLIGATIONS”

SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an asterisk (*) symbol preceding the section,
paragraph, table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated September, 2009 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE

The Deputy Chief Financial Officer’s policy memorandum,
“Accounting Policy Update for Triannual Review of
Obligations and Unfilled Orders,” dated February 28, 2013
was incorporated into the chapter and cancelled.

Policy Memo Cancellation

Revised format to be consistent with the Department of
Defense (DoD) Financial Management Regulation (FMR)
Revision Standard Operating Procedures (SOP) dated June
2015.

All Revision

Revised the purpose paragraph to include the Triannual
080101 Review of commitments, obligations, accounts payable, Revision
unfilled customer orders and accounts receivable.

Added an Authoritative Guidance paragraph in accordance

with the DoD FMR Revision SOP dated June 2015. Addition

080102

Added requirement that commitments must cite a Standard
Line of Accounts (SLOA) and use transactions outlined in
United States Standard General Ledger Standard Financial
Information Structure (SFIS) Transaction Library.

080203 Addition

Added paragraph to require a pre-award funds validation

between the contract writing and accounting systems. Addition

080204

Defined actions that would incur obligations per Office of

Management and Budget Circular A-11 Section 20.5. Addition

080301

Added reference to requirement that obligations may be
recorded only when supported by documented evidence.
080302 Added references and hyperlinks to relevant United States Addition
Code, Defense Federal Acquisition Regulation Supplement
and Federal Acquisition Regulation.
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PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
Added requirement that obligations must cite a SLOA and .
080303.A utilize transactions resident in the SFIS Transaction Library. Addition
080304 Added requirement to provide contract obligating Addition
documents electronically.
080304.B.2 Revised description of non-severable contracts. Revision
Added training authorized by Title 10 United States Code .
080304.8.3.b Section 2249c for the training of foreign officials. Addition
0804 Added_ gmdant_:e_for o_bllgatlon_s of Judgment Funds,' o Addition
including administrative oversight roles and responsibilities.
Added requirement to determine if transaction made in
080613 foreign currencies may cause potential Antideficiency Act Addition
violations due to fluctuations in exchange rates.
Added language to address situations where contract awards
081303.D are determined to be invalid as a result of a bid protest and Addition
the contract is terminated for convenience.
081311 De!eted paragraph on s_lmultaneoys undelivered orders and Deletion
delivered order obligations, unpaid.
Revised requirements for documentation and notification .
0814 . . " Revision
for recording previously unrecorded obligations.
Added requirement for Defense Finance and Accounting
Service (DFAS) to notify the Funds Holder of any .
081403.C obligations recorded by DFAS and for the Funds Holder to Addition
approve those obligations.
081403.D Added Iangugge to |_dent|fy the problems created by over- or Addition
under-recording obligated amounts.
081404 Added requirement to use expired funding for obligations Addition
incurred in prior periods.
Added description of internal control responsibilities of .
0815 Funds Holders and Department Level Management. Addition
Added requirement to segregate the duty of recording
081504 obligations and from all other entitlement transaction Addition
recording duties.
Revised policies and procedures, process timeline,
documentation requirements, internal control
0816 responsibilities, and deobligation procedures concerning the Revision

Triannual Review of commitments, obligations, unfilled
customer orders, and accounts receivable. (Formerly
Section 0804)
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CHAPTER 8

STANDARDS FOR RECORDING AND REVIEWING COMMITMENTS AND
OBLIGATIONS

0801 GENERAL
*080101. Purpose

This chapter sets forth the basis for determining the amount and accounting period in
which commitments and obligations must be recorded under various circumstances.
Departmental standards for recording transactions in the execution level budgetary accounts are
in Chapter 15. This chapter also provides guidelines for the Triannual Review of commitments,
obligations, accounts payable, unfilled customer orders and accounts receivable. Priorities for
researching and correcting disbursement transactions are in Chapter 11.

*080102. Authoritative Guidance

This chapter is based on regulatory and statutory requirements cited throughout the
chapter.  The primary regulatory source is the Office of Management and Budget
(OMB) Circular A-11. The primary statutory sources include Titles 10 and 31 of the United
States Code, and the Code of Federal Regulation (CFR) Title 48, Chapter 1 “Federal Acquisition
Regulation” (EAR).

0802 COMMITMENTS
080201. Definition

The term “commitment” is defined in Chapter 15. The amount to be recorded as a
commitment is the estimated procurement cost set forth in the commitment document. The date
the commitment document is signed by an authorized official determines the accounting period
in which the commitment is to be recorded in the general ledger. Officials may commit funds
only to acquire goods, supplies, and services that meet the bona fide needs of the period for
which Congress appropriated funds, or to replace stock used during that period. See
subparagraph 080304.A for further bona fide need concepts that apply to commitments.

*080202. Recording of Commitments
All business events and financial events resulting in a commitment must cite a Standard
Line of Accounting (SLOA) in accordance with Volume 1, Chapter 4, and must be recorded in

the general ledger in accounting with the United States Standard General Ledger (USSGL)
Standard Financial Information Structure (SEIS) Transaction Library in VVolume 1, Chapter 7.
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080203. Special Provisions for Determining the Amounts of Commitments

A. Contingent Liabilities Remaining under Outstanding Contracts. There are
contingent liabilities for price or quantity increases or other variables that cannot be recorded as
valid obligations in the cases of:

1. Outstanding fixed price contracts containing escalation, price
redetermination, or incentive clauses;

2. Contracts authorizing variations in quantities to be delivered; and

3. Contracts where allowable interest may become payable by the
United States (U.S.) Government on contractor claims supported by written appeals pursuant to
the “Disputes” clause contained in the contract (see subparagraph 080402.D).

B. Recording Contingent Liabilities Remaining under Outstanding Contracts.
Amounts to cover these contingent liabilities should be carried as outstanding commitments
pending determination of actual obligations. The amounts of such contingent liabilities,
however, need not be recorded at the maximum or ceiling prices under the contracts. Rather,
amounts should be committed that are estimated conservatively to be sufficient to cover the
additional obligations that probably will materialize, based upon judgment and experience. In
determining the amount to be committed, allowances may be made for the possibility of
downward price revisions and quantity under runs. Each contingent liability, as referenced in
Statement of Federal Financial Accounting Standards (SEFAS) 5, “Accounting for Liabilities of
the Federal Government,” paragraphs 38 and 39, must be supported by sufficient detail to
support an audit.

C. Letter Contracts and Letters of Intent. When accepted, a letter contract or
letter of intent must be recorded as an obligation, but only in the amount of the maximum
liability stated. The maximum liability amount may be required by other regulations to be
limited to the costs that the contractor may incur pending execution of a definitive contract. In
that case, the estimated amount of the definitive contract, over and above the obligation recorded
under the letter contract or letter of intent, must be carried as an outstanding commitment,
pending execution of the definitive contract. If the letter stipulates that awarding of the
definitive contract is dependent upon a congressional appropriation, then no funds are available
to commit and no commitment may be recorded.

D. Open End Contacts and Option Agreements. An authorization to incur an
obligation under an open end contract or option agreement (when neither the items nor quantities
are specified, but are to be the subject of subsequent orders) must be recorded as a commitment
only when the amount estimated is reasonably firm. The existence of a specific dollar amount in
the procurement directive or request does not make the dollar amount reasonably firm. Rather,
the required quantities and the quality specification must have been determined by competent
authorized personnel so that reasonable prices may be estimated. An example is a planning
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estimate for spare parts. While it is known that an initial complement of spare parts will be
acquired, the specification and quantity still must be determined. Experienced personnel can
estimate an amount useful in planning, but this amount is not reasonably firm. The amount is
recordable as a memorandum “initiation” (see Chapter 15), but not as a commitment.

E. Contract Amendments or Engineering Changes. An authorization to
execute engineering change orders during the course of performance of a contract may be
recorded as a commitment upon the basis of a stated cost limitation even though the scope and
amount of such changes are not yet defined and require specific approval of the person
authorizing the procurement (or another designee) before the execution of the change orders. In
such circumstances, however, it may be necessary to revise the authorization (and the recorded
commitment) in light of subsequent events, including change orders actually placed.

F. Intragovernmental Requisitions and  Orders. Intragovernmental
requisitions and orders (such as the Department of Defense (DD) Form 448, Military
Interdepartmental Purchase Request (MIPR), must be considered as commitments until validly
obligated under the guidelines in section 0808.

G. Multiyear Contracts. Contingent liabilities for multiyear contracts that
provide for cancellation charges, when it is necessary for the government to cancel the contract
for reasons other than contractor liability, are not recorded as commitments. Any such
cancellation charge must be recorded as an obligation when it becomes necessary to cancel the
contract and the contractor is so notified.

H. Commercial Purchase Cards. Commitments must be established in
advance in amounts no less than the periodic purchase limits authorized for commercial purchase
cards. Commitments are used by an activity to ensure positive funds control and limit
expenditures to funds available for the purchase card program. Separate commitments must be
established when the line of accounting is different. Advance reservations of funds are used in
conjunction with purchases made using purchase cards. Advance reservations of funds are
established by the resource manager (or equivalent), in conjunction with the assigned Purchase
Card Program agency program coordinator and must be considered when setting office and
cardholder purchase limits. The use of advance reservations of funds will ensure positive funds
control precluding expenditures from exceeding obligations. Refer to OMB Circular A-123
Appendix B and the Department of Defense (DoD) Government Charge Card Guidebook for
additional guidance on purchase cards.

I Imprest Funds. Imprest funds must be recorded as a commitment before
funds are advanced to the imprest fund cashier.

*080204. Validating Commitments
When drafting contracts, procurement officials may modify the description of
deliverable goods and services or contract line item structure used on a funded purchase request.

However, if these changes are substantial, there is a risk that the goods and services procured
under the contract no longer align with the purpose for which funds were committed and
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certified by the Authorizing Official as available and suitable for the purpose set forth in the
purchase request’s information. To mitigate this risk, Authorizing Officials shall conduct an
automated pre-award validation with the contract issuing organization. This check shall validate
that committed funds remain available and suitable for the draft award’s intended purpose. This
check shall also ensure that the data in the accounting and procurement systems are sufficiently
aligned so as to facilitate line item traceability between commitments and obligations and to
facilitate payment. This transaction shall be performed via the Global Exchange system using
system agnostic data standards.

0803 OBLIGATIONS
*080301. Definition

An obligation is a legally binding agreement or action that will result in outlays,
immediately or in the future. When authorized agency personnel place an order, sign a contract,
award a grant, purchase a service, or take other actions that require the Government to make
payments to the public or from one Government account to another, the agency incurs and
obligation. It is a violation of the Antideficiency Act (Title 31, United States Code (U.S.C.),
section 1341(a) (31 _U.S.C. 8§ 1341(a)) to involve the Federal Government in a contract or
obligation for payment of money before an appropriation is made, unless authorized by law.
Funds that are not legally obligated before their period of availability expires are no longer
available for new obligations. The period of availability applies to the obligation of funds, not
the liquidation of the obligation by disbursement of payment (expenditure). Chapter 10
prescribes policy related to adjustments to obligations or expenditures chargeable to expired and
cancelled accounts. Provisions of Chapter 15 and Volume 14, Chapter 1 require that funds be
allotted to DoD Component activities before the activities incur obligations. Also, obligations
may not be made in excess of apportionments or formal subdivisions of funds. The recording of
obligations related to unmatched disbursements and negative unliquidated obligations is
specified in Chapter 11. Unless otherwise specified, primary responsibility for recording
obligations remains with the DoD Components. The guidance for recording obligations by the
accounting office, when it does not have the primary responsibility for such recording, is
contained section 0814.

*080302. Obligation Responsibilities

31 U.S.C. § 1501, “Documentary Evidence Requirement for Government Obligations,”
directs that amounts shall be recorded as obligations only when supported by documented
evidence. The office that incurs an obligation shall provide, within six calendar days of the date
the obligation is incurred, a copy of the obligating document(s), via electronic mail, fax, or other
documented means, to the office responsible for recording the obligation. The office that is
responsible for recording the obligation shall record the obligation in the official accounting
records within 3 calendar days of receipt of such documentation, information, or data. Timely
and accurate recording of obligations facilitates the disbursing officer’s (DO) ability to verify
fund availability before authorizing a payment (a process called prevalidation) and,
consequently, promptly pay the associated invoice.
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080303. Recording Obligations

* A. All business events and financial events resulting in an obligation must
cite a SLOA in accordance with Volume 1, Chapter 4, and must be recorded in the general ledger
in accounting with the SFIS Transaction Library in Volume 1, Chapter 7.

B. When recording obligations under this section, utilize the following
principles:

1. Documented Evidence. An amount must be recorded as an
obligation only when supported by documentary evidence of the transaction. A verbal order or
agreement must be reduced to writing before the obligation may be recorded. When the amount
is not known or cannot be ascertained feasibly at the time that it is to be recorded, the best
estimate must be used. The best estimate should be documented to include the relevant inputs,
assumptions and calculations. Evidence of the analysis must be retained to support the
transaction in accordance with Volume 1, Chapter 9.

2. Ten Day Rule. Obligations must be recorded in the official
accounting records at the time a legal obligation is incurred, i.e., contract is let. In no instance
must obligations be recorded any later than ten calendar days following the day that an
obligation is incurred (to include obligations incurred when invoices are overpaid or duplicate
payments are made). Notwithstanding the ten day rule, all obligations (per fund citation or
accounting line on the obligation document) must be recorded and included in the official
accounting records in the same month in which the obligation is incurred. If an obligation is not
recorded within the specified timeframe, the guidance in section 0814 must be followed.

*080304. Recording Contract Obligations

The office that generates an obligating document, in the form of a contract award,
order, or modification, must provide official evidence of the obligating documents, and other
supporting documents, via electronic format as defined in the Defense Federal Acquisition
Regulation Supplement (DEARS) and Procedures, Guidance, and Information (PGI) 204.201
and in accordance with the SFIS data elements required in VVolume 1, Chapter 4, to the office
responsible for recording the obligation. The office that is responsible for recording the
obligation shall receive the data electronically, in the same formats identified in DFARS,
PGI 204.201, and in accordance with the SFIS data elements required in Volume 1, Chapter 4
and the posting logic requirements in Volume 1, Chapter 7. If this transaction fails to take place
automatically, the accounting records shall be updated manually, based on the official obligating
document in the Electronic Document Access System, within three business days. If the contract
contains errors, omissions or deficiencies that prevent posting a Contract Deficiency Report
should be created to document the deficiency and request corrective action in accordance with
DFARS, PGI 204.270-2.

A Contracts or Orders for Goods, Supplies, or Services to Meet Bona Fide
Need. DoD Components must determine that the goods, supplies, or services required under
contracts entered into, or orders placed obligating an annual or multiple year appropriation, are
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intended to meet a bona fide need of the period for which funds were appropriated. Such
determinations must consider estimated current consumption; the requirements that may be
foreseen for future years based upon the procurement lead time; authorized stock levels; and
authorized mobilization reserves. If, however, a provision of law makes such appropriations
available for payments under contracts for specified services for periods beyond the period for
which the appropriation otherwise is available, the contract for such services extending into the
ensuing period (e.g., fiscal year) may be charged to the appropriation current at the time that the
contract is signed. Obligate funds for each option period after funds become available.
Obligations must be consistent with all normal limitations on the obligation of appropriated
funds, e.g., bona fide needs rule, period of availability, and type of funds.

1. Execution Requirements Under Contracts or Orders. Contracts
entered into or orders placed for goods, supplies, or services must be executed only with bona
fide intent that the contractor (or other performing activity) must commence work and perform
the contract without unnecessary delay.

2. Execution of Standard Commercial Items. For standard
commercial items readily available from other sources, the bona fide needs rule cannot be
satisfied based on the delivery, production or manufacturing lead time exception to the bona fide
needs rule if the materials were obtainable by another source before funds expired. See
Volume 11A, Chapter 2 and Volume 11A, Chapter 18.

3. Delivery Withhold. If the contractor is directed to withhold
delivery until after the lead time, then there is not a bona fide need for the item in the current
fiscal year and funds for the next fiscal year must be used.

B. Service Contracts.  Service contracts may be either severable or
non-severable. Services are generally chargeable to the appropriation current at the time the
services are rendered. The contract is thereby, established in a manner that defines the
contractors level of responsibility to provide a specified level of effort for a stated period. The
determination to charge the appropriation current on the date the contract is let, or to charge the
funds current at the time services are rendered, depends upon whether the services are
“severable” or “entire.” A contract which is considered entire is charged to the fiscal year
current when it was let, even though performance may extend into the next fiscal year. Service
contracts that are considered severable must be charged to the fiscal year in which the services
are rendered and may not cross fiscal years, absent statutory authority. There is no precise
formula or rule that determines whether a contract is severable or entire. Each case must be
determined by the terms and circumstances involved. Non-severable services may occur at a
contract line item level as defined in DFARS 204.7101.

1. Severable Services. A contract is severable when the related
services are continuing and recurring in nature and the scope of the work to be performed is
defined in the general terms of the contract. Service contracts can be for either a single
undertaking or end item (entire) or for performance with compensation fixed in proportion to the
amount of service performed. Absent statutory authority, the term of a severable service contract
that is funded by annual appropriations will not extend beyond the end of the fiscal year current
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at the time the contract is awarded except when authorized by law. Option years are treated as
new contracts therefore, when the severable service contract has renewal options, obligate funds
for the basic period and any penalty charges for failure to exercise options. Refer to
10 U.S.C. 8 2410a for statutory authority permitting full obligation of severable service contracts
that begin in one fiscal year and end in the next, provided the contract period does not exceed
one year. The contract period for performance of severable services must begin during the
fund’s period of availability and may not exceed the fund’s period of availability, absent
statutory authority.

* 2. Non-Severable Services. A service contract is non-severable or
entire if performance of the service results in a single or unified outcome, product, or report that
cannot be subdivided. The performance period of a fixed price non-severable services contract
may cross fiscal years, but must be fully funded in the initial fiscal year unless contract funding
requirements exists set forth at DEARS 232.703-1(1)(ii). Unless the period of performance is
entirely within a single fiscal year or within the charged account’s period of availability if funded
using a multiyear appropriation, non-severable services contracts may not be funded on an
incremental basis unless Congress has authorized incremental funding. These type contracts
must be funded entirely with appropriations available for new obligations at the time the contract
is awarded or options exercised.

3. Training Contracts

a. Single Training Courses Not Covered by Statute. Unless
covered by statute, training contracts for single training courses are considered a single
undertaking (entire). Record the obligation at the time the contract is executed for the full
amount of the contract. In general, the training represents a single undertaking where benefit of
the training is received when the employee has completed the training in full. Training contracts
must be obligated in full within the fiscal year that funding is current at the time the contract is
executed even though the course extends into the next fiscal year. Training courses that begin on
or after October 1 may constitute a bona fide need of the prior year if the need for training is an
immediate need in the prior year and if the commencement of the course in the next fiscal year is
beyond the agency’s control. The time between award of the contract for the training and
performance of the training should not be excessive.

* b. Bona Fide Needs Rule Exception for Special Training
Courses Covered by Statute. Under 10 U.S.C. § 2249c, DoD appropriated funds may be used to
pay costs associated with the education and training of foreign military officers, ministry of
defense officials, or security officials at military or civilian educational institutions, regional
centers, conferences, seminars, or other training programs conducted under the Regional Defense
Combating Terrorism Fellowship Program (CTFP). Appropriated funds available for training
under the CTFP may be obligated for education and training programs that begin in one fiscal
year but end in the next fiscal year. Provided that obligations are incurred before an annual
appropriation expires, individual severable elements of a particular CTPF program may
commence in the next fiscal year. Thus, for a particular a particular CTPF program that already
is underway, expiring funds may be obligated in September for tuition for a course that will not
commence until January.
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080305. Recording Maintenance and Repair Projects Obligations

Current fiscal year appropriations may be obligated for those maintenance and repair
contracts awarded near the end of the fiscal year, even though contractor performance may not
begin until the following fiscal year. The contract must satisfy a bona fide need that exists in the
fiscal year of the appropriation to be charged. In addition, contracts awarded near the end of the
fiscal year must contain a specific requirement that work begin before January 1 of the following
calendar year. Guidelines for the administrative contracting officer to use in determining the
commencement of work are as follows:

A. Physical Onsite Evidence. A visual inspection of the work site discloses
significant work has been accomplished, or contractor employees actually are engaged in work
performance, (no further verification is necessary).

B. Documentary Evidence. If physical onsite evidence of performance does
not exist, and to prevent unwarranted default proceedings, the contractor may be requested to
produce documentary evidence that cost has been incurred or material has been ordered to allow
performance of the contract.

C. Contractor Default. In the event of contractor default and termination for
default of the contract, the appropriation charged for the original contract remains available for
obligation for a “replacement” contract if certain conditions exist.

1. The contract must satisfy the following general criteria to be
considered a replacement contract, as opposed to a new contract:

a. The replacement contract must be made without undue
delay after termination of the original contract.

b. Its purpose must be to fulfill a bona fide need that has
continued from the original contract.

C. The replacement contract must be awarded on the same
basis and be substantially similar to the original contract in its scope and size.

2. Reprocurement or completion costs, liquidated damages, and
performance bond money recovered from the contractor as refunds may also be retained and
applied to the replacement contract’s specific appropriation. Amounts recovered that exceed the
actual costs of the replacement contract must be deposited as miscellaneous receipts. See
Chapter 10 for policy guidance concerning obligation of expired funds for replacement contracts
and obligation adjustments for contract changes.
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080306. Determining Scope of Work Changes

A. Responsibilities for Making Determinations. The contracting officer is
primarily responsible for determining whether a change is within the scope of a contract. In
making such a determination, the contracting officer must be guided by appropriate provisions of
the FAR, the DFARS, legal principles applicable to scope changes, and the provisions of this
Regulation. In cases where no clear cut determination can be made by the contracting officer,
the cognizant counsel must provide appropriate guidance and determinations concerning the
scope of a contract.

B. Standards for Making Determinations. Statutes and DoD policies for the use
of appropriations limit the period of availability to fund new obligations. Unobligated balances,
however, which have expired for the purpose of new obligations, are available to fund within
scope cost growth or increases in costs arising from claims arising out of the original obligation.
This paragraph sets standards for determining if cost growth or a price increase is within scope.
The baseline scope of a contract is all work that is contracted for prior to the expiration of funds.
This includes changes incorporated by modification, provided that they are within the scope of
the contract.

C. Increases in Quantities. Changes in the quantity of the major items called
for by a contract generally are not authorized under the “Changes” clause. Therefore, a change
that increases the number of end items ordered on a contract is a change in the scope of the
contract and would have to be funded from funds available at the time the change is made. For
example, if the original contract provided for delivery of 50 items and a modification was issued
to provide for the delivery of 70 items, the additional 20 items would represent a change in the
scope of the contract. Thereafter, cost growth, or claims arising out of the delivery of the first 50
items, would be funded from the appropriation available at the time of the order of those items,
and those arising out of the additional 20 items would be funded from the appropriation charged
for those items. The foregoing applies in general; however, changes in the quantity of subsidiary
items under a contract, such as spare parts, generally are considered to be within the scope of a
contract unless they are so significant that they alter the basic contractual undertaking.

D. Increases in Required Levels of Service Performance. Any modification
of a service contract that changes its scope by requiring additional deliverable services is a
change in the scope of the contract. Such changes must be funded by appropriations available at
the time that the change is made. For example, modification of a contract for accounting and
audit services to a government agency is made to add a requirement for onsite technical
assistance and training to grantees of the agency on financial management systems. Such a
modification would be beyond the scope of the original contract, and would have to be funded
from funds available at the time the additional requirement was added to the original contract.
See Chapter 10 for additional policy for determining whether a contract modification involves a
change in scope that must be recorded as a new obligation for additional work, or is a within
scope contract change as covered by 31 U.S.C. § 1553 that is recordable as an adjustment to the
original obligation. An increase in the number of people needed to complete the original
contract, or to their level of expertise, would be a within scope cost growth change that could be
funded as part of the original contract.
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1. A modification of a contract to provide research and development
for a new weapons system that is designed to meet a specified area of threat, and reach given
levels of performance could be beyond the scope of the original contract. If, however, the
“Changes” clause specifically authorizes unilateral changes within the scope of the contract
(e.q., in specifications, drawings, and designs pertaining to the contract), then, the mere fact that
there may be a change in the specifications regarding levels of performance or specifications
regarding threats does not, thereby, automatically result in a change in scope. An increase in the
number of people assigned to the project, or increased costs due to travel increases would be cost
growth that would be within scope and could be funded as part of the original contract.

2. A modification of a cost type level of effort contract for a
specified number of hours to be worked by personnel with a specific level of experience and
training which calls for a change in the specified number of hours to be worked or the level of
experience and training could be a change in the scope of the original contract. An increase,
however, in direct or indirect rates under the contract would be cost growth that would be within
scope and could be funded as part of the original contract.

E. Claims. Claims arising out of an original undertaking, or resulting from a
within scope change, would be funded from the appropriation available at the time of the original
undertaking. Claims arising out of a change in scope to the original contract would be funded
from the appropriation available and charged for the change in scope.

080307. Due Diligence

Funds holders are responsible for ensuring that funds appropriated or allotted to them are
used consistently with the intent for which the funds were provided. Fundamental to being a
Funds Holder is practicing sound fiscal management that complies with OMB and the DoD
Financial Management Regulation (FMR) requirements. Funds holders should exercise due
diligence in committing, obligating, decommitting, and deobligating funds appropriated by
Congress for the DoD mission. Attaining due diligence is contingent on the effective integration
and synchronization of the mission stakeholders including Funds Holders, accounting, program
management, and acquisition/logistics into a collaborative effort. Due diligence consists of
implementing prescribed business practices and oversight of the documents for which they are
responsible. Due diligence is the development and maintenance of documentation that includes
contract, invoice, disbursement, task monitor notes, correspondence, and all supporting
information available to determine compliance with the provisions. The following is a checklist
to follow for due diligence compliance:

A. Internal control systems are adequate.

B. Information is reliable and valid.

C. Applicable laws, regulations, and policies are followed.

D. Resources are safeguarded and managed economically and

efficiently.
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E. Desired program results are achieved.
F. Operations are effective and efficient.
G. Funds Holders, contracting officers and program managers should

collaborate in reviewing commitments and obligations to determine if they are still valid, if
goods and services are outstanding and if the funding level is sufficient to support the bona fide
need. Refer to section 0816 for the Triannual Review requirements.

*0804 RECORDING JUDGMENT FUND OBLIGATIONS
080401. Legal Authority

The Judgment Fund is available for court judgments and Justice Department compromise
settlements of actual or imminent litigation against the government. Judgment Fund awards and
settlement may be funded on a non-reimbursable basis for various types of litigation identified in
31 U.S.C. § 1304, “Judgments, Awards, and Compromise Settlements.” Section 1304 and the
Contract Disputes Act of 1978, at 41 U.S.C. § 7108, “Payment of Claims,” provide that awards
and settlements involving appropriated fund contracts are payable from the Judgment Fund,
subject to reimbursement from agency appropriations. The Fund also is available for awards and
settlements involving discriminatory conduct by an Agency (e.g., a DoD Component) under
statutes identified in the Notification and Federal Employee Antidiscrimination and Retaliation
Act of 2002,” commonly known as the “No FEAR Act,” 5 U.S.C. § 2301, Note.

080402. Reimbursement of Contract Dispute Act Judgments

Under 31 U.S.C. § 1304, and 41 U.S.C. 8§ 7108, litigation and settlements subject to the
Contract Dispute Act (CDA) of 1978 are paid promptly by the U.S. Department of the Treasury
(Treasury) from the permanent, Judgment appropriation “Judgment Fund.” After such payment,
the DoD Component is required to reimburse the Judgment Fund.

A. The affected DoD Components first must determine what appropriation(s)
originally funded the portion of the contract that led to the claim and subsequent judgment.

B. Second, the Judgment Fund must be reimbursed with funds available for
the same purpose that was current at the time of the judgment provided by 41 U.S.C. § 7108.
Expired appropriations that were current at the time of the judgment should be used to reimburse
the Judgment Fund. If insufficient unobligated balances exist in the expired appropriation or the
account has closed, use authority of 31 U.S.C. 8§ 1553 to charge the current appropriation
available for the same purpose or obtain a special supplemental appropriation from Congress. If
more than one appropriation is involved in the monetary judgment, then the reimbursement is
prorated against those appropriations. Any proration between or among appropriations must be
based on the nature of the claim and the basis of the monetary judgment in the particular case.
Record obligations against current funds at the time the awards are made by the deciding official
or by the court. See Chapter 10 for requirements, restrictions, and limitations related to recording
amounts against expired and closed accounts.
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C. Within 15 business days after paid claim confirmation, the Treasury
Judgment Fund Branch sends a letter to the responsible DoD Components point of contact
requesting reimbursement. Within 30 days of receipt of notice for reimbursement, the
responsible DoD Component must repay Treasury Bureau of Fiscal Service (BFS) or contact
BFS to make payment arrangements. Should the impacted DoD Component fail to respond
within 60 business days of the first demand letter and second demand letters, BFS will send a
letter to the Office of the Under Secretary of Defense(Comptroller)/Chief Financial Officer
(OUSD(C)/CFO). The letter is sent quarterly to the OUSD(C)/CFO along with a statement
summarizing the outstanding CDA amounts due to the Treasury. Component quarterly balances
are posted at the following website:
http://www.treasurydirect.qov/govt/reports/tma/contractdisputes.html.

D. Reimbursement to the Department of the Treasury is not an antecedent
liability of the original contract. Therefore, reimbursements must not be charged back to the
original fiscal year appropriation that funded the contract, unless the original appropriation was
still current at the time of the judgment. Further, the existence of the legal requirement to
reimburse the Judgment Fund does not give rise to a violation of the Antideficiency Act. See
Volume 14, Chapter 2 for detailed policy on violations of the Antideficiency Act

E. In all official accounting and reporting systems, a separate and unique
Sub-Activity Group (SAG) or P-1/R-1 designator must be assigned for the recording and
reporting of such reimbursements. This SAG or P-1/R-1 designator must be identified as a
separate line on the Appropriation Status by Fiscal Year Program and Subaccounts
(DD Comp (M) 1002). This new line of accounting is to be called “Judgment Fund
Reimbursement.” Funds must be reprogrammed into this new line from existing allotted funds
within the appropriation. These reprogrammed funds are not subject to normal reprogramming
rules with respect to the increase, but must conform to reprogramming guidance governing
delegated authority for program reductions.

F. Upon identification of funds to be charged and completion of any
reprogramming actions, the documented package must be forwarded to the Defense Finance and
Accounting Service (DFAS) site that has accounting responsibility for the designated fund
accounts to process the payment. Ordinarily, a miscellaneous obligation document must be used
to obligate the designated fund accounts. If, however, programming actions have reserved funds,
the DFAS may be authorized to process the payment as an obligate-expend transaction. The
DFAS can process the transfer of funds for the payment to the Treasury’s Judgment Fund, using
the Intragovernmental Payment and Collection (IPAC) system.

G. Approval authority is required from the cognizant Assistant Secretary of

the Military Department (Financial Management and Comptroller) or Defense Agency
Comptroller for all Judgment Fund Reimbursements to the Treasury in excess of $1,000,000.00.
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080403. Reimbursement of No FEAR ACT Judgments

As provided for in 5 CFR 724, Subpart A, DoD Components must reimburse the
Judgment Fund for all judgments resulting from antidiscrimination and No FEAR claims covered
under authority of 5 U.S.C. § 2301, note. Reimbursements under the No FEAR Act include
reimbursements for payments of judgments, awards, or settlements with respect to discrimination
and whistleblower protection cases.

A In processing No FEAR Act judgments, within 15 business days after the
Treasury makes a payment from the Judgment Fund, it will issue a written notification
(electronically or by other means) concurrently to the USD(C), CFO and/or Deputy CFO, the
responsible DoD Component’s reimbursement point of contact, and the DoD Component’s Chief
Counsel, with copy of the demand notice provided to DFAS.

B. Upon receiving a Judgment Fund notice from BFS, the responsible DoD
Component must reimburse the Judgment Fund within 45 business days using the appropriation,
fund, or other account available for operating expenses of the DoD Component to which the
No Fear Act judgment or discriminatory matter stemmed. If payment cannot be made within 45
business days, the DoD Component must contact the BFS directly to make arrangements for
payment for the Judgment Fund.

C. The DoD Component’s quarterly balances are posted at the following
website:  http://www.treasurydirect.gov/govt/reports/tma/nofear.htm. If a DoD Component
fails to reimburse the Judgment Fund within the required 45 day period or establish a payment
plan with BFS, a posting will be made annually by BFS to its public website denoting the DoD
Components that are delinquent.

080404. Administrative Oversight Roles and Responsibilities for Judgment Fund

A. The Office of the Under Secretary of Defense Comptroller, Program and
Budget (PB) must:

1. Coordinate and resolve any issues that arise regarding DoD
Components ability to identify funding sources to reimburse Judgment Fund. This may require,
but is not limited to, assisting DoD Components in identifying available appropriations and/or
unobligated balances available to reimburse the Judgment Fund when necessary, advising on
availability of current or expired funds for such reimbursements, or coordinating actions to
facilitate initiation of reprogramming requests.

2. Coordinate judgment fund actions (as needed) with the DoD Office

of General Counsel (Fiscal) to obtain legal advice concerning matters related to the Judgment
Fund.
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B. DFAS must:

1. Provide DoD-wide oversight and guidance on the accounting and
reporting processes related to the Judgment Fund to include reporting and responding to accounts
payable issues related to outstanding Judgment Fund liabilities payable, as needed.

2. Prepare accounts payable reports or other schedules denoting
outstanding Judgment Fund balances and/or delinquencies and convey these balances to DoD
Components (Customers).

3. Reconcile, consolidate, and accurately report financial statement
data on Judgment Fund liabilities in the DoD/Agency-wide financial statements and respond to
general inquiries relative to Judgment Fund liabilities reported.

4, Write consolidated notes supporting financial statements to include
documenting and/or reporting of Judgment Fund liabilities and ensure that these notes are
accurately presented in the Agency Financial Report.

0805 RECORDING COMMERCIAL PURCHASE CARD OBLIGATIONS

Record obligations for Commercial Purchase Cards in the amounts placed for orders for
goods or services.

0806 RECORDING OBLIGATIONS FOR PROCUREMENT CONTRACTS AND ORDERS
080601. Firm Fixed Price Contract

When the contract is executed, an obligation must be recorded for the total amount stated
in the contract.

080602. Fixed Price Contract with an Escalation, Price Redetermination, or an
Incentive Provision

When the contract is awarded, an obligation must be recorded for the amount of the target
or billing price stated in the contract, even though the contract may contain a ceiling price in a
larger amount. Subsequently, a target or billing price should be adjusted (upward or downward)
to a “best cost estimate” whenever it is determined that, and documentary evidence supports, the
actual cost of the contract will differ materially from the original target or ceiling price stated in
the contract.

080603. Cost Reimbursement and Time and Material Contracts
Cost reimbursement and time and material contracts include: cost, cost sharing, cost plus
fixed fee, cost plus incentive fee, cost plus award fee, time and material, and labor hour

contracts. When the contract is executed, an obligation must be recorded. The amount of the
obligation is the total estimated payment provided by the contract’s funded ceiling, including the
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fixed fee in the case of a cost plus fixed fee contract, the target fee in the case of a cost plus
incentive fee contract, or the base fee in the case of a cost plus award fee contract. The amount
recorded must be increased or decreased by amounts provided by contract amendments, or a
unilateral revision of an award fee estimate made by the contracting office. Any fee awarded in
excess of the target fee in a cost plus incentive fee contract must be recorded as an obligation at
the time the determination to award the larger fee is provided to the contractor. The amount of
the obligation established for a cost plus award fee contract must be adjusted at the time the
actual or final fee award amount is determined (see DEARS 216.405-2). If the contract is
incrementally funded, the amount obligated must always be the funded increments.

080604. Indefinite Delivery Type Contracts

Where the quantity required under a contract is indefinite, the ultimate amount of
obligation is determined by subsequent orders; the amount of any required minimum order
specified in the contract, however, must be recorded as an obligation upon execution of the
contract. For contracts that require the contractor to perform unilaterally placed orders above the
required minimum, record an obligation in the amount of the order price or ceiling at the time the
order is placed. An order in excess of the required minimum that has to be negotiated or
accepted by the contractor under terms of the contract must be recorded as an obligation upon
contractor’s acceptance of the order in the amount of the agreed price or ceiling. In the case of
orders for services where a contractor cannot undertake performance without direction from an
authorized Government official, order amounts may be consolidated periodically (at least
monthly) into a list of orders placed with the contractor identifying the estimated dollar amount
of each. On definite quantity contracts, obligate the full amount of the definite quantity at the
time of contract award.

080605. Contract Authorizing Variations in Quantities to be Delivered

When the contract is executed, an obligation must be recorded for the price of the
quantity specified for delivery, exclusive of the permitted variation. The amount recorded may
be increased or decreased to reflect the quantity actually delivered and accepted.

080606. Multiyear Procurement Contract

An obligation for a multiyear procurement contract must be recorded in the amount of the
price of the quantities specified for delivery under the requirement for the first program year, and
the amount must be identified with that program year. Unless the contract is funded fully at
inception, each time the contractor is notified that funds are available to cover another program
year requirement; an obligation must be identified with that program year and recorded in the
amount of the price of the quantities specified for delivery. If the contract is canceled, an
obligation must normally be charged to the program year current at the time of cancellation to
cover the government’s liability under the terms of the contract.
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080607. Letter Contract or a Letter of Intent

A. When the offer and acceptance are sufficiently specific and definitive to
show the purpose and scope of the final contract to be executed, a letter contract or a letter of
intent and any amendments to them accepted in writing by the contractor is documentary
evidence to support the recording of an obligation. The obligation must be recorded in the
amount stated as the maximum liability under the letter or amendment.

B. The maximum liability may be a limitation on the amount of obligations
that may be incurred pending execution of a definitive contract. In this case, the estimated
amount of the definitive contract, over and above the obligation recorded under the letter of
intent, must be carried as a commitment, pending execution of the definitive contract, unless the
letter of intent provides that awarding of the definitive contract is dependent upon congressional
appropriation action.

C. Commitments cannot be carried past fiscal year end.
080608. Interest on Contractor Claims

Contractor claims made pursuant to CDA and settled by the contracting officer in the
contractor’s favor may generate interest payable to the contractor. In such cases, an obligation
for the interest payable to the contractor must be recorded under the appropriation that financed
the contract. Such interest must be applied from the date payment was due, and is not calculated
or paid pursuant to the Prompt Payment Act. Parties settling a CDA dispute can bargain away all
or part of the interest in a settlement agreement.

080609. Interest Payable under the Prompt Payment Act

Such interest penalties are payable in accordance with VVolume 10, Chapter 7 and are
recorded as obligations against amounts available to carry out the program for which the penalty
is incurred in the fiscal year or years in which the interest accrues. Penalties are charged to
appropriations of the agency that funded the contract.

080610. Purchase Orders

A. A purchase order may create an obligation when issued in the amount
stated. This occurs when the purchase order represents acceptance of a binding written offer of a
vendor to sell specific goods or furnish specific services at a specific price, or the purchase order
was prepared and issued in accordance with small purchase or other simplified acquisition
procedures.

B. A purchase order requiring acceptance by the vendor in order to form a
binding contractual agreement must be recorded as an obligation in the amount specified in the
order at the time of acceptance. Evidence of this acceptance must be retained in the files. If
written acceptance is not required or provided, then commencement of performance constitutes
acceptance by the vendor, and the amount of the order must be recorded as an obligation in
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accordance with VVolume 1, Chapters 4 and 7. Formation of the binding contractual agreement
should occur during the period of availability of the appropriation cited on the purchase order. If
contract formation occurs after expiration of the period of availability of funds cited on the
purchase order, the obligation must be recorded against current funds, and the purchase order
contract modified accordingly.

080611. Amendment of a Contract

A change in the amount of the government’s contractual liability that results from an
amendment (within scope change) to a contract is chargeable generally to the appropriation or
other fund current at the time the contract was executed. Specific applications of and exceptions
to this general rule include:

A. For a contract modified pursuant to a clause authorizing equitable
adjustment to contract terms (including price) within the general scope of the contract, the
amount of the recorded obligation must be increased or decreased by the amount specified by
any and all amendments or modifications when executed. For a fixed price contract, the same
source of funds that originally was obligated on the contract must be charged or credited.

B. Pursuant to the provisions of 50 U.S.C. § 1431, 50 U.S.C. 8§ 1432,
50 U.S.C. § 1433, or 50 U.S.C. § 1435, the amount of a recorded obligation must be adjusted to
reflect an increase or decrease resulting from a determination made that results in the correction
of a mistake or the formalization of an informal agreement. These adjustments must be recorded
against the same source of funds that originally was obligated when the amendments or
modifications do not change the scope of the contract and, thus, do not result in a new
procurement. When the scope of the contract is increased, the adjustment is chargeable properly
to the appropriation or fund available at the time that the amendment is executed.

C. A contingent obligation, such as one existing under an indemnification
clause or a clause involving an equitable adjustment, must be recorded as an obligation only in
the amount of the contractual liability incurred when the amendment fixing the obligation is
executed. If no amendment is required, the adjustment is recorded as an obligation when the
event occurs that fixes the amount of the liability under the contingent obligation. The obligation
must be recorded against the same obligation or fund that originally was cited on the contract.

D. When an increase occurs in the price of one or more items in a fixed price
contract that contains an escalation clause, a price redetermination clause or an incentive
provision, or in the fee in a cost plus incentive fee contract, an obligation must be recorded in the
amount of the increase at the time the changed price or fee is determined in accordance with the
terms of the contract. The obligation must be recorded against the same appropriation or fund
that originally was obligated for the contract.

E. In some instances, it is appropriate to reduce a recorded obligation for firm
fixed price contracts with escalation, price redetermination, or incentive provisions. This occurs
when a determination is made by the contracting officer (and approved by the Fund Holder or a
designee) that the anticipated amount of liability under the contract may be reduced and the
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amount of the recorded obligation may be decreased by the amount so determined and approved.
Such action is taken after taking all circumstances into consideration, including available costs
and production data or tentative offers from contractors. See paragraph 081611 for additional
guidance on the deobligation of funds.

F. Contract modifications that increase funding on cost reimbursement
contracts above the original contract ceiling, and which are not based on an antecedent liability
enforceable by the contractor, are at the Government’s discretion and are chargeable to funds
available when the increase is granted — rather than funds from the fiscal year cited on the
original contract.

080612. Termination of Contracts and Agreements

When a contract or agreement is terminated in whole or in part for the convenience of the
government by the giving of a “Notice of Termination” to the other party to the contract or
agreement, the obligation recorded for the contract or agreement must be decreased to an amount
that is sufficient to meet the settlement costs under the termination. The obligation must not be
decreased below the amount estimated by the contracting officer, based on the best evidence then
available, as the amount due as a result of the termination.

*080613. Foreign Currency Exchange Fluctuations

Changes in obligations and contractual liabilities caused by foreign currency exchange
fluctuations are determined and recorded when payment is made. For foreign currencies not
specified in a special foreign currencies fluctuations appropriation account, adjustments also are
made at fiscal year end, and may be made at any other time a significant change occurs in order
to help avoid over obligation of an allotment. If a contract is priced in foreign currency, the
agency must ensure that adequate funds are available to cover currency fluctuations to avoid a
violation of the Antideficiency Act. See Volume 6A, Chapter 7 for guidance on foreign currency
fluctuations.

0807 RENTAL AGREEMENTS AND LEASES OF REAL AND PERSONAL PROPERTY
080701. Amount Recorded as an Obligation on Rental and Lease Agreements

The amount recorded as an obligation must be based on the agreement or lease, or on a
written administrative determination of the amount due under its provisions.

080702. Rental Agreement Terminated by the U.S. Government
Under a rental agreement that may be terminated by the U.S. Government (USG) at any

time without notice, and without incurring any obligation to pay termination costs, the obligation
must be recorded each month at the time of payment, in the amount of the rent for that month.
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080703. Rental Agreement Terminated Without Costs, with Notification

Under a rental agreement providing for termination without costs upon giving a specified
number of days for notice of termination, an obligation must be recorded upon execution of the
agreement in the amount of rent payable for the number of days of notice called for in the
agreement. In addition, an obligation must be recorded each month in the amount of the rent
payable for that month. When the number of days remaining under the lease term equals the
number of days advance notice required under that lease, no additional monthly obligation must
be recorded.

080704. Rental Agreements with Specified Dollar Payment

Under a rental agreement providing for a specified dollar payment in the event of
termination, an obligation must be recorded upon execution of the agreement in the amount of
the specified minimum dollar payment. In addition, an obligation must be recorded each month
in the amount of the rent payable for that month. When the amount of rent remaining payable
under the terms of the agreement is equal to the obligation recorded for the payment in the event
of termination, no additional monthly obligation need be recorded.

080705. Domestic or Foreign Rental Agreement Not Exceeding 12 Months

For a domestic or foreign rental agreement not exceeding 12 months that is financed
under an annual appropriation, an obligation must be recorded at the time of its execution in the
total amount of rent specified in the agreement -- even though the period of the lease extends into
the subsequent fiscal year as addressed in 10 U.S.C. 8 2410a. Leases of structures and real
property, other than military family housing, in foreign countries may be entered into for periods
of up to five years under authority of 10 U.S.C. 8§ 2675, and the rent for each yearly period is
paid from funds appropriated for that year. Leases of family housing in foreign countries may be
for periods of up to ten years (15 years in Korea) and rent may be paid on an annual basis from
funds appropriated for that year. If the laws, regulations or customs of a foreign country require
advance payment for rent, the advance payment may be made in accordance with
10 U.S.C. § 2396, the legal, regulatory, or customary term of a foreign lease, and an obligation
may be recorded against the current appropriation in the same amount at the time the lease is
consummated. Refer to Volume 4, Chapter 5 for guidance on accounting for advances and
prepayments.

080706. Domestic Lease Agreements for Periods Greater Than One Year

Domestic lease agreements entered into for periods greater than one year under authority
delegated by the General Services Administration (GSA) under 40 U.S.C. § 581 and
40 U.S.C. 8§ 121 need not include a provision to the effect that lease funding in future fiscal
periods is subject to fund availability in those future fiscal periods. Annual rental payments may
be made from funds appropriated for that fiscal year as authorized under 40 U.S.C. § 585.
Leases must be fully funded at inception unless the lease includes a cancellation clause. Should
a cancellation clause apply, the maximum liability is the amount of the lease payments over the
minimum lease period plus any required cancellation payment.
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080707. Obligations for GSA Standard level User Charges

Obligations to the GSA for standard level user charges are recorded as specified in the
GSA hill.

0808 REIMBURSABLE ORDERS PLACED WITH DOD COMPONENTS OR OTHER U.S.
GOVERNMENT AGENCIES

080801. Reimbursable Procurement

A. The term “reimbursable procurement” refers to an order for supplies,
material, services or equipment placed by a requiring DoD Component for:

1. Procurement by another DoD Component (or a major organization
unit within the component) or Federal Agency on a contract funded by the procuring DoD
Component or Federal Agency.

2. Subsequent delivery to and reimbursement by the requiring DoD
Component.

B. When recording obligation for a reimbursable procurement, the date and
amount recorded as an obligation for a reimbursable order by the requiring DoD Component is
the date and amount of acceptance by the procuring activity.

C. A MIPR or other document, as appropriate, may be used for processing
reimbursable procurements.  Obligation occurs when the authorizing and/or responsible
government official signs the DD Form 448-2, Acceptance of MIPR, or other document, as
appropriate. Obligations are not complete until the acceptance document is signed and returned
to the office responsible for posting the obligation. Additional guidance on MIPR processing
can be found in the DFARS, PGI, subpart 253.208.

080802. Direct Citation Procurements

The term “direct citation procurement” refers to procurement accomplished by combining
the requirements of one or more other DoD Components with those of the procuring
DoD Component. The procuring DoD Component may issue one contract with separate
schedules showing the quantities, prices, dollar amounts, and citation of funds of each requiring
DoD Component. The direct citation order is recorded as an obligation by the requiring
DoD Component when it is notified in writing that the procuring DoD Component’s contract or
project order has been executed, or when a copy of the contract or project order is received.
MIPRs used for these orders are not complete until the MIPR Acceptance is signed and received
by the office responsible for posting the obligation.

8-26



DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 8
* February 2016

080803. Reimbursable Orders with Other DoD Activities

Reimbursable orders with other DoD activities for specific supplies, material, equipment,
work, or services, may be placed under the Project Order statute (41 U.S.C. 8§ 6307), the
Economy Act (31 U.S.C. § 1535), or other applicable authority. Reimbursable orders with
Non-DoD activities may be placed under the Economy Act or other applicable statutory
authority. The obligation reimbursable orders must be recorded against the appropriation of the
ordering DoD entity as follows.

A. Project Order authority is available only for intra- or inter-DoD orders.
All project orders must be identified on the order document itself. Fixed price and reimbursable
project orders are funded like similar commercial procurement contracts. When a project order is
accepted in writing by the performing activity, the amount of the project order must be recorded
as an obligation in the amount stated in the order. See Volume 11A, Chapter 2.

B. Unless more specific statutory authority is applicable, the Economy Act,
codified at 31 U.S.C. 8 1535, provides authority that allows DoD Components to order goods
and services from other federal agencies (including other DoD Components) and from major
organizational units within the same DoD Component. Economy Act orders citing an annual or
multiyear appropriation must serve a bona fide need arising, or existing, in the fiscal year
(or years) for which the appropriation is available for obligation. The requesting DoD activity
must obligate funds when the performing activity accepts the order in writing. The work to be
performed under Economy Act orders must be expected to begin within a reasonable time after
its acceptance by the servicing DoD Component or organizational unit. Based on authority of
31 USC §535(d), orders placed or agreements made under Economy Act orders, obligates an
appropriation of the ordering agency or unit. MIPRs are Economy Act orders subject to
downward adjustment when the obligated appropriation is no longer available for obligation to
the extent that the procuring component has not executed its agreed-upon contract or project
order actions. Funds must be deobligated by both the requesting and servicing agency to the
extent that the servicing agency or unit filling the order has not incurred obligations, before the
end of the period of availability of the appropriation, in (1) providing goods or services; or
(2) making an authorized contract with another person to provide the requested goods or
services. As specified in paragraph 081602, all unliquidated obligations must be reviewed and
any unsubstantiated obligations or excess funds deobligated. Refer to Volume 11A, Chapter 3
for additional policy covering deobligations related to Economy Act Orders.

C. By DoD policy and agreement with civilian agencies, Non-Economy Act
reimbursable orders placed by DoD Components for supplies, material, services or equipment
are placed with conditions that, in practical effect, make them subject to obligational standards
used for Economy Act reimbursable orders.

1. Non-Economy Act orders obligating annual or multiyear
appropriation must satisfy a bona fide need of the appropriation’s period of availability. The
requesting DoD activity must obligate funds when the performing activity accepts the order in
writing.
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2. By policy and agreement with civilian agencies that have
Non-Economy Act authorities to perform reimbursable orders, the DoD has further limited the
fiscal principle that a performing agency with Non-Economy Act authority has a reasonable
period of time to use transferred funds, depending on the nature of the order. Thus,
Volume 11A, Chapter 18 and agreements civilian agencies provide that funds must be
deobligated by both the requesting and performing agency to the extent that the performing
agency has not, before the end of the period of availability of the DoD requesting agency
appropriation, (1) provided the goods or services, or (2) entered into contract obligations with
another entity (contractor) to provide the requested goods or services in a manner consistent with
the bona fide needs rule.

3. It is the responsibility of each DoD Component or its subordinate
entity, establishing obligations to develop and implement procedures, for ensuring timely
monitoring and deobligation of funds.

080804. Modifying Reimbursable Orders

Requiring activities must also use caution in modifying reimbursable orders applying the
following guidelines.

A. If the appropriation used to fund the initial order remains available for the
new requirement, it may be used to fund modifications and amendments to the order that are a
bona fide need of that appropriation.

B. If the appropriation used to fund the initial order has expired, it may be
used only to liquidate or adjust prior obligations.

C. Under no circumstances should an order result in a performing agency’s
issuance of a contract for severable services crossing fiscal years that extends beyond one year
from the date of contract award, as addressed in 10 U.S.C. § 2410a. Any such contract’s
performance period must begin during the period of availability of the requiring activity’s
appropriation. For guidance on rental agreements with specified dollar payments see paragraph
080704.

0809 ORDERS PLACED WITH (OR THROUGH) DEFENSE WORKING CAPITAL FUND
ACTIVITIES

080901. General

The DoD has authority under 10 U.S.C. 8§ 2208, and 10 U.S.C. § 2210, to establish
Defense Working Capital Fund (DWCF) activities to finance inventories of its supply chain
management business areas and provide working capital for industrial and commercial type
activities. Activities funded through DWCFs perform work for others under several different
authorities. These authorities include the Project Order Act for depots, the Economy Act for
reimbursable and direct citation procurements, and supply management operations (stock fund
operations) that use DWCF contract authority to acquire assigned items of supply for other
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DoD Components. DWCF activities performing commercial type services charge stabilized
rates rather than charges based on Economy Act actual cost methodologies. Activities
performing DWCF operations can identify the transactional authority for work performed for
others. Under 10 U.S.C. § 2208, the DWCF is used for two different types of activities to
include stock funds (supplies) plus, goods and services. An order placed with a DWCF activity
may only be for a bona fide need of the period for which the ordering activity’s financing
appropriation is available.

080902. Recording DWCF Stock Funds

A. Recording DWCF Capital Stock Fund Purchases. Unlike Economy Act
orders, and unlike Non-Economy Act orders placed with civilian agencies pursuant to policies
set forth in Volume 11A, Chapter 18, purchases made by DWCF stock fund activities using
contract authority to fill customer orders are not legally required to be obligated before
expiration of the customer’s financing appropriations. However, an order placed for an
Integrated Material Management (IMM) item must be a bona fide need of the requesting
activity’s financing appropriation. Thus, consistent with bona fide need requirements, the
DWCF activity using contract authority to acquire an IMM must be able to satisfy the
requirement within a reasonable period of time. Unreasonable delay in DWCF execution (or
delivery in a subsequent fiscal year not based on delivery, production or manufacturing lead time
exceptions) may reflect that the order placed with the DWCF was not a bona fide need of the
requiring activity. There is no hard and fast rule in this regard, but a reasonableness standard
does apply.

B. Recording Obligations for Stock Number and Nonstock-Number Items.
An order for an item for which a stock number has been assigned must be recorded as an
obligation at the time the order is placed. Record an obligation for a Non-stock Numbered Item
(stock number not assigned at the time of placement of the order) when the DWCF activity
accepts the order for an IMM item that it will fill using its cost authority. Orders without stock
number require order and acceptance because the provider may not be able to fulfill the order.

C. Integrated Material Management Items: For purposes of this chapter,
stock funded items are IMM items for which supply management and acquisition responsibility
has been assigned to a single DWCF funded activity and that activity uses contract authority to
acquire the item. See DFARS subpart 208.7 for definition of integrated material management.

080903 Change Notices
The following policies apply to change notices.

A Cancellation. An obligation for an undelivered order placed with the stock
fund activity must be adjusted when a change notice affecting price, quantity, or an acceptable
substitution of a like item is received from the stock fund. An undelivered order placed with the
stock fund must be canceled when the customer receives a notice of:

1. Substitution that is unacceptable,
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2. Transfer of a stock funded item to funding by a centrally managed
procurement appropriation within a DoD Component, or

3. Advice that the stock fund is unable to perform under the terms of
the order.

B. Transfers from Centrally Managed Procurement to DWCF Stock Fund.
An obligation must be recorded as a DWCF stock fund order if a requiring activity receives
notice that an ordered item funded by a centrally managed procurement appropriation has been
transferred to funding by the stock fund.

C. Funding Shortfall. If a change notice results in a shortfall of customer
funds, the customer may cancel the order or reduce the quantity on order. If the customer does
not receive a change notice, or does not receive it in time to cancel or modify the quantity on
order, the material may be refused or returned to the stock fund. There is no violation of
administrative control for customer funds if an apparent funding deficiency that results from a
change notice is resolved with the stock fund by means of:

1. Cancellation or modification of the quantity on order or
2. Refusal or return to the stock fund of the material.
080904. Economy Act and Project Orders Placed with DWCF Activities

DoD organizations record obligations for reimbursable procurement orders, direct
citation orders, and project orders placed with DWCF activities in accordance with section 0808.

0810 PERSONAL SERVICES AND BENEFITS OBLIGATIONS
081001. Obligations Recorded for Payments to Military and Civilian Employees

Obligations for the amounts payable to military services members and civilian employees
must be recorded in the month in which earned. These obligations must be supported by written
administrative determinations of the amounts of the liabilities incurred for personal services
based on payroll or personnel records. Payroll charges based on salaries and wages, (such as
civilian living and quarters allowances, equalization allowances under 5 U.S.C. § 3584, and the
employer’s share of contributions to the retirement fund, insurance premiums, and FICA taxes)
also are obligations at the time that salaries and wages are earned. In the event a payroll period
covers portions of two calendar months, the proportionate amount accruing within each month
must be recorded as an obligation applicable to that month. Enlistment bonuses, and allowances
to military members for subsistence, quarters and clothing, as well as civilian uniform
allowances and incentive awards, are obligated in the month that they become payable to the
member or employee.

081002. Obligations Recorded for Subsistence In Kind
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An obligation must be recorded for subsistence in kind based on requisitions and orders,
or on a written administrative determination of the estimated cost of subsistence furnished by
others.

081003. Obligations Recorded for Annual and Sick Leave of DoD Employees

Obligate annual leave for Department employees when it becomes due and payable as
terminal leave or when otherwise specifically authorized by law, rather than at the time the leave
is earned. Sick leave is obligated, costed, and paid when used.

081004. Obligations Recorded for Severance Pay to U.S. Government Civilians
and Foreign National Employees

Severance pay for USG civilian employees and foreign national employees (such as those
German nationals covered by the German Tariff Agreement) must be reported as an obligation
on a pay period by pay period basis; that is, at the time the severance pay becomes payable,
regardless of the time it is disbursed.

081005. Recorded for Severance Pay Under Specified Conditions

A Obligations for severance pay are incurred and reported after an employee
has been separated and specified conditions (such as those set forth in the German Tariff
Agreement) have been met. The organization that terminates the employment of such
individuals is responsible for recording and reporting the severance pay obligation. If the
liability for any form of severance pay is significant, reasonable estimates must be made and an
unfunded liability recorded and reported in accordance with the Governmentwide Treasury
Account Symbol Adjusted Trial Balance System.

B. In accordance with other foreign country contracts and agreements, certain
foreign national employees earn a separation allowance, also sometimes called “severance pay”
in some contracts and agreements, from inception of or during their employment. In such cases,
a liability accrues from such date and obligations must be recorded as indicated in the following
paragraphs.

1. In general, obligations for separation allowances for foreign
national employees must be recorded against applicable current allotments in the full amount of
the liability that accrues during the accounting period even though the amount may not currently
be payable. When a foreign country is committed to fund part of the separation allowance for its
nationals, however, DoD funds must be obligated only for the Department’s portion of that cost.
The amount chargeable to the applicable current allotment is the separation allowance liability
incurred during the current accounting period and adjustments to outstanding liabilities for
separation as a result of changes in pay. Adjustments for fluctuations in foreign currency
exchange rates must be made at the time of the disbursement. See paragraph 081311 for
guidance on those currencies not covered by the foreign currency fluctuations appropriation.
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2. Upon transfer of a foreign national employee from one DoD
Component to another, the relinquishing DoD Component must give detailed records to the
gaining DoD Component on the unpaid accrued separation allowance for that employee. The
detailed records must include the name of the employee, beginning and ending dates of
employment, grade or classification, or both, amounts of the accrued liability by fiscal year
appropriations and accounting classifications to be charged at the time of separation, and the
name (or designation) and address of the activity that will be responsible for retaining the
appropriation records. The relinquishing DoD Component must retain its liability for the
accrued separation allowance, including the adjustment for any final fluctuation in the rate of
foreign currency exchange, until notified of the employee’s separation and payment of the
allowance by the DoD Component effecting the separation. The gaining DoD Component is
responsible for obligating separation allowances earned from the date of an employee’s
accession. Accrued separation allowances must be paid when a foreign national employee is
separated. The DoD Component effecting the separation must coordinate its payment actions
with the other DoD Components whose funds are to be charged. DoD Components should
designate one of their activities to maintain centrally the detailed employee and appropriation
records for all transferred employees to facilitate the closeout and liquidation of liabilities.

3. Appropriated funds may not be obligated for separation allowances
earned by foreign national employees during any period of employment by DoD nonappropriated
fund instrumentalities. The accrued separation allowance must be paid, if the employee is
otherwise entitled to payment of such allowance upon such event pursuant to host nation law or
agreement, when a foreign national employee transfers from an appropriated fund organization
to a nonappropriated fund instrumentality.

0811 PERMANENT CHANGE OF STATION OBLIGATIONS RECORDED

At the time permanent change of station orders are issued for civilian and military
personnel, obligations must be recorded against current appropriations for all authorized
reimbursable expenses incidental to relocation at the request of the USG and for transportation
requests and bills of lading expected to be issued. The only exception is the obligation of costs
for non-temporary contract commercial storage of household goods, which must be obligated
either in the period in which the service is rendered or to the appropriation current at the contract
award. Record an adjustment to the obligation based on the costs itemized on the traveler’s
settlement voucher.

0812 TEMPORARY DUTY TRAVEL OBLIGATIONS RECORDED

Tentative obligations for temporary duty travel must be recorded from written
administrative determinations, based on the travel authorizations issued, for the estimated
transportation to be purchased and the estimated reimbursement to be earned by the traveler for
per diem allowances, use of privately owned vehicles, and incidental travel expenses. When
travel is performed under a blanket authorization (with the itinerary not definite), the amount of
the tentative obligation recorded in the current month must not exceed the estimate of the travel

8-32



DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 8
* February 2016

expenses to be incurred to the end of the current month. When the period covered by the travel
authorization extends beyond the end of the fiscal year, and the travel costs are being paid by
means of an annual appropriation or the final year of availability of a multiple year
appropriation, the amount of the recorded obligation must be the cost of transportation purchased
and reimbursements earned to the end of the fiscal year.

0813 OTHER OBLIGATIONS
081301. Loan Agreements

As required by 2 U.S.C. § 661-661f, new direct loan obligations may be incurred only to
the extent that budget authority to cover costs is provided in advance. When a direct loan
obligation is incurred, its cost (i.e., the estimated long term cost of the loan to the government) is
obligated against the “program account” established for the loan program. Actual funding of the
direct loan is made through a revolving, non-budget “financing account.” Refer to Treasury
BFS, U.S. Standard General Ledger (USSGL) Credit Reform Guidance for detailed guidance
covering obligation and disbursement of funds for direct and guaranteed loans.

081302. Grants and Subsidies Obligations Recorded

The amount of a grant or subsidy must be recorded as an obligation when supported by
documentary evidence as follows:

A. A grant requiring the grantee to undertake prescribed activities must be
recorded as an obligation based on formation of a binding agreement. Usually, a signed grant
offer is provided by a grants officer to the grantee for acceptance. The obligation is incurred
when the grantee accepts or approves the Component’s offer by signing the grant document and
providing the acceptance to the Component.

B. A grant or subsidy not proceeded by a binding agreement must be
recorded as an obligation at the time payable.

C. Annually, Components must:

1. Track the amount of undisbursed grant funding remaining in
expired grant or subsidy accounts,

2. Determine why these funds were undisbursed, and

3. Take action to resolve the undisbursed funding and close the
expired grants and related accounts.
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081303. Bid Protests or Other Challenges

A. Pursuant to the provisions of 31 U.S.C. 1558, funds available at the time
of protest or other action filed in connection with a solicitation for, proposed award of, or award
of such contract, remain available for obligation for 100 calendar days after the date on which
the final ruling is made on the protest or other action.

B. A protest or other action consists of a protest filed with the Government
Accountability Office (GAO), or an action commenced under administrative procedures or for a
judicial remedy if:

1. The action involves a challenge to a solicitation for a contract; a
proposed award for a contract; an award of a contract; or the eligibility of an offeror or potential
offeror for a contract or of the contractor awarded the contract; and

2. Commencement of the action delays or prevents an executive
agency from making an award of a contract or proceeding with procurement.

C. A ruling is considered final on the date on which the time allowed for
filing an appeal or request for reconsideration has expired, or the date which a decision is
rendered on such an appeal or request, whichever is later.

1. A request for reconsideration of a GAO protest must be made
within ten days after the basis for reconsideration is known or should have been known,
whichever is earlier.

2. The appeal of a protest decision of a district court or the Court of
Federal Claims must be filed with the Court of Appeals for the Federal Circuit within 60 days
after the judgment or order appealed from is entered.

* D. Where contract award is determined to be invalid as a result of a bid
protest and the contract is terminated for convenience, appropriations charged for the original
contract may be obligated for a replacement contract if it is awarded without undue delay after
termination of the original contract. Any award within 100 days of termination necessarily is
award without undue delay because 31 U.S.C. 1558 statutorily extends the availability of
appropriations for such period following the final ruling on a bid protest.

081304. Liquidated Damages Recorded
Recover the amount of liquidated damages deducted and withheld from the contractor. If
the contractor objects to the assessment of liquidated damages, treat the amount as a contingent

liability. Reestablish an obligation only when a formal contractor claim is “approved,” i.e.,
sustained by government admission or by a judgment.
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081305. Litigation Obligations Recorded

As a general rule, the amount of the liability expected to result from pending litigation
must be recorded as an obligation in cases where the government definitely is liable for the
payment of money from available appropriations, and the pending litigation is for the purpose of
determining the amount of the government’s liability. In other cases, an obligation must not be
recorded until the litigation has been concluded or the government’s liability finally is
determined. A written administrative determination of the amount of the liability will serve as
documentary evidence of the obligation.

081306. Bills of Lading

A bill of lading issued to a commercial carrier must be recorded, when issued, as an
obligation in an amount representing the estimated value of the transportation to be furnished,
based on established rates and adjusted on receipt of evidence of payment of the final bill.
Obligations for transportation that has not been commenced at year end must be deobligated and
obligated in the next fiscal year if still valid.

081307. Public Utility Services Obligations Recorded

An obligation for recurring charges for utility services (such as gas, electricity, water, and
steam) and communications will be recorded each month or as required based on a written
administrative determination of the estimated cost of the service that will be furnished during the
month. Charges for utility services and communications for a time period beginning in one fiscal
year and ending in another fiscal year must be charged against the appropriation current at the
end of the time period covered by the service.

081308. Claims

A claim payable under law must be recorded as an obligation, when finally approved, in
the amount certified for such payment.

081309. Legal Determinations

A document evidencing a present legal liability of the USG, when the liability has been
determined to exist by competent legal authority, must be recorded as an obligation in the
amount of the liability when that determination is made.

081310. Simultaneous Disbursement and Obligation

If a disbursement has been made (or is about to be made) without the related obligation
previously having been recorded, an obligation must be recorded immediately in the amount of

the disbursement. Refer to Chapter 11 for further guidance on disbursements made without the
related obligation.
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081311. Foreign Currency Fluctuations

A. The Foreign Currency Fluctuations Appropriation was established to
eliminate losses or gains to programs caused by fluctuation of specified foreign currency
exchange rates from those used in the budget, (DWCF foreign currency fluctuations are absorbed
by the incurring DWCF business area, not the foreign currency account.) Contractual
obligations or other obligations payable in the specified foreign currencies may not be adjusted
until disbursements are made from the appropriation account involved. See Volume 6A,
Chapter 7 for guidance on foreign currency fluctuations.

B. When foreign currencies not specified in the Foreign Currency
Fluctuations Appropriation account are involved, any adjustments to cost at the time of payment
must be supplemented with adjustments made at year end and may be made at any other time a
significant change occurs in order to avoid over obligation of an allotment.

081312. Security Guard and Firefighting Services

A. Title 10 U.S.C. 8§ 2465, prohibits the obligation or expenditure of
appropriated funds for the purpose of entering into a contract for the performance of firefighting
or security guard functions at any military installation or facility in the U.S., including Alaska
and Hawaii. This prohibition does not apply to:

1. A contract that is to be performed in the commonwealths,
territories, or possessions of the U.S., or other locations outside the U.S., when members of the
Armed Forces otherwise would have to be used for the performance of firefighting or security
guard services at the expense of unit readiness;

2. A contract to be carried out on a government owned, contractor
operated installation;

3. A contract (or renewal of a contract) for the performance of a
function that was under contract on September 24, 1983; or

4. A contract for the performance of firefighting functions if the
contract is for a period of one year or less and covers only the performance of firefighting
functions that, in the absence of a contract, would have to be performed by members of the
armed forces who are not readily available to perform such functions by reason of deployment.

B. Title 10 U.S.C. 8 2687, the Defense Base Closure and Realignment Act of
1990, as amended, authorizes special procedures for providing security guard (or firefighting)
services 180 days before an installation closes under the Base Realignment and Closure
initiative.
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081313. Postage Obligations Recorded

An obligation for postage must be recorded each month based on an estimate of the
billing to be received and adjusted based on the actual billing received. If advance payment for
post office box is required, the obligation must be based on the advance billing. Stamps
purchased must be obligated at the time payment is made.

*0814 UNRECORDED OBLIGATIONS
081401. Dollar Threshold for Obligations Identified as Not Recorded

The following guidance must be applied when the accounting office identifies that an
obligation has been incurred but not recorded in the official accounting records and the
accounting office is in possession of a valid obligating document (as specified in subparagraph
081402).

081402. Document Verification

A. The accounting office must verify that the document was not previously
recorded in the official accounting records under the applicable obligation reference number
indicated. Documents exchanged between electronic systems, such as entitlement systems, must
also be validated to ensure that the electronic transaction was properly transmitted or recorded
under the applicable obligation reference number and to, at a minimum, ensure that no errors
resulted during the electronic transmission. The verification process must also include an
appropriate review (e.g., review by amount, appropriation, project-level accounting data and
vendor name) to determine whether the obligation is recorded under another reference number,
to include unrecorded modifications that are controlled in other obligating documents. For those
accounting systems that contain commitments, the review also must involve looking for a
commitment.

B. The accounting office must verify whether the obligation was recorded in
the official accounting records at an amount that was less than the face value of the obligating
document or Electronic Data Interchange (EDI) representation. If so, the amount of the
obligation to be recorded must be limited to differences between the amounts authorized on the
obligating document or EDI representation and the amount previously recorded in the official
accounting records. If one of conditions described in subparagraph 081402.A or 081402.B is
met, the supporting accounting office immediately must record an obligation if the dollar amount
is $2,500 or less. If the amount of the obligation is over $2,500, the accounting office must
follow the procedures in subparagraph 081403.B.

081403. Recording

A. DFAS, the DoD-wide accounting office, must immediately record an
obligation if the dollar amount is $2,500 or less.
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B. If the dollar amount is greater than $2,500, the accounting office must
provide the appropriate DoD Component Financial Manager with a copy of the obligating
document(s), via e-mail, fax, electronic upload, or other documented means (retaining proof of
transmission and receipt of the notification), to the official document repository and allow ten
calendar days for the Financial Manager to record the obligation or demonstrate that the
obligation was previously recorded. The accounting office must record the obligation on behalf
of the Financial Manager if, within ten calendar days, the Financial Manager does not
demonstrate that:

1. It is not accountable for the obligation,
2. The obligation is inaccurate,
3. The applicable obligation previously was recorded, or
4. It has recorded the obligation in the accounting records.
* C. Whenever the accounting office records an obligation for any amount; the

appropriate Funds Holder must be notified immediately; but not later than ten calendar days of
the obligation being recorded. This notification must be via e-mail, fax, electronic upload, or
other documented means used for document repository. Additionally, whenever the accounting
office records an obligation, each such recording must be uniquely identified, formally approved
by the individual designated to provide approval authority, and cross-referenced to the obligating
document. The processed obligating document must be similarly annotated. It is acceptable for
an automated system to identify the source of a DFAS recorded obligation.

* D. Components must promptly record all obligations consistent with
standards set forth in section 0803. The over-recording and under-recording of obligated
amounts is equally improper, as either makes it impossible to determine the actual status of an
appropriation and may lead to violations of the Antideficiency Act. Over-recording and under-
recording will also call into question the accuracy of agency financial statements and the
propriety certifications on reports of obligations provided to Congress pursuant to
31 U.S C. 8§ 1108(c) and 1501(b).

*081404. Expired Funds

If the agency has incurred a valid obligation in the prior year which was unrecorded, prior
year funds must be used. Current appropriations are not available to fund this obligation. If
insufficient funds remain in the prior years’ appropriation, the agency must seek a supplemental
or deficiency appropriation and must further consider the possibility that the Antideficiency Act,
31 U.S.C. 8§ 1341 has been violated.
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*0815 INTERNAL CONTROLS
081501. Departmental Responsibilities

In accordance with its responsibility for implementing effective internal controls, the
Assistant  Secretaries and Comptrollers should establish standard procedures for
Departmental/Agency level monitoring and review of all obligations and commitments. These
reviews should be formally documented in Standard Operating Procedures.

081502. Funds Holder Responsibilities

A. The Funds Holder must review and validate commitments and obligations
as financial transactions occur. The requirement for review of commitments and obligations
applies to all appropriations and funds of all DoD Components. This requirement applies not
only to direct appropriations, but also to all reimbursable transactions, as well as the
Department’s Revolving and Trust Funds.

B. Triannually, the Funds Holder must reconcile all obligations incurred
during the period. They must reconcile amounts recorded in the general ledger to contracting
system records and/or obligating documents such as contracts and modifications.

1. The Funds Holder must document and investigate all differences.

2. The Funds Holder must alert the Financial Managers for any
variances. The Financial Manager must review the Funds Holder’s documentation and assess
whether an adjustment to the general ledger is required.

C. The use of “bulk” (estimated) obligations requires periodic monitoring and
reconciliation of estimated obligations to the related disbursement transactions and the recording
of appropriate adjustments to the estimated obligations based on the disbursement amounts.
Consider limiting the use of “bulk” obligations as Antideficiency Act violations may occur in the
absence of adequate procedures for monitoring and reconciling disbursements to bulk
obligations.

1. Bulk obligations shall not be used for materiel requisitioned by
Defense Logistics Management Standards (DLMS) or Military Standard Logistics Systems
(MILS) transaction processing. Establishing an obligation for the proper amount for each line
item under a unique requisition document number is essential for the timely and automated
processing of interfund and non-interfund bills at the detail, line item level. Failure to do so may
delay processing and increase workload for both DFAS and submitting Component personnel.
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2. DoD Components that establish business processes for
requisitioning outside their customer’s Component sponsored supply system, e.g., via internet
ordering applications, shall provide automated processes for their customers to record line item
obligations for each requisition. Components that authorize their personnel to initiate orders
outside of their Component sponsored supply system shall incorporate source of supply
automated processes for establishing line item obligations for each requisition.

081503. Supporting Documentation

Prior to recording an obligation, the Financial Manager responsible for the official
accounting records of the Funds Holder must have either:

A A copy of the obligating document(s) via e-mail, fax, electronic upload to
the official document repository, or other documented means (e.g., contract, contract
amendment, letter contract, purchase order, reimbursable order, lease agreement, travel order)
that will support an obligation, or

B. EDI transaction set that represents an obligating document or supports an
obligation (e.g., an EDI 850 transaction set representing a contract or an EDI 860 transaction set
representing a contract modification or equivalent electronic data).

*081504. Segregation of Duties

To ensure proper internal controls within the office responsible for financial
management, the duty of recording obligations must be separate from other payment function
duties. For example, technicians responsible for recording an obligation, must not also post
receiving reports, or certify payments for the same transaction in which the technician recorded
the related obligation.

081505. Antideficiency Act Violations

When the Financial Manager records an obligation in accordance with this policy and it
results in an apparent Antideficiency Act violation, that office immediately must initiate research
to include consulting with the Funds Holder. The following additional assessments apply:

A. If it is determined that the Financial Manager action resulted in a duplicate
of an obligation that previously was recorded in the official accounting records, the Financial
Manager action immediately must be reversed after the error is identified and no Antideficiency
Act violation will be considered to have occurred.

B. If the Financial Manager determines that:

1. The Financial Manager action has not resulted in a duplicate of an
obligation that was previously recorded in the official accounting records and
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2. The obligation has exceeded the Funds Holder’s authorized budget

authority,

3. Then a preliminary review of the potential violation must be
initiated in accordance with VVolume 14, Chapter 3.

C. If a valid obligation actually had been incurred in excess of available
funds, the actual incurrence of the obligation, rather than the recording of the obligation, would
be considered to have caused the apparent violation. In such cases, follow the appropriate DoD
guidance for Antideficiency Act investigations contained in VVolume 14.

*0816 TRIANNUAL REVIEWS OF COMMITMENTS, OBLIGATIONS, ACCOUNTS
PAYABLE, UNFILLED CUSTOMER ORDERS AND ACCOUNTS RECEIVABLE

081601. DoD Triannual Review Goals

In addition to the Triannual Review being an integral component of exercising sound
internal controls, the DoD goal in performing the Triannual Review is to increase each DoD
Component’s ability to use available appropriations before they expire and ensure remaining
open obligations are valid and liquidated before the cancellation of the appropriation. To ensure
that obligations are liquidated before canceling, obligations related to appropriations that will
cancel on September 30" of the current fiscal year must be reviewed during the May 31°
Triannual Review period. Triannual Reviews should be particularly rigorous in reviewing
commitments and obligations of appropriations prior to their expiration. Attaining the DoD’s
Triannual Review goals is contingent on the effective integration and synchronization of the
Funds Holder (Resource Manager), Accounting, Program Management, Contracting Officers,
and Acquisition/Logistics efforts during each Triannual Review process. The responsibility for
successfully completing Triannual Reviews is a collaborative effort. The integrating of all the
stakeholders into the review process will allow for an effective review. From a financial audit
perspective, one outcome of a well-executed and documented Triannual Review is to provide
evidence of the reasonableness of open balances in support of auditable financial statements.

081602. Triannual Reviews of Commitments, Obligations, Accounts Payable,
Unfilled Customer Orders, and Accounts Receivable

A. The Triannual Review process is an internal control practice. The Funds
Holder, with assistance from supporting Financial Managers, must review commitments,
unliquidated obligations, accounts payable, unfilled customer orders (UFCO), and accounts
receivable transactions, for validity, accuracy, and completeness not later than 30 calendar days
after each of the four month periods ending on January 31%, May 31%, and September 30" of
each fiscal year. Also, the Triannual Review will ensure that the SFIS Transaction Library has
been adhered to for recording the proprietary and budgetary transactions.
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B. Funds provided from a granting to performing organization (reimbursable)
are subject to the same scrutiny as all other appropriations. Both the granting and performing
organizations must review the status of the reimbursable funds utilizing the same level of criteria
and oversight as all appropriated funds. Granting organizations are only responsible for
reviewing their side of the transaction, while performing organizations are responsible for
reviewing their side of the transaction. Components should also review Reimbursable Orders for
conformance with the Economy Act or other applicable statutory authority for the Reimbursable
order. Non-Economy Act orders should be reviewed to ensure that the interagency agreements
(Memorandums of Agreement/Service Level Agreements) are consistent with DoD policy.

C. Suballotted funds are subject to the same scrutiny as direct funds.
Granting agencies must include suballotted funds in their triannual review population. Because
granting organizations do not have visibility into execution data, performing organizations are
responsible for assisting the granting organization in completing the review. This support
includes providing source documents, contract or payable status, and financial analysis, as
requested by the granting organization. Granting and performing organizations should develop
formal memorandums of understanding to document the specific support requirements for
suballotted funding.

081603. Internal Control Responsibilities Supporting Triannual Reviews

A. The Assistant Secretaries of the Military Departments (Financial
Management and Comptroller), and Comptrollers of the Defense Agencies and DoD Field
Activities must implement effective internal controls to ensure that the required reviews and
identified corrective actions are completed in a timely manner.

B. The Assistant Secretaries and Comptrollers should establish standard
procedures for completing the Triannual Review. Standard procedures must address:

1. Standard queries and/or standard reports to ensure the
completeness of data extracted.

2. File naming; file structure; and data fields for supporting
documentation.

3. Process to properly record the status of each commitment /
obligation / Payable / UFCO / Receivable. At a minimum the following document statuses
should be reported: “valid,” “adjusted,” “canceled,” or “awaiting contract review by the Defense
Contract Audit Agency (DCAA).”

4. Process to prepare and report results with the correct status of each
balance in a standard reporting format, to allow management analysis and decision making.

5. Component specific documentation required to support each

obligation, commitment, UFCO, receivable and payable. Refer to Table 8-2 for general
documentation requirements by assessable unit.

8-42



DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 8
* February 2016

081604 Dormant Balances

A. Balances are defined as dormant if they have not been liquidated, and no
obligations, adjustments, contract modifications, disbursements, or withdrawals occur within a
120 day period. “Current,” defined for this chapter, is having changes in the status for
commitments, obligations, disbursements or contracting activity during the last 120 day period.

B. Contracts should not be considered dormant while undergoing review by
the Defense Contract Management Agency or DCAA prior to closeout.

C. Unliquidated obligations for Firm Fixed Price contracts with an expected
delivery date beyond the review period are considered current for that particular review period.

D. The Funds Holder must establish aging criteria for identifiable groups of
transactions that are based on the normal historical cycle for such transactions. For example,
contract commitments should be reviewed once the normal time frame for contract award has
elapsed. This may be longer than the normal cycle time for a purchase order. The same is true
for obligation transactions. Purchase order delivery time frames normally would be shorter than
the delivery time for a major weapons system procurement contract. The criteria for each group
of transactions must be documented and made part of the review documentation.

081605. Responsibilities of the Financial Manager

A. The office responsible for financial management must provide Funds
Holder with listing(s) or automated media identifying commitments and unliquidated
obligations, both dormant and current, recorded for the Funds Holder. The Financial Manager
also must provide listing(s) or automated media identifying accounts payable, UFCO, and
accounts receivable which enable the Funds Holder to verify proprietary and budgetary accounts
and, thus, ensure that proprietary and budgetary accounts are valid, accurate, and reconciled.
The transaction media must be such that the review can be documented and individual
transactions can be annotated if the review reveals further action is required.

B. If requested, the Financial Manager must assist Funds Holder in the
conduct of their reviews by:

1. Assisting in the identification and organization of transaction
groupings in such a manner so as to facilitate the review by different segments of the Funds
Holder’s organization;

2. Assisting in the identification and correction of situations that may
delay the recording of commitments or obligations, or the matching of disbursements to
obligations; and

3. Entering corrections identified by the Funds Holder when such

corrections are adequately documented and the entry of such transactions is the normal function
of the Financial Manager.
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C. The Financial Manager must identify dormant commitments and
unliquidated obligations eligible for close out by the paying office for contracts that are
physically complete and for which the period of performance has expired (hereinafter, “dormant
contracts”), and no pending transactions are expected.

D. Further, the Financial Manager will review and reconcile the accounts
payable balances for all accounts payable, to include accounts payable resulting from canceled
appropriations, to their specific accounts payable subsidiary ledgers and certify their accuracy.

081606. Responsibilities of Funds Holder

The Funds Holder is responsible for conducting reviews of commitments, unliquidated
obligations, accounts payable, UFCO, and accounts receivable, irrespective of whether the Funds
Holder or the Financial Manager actually records the commitments or obligations in the official
accounting records. This responsibility is placed on the Funds Holder because the Funds Holder
initiates those actions that result in commitments, obligations, payables and receivables and,
therefore, is in the best position to determine the accuracy and the status of such transactions.
The Funds Holder should complete the following procedures no later than 30 calendar days after
the Triannual Review Date (each of the four month periods ending on January 31%, May 31%, and
September 30™ of each fiscal year):

A. Obtain a population of all commitments, obligations (undelivered, paid
and undelivered unpaid), payables, UFCO and receivables. For all dormant balances above the
thresholds noted in Table 8-1, assess the validity of the open balance by determining
(as applicable): whether the commitment requirement is still valid and accurate, future work will
be conducted on the contract or UFCO, future disbursements will be required to liquidate open
payables, or future collections are likely to be obtained for the receivables. Review thresholds
are based on the balance of individual commitments, obligations, payables, receivables and
undelivered orders, not the overall contract/purchase order amounts.
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Balance Related DoD Appropriation Review
FMR Chapter Threshold
Commitment | Volume 3, Procurement; Research, Development, Above
Chapter 8 Test and Evaluation; Military $200,000
Construction; Investment-Type Portion of
the Foreign Military Sales (FMS) Trust
Fund; and the Capital Budget of the
Defense Working Capital Funds (DWCF)
Commitment | Volume 3, Operation and Maintenance, Military Above $50,000
Chapter 8 Personnel, Revolving Funds, Trust Funds
Including the Operating-Type Portion of
the FMS Trust Fund, the Operating
Portion of the DWCF, and Other
Appropriations/Funds, as appropriate
Obligation Volume 3, Procurement; Research, Development, Above
Chapter 8 Test and Evaluation; Military $200,000
Construction; Investment-Type Portion of
the FMS Trust Fund; and the Capital
Budget of the DWCF
Obligation Volume 3, Operation and Maintenance; Military Above $50,000
Chapter 8 Personnel, Revolving Funds; Trust Funds
Including the Operating-Type portion of
the FMS Trust Fund; the Operating
Portion of the DWCF; and Other
Appropriations/funds, as appropriate).
Payable Volume 4, All Above $50,000
Chapter 9
Unfilled Volume 11A All Above $50,000
Customer
Order
Receivable Volume 4, All Above $50,000
Chapter 3
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B. Document the results of these investigations and maintain all supporting
documentation. Supporting documentation may include correspondence from vendor/buyer, and
(as applicable): Budget Office, Contracting Officer, Contracting Officer’s Representative, and
DFAS representatives.  Additional documentation may include progress reports, contract
modifications, invoices, IPAC system screen prints or system reports that support the validity of
the open balance or suggest that it is no longer valid. In the event that documentation must be
obtained from the vendor, the Funds Holder should work through the Contracting Officer to
contact the vendor. See Table 8-2: “Required Triannual Review Documentation” for a list of
examples of supporting documentation by assessable unit. Documentation should be printed or
screen prints maintained electronically, unless the source system has reliable IT controls and data
will be maintained in archive.
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Table 8-2: Required Triannual Review Documentation

Assessable Unit

Supporting Documentation

Correspondence From

Contractor Pay

Originating Documents
Contracts, contract modifications

Liguidating Documents

Contract modifications, payment
vouchers (including invoices and
receiving reports)

-Contractor
-Contracting Officer
-Contracting Officer’s
Representative
-Financial Manager

Vendor Pay Originating Documents -Vendor
Contracts, contract Modifications -Contracting Officer
-Contracting Officer’s
Liguidating Documents Representative
Contract modifications, , payment . .
. R -Financial Manager
vouchers (including invoices and
receiving reports),

Civilian Pay Originating Documents -Program office
Written administrative determinations | -Resource manager
of the amounts of the liabilities - Financial Manager
incurred for personal services based
on payroll or personnel records
Liguidating Documents
Payroll file summaries

Military Pay Originating Documents -Program office
Written administrative determinations | -Resource manager
of the amounts of the liabilities - Financial Manager
incurred for personal services based
on payroll or personnel records
Liguidating Documents
Payroll file summaries

Intragovernmental | Originating Documents -Program Manager

MIPR (DD Form 448), Acceptance of
MIPR (DD Form 448-2),
intragovernmental or
interdepartmental agreement,
memorandum of agreement, other
reimbursable work order

Liguidating Documents

IPACs

SF-1080s (Voucher for Transfers
Between Appropriations and/or
Funds)

-Funds Holder
- Financial Manager
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C. Quantify the total dollar amount of dormant balances below the
established thresholds to determine whether these items are material in aggregate. If these
balances are material, select an additional sample of dormant balances for review. This analysis
should be documented in the Triannual Review documentation package.

D. From the population of current balances, select a sample of the open
balances. This may be based on risk characteristics of the balances. For each sampled balance,
obtain the originating document or documents (such as contracts and modifications, including all
amendments for obligations, invoices for payables, MIPRs for UFCOs, or bills for receivables).
Obtain the liquidating documents (such as accrued estimates or payment records for payables,
and collection records for receivables) for each obligation, payable, UFCO, or receivable and
confirm the following:

Initiating Document Amount (From Originating Documents,
as amended)

Less: Liguidating Documents Amount(s)
Equals: Supported Open Balance Amount
1 For each sampled balance, confirm the balance was recorded in

accordance with the FMR chapters listed in Table 8-1.

2. For any invalid or inaccurate balances, initiate actions with the
Financial Manager to decommit, deobligate, or adjust the open payable, receivable or unfilled
customer order balances.

E. Prepare a confirmation statement. The statement must confirm the
following:

1. All dormant commitments, obligations, payables, UFCO, or
receivables recorded in the accounting system have been validated to a hardcopy or an electronic
source document.

2. Adequate follow up was conducted on all dormant balances to
determine if the balance is still valid.

3. All commitments that could not be substantiated or validated after
a thorough review by the Funds Holder have been decommitted.

4. All obligations that could not be substantiated or validated after a
thorough review by the Funds Holder (and/or the Financial Manager) have been deobligated.

5. All below threshold dormant balances are immaterial or, if
material, were sampled to gain reasonable assurance the balances are correct.

8-48



DoD 7000.14-R Financial Management Regulation Volume 3, Chapter 8
* February 2016

6. “As of (date), (number) (percent ~ %) of obligation transactions
for known contingencies and related documents for the Triannual period ending (date) were
verified to be properly captured, classified, recorded and reported.”

7. The sampling methodology used of all current balances resulted in
a representative sample.

8. Each sampled current balance was recorded in accordance with the
FMR chapters listed in Table 8-1.

9. Commitments, Obligations, Payables, UFCO, and Receivables
were recorded in accordance with Volume 4, Chapter 8; Volume 11A, Chapter 9; and VVolume 4,
Chapter 3 (respectively).

10.  All reviewed balances were recorded to the applicable DoD
Standard Chart of Accounts found on the SFIS website for recording the proprietary and
budgetary transactions.

11. Problems noted as a result of the review have been identified.

12.  Adjustments or corrections to remedy noted problems have been
taken.

13.  Actions or corrections remaining to be taken, and when such
actions/corrections are expected to be completed, have been summarized, by type.

14.  Actions taken to preclude identified problems from recurring in the
future have been identified.

H. Submit the confirmation and all supporting documentation to the Budget
Submitting Officer.

081607. Responsibilities of the Budget Submitting Officer

The Budget Submitting Officer is responsible for conducting reviews of the work
performed, and documentation prepared by the Funds Holder and supporting Financial
Managers. The Officer’s review should ensure that the Triannual Review has been performed
over a complete population, and that the Funds Holder performed all the required procedures
accurately, and retained supporting documentation. The Budget Submitting Officer should
complete the following procedures no later than 15 calendar days after receiving the Funds
Holder’s Triannual Review package:
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A. Confirm the completeness of the Triannual Review by reviewing the
Funds Holder’s list of:

1. All open obligations, commitments, payables, UFCO, and
receivables at the time of the review date and

2. All the dormant items in those populations.

3. Review procedures should include confirming that the Funds
Holder used standard queries and/or standard reports to ensure the completeness of data
extracted.

B. Select a sample of dormant balances and review supporting documentation
provided by the Funds Holder. Confirm the balances were appropriately classified as valid or
invalid by determining (as applicable):

1. Whether future work will be conducted on the contract or unfilled
customer order,

2. Future disbursements are likely required to liquidate open
payables, or

3. Future collections are likely obtained for the receivables.

4. For invalid balances, confirm a deobligation action has been

processed, payable reversed, or receivable written off, as applicable.

C. Review a sample of current balances previously reviewed by the Funds
Holder and confirm the initial balance and all liquidating activity are supported by appropriate
documentation. Confirm that the supported initial balance less liquidating activity equals the
open balance. Submit this review as part of the Triannual Review package.

D. Document the results of these reviews in a formal Budget Submitting
Officer package and submit to the Assistant Secretaries and Comptrollers.

081608. Responsibilities of the Assistant Secretaries and Comptrollers

A. Within 15 calendar days of receiving the Budget Submitting Officer’s
package, the Assistant Secretaries of the Military Departments (Financial Management and
Comptroller) and the Comptrollers of the Defense Agencies must review the packages and
provide evidence of those reviews, along with all supporting documentation, to the OUSD(C),
Financial Improvement and Audit Readiness (FIAR) Directorate. Assistant Secretaries must
perform the following, at a minimum:
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1. A review of the Budget Submitting Officers’ submissions to
confirm that they were prepared by the Funds Holder and reviewed by the Budget Submitting
Officer.

2. The review of documentation of any Funds Holder that was unable
to complete the required review or confirm the accuracy and validity of open balances, including
a full explanation of, and any corrective action taken. Assess whether corrective action taken
was appropriate.

3. Document these reviews in a Component Level package and
submit to FIAR.

0816009. Responsibilities of the FIAR Directorate

Within 60 calendar days of receiving the Component Level Packages, the FIAR
Directorate must perform the following:

A. Select a sample of Triannual review packages to review. Establish a
sampling parameter that ensures at least one package from each Component is evaluated
annually.

B. For each sampled package, review documentation which evidences that all
required Triannual Reviews have been conducted. Documentation should include a listing of all
open balances, listing of balances reviewed, and a listing of invalid variances.

C. Evaluate the trends on total dormant balances by component.

D. Confirm the sample methods used by the Funds Holder and the Budget
Submitting Officer.

E. Review documentation of any Funds Holder that was unable to complete
the required review or confirm the accuracy and validity of open balances, including a full
explanation of, and any corrective action taken. Assess whether corrective action was taken.

F. Provide feedback on the results of the review to each sampled Component.

081610. Documentation
Components are required to maintain documentation that is sufficient to permit
independent organizations, such as the Office of the Inspector General, DoD, or the DoD

Component Audit Agency/Service or Inspector General, to verify that the reviews were
accomplished as required in accordance with the retention standards of VVolume 1, Chapter 9.
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081611. Deobligation Procedures for Dormant Obligations

A Within ten calendar days of their identification by the Funds Holders, all
required decommitments, deobligations, adjustments or corrections identified must be executed.
Deobligations may result from a contract modification, determination of final contract closure,
documented adjustments or corrections, cancellation of an order, or when funds are determined
to be excess of contract requirements as a result of a periodic review by the contracting officer.
Funds holders are DoD officials that receive a documented administrative subdivision of funds
including apportionments, allotments, suballotment, allocations, and suballocations through their
funding chain of command or from other government departments, agencies, and activities
holding an administrative subdivision of funds. All obligations that cannot be substantiated or
validated after a thorough review by the Funds Holder (and/or the Financial Manager) must be
deobligated. Within ten calendar days of the receipt of documentation from the Funds Holder,
the Financial Manager must record the deobligation, decommitment, or adjustment(s) in the
general ledger. No action, however, must be taken to modify, cancel, or amend a contract or
travel order below any amount that is identified as due and owing a contractor, vendor, or
traveler. It is the Funds Holder’s responsibility to identify such amounts upon notification by the
Financial Manager that action will be taken.

B. The contracting officer and other stakeholders are responsible for
exercising due diligence in ensuring that appropriate procedures are followed during the contract
closeout and deobligation process. Specifically, the contracting officer is responsible for
ensuring compliance with appropriate contract close out policy and procedures set forth in
FAR 4.804-4 and DFARS 204.804.

1. It is the responsibility of the contracting officer to send notification
to the Financial Manager, Program Office, and Funds Holder denoting that a contract is complete
and no further valid transactions will be forthcoming through the use of a DD Form 1594,
Contract Completion Statement (DD 1594), or electronic equivalent as described in DFARS,
PGl 204.804. Deobligation of excess funds at contract closeout may be accomplished through
the use of a DD 1594 or electronic equivalent.

2. For dormant contracts which have been physically completed the
contracting officer administering the contract must review the contract funds status and notify
the Funds Holder of any funds excess to the needs of the contract that can be deobligated prior to
contract closeout. Deobligation will be done through the use of a contract modification.

3. For contracts that are canceled in full or in part, such as unilateral
orders where the contractor does not accept the order or through agreement of the parties, the
contracting officer will notify the Funds Holder and Financial Manager that funds may be
deobligated.

4. In some instances, it is appropriate to reduce a recorded obligation
for Firm Fixed Price contracts with escalation, price redetermination, or incentive provisions.
This occurs when a determination is made by the contracting officer (and approved by the Fund
Holder or a designee) that the anticipated amount of liability under the contract may be reduced
and the amount of the recorded obligation may be decreased by the amount so determined and
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approved. Such action is taken after taking all circumstances into consideration, including
available costs and production data or tentative offers from contractors and be accomplished
through a modification to the contract.

5. When a contract or agreement is terminated in whole or in part for
the convenience of the government by the giving of a “Notice of Termination” to the other party
to the contract or agreement, the obligation recorded for the contract or agreement must be
decreased to an amount that is sufficient to meet the settlement costs under the termination
through a modification to the contract. The obligation must not be decreased below the amount
estimated by the contracting officer, based on the best evidence then available, as the amount due
as a result of the termination.

6. Where there is not a contract completion statement and the
Financial Manager has identified dormant funds and that a final payment has been made they
must provide the respective contracting officers with the contract number, notice of final
payment and the remaining balance for each dormant contract with remaining funds of any
amount. Such information must be provided in a manner that will allow the contracting officer to
consent for deobligation simply by annotating and returning the information to the Financial
Manager for further processing without a contract modification. The Financial Manager must
maintain a copy of the Funds Holder’s consent for audit purposes and in a manner consistent
with applicable record keeping requirements.

C. For dormant travel obligations, for which travel did not occur, or the full
obligated amount was not expended, the Financial Manager will deobligate the funds based on a
written consent from the Funds Holder or authorizing official (AO). It is the responsibility of the
AO to send notification to the Financial Manager, program office, and Funds Holder denoting no
further valid transactions will be forthcoming. The AO should obtain and review the applicable
travel vouchers, receipts, and correspondence between the traveler and the AO.

D. For dormant payroll (salaries, wages, and benefits) obligations, for which
funds were not expended, or the full obligated amount was not expended, the Financial Manager
will deobligate the funds based on a written consent from the Funds Holder. It is the
responsibility of the Funds Holder to send notification to the Financial Manager, program office,
and Funds Holder denoting no further valid transactions will be forthcoming. The Funds Holder
should obtain and review the applicable pay period calendar, Leave and Earnings Statements,
payroll disbursements, support for journal vouchers, and correspondence between the program
office, employees, and the Financial Manager.

E. For intragovernmental or interdepartmental obligations, including Military
Standard Requisitioning and Issue Procedures requisitions through mandatory sources, for which
funds were not expensed, or the full obligated amount was not expended, the Financial Manager
will deobligate the funds based on a written consent from the Funds Holder and related program
manager.
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CHAPTER 9

STATUS OF PRIOR YEAR CONSTRUCTION ACCOUNTS

0901 FUNDING REVIEW OF PRIOR YEAR PROGRAM EXECUTION
090101. Purpose

This chapter provides guidance for the submission of status reports concerning all prior
year Military Construction and Family Housing Accounts. The intent is to adjust these accounts
annually, during the August/September timeframe, to reflect the latest estimate of funding
requirements for these programs.

090102. Reporting Requirements

A. Annually, by August 1, each DoD Component holding Military
Construction and Family Housing funding authorities shall submit recommendations in the
format of Exhibit MC-4 (see Volume 3, Chapter 9 Appendix A) for financial adjustments to
these authorities based on current cost estimates. Unobligated balances will be withdrawn unless
supported by firm requirements. In all cases where unobligated balances for programs more than
two years old are not being made available for withhold, a statement shall be transmitted to
identify the status of each project and efforts made to complete the financing. Exhibits shall be
submitted in duplicate to the Office of the Under Secretary of Defense Comptroller
(Program/Budget) OUSDC(P/B) Military Personnel and Construction.

B. Separate Exhibits MC-4 shall be prepared and submitted for the five active
program years, categorized by budget activity. Instructions for the completion of the MC-4
exhibits are contained in Volume 3, Chapter 9 Appendix A.
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Exhibit MC-4
APPENDIX A
MILITARY CONSTRUCTIONFUNDING REVIEW
BUDGET ACTIVITY (SPECIFY) FISCAL YEAR
1 ) (©) (4) (%) (6)
Project & Current Obligational Cumulative Obligations + or - Authority Remarks
Location Estimate Authority Issued as of the Past June 30 Required for Completion
1/ 2/ 3/

1/ Enter the best estimate of the total amount this project will cost when complete.
2/ Enter the amount of obligational authority issued. This amount should agree with the amounts provided by project on the

Office of the Secretary of Defense (OSD) funding documents. In certain cases funds may be realigned between the various projects in
accordance with prescribed programming procedures. However, in no case should the total of the projects shown in this column for a
given fiscal year exceed the amount provided on the OSD obligational authority document.

3/ Enter the amount of authority required to complete the project. If the total of this column for a fiscal year program is negative

those funds will be withdrawn unless a justification is provided why they should not be withdrawn. If the total of this column for a
fiscal year is positive, an explanation should be provided why the additional funds are required.

Exhibit MC-4
(Page 1 of 1)
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Exhibit MC-4 Instructions
APPENDIX A

INSTRUCTIONS FOR COMPLETION OF MC-4 EXHIBIT
MILITARY CONSTRUCTION FUNDING REVIEW

1. The MC-4 exhibit shall be executed at the project level for each of the program years for
which the Department of Defense (DoD) Component holds unexpired obligational authority. A
program year summary should be compiled by budget activity for each of the program years
covered by the review.

2. Columnar entries shall be as follows:

a. Project and Location (1) - Each project contained in the original program
approved by the Congress should be listed regardless of its status. The projects should be listed
alphabetically in state sequence. Minor construction projects also should be listed with
unallocated minor construction funds identified and labeled as such. Planning and Design funds
may be accounted for as a lump-sum.

b. Current Estimate (2) - Enter the current working estimate (CWE) for the project.
If the project is payable in a foreign currency, the CWE should be calculated at the budgeted
rate.

C. Obligational Authority Issued (3) - Enter the amount of obligational authority
currently issued to the command, activity, etc., for this project. The sum of obligational
authority issued for each program year and budget activity cannot exceed the amount currently
apportioned or, in the case of the Defense Agencies, the amount provided on the latest fund
authorization.

d. Cumulative Obligations as of the Past June 30 (4) - Self-explanatory.

e. + or - Authority Required for Completion (5) - In the case of the Defense
Agencies, a negative figure indicates the amount of authority that may be withdrawn, whereas a
positive figure represents the amount of additional authority required. Justification should be
included if the component determines that a negative value cannot be withdrawn. If the total is
positive, by program year and budget activity, a statement should be entered in the remarks
section of the report indicating the impact if additional funds are not provided.

f. Remarks (6) - In addition to impacts, etc., as described above, this column should
include the status of the project stated as a percent of fiscal completion.

Exhibit MC-4 Instructions
(Page 1 of 1)
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CHAPTER 10

ACCOUNTING REQUIREMENTS FOR EXPIRED AND CLOSED ACCOUNTS

*1001 GENERAL
100101. Purpose

This chapter prescribes the accounting requirements, restrictions, and limitations for
expired accounts and closed (cancelled) accounts. It addresses the fiscal year identity, periods of
availability, obligation adjustments, and exceptions applicable to these accounts.

100102. Authoritative Guidance

This chapter implements provisions of Title 31, United States Code, sections 1551
through 1557 (31 U.S.C. 8§ 1551 — 1557); and 10 U.S.C. § 7313. It includes internal control
requirements as specified in the Office of Management and Budget (OMB) Circular A-123,
Appendix A; and the United States Department of the Treasury (Treasury) requirements in the
Treasury Financial Management Manual (TFM) Volume 1, Part 2, Chapter 2000.

*1002 DEFINITIONS

The definitions provided in this section describe terminology associated with expired and
closed/cancelled accounts.

A. Adjustments to Expired or Closed/Cancelled Accounts. Increases or
decreases to obligations or expenditures. Adjustments involve recording obligations or
expenditures that were made or incurred, but not recorded, during the period prior to expiration
or cancellation of the account.

B. Closed/Cancelled Accounts. Accounts with balances that have been
cancelled under 31 U.S.C. 88 1552, 1555, or 1557. When balances are cancelled, the amounts
are not available for obligation or expenditure for any purpose.

C. Expired Account or Appropriation. Appropriation or fund account in
which the balance is no longer available for incurring new obligations, but is still available for
recording, adjusting, and liquidating valid obligations. The account remains available for such
purposes for five years after expiration.

D. Fixed Accounts. Appropriation or fund accounts with balances that are
available for a definite period of time. The fixed accounts are comprised of annual and
multi-year accounts. The universe of appropriation or fund accounts are made up of fixed
accounts and no-year accounts.
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E. Unexpired Accounts. Appropriation or fund accounts in which the
balances are available for incurring obligations because the time available for incurring such
obligations has not yet expired. Audit requirements, limitations on obligations, and reporting
requirements applicable to unexpired accounts must continue to apply after the end of the period
of availability for obligation or expenditure of that account.

F. Unrecorded Obligations. Obligations that were incurred legitimately
during the period of fund availability, but were not recorded in the Component’s records prior to
expiration of the appropriation or fund. For purposes of this chapter, “unrecorded” obligations
are included in obligation adjustments. Current accounts may be used to pay previously
unrecorded obligations chargeable to a closed account.

1003 STANDARDS
*100301. Accounts

General ledger accounts and transactions required to record cancellations, account
closure, and expired transactions are defined in the Department of Defense (DoD) Standard
Chart of Accounts and in the DoD United States Standard General Ledger (USSGL) Transaction
Library. These documents can be accessed on the Standard Financial Information Structure
(SFIS) web page.

100302. Expired Accounts

A. Expired funds retain their fiscal year identity for five years after the time
an appropriation expires (see Chapter 13, subparagraph 130208.B). Expired funds are not
available for new obligations. Both the obligated and unobligated balances of expired
appropriations must be available for recording, adjusting, and liquidating obligations properly
chargeable to that account.

B. Before an account closes/cancels, the affected DoD Component must
identify valid unliquidated obligations subject to closure/cancellation to determine whether
appropriations are available for future adjustments or payments against such obligations. Also,
the DoD Component must confirm whether adequate resources are available to pay for
obligations that will close/cancel with an account.

100303. Closed/Cancelled Accounts

A Certain appropriations are available for obligation for a specific period,
i.e., annual and multi-year appropriations. Both the obligated and unobligated balances of such
appropriations must be closed/cancelled, and are no longer available for obligation or
expenditure for any purpose, on September 30th of the fifth fiscal year after the expiration of an
appropriation’s period of availability for incurring new obligations (31 U.S.C. § 1552(a)).
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B. Certain appropriations are available for an indefinite period. Obligated
and unobligated balances in such appropriations must be closed/cancelled when no
disbursements have been made from the indefinite appropriation for a period of two years and
the President, the Secretary of Defense, or the Secretary’s designee determines the purposes for
which the appropriation was made have been carried out (31 U.S.C. 8§ 1555)

C. In some instances, following closure/cancellation of an appropriation, it
becomes necessary to adjust an obligation that otherwise would have been properly chargeable
(both as to purpose and amount) to an appropriation before closure/cancellation. Should such an
adjustment become necessary, the obligation must be charged to an appropriation currently
available for the same purpose, subject to certain limitations discussed in subparagraph
100303.D. If an adjustment to an obligation otherwise properly chargeable to a closed/cancelled
appropriation pursuant to 31 U.S.C. 88 1551 — 1557 is required, and the related program or
function has migrated from one DoD activity to another, the adjustment is chargeable to the
current DoD activity to which the program has transferred. The current DoD activity is
responsible for providing current-year funds from an appropriation account available for the
same purpose to satisfy the obligation.

D. When a currently available appropriation is used to pay an obligation,
which otherwise would have been properly chargeable (both as to purpose and amount) to a
closed/cancelled appropriation, the total of all such payments from that current appropriation
may not exceed the lesser of:

1. The unexpended balance of the closed/cancelled appropriation (the
unexpended balance is the sum of the unobligated balance plus the unpaid obligations of an
appropriation at the time of closure/cancellation, adjusted for obligations and payments which
are incurred or made subsequent to closure/cancellation, and which would otherwise have been
properly charged to the appropriation except for the closure/cancellation of the appropriation); or

2. The unexpired unobligated balance of the currently available
appropriation; or

3. One percent of the total original amount appropriated to the current
appropriation being charged.

a. For annual accounts, the one percent limitation applies to
the annual appropriation for the applicable account; not total budgetary resources
(e.g., reimbursable authority).

b. For multi-year accounts, the one percent limitation applies
to the total amount of the appropriation. For example, if a multi-year account enacted for fiscal
year (FY) 2007 through FY 2008 was $100 million, the one percent limitation in FY 2007 would
be $1 million. At the end of FY 2007, if $650,000 had been used for payment of obligations of
closed/cancelled accounts, the amount available to be used for such payments in FY 2008 would
be $350,000 ($1 million minus $650,000).
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C. For contract changes (as specified in paragraph 100304),
charges made to currently available appropriations has no impact on the one percent limitation
rule, i.e., the one percent (of the currently available appropriation) amount is not decreased by
the charges made to current appropriations for contract changes.

E. In order to prevent overpayments and ensure that applicable limitations are
not exceeded, DoD Components must:

1. Identify the unobligated balance and unpaid obligations of all
expired appropriations at the time they expire.
2. Identify the unobligated balance and unpaid obligations of all

closed/cancelled appropriations at the time they are closed/cancelled.

3. Identify for closed/cancelled accounts all obligations and payments
that were charged to currently available appropriations that otherwise would have been properly
chargeable (both as to purpose and amount) to a closed/cancelled appropriation (as specified in
subparagraph 100303.D).

4, Identify and maintain the amount that it is permissible to charge
current appropriations for obligations and payments which otherwise would have been properly
chargeable (both as to purpose and amount) to a closed/cancelled appropriation. This amount is
determined by subtracting all subsequent obligations and payments made from the unexpended
balance of the appropriation at the time it was closed/cancelled as indicated in subparagraph
100303.E.3.

F. Official accounting activities must maintain proper general ledger controls
for valid unpaid obligations and receivables pertaining to closed/cancelled accounts. General
ledger controls must be perpetuated until all obligations are paid and accounts receivable
collected. (This will ensure that valid liabilities continue to be tracked until satisfied, even
though the accounts are closed/cancelled.) In addition, official accounting activities must:

1. Ensure that the beginning, unpaid obligation balance of each
closed/cancelled appropriation accurately reflects the official Treasury balance of the
appropriation on the date of closure/cancellation.

2. Perform a one-time review of each closed/cancelled appropriation
to ensure that the beginning accounts payable (obligations unpaid) balance of each
closed/cancelled appropriation accurately reflects the balances on the Standard Form (SF) 133,
Report on Budget Execution and Budgetary Resources, as of the date of closure/cancellation.

* 3. Ensure that an adequate audit trail is maintained for all corrections
affecting closed/cancelled appropriations, including any offsetting corrections to current or
expired appropriations. Records must be maintained in accordance with Volume 1, Chapter 9
that prescribes DoD policy on records retention in accordance with the National Archives and
Records Administration General Records Schedules.
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100304. Contract Change Provisions

A. A contract change is defined in 31 U.S.C. § 1553(c)(3) as a change to a
contract under which a contractor is required to perform additional work. Paragraphs 100306
and 100307 contain procedures for requesting approval of obligation adjustments for contract
changes in excess of $4 million.

B. Obligation adjustments, such as incentive or award fees and price inflation
(escalation or economic price adjustments), are not considered contract changes for purposes of
subparagraph 100304.A. To the extent otherwise appropriate, such amounts may be charged to
applicable accounts that otherwise have expired for incurring new obligation but have not yet
been closed/cancelled. Such charges or adjustments must be supported by comprehensive
written documentation containing a statement that the charges do not require, involve, or result in
additional work or changes in scope. This statement must explain the circumstances,
contingencies, or management practices that necessitated the adjustment.

C. For funding contract changes resulting from the contracting officer’s final
decision in accordance with the Contract Disputes Act, apply obligation adjustment rules in this
chapter and in Chapter 8, subparagraph 080304.B. Contract Disputes Act litigation judgments
payable from the Judgment Fund result in a new agency obligation to reimburse the Judgment
Fund. See Chapter 8, subparagraph 080304.F. For reimbursements, use funds for the same
purpose that are current at the time of the judgment.

D. 10 U.S.C. § 7313 permits expired appropriations available to DoD to be
used for new obligations of appropriations for certain ship overhaul, maintenance, and repair
efforts. Those purposes are obligation of expired funds for unusual cost overruns incident to
overhaul, maintenance and repair of vessels under commercial contract or by industrial-fund
activity (10 U.S.C. §7313(a)), and changes in scope of work for ship overhaul, maintenance,
and repair performed under a contract or by an industrial-fund activity (10 U.S.C. § 7313(b)).
There is a statutory congressional notification requirement for funding of unusual cost overrun
obligational adjustments. Requests must be submitted to the Office of the Under Secretary of
Defense (Comptroller) (OUSD(C), Deputy Comptroller (Program/Budget) (P/B).

1. While expired appropriations may be used in certain instances for
new obligations; those appropriations are not available beyond the end of the fifth fiscal year
following their expiration.

2. The DoD appropriations, primarily the Operation and Maintenance
appropriations as covered by 10 U.S.C. § 7313(b), expire and are closed/cancelled at the same
time as other appropriations. For example, within the Navy, these appropriations are not
available for the payment of changes in the scope of work for ship overhaul, maintenance, and
repair beyond the end of the fifth fiscal year following the expiration of such appropriations for
other purposes.
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100305. Shipbuilding and Conversion, Navy

A. The period of availability to incur obligations in the Shipbuilding and
Conversion, Navy (SCN) appropriation for all purposes is normally five years. For limited
purposes, SCN funds are available for obligation after the five-year period has ended.
Appropriation language for the SCN appropriation often contains a provision to the effect that
additional obligations for engineering services, tests, evaluations, and other such budgeted work
that must be performed in the final stage of ship construction may be incurred after the
appropriation otherwise would expire for obligation. This additional period allowed for
incurring new obligations for such purposes is called “extended availability.”

B. DoD and Treasury employ special procedures to establish extended
availability authority for the SCN appropriations because not all work required to induct a ship
into the fleet can be completed within the first five years of availability of an SCN appropriation.
The procedures are summarized as follows:

1. The fiscal year of the latest obligation work limiting date (OWLD)
for the last vessel financed by a particular SCN appropriation must represent the period of
availability for obligation. After such date, the appropriation enters an expired status for five
years and the balances are available only for obligation adjustments and payments.

2. An SCN appropriation is closed/cancelled on September 30 of the
fifth year following the year of the last OWLD. Before the end of each fiscal year, DoD notifies
Treasury of the last OWLD for the SCN appropriation that will be expiring on September 30 of
that fiscal year. By the ninth workday of November of each year, the unobligated and obligated
balances of that SCN appropriation are transferred by preparing the SF 1151, Nonexpenditure
Transfer Authorization, to a new Treasury fiscal year symbol. (See the TFM Volume I, Part 2,
Chapter 2000.) For example:

On September 18, 1995, the Navy notified Treasury that the last
OWLD for the FY 1991/1995 SCN appropriation was
September 30, 2001. Before November 14, 1995, the balances of
that SCN appropriation were transferred to the FY 1991/2001 SCN
appropriation with a cancellation date five years later,
September 30, 2006.

100306. Obligation Adjustment for a Contract Change Greater Than $4 Million

An obligation adjustment for a contract change under which a contractor is required to
perform additional work may be incurred only if that obligation adjustment has been approved
by the Under Secretary of Defense (Comptroller) (USD(C)), as designee of the Secretary of
Defense. The DoD Component must request approval for an obligation amount that would cause
the total amount of charges in any fiscal year for a single program, project, or activity to exceed
$4 million and the account being used to fund the obligation is no longer available for new
obligation.
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A. If necessary, the applicable Component must submit requests for approval
to OUSD(C), P/B.

B. The request for approval must include the following documentation:
1. The amount to be obligated.
2. The purpose for which the funds are to be obligated.

3. An explanation of the obligation adjustment including the reason
for the adjustment and the contingencies or management practices that necessitated the
adjustment.

C. Components must retain supporting documentation in accordance with
Volume 1, Chapter 9 that prescribes DoD policy on records retention.

100307. Obligation Adjustment for a Contract Change Equal to or Greater than
$25 Million

Special handling is required to process any obligation adjustment to an expired
appropriation for a contract change, under which a contractor is required to perform additional
work, for amounts of $25 million or more in any fiscal year. Such adjustments may be made
only after the USD(C), as designee of the Secretary of Defense, submits a notice of intention to
make the obligation to the Armed Services and Appropriation Committees of the Senate and the
House of Representatives. The notice of intention must include the legal basis and policy
reasons for the obligation.

A. After 30 days have elapsed following submission of the notice, the
proposed obligation may be recorded unless the congressional committee notifies the USD(C) of
its disapproval.

B. The charges or adjustments must be supported by a written comprehensive
statement concerning the reason for the adjustment. This statement must explain the
circumstances, contingencies, or management practices that necessitated the adjustment.

C. When notification to Congress is necessary, the applicable DoD
Component must submit the required documentation including letters to the appropriate
congressional committees for the USD(C) signature to OUSD(C), P/B.

100308. Replacement Contracts

Expired funds also may be used to fund a replacement action (a replacement contract)
under certain conditions. When a procurement action will result in a replacement contract, it
may be funded from expired funds if all of the conditions in subparagraphs 100308.A-D are met.
If all of these conditions cannot be met, current year funds must be used to fund the requested
action.
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A. The DoD Component has a continuing bona fide need for the goods or
services involved.

B. The original contract was made in good faith.

C. The original contract was terminated for default or for the convenience of
the Government. If the original contract was terminated for the convenience of the Government,
the termination must have been the result of a:

1. Court order;

2. Determination by a contracting officer that the contract award was
improper due to explicit evidence that the award was erroneous and the determination is
documented with appropriate findings of fact and of law; or

3. Determination by other competent authority (e.g., a Board of
Contract Appeals) that the contract award was improper.

D. A replacement contract is used to obtain the goods or services that
originally had been ordered under another contract that was terminated either for default or
convenience of the Government. The replacement contract is:

1. The same size and scope as the original contract; and
2. Executed without undue delay after the original contract is
terminated.
E. If a replacement action will result in an obligation that exceeds $4 million,

the action must first be submitted to the USD(C) for approval.

F. If a replacement action will result in an obligation equal to $25 million or
greater, a notice of intention (as discussed in paragraph 100307) must be submitted to the
appropriate congressional oversight committee at least 30 days in advance. After 30 days have
elapsed following submission of the notice, the proposed obligation may be recorded unless one
of the congressional oversight committees notifies the USD(C) of its disapproval.

1003009. Obligation Adjustments or Payments from Current Appropriations for
Closed/Cancelled Accounts

A. When making payments from a current appropriation account for
obligations of a closed/cancelled account, DoD Components must submit a written request for a
“subclass” account from Treasury through the Defense Finance and Accounting Service (DFAS),
and include the purpose for the payment. Use these subclass accounts to record applicable
payments with Treasury. These payments are reported monthly on each Component’s Statement
of Transactions (see Volume 6A, Chapter 3).
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B. Record amounts for obligations that otherwise would have been properly
chargeable to a closed/cancelled account (but are required to be charged to current accounts)
only in the current account when payment is imminent during the current fiscal year. Unless
payment was made, do not report amounts for such obligations on the year-end Financial
Management Service Form 2108 (FMS 2108), Year-End Closing Statement. If, at year-end, such
amounts for obligations are known to be payable in the coming fiscal year, that information must
be footnoted on the year-end FMS 2108. Reporting guidance and preparation of the FMS 2108
is specified in Volume 6A, Chapter 4.

C. Enter current year obligation adjustments required due to closed/cancelled
balances as negative amounts against specific applicable line items in column “k” of Department
of Defense (DD) 1416, Report of Programs. If these adjustments cause the line item to exceed
current year reprogramming thresholds, the amount in column “k” must be footnoted to indicate
the amount is “applicable to closed/cancelled account adjustments.” No reprogramming action is
required. In addition, enter the total of all closed/cancelled account adjustments charged to the
applicable appropriation in column “k” as a separate line item titled Reduction to Finance Closed
Account Adjustments. Show this amount as a positive number.

100310. Current Appropriations Used for Expired Appropriations with Insufficient
Obligation Authority

* If the appropriation’s period of availability has expired and the account has a negative
unliquidated balance (insufficient funds), an obligation or adjustment of an obligation may be
charged to a current appropriation that is authorized for the same purpose. However, if a
subsequent review or investigation discloses that sufficient funds were available in the expired
account, any charge made against the current account must be reversed. Charges against a
current appropriation are prohibited if a sufficient balance exists in the expired account.

A Charges to current year funds when sufficient obligation authority does
not exist in expired appropriations may be made if all of the following conditions are met:

1. The obligation is charged to an appropriation available for the
same purpose as the applicable expired account and is otherwise properly chargeable (except as
to amount) to the applicable expired account before closure/cancellation of the expired account.

2. The Assistant Secretary of a Military Department for Financial
Management and Comptroller, or the Comptroller of a Defense Agency, has determined that
sufficient obligation authority does not exist in the applicable expired account to fund the
applicable obligation.

* 3. The obligation is not otherwise properly chargeable to any DoD
current appropriation under the transitional provisions as noted in 31 U.S.C. § 1551 (Public Law
(Pub. L.) 101-510 (1990), section 1405(b), as amended by Pub. L. 102-484 (1992),
section 1004).

10-11


http://www.bta.mil/SFIS/USSGL_Library_main.htm

DoD 7000.14-R Financial Management Regulation VVolume 3, Chapter 10
* March 2015

B. The amount charged to a current appropriation may not exceed an amount
equal to one percent of the total appropriation for that account (see subparagraph 100303.D that
applies to charges that can be made to a current account when the account that should have been
charged has been closed/cancelled.)

100311. Collection Credits After an Account is Closed/Cancelled

A. It is inappropriate to write-off valid accounts receivables as a result of
closure/cancellation of appropriations with negative unliquidated obligations.  Maintain
proprietary accounts until settled by the debtor or until the debt is closed in accordance with
guidance in Volume 4, Chapter 3.

B. When collections that are authorized or required to be credited to an
account are received after the closure/cancellation of an account, deposit those collections in
Treasury as miscellaneous receipts (31 U.S.C. § 1552). Accounting entries are specified in the
DoD USSGL Transaction Library that can be accessed on the SFIS web page. See Volume 4,
Chapter 3 for receivable accounting policy.

100312. Exceptions to an Account’s Period of Availability for Adjusting and
Liquidating Obligations

A. Requirements applicable to the closure/cancellation of appropriations
apply to all appropriation accounts unless specifically exempted by statute. A provision of an
appropriations act may exempt an appropriation from the provisions of the new requirements for
the closing/cancelling of accounts and may fix the period the appropriation remains available for
expenditure (31 U.S.C. 8 1557). Additionally, an appropriations act applies only to the
appropriation for a specific fiscal year. In order for an appropriation to preclude application of
the limitations on expenditure specified in new provisions of Title 31, the statute must:

1. Identify the appropriation account for which the availability for
expenditure is to be extended;

2. Provide that the appropriation account must be available for
adjusting and liquidating obligations properly chargeable to the account; and

3. Extend the availability for expenditure of the obligated balances.

B. The availability for expenditure of specific accounts may be changed only
through specific legislation. Request this authority only when payment of old balances from
unexpired funds (based on historical outlay data) regularly would exceed the one percent
limitation or would severely impact the current program.

1. When the nature of a DoD Component’s program requires
disbursements beyond the five-year period, the Component must submit proposed changes in
appropriation language to OUSD(C), P/B. OUSD(C), P/B will submit the proposed changes to
OMB for approval.
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2. Absent specific authority, DoD Components may request
reappropriations of closed/cancelled balances through OUSD(C), P/B and defer payment until
the appropriation is available. Treat the receipt of a reappropriation as adding new budget
authority.

100313. Antideficiency Act Violations

The DoD Components are required to investigate and report potential violations of the
Antideficiency Act (ADA) when certain limitations are exceeded. An ADA violation can occur
when an obligation is charged against a current account when the obligation otherwise would be
properly chargeable (except as to amount) to an expired account, and insufficient resources exist
to fund the obligation in the applicable expired account. ADA investigation and reporting policy
is specified in Volume 14.

100314. Control, Reporting, and Certification Requirements

31 U.S.C. 88 1554 and 1556, as amended, contain permanent audit, control, and reporting
requirements pertaining to the liquidation of obligations.

A. Control Requirements

1. 31 U.S.C. 8 1554(a) stipulates that any audit requirement,
limitation on obligations, or reporting requirement applicable to an appropriation must continue
to apply to that appropriation following expiration of the period of availability for new obligation
of that appropriation. If an appropriation act contains a limitation on the obligation of funds for a
program, project or activity, or other purpose; that limitation continues during the five-year
period after the period of availability for new obligations expires. Additionally, the limitation
continues after the appropriation has been closed/cancelled.

2. DoD Components must establish and test internal controls to
ensure that an adequate review of obligated balances is performed to support the certification in
accordance with OMB Circular A-123, Appendix A. Components are also responsible for
retaining documents in accordance with Volume 1, Chapter 9.

3. Proper general ledger controls must be maintained for
closed/cancelled valid unpaid obligations and accounts receivable in closed/cancelled accounts.
Balances in unexpired accounts may be used to fund closed/cancelled obligations.
Closed/cancelled obligations can be posted to unexpired accounts only when a disbursement will
be paid during the current year.

B. Reporting and Certification Requirements. Under the provisions of
31 U.S.C. 8 1554, the Secretary of Defense, or his designee, is required to submit a report to the
President and the Secretary of the Treasury concerning the unliquidated obligations, unobligated
balances, closed/cancelled balances, and adjustments made to appropriation accounts during the
preceding fiscal year.
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1. Due Date. This report is due not later than 15 days after the
President submits his budget to Congress.

2. Distribution Requirements. A copy of the report must be
submitted to the Speaker of the House of Representatives, the Committee on Appropriations, the
Committee on Governmental Affairs, and other appropriate oversight and authorizing
committees of the Senate (such as the Armed Services Committee).

3. Contents. 31 U.S.C. § 1554(b) requires that these reports must
contain:

a. An itemization of related appropriation accounts, identified
by fiscal year and the balances identified in each account. This itemization is reported on the
fiscal year-end FMS 2108.

b. A listing of each current and expired appropriation. This
list is included in the fiscal year-end FMS 2108.

C. Identification of payments made from each applicable
appropriation account with respect to those amounts that otherwise would have been properly
chargeable to another account, both as to purpose and amount, except that the other account has
been closed/cancelled (31 U.S.C. 8 1553). These payments are reported on the DoD
Component’s Statement of Transactions.

d. Separate identification of obligation adjustments made to
each currently applicable appropriation account that otherwise would have been properly
chargeable to another account, both as to purpose and amount, except that the other account has
been closed. These amounts are reported on FMS 2108.

e. Identification of all balances closed/cancelled on
September 30th of the fifth year following the expiration of an appropriation account’s
availability for incurring new obligations (31 U.S.C. § 1552(a)). These balances are reported on
the fiscal year-end FMS 2108.

f. Identification of those appropriation accounts available for
an indefinite period that have been closed because: No disbursements have been made from the
account for a period of two years; and the President or the Secretary of Defense has determined
that the purposes for which the appropriation was made have been carried out
(31 U.S.C. § 1555).

g. A certification by the DoD Components that the obligated
balances in each DoD appropriation account reflect properly existing obligations; and that
expenditures made from each account since the time of submission of the prior report were
supported by a proper obligation of funds and otherwise were proper.
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100315. Other Requirements

The following paragraphs specify detailed information about other review, accounting,
and correction requirements regarding current and expired accounts.

A. Apportionment _ Procedures. The SF 132, Apportionment and
Reapportionment Schedule, must reflect the following footnote: “Up to one percent of the
original amount of the appropriation ($xxx.xx), or the unobligated balance, whichever is less,
may be used for the purpose of obligation adjustments and payments, which otherwise would
have been properly chargeable (both to purpose and amount) to a closed/cancelled
appropriation.” To the extent that supplemental appropriations are enacted, reapportionment of
the initial “one percent” amount may be requested.

B. Unliquidated Obligations. DoD Components must review remaining
unliquidated balances in expired accounts and deobligate all amounts not supported by
documentary evidence prior to closure/cancellation. Financial and program managers:

1. At each of the various levels of contract and program management
retain the responsibility to ensure that all transactions are appropriately concluded. If services
and materials remain undelivered at the time of expiration, they must be subsequently delivered
or, where such deliveries cannot be made, action is taken to terminate contractual obligations and
revert the funds to maintain integrity of the funds until such time as all outstanding obligations
are liquidated or claims are cancelled or liquidated.

2. At all activities must actively review uncompleted contracts,
uncollected accounts receivable, and uncollected travel or pay advances held at their level to
ensure validity of such items.

C. Payments After Closure/Cancellation of Appropriations. Payment is
prohibited for amounts that cite closed/cancelled appropriations until the disbursing office has
obtained a currently available appropriation fund cite from the funding activity.

D. Unmatched Disbursements for Closed/Cancelled Accounts. When a
disbursement is made properly before the closure/cancellation of the appropriation but is not
identified and matched with the proper obligation until after the closure/cancellation of the
appropriation, charge that disbursement to the closed/cancelled appropriation. Make appropriate
corrections to accounting records and reports as necessary; and submit those reports to Treasury
within six months of account closure. If an error is discovered in a closed/cancelled account for
a disbursement made prior to the closure/cancellation of that account, see subparagraph 100315.J
for correction of reporting errors.

E. Negative Unliquidated Obligations. Negative unliquidated obligation
(NULO) balances generally occur in an account when valid disbursements are incorrectly
matched with obligations and the disbursements exceed the obligations. Negative balances
represent error conditions that must be researched and corrected as quickly as possible. See
Chapter 11 for policy on NULOs.
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F. Line Item Detail. The level of detail required to be maintained for expired
accounts is the same as that required to be maintained for current accounts. The level of detail
facilitates cost determinations and program assessment and evaluation. The detail provides
visibility over expired accounts, an appropriate audit trail, and meets the objectives of the closing
accounts legislation.

G. Uncollectible Accounts Receivable. A write-off of an uncollectible
reimbursement receivable does not change total obligations within budgetary accounts. Such
write-offs result in a reclassification to a direct program obligation of an obligation previously
incurred. See the DoD USSGL Transaction Library for entries to account for uncollectible
accounts receivable in closed/cancelled accounts.

H. Closing/Cancelling an Account with a Negative Balance. The existence of
a negative balance does not preclude an account from being closed/cancelled. DoD Components
must clear the negative balance and establish a receivable for the amount of the negative balance
before the account can be closed.

1. Submit informational accounting reports (i.e., FMS 2108 and
SF 133) for the applicable account until the negative balance is resolved. These informational
reports must indicate that the account is closed/cancelled, show the amount of the negative
balance at the time the account was closed/cancelled, and identify the current amount of the
applicable receivable.

2. Liquidate a negative balance by receiving offsetting collections.
Deposit collections of overpayments to Treasury as miscellaneous receipts. An account with a
negative balance may indicate that an ADA violation has occurred. If an ADA violation is
suspected, see Volume 14 for ADA investigation and reporting requirements.

l. Accounting for Uncollectible Accounts Receivable in Closed/Cancelled
Accounts. Budgetary accounts corresponding to accounts receivable must be closed/cancelled
when an account is closed/cancelled. Total obligations within budgetary accounts do not change
when the budgetary accounts are closed/cancelled. The write-off of an uncollectible
reimbursement receivable results in a reclassification of an obligation previously incurred under
the reimbursable program to a direct program obligation.

1. For expected refunds, the status of obligation authority must be
tracked is necessary to assure that cumulative payments do not exceed the original appropriation
of the closed/cancelled account even though paid from a current account.

2. Reclassify proprietary accounts established for accounts receivable

applicable to closed/cancelled accounts. Deposit the subsequent collections of such amounts for
this account to Treasury as miscellaneous receipts.
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3. If, after compliance with established collection procedures, it is
determined that an account is uncollectible, write-off the account by charging a bad debt account.
The write-off of an uncollectible account applicable to the reimbursable program results in a
reclassification of obligations previously incurred under the reimbursable program to a direct
program obligation.

J. Correction of Reporting Errors in Closed/Cancelled Accounts

1. Corrections may be requested for two categories of errors:
(@) clerical errors such as misplaced decimals, transposed digits, or transcribing errors resulting
in inadvertent cancellations of budget authority; and (b) errors made in classifying a payment
made prior to the closing/cancellation of an account, but not discovered until after the account
was closed/cancelled.

a. For clerical errors, the request must include the
appropriation account number, the reason for the restoration, and convincing evidence of the
clerical error to justify the restoration required to make the correction. At a minimum, this
includes the original accounting record from which the incorrect posting was made and a record
showing the incorrect amount.

b. For classification errors, Treasury accepts reporting to
correctly classify payments previously reported to suspense/clearing accounts or to correct
classification errors between current and closed/cancelled accounts.

* 2. Requests for corrections must be submitted by April 1 of the year
after the account in question was closed/cancelled. The TFM Volume 1, Part 2, Chapter 2000
and the TFM Volume 1 Bulletins issued for fiscal year-end processing identifies the address for
submission and other contact information.

3. If a request for the correction of errors affects another DoD
Component, coordinate the request with the affected Component and submit to: the DFAS
Deputy Director for Accounting Operations, 8899 East 56" Street, Indianapolis, IN 46249.
DFAS must submit requests to Treasury after completion of its review.

4, See Chapter 11 for policy on the research and correction of
unmatched disbursements and NULO transactions, and the resulting adjustments to Treasury.
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VOLUME 3, CHAPTER 11: “UNMATCHED DISBURSEMENTS, NEGATIVE
UNLIQUIDATED OBLIGATIONS, AND IN-TRANSIT DISBURSEMENTS”

SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an asterisk (*) symbol preceding the section,
paragraph, table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated November 2010 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
110102 Added a new Authoritative Guidance paragraph. Addition
Added an explanatory paragraph to this section and .
1102 reformatted t?le defin)i/ti?)ns %0 t?le subparagraph level. Revision
110701 Modified the paragraph to improve clarity. Revision
All Verified all references and updated where appropriate. Revision
All Corrected acronym usage, hyperlinks, and format. Revision
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CHAPTER 11

UNMATCHED DISBURSEMENTS, NEGATIVE UNLIQUIDATED OBLIGATIONS,
AND IN-TRANSIT DISBURSEMENTS

1101 GENERAL

110101. Purpose

This chapter prescribes the accounting standards and related management requirements
necessary to establish and maintain financial control over disbursement, collection, and
adjustment transactions affecting the fund balances with the United States Department of the
Treasury (Treasury) and cash resources that are not part of the fund balance with Treasury. This
chapter also prescribes the requirements for researching and correcting unmatched disbursements
(UMDs), negative unliquidated obligations (NULOSs), and in-transit disbursements.

*110102. Authoritative Guidance

Internal control requirements are specified in the Office of Management and Budget
(OMB) Circular A-123, Appendix A. Requirements for reconciling fund balances with Treasury
are specified in the Treasury Financial Management Manual (TFM) Volume 1, Part 2,
Chapter 5100. Additional detail-level instructions for reconciliation are available on the
Treasury, Bureau of the Fiscal Service, Fund Balance with Treasury web page.

1102 DEFINITIONS

* The definitions provided in this section describe terminology associated with UMDs,
NULOs, and in-transit disbursements. Some of these definitions are expanded to provide
information specifically for purposes of this chapter.

A. Chargeable Account. The appropriation (Department Regular Code,
Period of Availability, and Appropriation Main Account) contained in the line of accounting
cited on the obligation document that is the basis for a particular payment.

B. Closed/Canceled Account. An appropriation that has been closed in
accordance with Title 31, United States Code, sections 1551 through 1557. (31 U.S.C. 8§ 1551 -
1557). This term also includes an appropriation that otherwise would have been closed by
88 1551 — 1557, but has not been closed by Treasury because the appropriation has a negative
balance. When balances are canceled, the amounts are not available for obligation or
expenditure for any purpose.

C. Currently Available Appropriation. An appropriation or fund against
which new obligations may be incurred and recorded (as contrasted with an expired or closed
appropriation against which new obligations may not be incurred).

11-5


http://www.fms.treas.gov/ussgl/selection_page.html
http://www.access.gpo.gov/uscode/title31/subtitleii_chapter15_subchapteriv_.html
http://www.access.gpo.gov/uscode/title31/subtitleii_chapter15_subchapteriv_.html
http://www.access.gpo.gov/uscode/title31/subtitleii_chapter15_subchapteriv_.html

DoD 7000.14-R Financial Management Regulation VVolume 3, Chapter 11
* April 2015

D. Disbursement. The term “disbursement” is defined in the Glossary and
disbursement policy is prescribed in Volume 5. For purposes of matching a disbursement to its
proper obligation, the term disbursement as used in this chapter refers to the amount charged to a
separate line of accounting. While a single payment may be charged to multiple lines of
accounting, each amount charged to a separate line of accounting is treated as a separate
disbursement and must be matched to its corresponding obligation. Requirements in this chapter
are intended to ensure that a disbursement is matched to its applicable corresponding obligation
in a timely manner.

E. Disbursement Not Sent. A disbursement transaction that has been
reported to Treasury by a disbursing office, but has not yet been transmitted to the accounting
office.

F. Expired Account or Appropriation. An appropriation or fund account in
which the balance is no longer available for incurring new obligations, but is still available for
recording, adjusting, and liquidating valid obligations. The account remains available for such
purposes for five years after expiration.

G. Fund Holder. An individual holding an administrative subdivision of
funds or an operating target, who is responsible for incurring obligations against the
administrative subdivision or target and for managing the use of such funds.

H. Funding Account. The appropriation (Department Regular Code, Period
of Availability, and Appropriation Main Account) contained in the line of accounting cited on
the obligation document provided to fund a disbursement that otherwise would have been
chargeable to a closed/canceled appropriation.

l. In-transit Disbursement. Disbursements that have been reported by a
disbursing office, through a paying center, to Treasury and charged against the Department’s
fund balances, but have not yet been received or processed by the applicable accounting office
for recordation against the applicable corresponding obligation. This includes interservice,
intraservice, and interfund disbursement transactions. This definition includes disbursements
originating outside the Department.

J. Negative in-transit Disbursements. The exact opposite of in-transit
disbursements. The accounting office has processed disbursements for recordation against the
applicable corresponding obligation but the disbursing office has not reported the disbursements,
through a paying center, to Treasury and charged against the Department’s fund balances.

K. Negative Unobligated Balance. An appropriation or fund in which the
amount of obligations exceeds the amount of obligational authority. (In closed/canceled
appropriations, the available obligational authority is equal to the unobligated balance.)

L. Negative Unliquidated Obligation (NULO). A disbursement transaction
that has been matched to the cited detail obligation, but the total disbursement(s) exceeds the
amount of that obligation.
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M. Obligation. For purposes of matching a disbursement to its proper
obligation, the term obligation refers to each separate obligation amount identified by a separate
line of accounting. While a single order may be funded by multiple lines of accounting, each
line of accounting represents a separate obligation amount to which the resulting disbursement
must be matched. Obligations are defined as amounts of orders placed, contracts awarded,
services received, and similar transactions during an accounting period that will require payment
during the same or a future period. Such amounts include payments for which obligations
previously have not been recorded, and adjustments for differences between obligations
previously recorded and actual payments to liquidate those obligations. The amount of
obligations incurred is segregated into undelivered orders — paid, undelivered orders — unpaid,
and delivered orders — unpaid. DoD requirements for incurring and recording obligations are
prescribed in Chapter 8.

N. Overaged Disbursement (Unmatched, Negative Unliquidated, or In-
Transit). A disbursement that is not matched to a corresponding obligation within the
timeframes specified in section 1105 or 1114.

0. Prevalidation. A procedure that requires a proposed payment to be
identified and matched to its applicable proper supporting obligation that has been recorded in
the official accounting system and that the line(s) of accounting cited on the payment match the
data recorded in the accounting system. Prevalidation is a control procedure used to prevent
overpayments.

P. Undistributed Disbursement. The difference between the amount of
disbursements reported by the Treasury finance network and the amount of disbursements
recorded by the Department's disbursement and collection activities.

Q. Unexpended Balance. The sum of the unobligated balance and the
unliquidated obligation balance of an appropriation.

R. Unliquidated Obligation Balance. The amount of obligations that have not
been liquidated by payments (disbursements).

S. Unmatched Disbursement (UMD). A disbursement transaction that has
been received and accepted by an accounting office, but has not been matched to the correct
detail obligation. This includes transactions that have been rejected back to the paying office or
central disbursement clearing organization by an accounting office.

T. Unobligated Balance. The difference between the total appropriation
availability and the total obligations.
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1103 MATCHING DISBURSEMENTS TO OBLIGATIONS

A disbursement must be matched to its corresponding, detail-level obligation and be
recorded as promptly as current systems and business practices permit. The vast majority of
obligations and disbursements are matched automatically via the Department’s various system
interfaces. However, some obligations and disbursements are required to be manually matched,
mainly due to non-automated processes or the rejection of transactions by automated systems.
When a disbursement is recorded in the accounting system but not matched to an obligation, the
disbursement must be recorded as a UMD. When a disbursement is recorded in the accounting
system and is matched to an obligation, but the amount of the disbursement exceeds the amount
on the recorded obligation, the amount of the disbursement in excess of the applicable obligation
must be recorded as a NULO. After performing due research in accordance with section 1105,
obligations must be established and recorded for all UMDs and NULOs no later than September
30 of the year that the cited appropriation is scheduled to be closed regardless of the date that the
disbursement was made.

A UMD and NULO Research Requirement. Research and correction actions
must begin as soon as it is apparent that a disbursement transaction has resulted in a UMD or a
NULO. The accounting office involved must immediately determine whether the disbursement
is a valid charge to the fund holder, and whether a matching obligation transaction is recorded
under a different or incorrect document number. If the disbursement is not a valid charge to the
fund holder, the accounting office must reject the disbursement in accordance with paragraphs
111404.C.3 or 111405.D.3. If a matching obligation is recorded under an incorrect document
number, the fund holder must immediately correct the document number, thus allowing for the
proper matching of the disbursement to its corresponding, detail-level obligation. If an
accounting adjustment affects a contract payment, contract reconciliation will be performed in
accordance with Volume 10, Chapter 20. Other research requirements are specified in
section 1107.

1. All UMDs and NULOs result from the following two basic
processes:

a. Collocated Disbursement. A “collocated” disbursement is
created when the accounting office responsible for recording the disbursement in the accounting
system and the disbursing/entitlement office responsible for certifying the disbursement are
collocated.

b. Noncollocated  Disbursement. A noncollocated
disbursement is created when the accounting office responsible for recording the disbursement in
the accounting system and the disbursing/entitlement office making the disbursement are not
collocated.

2. Timeframes are different for resolving collocated disbursements
and noncollocated disbursements (see paragraph 110501). Research procedures for resolving
UMDs and NULOs are delineated in section 1107.

11-8



DoD 7000.14-R Financial Management Regulation VVolume 3, Chapter 11
* April 2015

B. Record an Obligation for Unresolved UMDs and NULOs. An
appropriation manager and/or fund holder must be immediately notified of applicable UMDs or
NULOs. In the event that research efforts fail to result in the correction and elimination of the
condition, the appropriation manager or fund holder must be advised of the requirement to
establish a matching obligation within the timeframes delineated in paragraph 110501. If the
appropriation manager or fund holder fails to record an obligation, the accounting office must
record an obligation for unresolved UMDs and NULOs in accordance with paragraphs
110501.A.3 or 110501B.4 as applicable.

C. Establish Obligations for UMDs and NULOs at the Transaction Level.
Disbursements must be matched to their corresponding obligation at the detail transaction level.
After performing due research in accordance with section 1105, obligations recorded for UMDs
and NULOs must be recorded at the detail transaction level as follows:

1. An obligation in the amount of the disbursement must be recorded
at the transaction level for UMDs.

2. An obligation adjustment in the amount of the disbursement in
excess of the applicable obligation must be recorded at the transaction level for NULOs.

1104 OVERAGED UMDs/NULOSs
110401. Current and Expired Accounts

A. Unobligated overaged NULOs and UMDs have the first claim to the
unobligated balances in any of the current and expired accounts. New obligations, or new
upward obligation adjustments, may be executed only when and to the extent that there is an
unobligated balance remaining in an account after all overaged NULOs and UMDs have been
obligated. Thus, no new obligations or obligation adjustments may be incurred in the account to
the extent that unobligated balances in such accounts are zero, or overaged NULOs and UMDs
(if they are obligated) when added to obligated balances, would exceed the availability in such
accounts.

B. DoD Components may continue to research overaged NULOs and UMDs
without the need to initiate an investigation of a potential Antideficiency Act (ADA) violation,
except as provided for in subparagraphs 110401.C - E.

C. Should an account be obligated fully (but not overobligated) and have
unresolved overaged NULOs and UMDs that, if obligated, would exceed the availability in an
account, payments to vendors and others may continue, provided that the account is not in
danger of being overdisbursed. However, in no case may disbursements exceed the unexpended
balance of an account. Should the account become overdisbursed, payments from the account
must stop immediately, and the DoD Component involved must report a potential ADA
violation. The DoD Component also must initiate an investigation of the potential violation in
accordance with Volume 14.
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D. Should a new obligation or obligation adjustment be incurred in an
account that has been obligated fully as a result of unresolved, overaged UMDs or NULOs, such
an obligation must be recorded even though it will result in recorded obligations in excess of
available resources. Additionally, the DoD Component involved must report a potential ADA
violation and initiate an investigation of a potential violation in accordance with VVolume 14.

E. This chapter must not be construed as authorizing a delay in (1) the
recording of an executed obligation that would result in an overobligation or (2) the requirement
to conduct an investigation of a potential ADA violation that results from any action other than
the sole requirement to obligate amounts for UMDs and NULOs.

110402. Accounts Closed/Scheduled to Close at Fiscal Year-End

A. Obligations must be established by September 30 for all UMDs, NULOs
and in-transit transactions in appropriations scheduled to close at the end of the current fiscal
year.

B. If such obligations result in obligations in excess of available funds, the
DoD Components are permitted six months from the scheduled date of closure of the account to
resolve the negative balance.

C. If the account is not returned to a positive balance within six months of the
scheduled date of closure of the appropriation, the DoD Component involved must report a
potential ADA violation and initiate an investigation in accordance with Volume 14.

D. Each administrative subdivision of an appropriation carries with it the
responsibility for any potential or actual ADA violation that might be incurred. A DoD
Component has the right to modify the number or level of administrative subdivisions within an
appropriation before the closure of an appropriation. However, once an appropriation closes, no
further modification or change may be made in the number or level of administrative
subdivisions. Further, the modification of number or level of subdivision does not override the
requirements in VVolume 6A, Chapter 4, sections 0405 and 0406 regarding the level of reporting
on the Appropriation Status by Fiscal Year Program and Subaccounts (Accounting Report
Monthly 1002) or control requirements in Chapter 10, subparagraph 100314.A.1.

E. A new cash disbursement, which would be chargeable (both as to purpose
and amount) to an appropriation except that the appropriation is closed, must be paid from an
appropriation that currently is available for the same purpose. However, a proposed payment
may not exceed the:

1. Unexpended balance of the closed appropriation.

2. Unobligated balance of the currently available appropriation
charged.

3. One percent limitation, discussed in subparagraph 110402.F.
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F. The cumulative amount of payments charged to a currently available
appropriation, because the original appropriation(s) that otherwise would have been charged has
been closed, may not exceed one percent of the total amount appropriated to the currently
available appropriation being charged. If it exceeds the one percent limit, the office funding the
proposed payment (contract) must contact the Military Department Assistant Secretary for
Financial Management and Comptroller (FM&C) or Defense Agency Comptroller for referral to
the Under Secretary of Defense (Comptroller) (USD(C)) for appropriate disposition.

G. Corrections of payments involving closed appropriations must be
processed as inter- and intra-appropriation adjustments. Such corrections generally do not
require the obligation of currently available funds or deposits to the miscellaneous receipts
account if the payment occurred before the closure of the applicable appropriation, or
appropriations available for new obligation already have been charged properly.

H. Inter- and intra-appropriation adjustments to correct accounting records
must not be accomplished by using a cash disbursement or cash collection.

l. A potential ADA violation must be reported and a preliminary
investigation initiated if posting an adjustment to a current, expired or closed appropriation
would result in either (1) a negative unobligated balance or (2) disbursements that are in excess
of the amount appropriated, at either the appropriation level or a portion thereof that has been
subdivided. See Volume 14 for ADA investigations and reporting requirements.

J. Perpetual balances of unobligated amounts and unliquidated amounts must
be maintained for each closed appropriation. If the unobligated balance or unexpended balance
in a closed appropriation is negative, a potential ADA violation has occurred and must be
reported and investigated.

K. All disbursements and collections, or adjustments to disbursements and
collections, involving current, expired, or closed appropriations, must be reported to Treasury.
However, a correction in which both the debit and credit entry cite a closed appropriation is not
reported to Treasury.

110403. Expenditure Controls

The DoD Components must work with accounting and disbursing offices to implement
effective controls to prevent overexpenditures in accounts that may be in an overobligated
position or that have UMD or NULO balances that exceed the unobligated balance in the
account. This action is necessary because normal controls for determining expenditure
availability are based on the unexpended balance of the obligations.
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1105 RESPONSIBILITIES FOR FUNDING OVERAGED UMDs AND NULOs

110501. Accounting Offices

A. When an accounting office has an obligation document that corresponds to
a disbursement that has resulted in a UMD or NULO, but the obligation document has not been
recorded, or not recorded for, or adjusted to, the proper amount, the accounting office must
perform the following actions within the specified timeframes:

1. If the dollar amount is $2,500 or less, immediately record the
obligation and notify the fund holder of the action taken.

2. If the dollar amount exceeds $2,500, immediately provide the fund
holder with a copy of the obligating document or disbursing document (in the case of a duplicate
or overpayment) and request that the fund holder record an obligation or obligation adjustment,
within 10 calendar days of notice.

3. If the fund holder does not record the requested obligation, or
obligation adjustment, within 10 calendar days of notice, record the obligation, or obligation
adjustment, within the subsequent 10 calendar days. The accounting office must notify the fund
holder of any action taken.

B. When an accounting office does not have an obligation document that
corresponds to a collocated or noncollocated disbursement that has resulted in a UMD or NULO,
the accounting office must:

1. Immediately inform the fund holder of the UMD or NULO and
also research the cause of the UMD or NULO. The required supporting documentation should
be readily available for collocated disbursements, since the entitlement and accounting functions
are collocated. The required supporting documentation may not be readily available for
noncollocated disbursements, since the entitlement and accounting functions are not collocated.

2. Conduct research as required in section 1107 and provide the
results of the research to the fund holder within 30 days for collocated offices and within 60 days
for noncollocated offices. The Director or designee must advise the fund holder of the type,
extent, and results of the research performed. Supporting documentation accumulated in the
performance of the research must be retained and made available to the fund holder upon
request.

3. If supporting documentation shows that a valid obligation was
incurred but not recorded, request that the fund holder record an obligation within 60 calendar
days of notice. This request must be documented and include the documentation that supports
the obligation. The 60 calendar days should provide the fund holder sufficient time to research
commitment and obligation files, evaluate the research documents provided by the accounting
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office, and/or request additional funding as required. Upon completion of the fund holder’s
research, the fund holder must either initiate the obligation input into the accounting system or
provide the obligating document to the accounting office for recordation. Therefore, collocated
offices have a total of 90 days and noncollocated offices have a total of 120 days to research and
resolve a UMD or NULO.

4, If the fund holder does not record the requested obligation or
obligation adjustment within 60 calendar days of notice, or does not provide documentation to
the accounting office to support the recording of an obligation or obligation adjustment by the
accounting office, the accounting office must record an obligation or obligation adjustment
within the subsequent 10 calendar days using the disbursement document as supporting
documentation. The supporting documentation required at the time of disbursement is sufficient
to support the recording of a matching obligation. See Volume 10, Chapter 8 for supporting
documentation requirements, and Volume 5, Chapter 9 for payment certification requirements.

C. Within five work days of recording an obligation or obligation adjustment
in accordance with the provisions of subparagraphs 110501.A — B, the accounting office must
provide the fund holder with a record of all obligations or obligation adjustments recorded by the
accounting office on its behalf; this record must be documented (systemically or manually) and
must identify the input date, amount of the obligation, and the identification of the individual
recording the obligation.

D. Obligation and obligation adjustment transactions must be recorded at the
detail document/transaction level to ensure the proper matching of obligation and disbursement
transactions and to properly affect unobligated balances.

E. If the accounting office or fund holder research determines that a charge to
the fund holder is not valid, within five business days the accounting office must (1) reverse the
charge made against the fund holder’s account and (2) if necessary, transfer accountability for
the charge in accordance with contract reconciliation procedures delineated in Volume 10,
Chapter 20.

F. When the accounting office records a valid obligation or obligation
adjustment that was not previously recorded and that action indicates a potential ADA violation,
the DoD Component must be notified immediately and the DoD Component must conduct a
preliminary investigation of the potential ADA violation in accordance with
VVolume 14, Chapter 3.

G. When there is an indication of a potential duplicate payment or
overpayment, the accounting office must promptly review all applicable payment files. If there
is a duplicate payment or overpayment, the accounting office must record a refund receivable
and initiate a recovery of funds action. Additionally, the accounting office must record a NULO,
as applicable; and advise the fund holder that the NULO requires obligation within the
timeframes specified in subparagraph 110501.A.
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H. In accordance with Chapter 8, paragraph 081210, disbursement documents
that support obligations that have not been recorded previously must be recorded at the
obligation-paid stage of accounting with a corresponding decrease in the
uncommitted/unobligated balance of the affected allotment.

I In accounting for closed appropriations, accounting offices must:

1. Maintain the official accounting records for all corrections to the
balances of closed appropriations and funds.

2. Establish appropriate controls over closed appropriations by
initiating the following actions (minimum requirements):

a. Submit all corrections to closed appropriations to the
applicable centralized accounting center. All corrections to closed appropriations must be
transmitted to the applicable accounting center for posting to the accounting center’s accounting
records and/or approval to post to the accounting office’s accounting records. The accounting
center’s accounting records must support the accounting records of the accounting office
responsible for the administrative control of the closed appropriation.

b. Develop and implement procedures to ensure that all
transactions affecting closed appropriation unobligated and unliquidated balances are provided to
the appropriate accounting center responsible for maintaining the unobligated and unliquidated
obligation balances.

3. Adjust detailed records to reflect accounting corrections when
detailed records are still being maintained for contract payment or other purposes. If an
accounting adjustment affects a contract payment, contract reconciliation will be performed if
required by and in accordance with Volume 10, Chapter 20.

4. Record corrections for UMDs, NULOs, and in-transit
disbursement transactions for which research actions have been completed and correcting
accounting transactions have been identified and submitted by a DoD Component:

a. Record corrections received from DoD Components within
five work days of receipt (except as provided for in subparagraph 110501.1.4.b). The recording
of such corrections must not be delayed pending the completion of contract reconciliation or
other related actions.

b. Reject a proposed correction if the proposed correction is in
error. (A proposed correction may not be rejected solely because a contract has not been
reconciled fully or other actions have not been completed.)

J. In accounting for closed appropriations, accounting centers must:
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1. Maintain the official Treasury records for all corrections to the
balances of closed appropriations and funds. See section 1116 and Volume 1, Chapter 9 for DoD
policy on record retention.

2. Ensure that the beginning, expended unpaid balance of each closed
appropriation accurately reflects the official Treasury balance of the appropriation on the date of
closure.

3. Perform a one-time review of each closed appropriation to ensure
that the beginning accounts payable (obligations, unpaid) balance of each closed appropriation
accurately reflects the balances on the Standard Form (SF) 133, Report on Budget Execution and
Budgetary Resources, as of the date of closure.

4, Ensure that an adequate audit trail is maintained for all corrections
affecting closed appropriations, including any offsetting associated corrections to current or
expired appropriations.

110502. Disbursing Offices

A A disbursing officer (DO) must ensure supporting documentation is
provided to the accounting office or fund holder upon request. Such supporting documentation
must be provided no later than 30 calendar days after request. Supporting documentation may
include a copy of the contract, payment voucher, receiving report, and vendor invoice. Such
supporting information also may be obtained or provided via electronic data access. All
disbursements must remain classified in the accounting system to the line of accounting in which
originally reported until resolved. All invalid transactions recorded in suspense accounts F3875
and F3885 must be reclassified in the accounting system to the correct line of accounting or
resolved and cleared from the suspense account. See section 1116 and Volume 1, Chapter 9 for
DoD policy on record retention.

1. Transfer positive balances to Treasury miscellaneous receipt
account in accordance with VVolume 5, Chapter 8.

2. For negative balances, initiate action for a discontinued research
approval as specified in section 1108 or a potential ADA violation in accordance with
VVolume 14 as appropriate.

B. A DO is responsible for recouping an overpayment in accordance with
internal recovery procedures for refunds due from the public. Since the overpayment or a
duplicate payment may have caused a UMD or NULO, the DO must assist, as required, in the
research of UMDs and NULOs.
1105083. Office of the Under Secretary of Defense (Comptroller)

The Office of the Under Secretary of Defense (Comptroller), Deputy Comptroller,
Program/Budget (OUSD(C), P/B) must ensure the following actions are taken when (a) funds in
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a particular Defense-wide account are allocated to a number of fund holders (limits) and
(b) disbursements exceed obligations at the appropriation level, but not at a fund holder’s level:

A The applicable DoD Component(s) reserves, commits, or obligates
appropriate amounts against the fund holders’ accounts.

B. A report of a potential ADA violation is submitted to the USD(C), when
applicable.

C. An investigation of a potential ADA violation is initiated, when warranted,
in accordance with Volume 14.

D. Corrective actions are taken by the fund holder and the applicable
accounting office, as appropriate. Corrections must be adequately supported and must identify
the cause of the error.

110504. Fund Holders

OUSD(C), P/B, the Military Department Assistant Secretaries (FM&C), Comptrollers of
the Defense Agencies and DoD Field Activities, and other DoD fund holders must:

A Designate an appropriation manager to receive, process, and take action on
notifications from accounting offices; and to take other appropriate action(s) regarding the
stoppage of payments, the obligation of disbursement transactions within the prescribed
timeframes, and other actions provided for in this chapter.

B. Obligate funds within the timeframes specified in paragraph 110501 after
the receipt of an initial notification from the cognizant accounting office that a disbursement is
unmatched or exceeds an obligation at the allotment/fund holder level. If sufficient unobligated
balances are not available, an investigation of a potential ADA violation must be initiated, when
warranted, in accordance with VVolume 14.

C. Upon notification from the cognizant accounting office that a
disbursement exceeds an obligation at the obligation level and the condition has not been
corrected, provide the accounting office, as appropriate, either an obligation document, or a
funding document together with an obligation document, to cover the amount of the unmatched
disbursement or the disbursement that exceeds the obligation within the timeframes specified in
paragraph 110501.

D. When sufficient availability does not exist in the appropriation (or other
administrative subdivision of funds), request a realignment of funds within an account or
between accounts, a reprogramming of funds, a deficiency supplemental, or other acceptable
funding solution. Also, forward supplemental funding documents to the cognizant accounting
office to cover any funding shortfalls.
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E. Initiate a review, immediately, of the circumstances to determine whether
an investigation of a potential ADA violation is warranted in accordance with VVolume 14 and, as
appropriate, notify the USD(C) of the following conditions:

1. A fund holder may not have sufficient unobligated balances
available that equal, or exceed, the amount by which disbursements exceed obligations incurred,;

2. A potential ADA violation may have occurred;

3. A report of violation is warranted in accordance with Volume 14 if
the investigation reveals that an ADA violation has occurred; and

4, The cognizant accounting office corrected any error(s) determined
to be the cause of the condition upon review or investigation.

F. Develop and implement standard procedures for determining the
timeframes and procedures for record retention applicable to detail accounting transaction
records for closed appropriations. These procedures must ensure that required balances of each
appropriation are accurately maintained while minimizing the cost associated with maintaining
large databases or record files of completed transactions for records which no longer are
required.

G. In addition to the responsibilities addressed in paragraph 110504, the DoD
fund holders must resolve UMDs and NULOs, upon notice, within the timeframes specified in
paragraph 110501. The fund holder must:

1. Research each UMD and NULO to determine whether the
disbursement cites a fund citation for which the fund holder is responsible, and if an obligation
IS, or is not, recorded.

a. If the fund holder determines that the disbursement should
be charged to another fund holder, the fund holder must inform the accounting office
immediately.

b. If the disbursement is erroneous or contains an incorrect
fund citation, the fund holder must inform the accounting office immediately.

C. If an obligation is recorded in the accounting system, but
against an incorrect document number, the fund holder must correct the document number within
five workdays and immediately advise the accounting office (thus allowing the accounting office
to match the obligation transaction and the disbursement transaction).

d. If an obligation has not been recorded in the accounting
system, the fund holder must take the following steps:
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(1). Use such material as may be provided by the
accounting office (in accordance with section 1107) or obtained by the fund holder to facilitate
the research.

(2).  Obtain the required obligating document and record
the obligation at the detail document level, thus allowing the accounting office to match the
obligation transaction and the disbursement transaction.

(3). Provide a copy of the obligating document to the
accounting office if required by the accounting office for supporting documentation.
2. Deobligate any invalid and/or unsupported obligations. Footnote
the reasons for such deobligations on the applicable journal voucher or open document listing
supporting the deobligation action in accordance with Chapter 8, section 0804.

3. Assist with the reconciliation of commitment and obligation
information between the pay/contract/vendor system and the accounting system.

1106 PRIORITIES FOR RESEARCHING AND CORRECTING UMDs

The following three priority groups are established for researching and correcting all
disbursement transactions that have not been properly matched to the correct obligation:

110601. First Priority

The first priority is appropriations or funds specifically requested by OUSD(C).

110602. Second Priority

The second priority is appropriations or funds in an overexpended or overobligated
status, regardless of whether the appropriation is in a current, expired, or closed status. Also
included in this category are other appropriations, funds or transactions that have caused or are

anticipated to cause stop payment orders or create a negative balance condition within the next
60 days.

110603. Third Priority

The third priority is all other appropriations and funds, whether in a current, expired, or
closed status.

110604. Secondary-Level Priorities

Within each of the three priority groups, appropriations or funds with the highest negative
balance/amount of UMDs generally must be researched ahead of appropriations or funds with
lower balances/amounts.  Within each appropriation or fund, prioritize transactions and
documents beginning with the highest dollar value and continue to work the transactions and
documents within that appropriation.
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A. Continue this priority until all applicable transactions in the appropriation
or fund are researched and corrected and the account is restored to a positive balance, NULO
balances are eliminated and/or UMDs are matched, as applicable.

B. Not all transactions in an account must be matched or resolved before
beginning research efforts in another account.

1107 RESEARCH REQUIREMENTS FOR OVERAGED NULOs/UMDs

*110701. General Requirements

This section identifies the minimum research requirements for all overaged NULO and
UMD transactions. It covers contracts, reimbursable orders, Military Interdepartmental Purchase
Requests (MIPRs), travel orders, and Military Standard Requisitioning and Issue Procedures
(MILSTRIP).

110702. Contracts

A. Accounting Office Actions

1. Select contract(s) for review based either on a large individual
UMD transaction or NULO condition and/or large aggregate total UMD transactions or NULO
conditions.

2. Obtain the accounting system transaction history maintained in the
accounting office and the payment transaction history from the disbursing office, or the output of
obligation and payment differences from an accounting system/payment system comparison
program if there are numerous unmatched disbursements showing incompatibility with the funds
or amounts on the contract.

3. Review the output of a comparison program of the accounting and
payment systems, when available. This can substitute for transaction histories from either
system, and will reveal obligation modifications recorded in one system but not the other, as well
as potentially omitted modifications.

4. Review obligation transactions recorded in the accounting system
to determine that all contract modifications have been recorded.

5. Follow up with the contracting office and contract administration
office to verify that all modifications have been recorded, and request that any contract
modification errors and omissions be corrected or recorded when a missing contract modification
is suspected.

6. Determine the error condition of each UMD (e.g., wrong
appropriation or insufficient funds) to guide further research.
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7. For a UMD, make a system inquiry, or request the accounting
system closed contract history if there is no contract on the active accounting system records. If
the contract is in the closed history file, take action to reopen the contract and record the
transaction.

8. Review unmatched transactions for indications of specific error
conditions. Such conditions include omitted progress payment recoupments for a contract
having progress payments, inappropriate appropriation data configurations, or duplicate
submission of payment data.

9. Report corrections made to transactions for accounting system
recording, (e.g., changes to the appropriation data configuration) to the disbursing office for
correction of its records.

10. Reject those transactions that cannot be corrected back to the
disbursing office for correction or recovery (e.g., the wrong accounting office or suspected
overpayments). Perform the related required central reporting system actions.

11. Request selected voucher copies and supporting information when
a centrally-administered contract is still open on the accounting activity’s payment records and
reconciliation cannot be accomplished between the accounting system transaction history and
payment system transaction history.

B. Disbhursing Office Actions

1. When a request for information on payment transactions is made
by an accounting office, search the files for payment vouchers and, if available, provide a copy
to the requesting office. If the payment records and files cannot be found due to age or apparent
loss, respond as promptly as possible regarding these facts.

2. Review contract payment files promptly and verify whether the
reported reject reason is correct when a disbursement transaction is rejected back from an
accounting office with evidence that it was misrouted or is a duplicate or overpayment. If the
rejection is valid, initiate a correction or recovery of funds for the duplicate or overpayment and
respond as to the action taken.

110703. Reimbursable Order/Military Interdepartmental Purchase Request
For reimbursable orders and MIPRs, the accounting office must:

A. Check the UMD for error reason codes, such as insufficient funds or
unmatched document number.

B. Refer the transaction to the ordering office or ordering command fund
manager for review, as indicated by the obligation document number.
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C. Record the transaction when the ordering office or command validates the

transaction and authorizes the obligation action.
D. When the ordering office gives intent to do further research to resolve

costs billed, allow the ordering office from the date of disbursement up to the timeframes
specified in paragraphs 110301 and 110501 to resolve and/or fund (obligate) the order/MIPR.

E. Refer the transaction to the disbursing office for additional information or
correction when the ordering office cannot validate the transaction.

110704. Travel Orders
For travel orders, the accounting office (unless otherwise indicated) must:

A. Determine if a travel payment that results in a UMD transaction, identifies
the traveler or is traceable to a separate travel system record.

B. Determine if the original obligation has been recorded in the accounting
records when travel system records indicate closure of the travel order record with proper
deduction of advances.

C. Record the amount of obligation (the initiating travel office) and record
any UMDs (accounting office) when evidence shows that an obligation has not been recorded in
the accounting system.

D. Request a copy of the travel settlement voucher from the disbursing office
to support the transaction if travel system records do not indicate how a payment was used to
liquidate a travel order record.

110705. Military Standard Requisitioning and Issue Procedures Requisitions
For MILSTRIP transactions, the accounting office must:

A. Review MILSTRIP transactions for discrepancy report and billing
adjustment status. Submit billing adjustment requests, when required, in accordance with the
Defense Logistics _Management (DLM) 4000.25, Defense Logistics Management System
(DLMS) Volume 4. Any billing adjustment request must be submitted within one year of the
billing date (two years for Foreign Military Sales).

B. Submit a follow-up request if a billing adjustment request previously has
been made.

C. Accept the Military Standard Billing System transaction if a billing

adjustment has not been requested and the time period has expired in accordance with the DLM
4000.25, DLMS Volume 4, Chapters 3 and 4.
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110706. Unidentified Document Numbers
For unidentified document numbers, the accounting office must:
A. Review the unmatched transaction for a disbursing office number and

other data to ascertain the source of the obligation, e.g., the voucher number and code.

B. Refer the transaction to the disbursing office for verification and the
furnishing of supporting documentation if there is a valid disbursing station number.

C. Refer the transaction to the applicable office or command if there is an
indication of the source of the obligation, even though the transaction has no disbursing station
number or the disbursing office cannot identify the transaction.

D. Record the transaction when the disbursing office or obligating office can
identify a properly recorded obligation document.

E. Record an obligation transaction when the obligating office can identify
the obligation document, but there is no current open obligation.

110707. Other Transactions

A. Accounting Office Actions

1. Review transactions to determine their purpose and nature; for
example, supplemental payroll payment, express or other transportation services or hearing
officer examination reporting services.

2. Request the disbursing office furnish missing documentation or
any other material that would indicate the source of an obligation or basis for the payment when
payment voucher support is missing or is incomplete.

3. Forward transactions to the funding office that have no matching
accounting records but have an indication of an obligation, such as an order number. Include an
explanation of the apparent nature and purpose of the expenditure; request research of the
circumstances of the unrecorded obligation; and obtain support to show that the payment was not
improper.

4, If there is no indication of an obligation, review the supporting
documentation for any indication that the disbursement may have been incorrectly coded or other
errors may have been made.

B. Funding Office Actions

1. Record a transaction when it can be matched to a prior
unliquidated obligation.
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2. If a transaction does not match, continue research efforts, including
trying to identify erroneous document numbers.

1108 REQUEST TO DISCONTINUE UMD/NULO RESEARCH
110801. Research Decision

UMDs and NULOs may continue to be researched (notwithstanding the obligation of
funds in accordance with section 1105). For transactions of $2,500 or less, the decision to
continue (or discontinue) research is at the discretion of the fund holder. For transactions over
$2,500, the Military Department Assistant Secretaries (FM&C) or Defense Agency Comptroller,
may require the fund holder to continue research action. If continued research is required of the
fund holder, written approval to discontinue research must be obtained from the Military
Department Assistant Secretaries (FM&C) or Defense Agency Comptroller for transactions over
$2,500. However, once the required obligation or obligation adjustment has been recorded for a
UMD or NULO, the Defense Finance and Accounting Service (DFAS) must discontinue
reporting the UMD or NULO regardless of whether research efforts continue.

110802. Minimum Criteria for Discontinuance

The following conditions describe the minimum criteria required to request an approval
to discontinue research:

A. There is no indication that an overpayment or a duplicate payment has
been made and not fully collected.

B. For contracts closed by DFAS:
1. A preclosing payment review has been completed.

2. The UMD or NULO conditions that cannot be resolved will not
exceed the contract total if recorded.

C. An erroneous document number that neither the disbursing office nor the
indicated obligating office can furnish information or support the disbursement.

D. A travel order where an unmatched transaction contains insufficient
information for research and cannot be traced due to age.

E. Requests to discontinue further research efforts may be forwarded when
the research steps listed in section 1107 cannot be completed because of missing or insufficient
documentation, and steps to request or obtain the missing documentation or clarification of the
insufficient documentation were taken as specified but have not produced results, and further
efforts do not appear to be cost-effective.
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F. The following information must be submitted with each request to
discontinue research:

1. A separate report listing the individual transactions for each
appropriation by responsible accounting office.

2. A summary of research efforts and other steps taken to obtain
missing documents or additional support for insufficient documentation. At a minimum, the
summary report must include statements advising that the following actions were taken:

a. When applicable, transaction histories of the respective
accounting and payment systems were obtained, reviewed, and compared for omitted
transactions and other differences.

b. For omitted documents or noted differences, a request to
obtain the documents or other clarifying evidence was made to the appropriate funding or
contracting office for obligation documents and payment office for payment supporting
documents.

C. Information regarding the research accomplished, as
reported by the office, that the request for documentation and supporting information could not
be provided due to invalid document number references, lost or misfiled documents, or
inadequate data for searching files.

d. Sufficient actions were taken during the research efforts to
provide reasonable assurance that no duplicate payments or other overpayments remain
outstanding and no fraud has occurred involving the disbursement transactions for which
research efforts are requested to be discontinued.

110803. Reporting Continued Research Efforts

After the research required by section 1107 is accomplished by the accounting office and
the fund holder, and the researched UMDs and NULOs are properly resolved, and/or required
obligations or obligation adjustments are recorded, further research or reporting of such UMDs
or NULO:s is not required. If a fund manager and/or the accounting office later identify the need
for an additional adjustment or correction and provide the appropriate adjusting/correcting
document, the appropriate adjustment/correction must be recorded.
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1109 CORRECTION/POSTING DISBURSEMENTS — APPROPRIATED FUNDS

110901. General Requirements

This section provides general requirements for recording corrections of prior
disbursements erroneously charged to the wrong obligation or otherwise erroneously posted.
The requirements are stated in general terms in recognition of the numerous accounting systems,
each of which has specific transaction identifiers and processing requirements. The requirements
in this section apply to disbursement transactions that have been or should have been charged to
direct appropriations.

110902. Correction of Disbursement — Current/Expired Appropriation

This paragraph describes corrections of prior disbursements or posting errors when the
correct obligation has been identified and the appropriation that should have been charged is an
appropriation that is in a current or expired status.

A. To properly record a disbursement in an appropriation that should have
been charged, adjust the records of the current or expired appropriation by taking one of the
following two actions as appropriate:

1. If a disbursement exceeds a prior obligation (e.g., created a
NULO), an adjustment to the prior obligation is required. Therefore, increase the amount of
obligation previously recorded to eliminate the NULO.

2. If a disbursement was made for which an obligation was not
previously recorded, or otherwise has not been identified, an obligation is required. Therefore,
record an obligation and match the disbursement to the obligation.

B. To correct the improper charge to a current or expired appropriation that
was charged previously in error, adjust the records of the appropriation by taking one of the
following two actions:

1. If a recoupment applies to a disbursement that either was matched
erroneously to an obligation or remains unmatched, record a recoupment reversing the prior
disbursement.

2. If the recoupment applies to a previous UMD, NULO, or in-transit
disbursement for which an obligation or obligation adjustment was established in accordance
with paragraph 110905, record the recoupment as an offset to the obligation or obligation
adjustment and reverse the obligation or obligation adjustment.
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110903. Correction of Disbursement — Closed Appropriation (Before Closure)

This paragraph describes the corrections of prior disbursements or posting errors when
the correct obligation has been identified and the appropriation that should have been charged is
a closed appropriation and the disbursement occurred before closure of the correct chargeable
appropriation.

A. To reflect the charge properly to the closed appropriation that should have
been charged initially (before it was closed), process a memorandum charge to the closed
appropriation.

1. Adjust the records of the closed appropriation to reflect the
previous disbursement by taking one of the following two actions, as appropriate:

a. If the correct detail obligation was recorded in the closed
appropriation (prior to the closure of the appropriation), match the prior charge (disbursement) to
the appropriate prior obligation in the closed appropriation and reduce the unliquidated balance
of the closed appropriation. (There should be no change in the unobligated balance of the closed
appropriation.)

b. If the correct detail obligation was not recorded in the
closed appropriation (prior to the closure of the appropriation) or otherwise has not been
identified, make a memorandum record of the disbursement and reduce the unobligated balance
of the closed appropriation. (There should be no change in the unliquidated obligation balance
of the closed appropriation.)

2. If the adjustment (required by subparagraphs 110903.A.1.a or b)
would exceed the unexpended balance or unobligated balance of the closed appropriation, or any
administrative subdivision thereof; or if upon reducing the unobligated balance in accordance
with subparagraph 110903A.1.b, the unobligated balance is exceeded at the ADA level of
responsibility, report a potential ADA violation and initiate a preliminary investigation in
accordance with Volume 14.

B. To reverse the erroneous charge: If the disbursement was erroneously
charged to an appropriation that is now current or expired, perform the actions addressed in
subparagraph 110903.B.1. If the disbursement was erroneously charged to an appropriation that
is now closed, perform the actions addressed in subparagraph 110903.B.2.

1. To correct an improper charge to a current or expired appropriation
that previously was charged in error, adjust the records of the current or expired appropriation by
taking one of the following two actions, as appropriate:

a. If a recoupment applies to a disbursement that either was

matched erroneously to an obligation or remained unmatched, record a recoupment reversing the
prior disbursement.
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b. If the recoupment applies to a previous UMD, NULO, or
in-transit disbursement for which an obligation or obligation adjustment was established in
accordance with paragraph 110905, record the recoupment as an offset to the obligation or
obligation adjustment and reverse the obligation or obligation adjustment.

2. To correct an improper charge to a closed appropriation that
previously was charged in error, process a memorandum recoupment reversing the erroneous
charge to the closed appropriation. Adjust the records of the closed appropriation to reflect the
recoupment by taking one of the following two actions as appropriate:

a. If the recoupment applies to a disbursement that either was
matched erroneously to the wrong obligation or remained unmatched (prior to the closure of the
appropriation), record a memorandum recoupment to offset the disbursement and record an
upward adjustment to increase the unliquidated obligation balance of the closed appropriation.

b. If the recoupment applies to a UMD, NULO, or in-transit
disbursement for which the unobligated balance of the closed appropriation was reduced in
accordance with paragraph 110905, record the memorandum recoupment as an offset to the
previous decrease in the unobligated balance and record an upward adjustment to increase the
unobligated balance of the closed appropriation.

110904. Correction of Disbursement — Closed Appropriation (After Closure)

This paragraph describes corrections of prior disbursements or posting errors when the
correct obligation has been identified and the appropriation that should have been charged is a
closed appropriation and the disbursement occurred after closure of the correct chargeable
appropriation.

A Availability of Funds at Time of Original Disbursement. Disbursements
occurring after the closure of an appropriation must be funded from a current appropriation
available for the same purpose as the appropriation that is closed. This current appropriation is
referred to in this chapter as the funding appropriation. The funding appropriation must be, or
must have been available for incurring new obligations at the time of the disbursement.

1. When corrections involve disbursements that occurred after the
closure of the correct appropriation, ensure that a correction is made to the funding appropriation
in addition to the closed appropriation.

2. For example: To correct a disbursement that was charged
erroneously to an appropriation that was expired at the time of the disbursement and should have
been charged to an appropriation that was closed at the time of the disbursement, reduce the
balance of the correct closed appropriation, and charge the funding appropriation that was
current at the time of the disbursement.
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B. Charge the Correct Funding Account. To correct the funding
appropriation that was current at the time of the original disbursement and available for the same
purpose as the closed appropriation (that otherwise would have been charged except that it was
closed), adjust the records of the funding appropriation by taking the following action:

1. Establish an obligation in the funding appropriation and record the
disbursement against the obligation.

2. If the adjustment exceeds either the unexpended balance or the
unobligated balance of the funding appropriation, or any administrative subdivision thereof,
report a potential ADA violation and initiate a preliminary investigation in accordance with
Volume 14.

C. Memorandum Charge to the Closed Account. To reflect the charge
properly to the closed appropriation that should have been charged initially except that it was
closed, process a memorandum charge to the closed appropriation.

1. Adjust the records of the closed appropriation by taking one of the
following two actions, as appropriate:

a. If the correct detail obligation was recorded in the closed
appropriation (prior to the closure of the appropriation), match the prior charge (disbursement) to
the appropriate prior obligation in the closed appropriation and reduce the unliquidated balance
of the closed appropriation. (There should be no change in the unobligated balance of the closed
appropriation.)

b. If the correct detail obligation was not recorded in the
closed appropriation (before the closure of the appropriation), or otherwise has not been
identified, make a memorandum record of the disbursement and reduce the unobligated balance
of the closed appropriation. (There should be no change in the unliquidated obligation balance
of the closed appropriation.)

2. If the adjustment would exceed the unexpended balance or the
unobligated balance of the closed appropriation, or any administrative subdivision thereof, report
a potential ADA violation and initiate a preliminary investigation in accordance with VVolume 14.

D. Reverse the Erroneous Charge. If the disbursement was erroneously
charged to an appropriation that is now current or expired, take the actions addressed in
subparagraph 110904.D.1 to reverse the erroneous charge. If the disbursement was erroneously
charged to an appropriation that is now closed, take the actions addressed in subparagraph
110904.D.2 to reverse the erroneous charge.

1. To correct an improper charge to the current or expired appropriation
that previously was charged in error, adjust the records of the current or expired appropriation by
taking one of the following two actions:
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a. If a recoupment applies to a disbursement that either was
matched erroneously to an obligation or remained unmatched, record a recoupment reversing the
prior disbursement.

b. If the recoupment applies to a previous UMD, NULO, or
in-transit disbursement for which an obligation or obligation adjustment was established in
accordance with paragraph 110905, record the recoupment as an offset to the obligation or
obligation adjustment and reverse the obligation or obligation adjustment.

2. To correct the improper charge to a closed appropriation that was
previously charged in error, process a recoupment reversing the erroneous charge to the closed
appropriation. Adjust the records of the closed appropriation by taking one of the following two
actions, as appropriate:

a. If the recoupment applies to a disbursement that either was
matched erroneously to the wrong obligation or remained unmatched in the accounting records
(prior to the closure of the appropriation), record a memorandum recoupment offsetting the
disbursement and increase the unliquidated obligation balance of the closed appropriation.

b. If the recoupment applies to a UMD, NULO, or in-transit
disbursement for which the unobligated balance of the closed appropriation was reduced in
accordance with paragraph 110905, record the memorandum recoupment as an offset to the
previous decrease in the unobligated balance and increase the unobligated balance of the closed
appropriation.

110905. Posting Requirements — Unidentified Obligation

This paragraph describes the posting requirements when the correct obligation has not
been identified within the specified timeframes (paragraphs 110301, 110501, 111401.B, 111404,
and 111405). As stated in section 1104, obligations are to be established/adjusted, and/or
unobligated balances reduced, as appropriate, for disbursements that have not been matched to
the correct obligation.

A. Transactions in Closed Accounts

1. Unmatched Disbursements

a. Charge the closed appropriation in which the UMD resides
by reducing the unobligated balance. Unobligated balances may be reduced either at the detail
(individual) transaction or summary level.

1) If the summary method is used, the summary

memorandum unobligated balance adjustments must be substantiated by detail transaction
listings of each UMD making up the summary amount.
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@) If posted at the detail-level, record a memorandum
unobligated balance adjustment in the accounting records for each UMD being cleared.

b. Increase the unliquidated obligation balance of the closed
appropriation by memorandum entry.

C. If, upon reducing the unobligated balance, the unobligated
balance is exceeded at the level of ADA violation responsibility, report a potential ADA
violation and initiate a preliminary investigation in accordance with VVolume 14.

2. Negative Unliguidated Obligations

a. Charge the closed appropriation in which the NULO
resides by reducing the unobligated balance. Unobligated balances may be reduced either at the
detail (individual) transaction or summary level.

1) If the summary method is used, the summary
memorandum unobligated balance adjustments must be substantiated by detail transaction
listings of each NULO making up the summary amount.

@) If posted at the detail-level, record a memorandum
unobligated balance adjustment in the accounting records for each NULO being cleared.

b. Increase the unliquidated obligation balance of the closed
appropriation by memorandum entry.

C. If, upon reducing the unobligated balance, the unobligated
balance is exceeded at the level of ADA violation responsibility, report a potential ADA
violation and initiate a preliminary investigation in accordance with VVolume 14.

3. In-Transit Disbursements

a. The unobligated balance of the cited closed appropriation
must be reduced for overaged in-transit disbursements. Overaged in-transit disbursements must
be charged in the same manner as unmatched disbursements as provided for in subparagraph
110905A.1.

b. If a disbursement transaction identifies a specific fund
holder, that fund holder must provide the supporting accounting office with a memorandum
obligation document. If the funds holder did not hold funds for the fiscal year charged, or a fund
holder was not identified in the transaction record, the appropriation manager must designate a
specific fund holder to take those actions required in subparagraph 110905A.1.
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B. Transactions in Current and Expired Accounts
1. Unmatched Disbursements
a. Charge the current or expired appropriation in which the

UMD(s) resides by establishing a formal obligation for the UMD(s) in the appropriation. The
impact should be a reduction of the unobligated balance. Obligations may be posted either at the
detail (individual) transaction or summary level.

1) If the summary obligation method is used, such
summary obligation amounts must be substantiated by detail transaction listings of each UMD
making up the summary amount.

(@) If posted at the document level, record an obligation
adjustment in the accounting records. Post the UMD being cleared against the adjusted
obligation.

b. Increase the unliquidated obligation balance of the current
or expired appropriation.

C. If, upon recording the obligation, the obligated balance
exceeds the funds available, at the level of ADA violation responsibility, report a potential ADA
violation and initiate a preliminary investigation in accordance with VVolume 14.

2. Negative Unliguidated Obligations

a. Charge the current or expired appropriation in which the
NULO resides by establishing a formal obligation adjustment for the NULO in the appropriation.
The impact should be a reduction of the unobligated balance. Obligations may be posted either
at the detail (individual) transaction or summary level.

1) If the summary obligation method is used, such
summary obligation amounts must be substantiated by detail transaction listings of each NULO
making up the summary amount.

@) If posted at the document level, increase the amount
of the previously recorded obligation that the NULO matches by recording an obligation
adjustment in the accounting records.

b. Increase the unliquidated obligation balance of the current
or expired appropriation.

C. If, upon recording the obligation adjustment, the obligated

balance exceeds the funds available at the level of ADA violation responsibility, report a
potential ADA violation and initiate a preliminary investigation in accordance with \Volume 14.
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3. In-Transit Disbursements

a. Obligations must be established by September 30 for all
in-transit disbursement transactions in appropriations scheduled to close at the end of the current
fiscal year. Obligations for unresolved in-transit disbursement transactions must be recorded in
the same manner as UMDs as provided for in subparagraph 110905A.1.

b. If a disbursement transaction identifies a specific funds
holder, that fund holder must provide the supporting accounting office with an obligation
document. If the fund holder did not hold funds for the fiscal year charged, or if a fund holder
was not identified in the transaction record, the appropriation manager must designate a specific
fund holder to take those actions required in subparagraph 110905A.1 and 2.

C. Continue Research Efforts. The requirement to establish obligations for
unresolved overaged UMDs, NULOs, and in-transit disbursements may not eliminate the need to
complete the research and post the disbursement to the correct obligation. If continued research
is required of the fund holder, research efforts must be continued until approval to discontinue
research is obtained in accordance with section 1108.

110906. Posting Requirements — Discontinued Research Approved

This paragraph describes posting requirements when required research is unsuccessful
and discontinuance of further research is approved. The requirements addressed in
paragraphs 110906.A — B must be applied when the actions in section 1107 have been completed
and a request to discontinue further research has been submitted and approved in accordance
with section 1108.

A. Approval Before the Expiration of the Specified Timeframes. If
approval to discontinue further research occurs before the expiration of the timeframes specified
in paragraphs 110301, 110501, 111401.B, 111404, and 111405; and amounts have not been
obligated in accordance with the provisions of those paragraphs; obligations must be established
in accordance with the provisions of those paragraphs for valid obligations incurred during the
period of availability.

B. Approval After the Expiration of the Specified Timeframes. If
approval to discontinue further research occurs after the expiration of the timeframes specified in
paragraphs 110301, 110501, 111401.B, 111404, and 111405; and amounts have been obligated
in accordance with the provisions of those paragraphs, no further obligation action is required.
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1110 CORRECTION/POSTING DISBURSEMENTS — WORKING CAPITAL FUNDS

111001. General Requirements

Corrections and postings of disbursements in the Working Capital Funds (WCF) may
require adjustments to both disbursements and expenses. This section cites general procedures
for recording corrections of prior disbursements erroneously charged to the wrong obligation or
otherwise erroneously posted. The procedures are stated in general terms in recognition of the
numerous accounting systems, each of which has specific transaction identifiers and processing
requirements.

111002. Posting Requirements — Identified Obligation

This paragraph describes corrections of prior disbursements or posting errors when the
correct obligation has been identified.

A. To record a disbursement properly against an activity that should have
been charged, adjust the records of the applicable activity by making one of the budgetary
account adjustments as well as one of the propriety account adjustments. These adjustments are
addressed in paragraphs 111002.A.1 and 2:

1. Budgetary Account Adjustments

a. If a disbursement exceeds a prior obligation (i.e., created a
NULO), an adjustment to the prior obligation is required. Therefore, increase the obligation
previously recorded.

b. If a disbursement was made for which an obligation was
not recorded previously, or otherwise has not been identified, an obligation is required.
Therefore, record an obligation and match the disbursement to the obligation.

2. Proprietary Account Adjustments

a. If it has been demonstrated that the correct proprietary
account was charged previously in the correct amount, no further proprietary account adjustment
is required.

b. If the disbursement occurred in the current fiscal year, and
the correct proprietary account and adjustment(s) amount is known, make the required
proprietary account adjustment(s).

C. If the disbursement occurred in a prior fiscal year, and a
real property or depreciable property proprietary asset account should be adjusted to charge the
correct proprietary account properly in the correct amount, make the required proprietary
account adjustment(s).
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d. If the provisions of subparagraphs 111002.A.2.a — ¢ are not
applicable, charge the “extraordinary loss” proprietary account in an amount that is equal to the
amount of the obligation or obligation adjustment provided for in subparagraphs 111002.A.1.a
or b, as applicable. This extraordinary loss should be recorded in the fiscal year that is current at
the time that the obligation or obligation adjustment addressed in subparagraphs 111002.A.1.a
or b is made, irrespective of when the disbursement occurred.

B. To correct the improper charge that was charged previously in error, adjust
the records of the applicable activity by making one of the budgetary account adjustments
addressed in subparagraph 111002.B.1 and one of the proprietary account adjustments addressed
in subparagraph 111002.B.2:

1. Budget Account Adjustments

a. If a recoupment applies to a disbursement that either was
matched erroneously to an obligation or remained unmatched, record a recoupment reversing the
prior disbursement.

b. If the recoupment applies to a previous UMD, NULO, or
in-transit disbursement for which an obligation or obligation adjustment was established in
accordance with paragraph 111003, record the recoupment as an offset to the obligation or
obligation adjustment and reverse the obligation or obligation adjustment.

2. Proprietary Account Adjustments

a. If it has been demonstrated that the correct proprietary
account was charged previously in the correct amount, no further proprietary account
adjustment(s) is required.

b. If the disbursement occurred in the current fiscal year, and
the correct proprietary account and adjustment amount is known, make the required proprietary
account adjustment(s).

C. If the disbursement occurred in a prior fiscal year, and a
real property or depreciable property proprietary asset account was charged (but should not have
been charged and now should be adjusted to relieve the incorrect charge), make the required
proprietary account adjustment(s).

d. If the provisions of subparagraphs 111002.B.2.a — ¢ are not
applicable, record an “extraordinary gain” in the proprietary account in an amount that is equal to
the amount of the obligation/obligation adjustment provided for in subparagraphs 111002.B.1.a
or b, as applicable. This extraordinary gain should be recorded in the fiscal year that is current at
the time that the obligation/obligation adjustment is made as addressed in subparagraphs
111002.B.1.a or b, irrespective of when the disbursement occurred.
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111003. Posting Requirements — Unidentified Obligation

This paragraph describes posting requirements when the correct obligation has not been
identified within the timeframes specified in paragraphs 110301, 110501, 111401.B, 111404, and
111405. Obligations or adjustments to obligations, as well as expenses, are to be established for
disbursements that have not been matched to the correct obligation. These obligations or
obligation adjustments and expenses are to be processed and recorded consistent with the
requirements provided for in subparagraphs 111003.A.1 - 3.

A. Budget Account Adjustment

1. Unmatched Disbursements

a. UMDs must be obligated and expensed against the WCF
activity where the UMD resides. (If a UMD has not been identified to a specific activity, it must
be so assigned.)

b. Charge the activity in which the UMD resides by
establishing a formal obligation. Obligations may be posted either at the detail (individual)
transaction or summary level.

1) If the summary obligation method is used, the
summary obligation amounts must be substantiated by detail transaction listings of each UMD
making up the summary amount.

@) If posted at the document level, record an obligation
adjustment in the accounting records. Post the UMD being cleared against the adjusted
obligation.

C. If, upon recording the obligation, the obligated balance
exceeds the budgetary resources available at the level of ADA violation responsibility, report a
potential ADA violation and initiate a preliminary investigation in accordance with VVolume 14.

d. Record an extraordinary loss in the proprietary accounts in
an amount equal to the amount of the UMD. This extraordinary loss should be recorded in the
fiscal year that is current at the time that the obligation is made as addressed in
subparagraph 111003.A.1, irrespective of when the disbursement occurred.

2. Negative Unliguidated Obligations

a. NULOs must be obligated and expensed against the WCF
activity where the NULOs reside.

b. Charge the activity in which the NULO resides by

establishing a formal obligation adjustment. Obligations may be posted either at the detail
(individual) transaction or summary level.
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1) If the summary obligation method is used, the
summary obligation amounts must be fully substantiated by detail transaction listings of each
NULO making up the summary amount.

@) If posted at the document level, increase the amount
of the previously recorded obligation that the NULO matches by recording an obligation
adjustment in the accounting records.

C. If, upon recording the obligation adjustment, the obligated
balance exceeds the budgetary resources available at the level of ADA violation responsibility,
report a potential ADA violation and initiate a preliminary investigation in accordance with
Volume 14.

d. Record an extraordinary loss in the proprietary accounts in
an amount equal to the amount of the NULO. This extraordinary loss should be recorded in the
fiscal year that is current at the time that the adjustment is made as addressed in
subparagraph 111003.A.2.b, irrespective of when the disbursement occurred.

3. In-Transit Disbursements

a. In-transit disbursements must be obligated and expensed
against the WCF activity in which the transaction resides. If an activity is not identified in the
transaction record, the DoD Component involved must designate a specific activity.

b. In-transit disbursements must be charged in the same
manner as UMDs. Charge the activity in which the in-transit disbursements resides by
establishing a formal obligation.

C. If, upon recording the obligation, the obligated balance
exceeds the budgetary resources available at the level of ADA violation responsibility, report a
potential ADA violation and initiate a preliminary investigation in accordance with VVolume 14.

d. Record an extraordinary loss in the proprietary accounts in
an amount equal to the amount of the in-transit disbursement. This extraordinary loss should be
recorded in the fiscal year that is current at the time that the obligation is made as addressed in
subparagraph 111003A.3.b, irrespective of when the disbursement occurred.

B. Proprietary Account Adjustments. Record an extraordinary gain in the
proprietary account in an amount that is equal to the amount of the obligation or obligation
adjustment provided for in subparagraphs 111003.A.1 — 3, as applicable. This extraordinary gain
should be recorded in the fiscal year that is current at the time that the obligation or obligation
adjustment is made as addressed in subparagraphs 111003.A.1 — 3, irrespective of when the
disbursement occurred.
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C. Continue Research Efforts. The requirement to obligate and expense
UMD, NULOs, and in-transit disbursements that remain unmatched at the end of the timeframes
specified in paragraphs 110301, 110501, 111401.B, 111404 and 111405 may not eliminate the
need to complete the research and post the disbursement to the correct obligation. If continued
research is required of the fund holder, then research efforts must be continued until approval to
discontinue research is obtained in accordance with the requirements in section 1108.

111004. Posting Requirements — Discontinued Research Approved

This paragraph describes posting requirements when required research is unsuccessful
and discontinuance of further research is approved. The requirements addressed in
paragraphs 111004.A and B must be applied when the actions in section 1107 have been
completed and a request to discontinue further research has been submitted and approved in
accordance with section 1108.

A. Approval Before the Expiration of the Specified Timeframes. If approval
to discontinue further research occurs before the expiration of the timeframes specified in
paragraphs 110301, 110501, 111401.B, 111404, and 111405 and amounts have not been
obligated and expensed in accordance with the provisions of those paragraphs, obligations and
expenses must be established in accordance with the provisions of those paragraphs.

B. Approval After the Expiration of the Specified Timeframes. If approval to
discontinue further research occurs after the expiration of the timeframes specified in paragraphs
110301, 110501, 111401.B., 111404, and 111405, and amounts have been obligated and
expensed in accordance with the provisions of those paragraphs, no further obligation or expense
action is required.

1111 CORRECTION/POSTING DISBURSEMENTS - FOREIGN MILITARY SALES
TRUST FUND

111101. General Requirements

Corrections and postings of disbursements in the Foreign Military Sales (FMS) Trust
Fund may require adjustments both to disbursements and charges to FMS cases or FMS
surcharge accounts. This section cites general procedures for recording corrections of prior
disbursements erroneously charged to the wrong obligation or otherwise posted erroneously.
The requirements are stated in general terms in recognition of the numerous accounting systems,
each of which has specific transaction identifiers and processing requirements.
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111102. Special Notification Requirements

A. If the accounting office has not been able to resolve the transactions within
the timeframes specified in paragraphs 110301 and 110501 after discovery of the UMD or
NULO condition, the transactions must be forwarded to the fund holder for resolution. For FMS,
both the Defense Security Cooperation Agency (DSCA) and the fund holder must be involved in
the resolution. Notify the fund holder that he or she must fund the transaction if the transaction
is not properly matched within the specified timeframes. If required, prepare a draft case
modification for DSCA countersignature.

B. Due to FMS case management requirements, disbursements and
disbursement adjustments involving FMS funds must be coordinated with DFAS. DFAS will
establish notification and approval procedures.

111103. Posting Requirements — Identified Obligation

This paragraph describes corrections of prior disbursements or posting errors when the
correct obligation has been identified.

A. To record a disbursement properly that previously was charged
erroneously, adjust the records of the FMS case or FMS surcharge account that should have been
charged by taking one of the following two actions:

1. If a disbursement exceeds a prior obligation (i.e., created a
NULO), an adjustment to the prior obligation is required. Therefore, increase the obligation
previously recorded and match the disbursement to the adjusted obligation.

2. If a disbursement was made for which an obligation was not
recorded previously, correction action must be taken in order to record the obligation or
obligation adjustment to match the disbursement.

3. If, upon recording the obligation, the obligated balance exceeds the
budgetary resources available at the level of ADA violation responsibility, report a potential
ADA violation and initiate a preliminary investigation in accordance with Volume 14.

B. To correct an improper charge that was previously erroneously charged,
adjust the records of the applicable FMS case or FMS surcharge account charged in error by
taking one of the following two actions:

1. If a recoupment applies to a disbursement that was matched
erroneously to an obligation, record a recoupment reversing the prior disbursement.

2. If the recoupment applies to a previous UMD, NULO, or in-transit
disbursement for which an obligation or obligation adjustment was established in accordance
with paragraph 111104, record the recoupment as an offset to the obligation or obligation
adjustment and reverse the obligation or obligation adjustment.
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111104. Posting Requirements — Unidentified Obligation

This paragraph describes posting requirements when the correct obligation has not been
identified within the timeframes specified in paragraphs 110301, 110501, 111401.B, 111404, and
111405. Obligations or obligation adjustments must be established for disbursements that have
not been matched to the correct obligation and processed and recorded consistent with the
procedures provided for in subparagraphs 111104.A - D.

A. Unmatched Disbursements

1. UMDs must be obligated against the FMS case or FMS surcharge
account where the UMD resides. (If a UMD has not been identified to a specific FMS case or
FMS surcharge account, it must be assigned to the FMS administrative surcharge account.)

2. Charge the FMS case or FMS surcharge account in which the
unmatched disbursement resides by establishing a formal obligation. Obligations may be posted
either at the detail (individual) transaction or summary level.

a. If the summary obligation method is used, the summary
obligation amounts must be substantiated by detail transaction listings of each UMD making up
the summary amount.

b. If posted at the document level, record an obligation
adjustment in the accounting records. Post the UMD being cleared against the adjusted
obligation.

3. If, upon recording the obligation, the obligated balance exceeds the
budgetary resources available at the level of ADA violation responsibility, report a potential
ADA violation and initiate a preliminary investigation in accordance with VVolume 14.

B. Negative Unliguidated Obligations

1. NULOs must be obligated against the FMS case or FMS surcharge
account where the NULOs reside.

2. Charge the FMS case or FMS surcharge account in which the
NULO resides by establishing a formal obligation adjustment. Obligations may be posted either
at the detail (individual) transaction or summary level.

a. If the summary obligation method is used, the summary
obligation amounts must be substantiated by detail transaction listings of each NULO making up
the summary amount.

b. If posted at the document level, increase the amount of the

previously recorded obligation that the NULO matches by recording an obligation adjustment in
the accounting records.
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3. If, upon recording the obligation, the obligated balance exceeds the
budgetary resources available, at the level of ADA violation responsibility, report a potential
ADA violation and initiate a preliminary investigation in accordance with VVolume 14.

C. In-Transit Disbursements

1. In-transit disbursements must be obligated against the FMS case or
FMS surcharge account in which the transaction resides. If an FMS case or FMS surcharge
account is not identified in the transaction record, it must be assigned to the FMS administrative
surcharge account.

2. In-transit disbursements must be charged in the same manner as
UMDs. Charge the FMS case or FMS surcharge account in which the in-transit disbursements
resides by establishing a formal obligation.

3. If, upon recording the obligation, the obligated balance exceeds the
budgetary resources available, at the level of ADA violation responsibility, report a potential
ADA violation and initiate a preliminary investigation in accordance with VVolume 14.

D. Continue Research Efforts. The requirement to obligate and expense
UMD, NULOs, and disbursements in-transit that remain unmatched at the end of the specified
timeframes specified may not eliminate the need to complete the research and post the
disbursement to the correct obligation. If continued research is required of the fund holder,
research efforts must be continued until approval to discontinue research is obtained in
accordance with the procedures in section 1108.

111105. Posting Requirements — Discontinued Research Approved

This paragraph describes posting requirements when required research is unsuccessful
and discontinuance of further research is approved. The requirements addressed in paragraphs
111105.A and B must be applied when the actions in section 1107 have been completed and a
request to discontinue further research has been submitted and approved in accordance with
section 1108.

A. Approval Before the Expiration of the Specified Timeframes. If approval
to discontinue further research occurs before the expiration of the timeframes discussed in
paragraph 111104 and amounts have not been obligated and expensed in accordance with the
provisions of that paragraph, obligations must be established in accordance with these
provisions.

B. Approval After the Expiration of the Specified Timeframes. If approval to
discontinue further research occurs after the expiration of the timeframes discussed in paragraph
111104 and amounts have been obligated and expensed in accordance with the provisions of that
paragraph, no further obligation or expense action is required.
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1112 CORRECTIONS OF DISBURSEMENTS — MULTIPLE FUND TYPES

When correcting disbursement transactions that were erroneously charged to one fund
type (e.g., appropriated fund) that should have been charged to another fund type (e.g.,WCF or
trust fund), apply the requirements for each fund type involved. For example, for a disbursement
that was charged erroneously to an appropriated fund that should have been charged to a WCF,
the recoupment to the appropriated fund should be processed in accordance with the applicable
recoupment paragraph in section 1109, while the charge to the WCF should be processed in
accordance with the applicable paragraph in section 1110.

1113 CORRECTIONS REQUIRING NEW DISBURSEMENTS OR COLLECTIONS
111301. General Requirements

When the correction requires a new disbursement or collection, process the corrective
action in accordance with sections, 1109, 1110, 1111, or 1112, as applicable. Additionally,
process the new disbursement or collection in accordance with the provisions of paragraph
111302, if the disbursement or collection does not involve a closed appropriation. Process the
transaction in accordance paragraph 111303, if the disbursement or collection involves a closed
appropriation.

111302. Current/Expired Appropriation or Working Capital/Trust Fund

For disbursements or collections that are chargeable to a current or expired appropriation,
W(CEF, or trust fund:

A. Disbursement. When a new cash disbursement involves a current or
expired appropriation, WCF, or trust fund and a closed appropriation is not involved, process and
record the disbursement in accordance with existing requirements for new disbursements for
such accounts.

B. Collection. When a new cash collection involves a current or expired
appropriation, WCF, or trust fund and a closed account is not involved, process and record the
collection in accordance with existing requirements for collections for such accounts.

1113083. Closed Appropriation

For disbursements or collections that are properly chargeable to a closed appropriation
(except that the appropriation is closed):

A. Disbursement. When a new disbursement involves an amount that
otherwise is properly chargeable to a closed appropriation except that the appropriation is closed,
comply with the provisions of the closing accounts legislation (summarized in subparagraphs
110402.E - F).
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1. Record and report the charge as a new obligation and a
disbursement in a currently available appropriation that is available for the same purpose as the
closed appropriation. If the obligation causes the cumulative one percent limit (identified in
subparagraph 110402.F) to be exceeded, no disbursement can be made. The office funding the
proposed payment (contract) must contact the cognizant Military Department Assistant Secretary
(FM&C) or the Defense Agency Comptroller for referral to OUSD(C) for appropriate
disposition.

2. Adjust the records of the closed appropriation to reflect the new
disbursement by taking one of the following two actions, as appropriate:

a. Reduce the wunliquidated balance of the closed
appropriation if the correct detail obligation was recorded in the closed appropriation prior to the
closure of the appropriation. (There should be no change in the unobligated balance of the
closed appropriation.) Match the current charge (disbursement) to the appropriate prior
obligation in the closed appropriation.

b. Make a memorandum record of the disbursement and
reduce the unobligated balance of the closed appropriation if the correct detail obligation was not
recorded in the closed appropriation prior to the closure of the appropriation. (There should be
no change in the unliquidated obligation balance of the closed appropriation.)

3. The disbursement must not be issued if the adjustment required by
subparagraphs 111303.A.2.a or b, would exceed the unexpended balance of the closed
appropriation, or if reducing the unobligated balance in accordance with the provisions of
subparagraph 111303.A.2.b, would result in a negative unobligated balance at the appropriation
level.

4, If the disbursement is made, a potential ADA violation must be
reported and a preliminary investigation initiated if the adjustments required by subparagraphs
111303.A.2.a or b (a) would not exceed the unexpended balance or the unobligated balance at
the appropriation level, but (b) would exceed the unexpended balance or the unobligated balance
of an administrative subdivision of the appropriation that has ADA violation responsibility.

B. Collection. When a new cash refund or other collection involves an
amount that otherwise would be refunded or collected to a closed appropriation except that the
appropriation is closed, comply with the provisions of the closing accounts legislation.

1. Deposit the collection to the Treasury miscellaneous receipt
account.

2. Increase the unobligated or unliquidated balance of the closed
appropriation, as appropriate, to reflect each refund or collection deposited into the Treasury
account. Adjust the records of the closed appropriation to reflect the new refund or collection by
taking one of the following two actions, as appropriate:
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a. If the collection applies to an accounts receivable that had
been established prior to the closure of the appropriation, record a memorandum collection
offsetting the receivable and increase the unobligated balance of the closed appropriation.

b. If the collection applies to a disbursement that was not
established as an account receivable prior to the closure of the appropriation, record a
memorandum collection as an offset to the previous disbursement and increase the unliquidated
obligation balance of the appropriation.

1114 PROCESSING IN-TRANSIT DISBURSEMENTS
111401. General Requirements

This paragraph addresses all in-transit disbursement transactions including interfund
transactions and disbursements originating outside the Department.

A. All disbursements must be recorded and matched to their corresponding
obligation records as promptly as current systems and business practices permit. Nevertheless, at
any given time, a percentage of the Department’s disbursements may be in-transit from the
disbursing office or entitlement activity to the applicable accounting office. Disbursements are
considered in-transit disbursements when they have been reported by the disbursing office,
through a paying center to Treasury and charged against the Department’s fund balances but:

1. Have not yet been received by the applicable accounting office;

2. Have been received by the applicable accounting office but not yet
entered into the accounting office’s database; or

3. It has been determined that there is insufficient information to
process.

B. The following timeframes are applicable for processing and obligating
in-transit disbursement transactions:

1. In-transit disbursements must be processed and resolved in
accordance with paragraphs 111404 — 111406.

2. Obligations must be established and recorded for all unresolved in-
transit disbursement transactions no later than September 30 of the year that the cited
appropriation is scheduled to be closed, regardless of the age of the transaction.

3. In-transit disbursement transactions that cite closed accounts must
be processed in accordance with paragraphs 111404 — 111406. However, obligations for all such
in-transit disbursements must be established and recorded no later than September 30 each year
(notwithstanding the applicability of the requirements in subparagraph 111401.B.1).
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C. In-transit disbursements must be properly certified. A thorough
certification process helps to reduce disbursements with invalid accounting lines and, thus,
should result in fewer unresolved in-transit disbursements.  Additionally, certification
requirements should help to prevent erroneous payments. Responsibilities for obligating and
reporting erroneous payments are delineated in Volume 5, Chapter 6.

D. Reject procedures described in paragraphs 111404 and 111405 apply to all
transactions except the following:

1. Transactions originating outside the DoD.

2. Transactions amounting to $2,500 or less.  However, all
transactions related to travel advances and settlements, pay entitlements, and FMS must be
rejected in accordance with paragraphs111404 and 111405.

3. Suspected fraudulent transactions must be reported immediately to
the Defense Criminal Investigative Service.

111402. Reasons In-Transits Occur

A. In-transit disbursements generally occur when a disbursing office or
entitlement activity and the applicable accounting office are not geographically collocated and do
not share the same accounting record database. As a result, the disbursing office or entitlement
activity must transmit disbursement transactions and supporting information to the appropriate
accounting office. Supporting information may be electronic or hardcopy.

B. An unresolved in-transit disbursement occurs when a disbursement is not
matched to the correct obligation because either: (1) it cannot be or has not been routed to the
correct accounting office, or (2) the accounting office does not have sufficient information to
allow it to attempt to process the in-transit disbursement.

C. Once the applicable accounting office has received, and has sufficient
information to allow it to attempt to match the disbursement with an existing obligation in its
database, the disbursement is no longer considered to be an in-transit disbursement. Rather, the
disbursement is treated as a matched disbursement, a UMD (when an obligation record is not
found), or a NULO (when an obligation record exists but the disbursement amount exceeds the
amount of the recorded obligation). When UMDs and NULOs result, manual intervention must
be taken to research, obligate, and record the disbursement in accordance with sections 1104
through 1107.

D. An unresolved in-transit disbursement falls within one of two basic
categories: (1) within-center disbursement, or (2) cross-disbursement.
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1. Within-center  Disbursement. A within-center in-transit
disbursement is created when a disbursing office makes a payment for an accounting office that
reports to the same DFAS Center as the disbursing office, but the accounting office and the
disbursing office do not share the same database.

2. Cross-Disbursement. A cross-disbursement is created when a
disbursing office makes a payment for an accounting office that reports to a DFAS center other
than the center to which the disbursing office reports. A cross-disbursement also is created when
a non-DoD federal agency (such as the Department of State) makes a payment charged to a DoD
account.

E. Depending on the type of in-transit disbursement (within-center
disbursement or cross-disbursement), one or more of the following may be involved in
processing an in-transit disbursement transaction: An entitlement activity, a disbursing office, a
paying center, an accounting center, and an accounting office. The primary responsibilities of
these activities for in-transit disbursements are:

1. Entitlement Activity. An entitlement activity is responsible for
certifying the validity of payments on behalf of one or more DoD Components; and
consequently, is responsible for obtaining, maintaining, and providing sufficient supporting
documentation for such payments. In the case of centralized disbursing, supporting
documentation remains with the entitlement activity rather than the disbursing office.

2. Disbursing Office. A disbursing officer (DO) is responsible for
disbursing and collecting funds on behalf of one or more DoD Components as well as obtaining,
maintaining, and providing sufficient supporting documentation for such transactions. In the
case of centralized disbursing, documentation functions may take place at an entitlement activity
rather than at a disbursing office. Disbursing offices also are responsible for reporting
disbursements and collections to a paying center using a unique four-digit disbursing station
symbol number (DSSN) assigned by Treasury.

3. Paying Center. A paying center is responsible for consolidating
disbursements and collections transmitted by DOs that report to the center, and for reporting the
DOs’ returns by assigned DSSNs to Treasury. For within-center disbursements, the paying
center also is the accounting center and maintains the status of funds for the appropriations cited
on the disbursement transactions.

4. Accounting Center. An accounting center is responsible for
receiving and processing status of funds reports from accounting offices that support DoD
Component fund holders. For cross-disbursements, an accounting center may distribute
in-transit disbursements received from paying centers to accounting offices and monitor the
status of disbursement recordation. For within-center disbursements, the accounting center also
acts as a paying center.
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5. Accounting Office. An accounting office is responsible for
maintaining accounting records of assigned fund holders. All accounting offices are assigned a
six-digit Agency Accounting ldentifier Code (fiscal station number, authorization accounting
activity, or accounting and disbursing station number). All disbursement transactions eventually
must be distributed to an accounting office, recorded against a valid obligation, and reported on
status of funds reports. All accounting offices within the Department report through the DFAS
Centers at Cleveland, Columbus or Indianapolis.

F. Accounting and disbursing activities are responsible for monitoring
in-transit disbursement activity and ensuring compliance with established in-transit policies.
Specifically, accounting and disbursing activities must monitor and provide oversight to ensure
that in-transit disbursements are processed and obligated in a timely manner consistent with
approved policies.

1114083. Required Documentation

A. The applicable disbursing office or entitlement activity must use either
electronic or hard copy-based processes to provide detailed supporting documentation
(supplemental information) to the applicable paying center, accounting center, or accounting
office. If adequate detailed accounting data is transmitted electronically, it is not necessary to
forward paper copies unless specifically requested for a particular transaction.

B. The applicable disbursing office or entitlement activity must ensure that
each in-transit disbursement transaction is supported by documentation that identifies the
disbursing office and/or entitlement activity, cycle number, voucher number, appropriation/fiscal
year, limitation or subhead, amount, accounting office code, obligation document number, and
other information that identifies the obligation, as applicable.

1. An in-transit disbursement must be rejected to the disbursing office
(or applicable center) immediately if the documentation/information in support of the in-transit
disbursement:

a. Identifies a departmental code or basic symbol of a
Component not serviced by the applicable center.

b. Identifies funds (e.g., an allotment serial number) not
serviced by the accounting office.

C. Reveals that an in-transit disbursement is fraudulent.
(Additionally, the Defense Criminal Investigative Service must be notified immediately.)

2. Requests for additional documentation/information must be made
when one or more of the following conditions exist:

a. Detailed data (electronic or otherwise) is illegible or
garbled, out-of-balance, or lacks sufficient detail to process.
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b. Hard copy or electronically transmitted detailed data

contains an invalid accounting citation.
C. The transaction amount on the automated cross-

disbursement register does not agree with the amount on the voucher and/or supporting
documentation.

d. The amount of summary charges reported to Treasury does
not equal the detail reported by the paying offices.

3. Generally, requests for additional supporting documentation must
be made to enable the proper matching of obligations and disbursements and must be limited to
the requirements delineated in subparagraph 111403.B.

4. Requests for supporting documentation/information must be dated
and made in writing (or other documented form of communication).

5. Disbursing offices or entitlement activities and accounting offices
must communicate with and transmit supporting documentation directly to each other to
minimize in-transit disbursement resolution and processing time.

111404, Processing and Obligating Within-Center

Generally, a within-center in-transit disbursement transaction involves: (1) a disbursing
office or entitlement activity, (2) an accounting center, and (3) an accounting office. Accounting
centers monitor disbursement activity transmitted by disbursing offices and recorded by
applicable accounting offices. Disbursing offices or entitlement activities and accounting offices
may communicate with and transmit data and supporting documentation (or supplemental
information for electronic transmittals) directly to each other to minimize in-transit disbursement
processing time. When other research means have been exhausted and additional documentation
is requested by an accounting center or accounting office, the disbursing office or entitlement
activity must transmit the requested documentation directly to the requesting activity to shorten
resolution and processing time.

A. Disbursing Office or Entitlement Activity. In the performance of its duties
as it pertains to processing within-center in-transit disbursements, a disbursing office or
entitlement activity may: (1) suspend transactions submitted for payment, (2) transmit
disbursements to its accounting center (also acting as a paying center), (3) process requests for
supporting documentation received from an accounting center (or accounting office), or
(4) research and resolve rejected disbursements.
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1. Suspend Disbursements. A disbursing office or entitlement
activity must suspend processing a transaction submitted for payment pending receipt of
sufficient supporting documentation, to include evidence of a preexisting obligation against the
designated funds, and an authorized acceptance of the material or services received. The
disbursing office or entitlement activity must follow requirements for prevalidation of the
proposed disbursement to verify that an existing obligation is recorded for the designated funds.

2. Transmit Disbursements. A disbursing office or entitlement
activity must process and transmit disbursement transactions on a weekly basis and on a daily
basis where feasible. Transmission must include sufficient supporting documentation (hardcopy
or electronic) to its accounting center (or accounting office). When the disbursing office or
entitlement activity transmits the disbursement to its accounting center (or accounting office), the
disbursement is in an in-transit status.

3. Process Requests. Within 30 days of a request from an accounting
center or accounting office for additional supporting documentation, a disbursing office or
entitlement activity must provide the requested documentation to the requesting activity.
Generally, requests for additional supporting documentation are intended to enable the proper
matching of obligations and disbursements and should be limited to the requirements delineated
in subparagraph 111403.B. Disbursing offices or entitlement activities and accounting offices
must communicate directly with and transmit data and supporting documentation directly to each
other to minimize in-transit processing time.

4. Research and Resolve Rejects. A reject occurs when a transaction
is returned to a disbursing office or entitlement activity for additional information.

B. Accounting Center. In the performance of its duties as it pertains to
processing within-center in-transit disbursements, an accounting center may: (1) transmit
disbursements to an accounting office, (2) request documentation from a disbursing office or
entitlement activity, or (3) process rejects.

1. Transmit Disbursements.  If the process for within-center
disbursement involves the accounting center in distributing disbursement transactions, an
accounting center must transmit the disbursement transaction to the applicable accounting office
within 30 days of disbursement.

2. Request Documentation. Within 30 days of the date of
disbursement of an in-transit transaction by a disbursing office or entitlement activity, an
accounting center must ensure that supporting documentation (electronic or otherwise) has been
transmitted by the disbursing office or entitlement activity to either the accounting center or
directly to the accounting office, whichever is applicable. If the accounting center determines
that supporting documentation has not been transmitted, the accounting center immediately must
request that the disbursing office or entitlement activity submit the supporting documentation
within 30 days.
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3. Reject Transactions. If sufficient supporting documentation is not
obtained within 30 days of request or a total of 60 days after disbursement, or the accounting
office submits a valid reject, the accounting center immediately must reject the disbursement to
the DO, as applicable.

C. Accounting Office. In the performance of its duties as it pertains to
processing and obligating within-center in-transit disbursements, an accounting office may:
(1) process disbursement transactions, (2) request documentation from a disbursing office or
entitlement activity, or (3) reject disbursement transactions.

1. Process Transactions. Within 30 days of receipt (electronic or
otherwise) of an in-transit disbursement, the applicable accounting office must review the
transaction to ensure that there is sufficient information to determine its accountability for the
transaction and take action in accordance with subparagraphs 111404.C.1.a - c.

a. If an accounting office cannot establish its accountability
for the disbursement, the disbursement must be rejected back to the accounting center in
accordance with subparagraph 111404.C.3.

b. If an accounting office determines that there is sufficient
information to properly record a disbursement, the accounting office must match the
disbursement with its corresponding obligation and record the disbursement. However, the
following conditions may occur:

1) If the applicable obligation is not in the accounting
database, the disbursement must be recorded as a UMD. The UMD must be resolved in
accordance with sections 1104 through 1107.

@) If the applicable obligation is in the accounting
database, but the amount of the disbursement exceeds the amount of the recorded obligation, the
disbursement must be recorded as a NULO. The NULO must be resolved in accordance with
sections 1104 through 1107.

C. If the accounting office determines that there is not
sufficient supporting documentation to allow the disbursement to be matched to an obligation,
the accounting office must request supporting documentation in accordance with subparagraph
111404.C.2.
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2. Request Documentation. Within 30 days of receipt (electronic or
otherwise) of an in-transit disbursement transaction from the accounting center (or the DO or
entitlement activity), an accounting office must review the transaction to ensure that there is
sufficient information for the applicable accounting office to determine its accountability for the
disbursement transaction. If the accounting office determines that it is accountable for the
transaction but that there is not sufficient information to properly record that transaction, the
accounting office must immediately request that the disbursing office or entitlement activity
research the disbursement transaction and provide the requested documentation to the accounting
office within 30 days of the request.

a. Immediately upon receipt (electronic or otherwise) of
supporting documentation from a disbursing office or entitlement activity, the applicable
accounting office must attempt to match the disbursement with its corresponding obligation and
record the disbursement.

b. If supporting documentation is not received within 30 days
of request, the accounting office must reject the in-transit disbursement in accordance with
subparagraph 111404.C.3. However, transactions $2,500 or less must be recorded as a UMD (as
required by paragraph 111401.D) and researched in accordance with paragraph 110501.

3. Reject Disbursement Transactions. Upon making a determination
that accountability for a disbursement transaction belongs to another accounting office, or that
supporting documentation will not be received, an accounting office must immediately reject the
disbursement transaction to its accounting center or the responsible DO, whichever is applicable.

111405. Processing Cross-Disbursed In-transit Disbursements

Generally, a cross-disbursed in-transit disbursement transaction involves: (1) a
disbursing office or entitlement activity, (2) a paying center, (3) an accounting center, and (4) an
accounting office. Although paying and accounting centers monitor disbursement activity
transmitted by entitlement activities and recorded by applicable accounting offices, disbursing
offices or entitlement activities and accounting offices must communicate with and transmit
supporting documentation (or supplemental information for electronic transmittals) directly to
each other to minimize in-transit disbursement processing time.

A. Disbursing Office or Entitlement Activity. In the performance of its duties
as it pertains to processing cross-disbursed in-transit disbursements, a disbursing office or
entitlement activity may: (1) suspend disbursements submitted for payment, (2) transmit
disbursements to its paying center, or (3) process requests for supporting documentation.

1. Suspend Disbursements. A disbursing office or entitlement
activity may suspend processing a transaction submitted for payment pending receipt of
sufficient supporting documentation, to include evidence of a preexisting obligation against the
designated funds, and an authorized acceptance of the material or services received. The
disbursing office or entitlement activity must follow requirements for prevalidation of the
proposed disbursement to verify that an existing obligation is recorded for the designated funds.
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2. Transmit Disbursements. A disbursing office or entitlement
activity must process and transmit disbursement transactions on a weekly basis and on a daily
basis where feasible. The transmission must include sufficient supporting documentation
(hardcopy or electronic), to its paying center. When the disbursing office or entitlement activity
transmits the disbursement to its paying center, the disbursement transaction is in an in-transit
status.

3. Process Requests. Within 30 days of a request from an accounting
center or accounting office for additional supporting documentation, a disbursing office or
entitlement activity must provide the requested documentation to the requesting activity.
Generally, requests for additional supporting documentation are intended to enable the proper
matching of obligations and disbursements and should be limited to the requirements delineated
in subparagraph 111403.B. Disbursing offices or entitlement activities and accounting offices
must communicate directly with and transmit data and supporting documentation directly to each
other to minimize in-transit processing time.

B. Paying Center. In the performance of its duties as it pertains to processing
cross-disbursed in-transit disbursements, a paying center may transmit disbursements to an
accounting center or request documentation from a disbursing office or entitlement activity.

1. Transmit Disbursements. Within 30 days of disbursement, and
daily where feasible, a paying center must transmit disbursement transactions, with sufficient
supporting documentation (electronic or otherwise), to the applicable accounting center.

2. Request Documentation. Within 30 days of disbursement, a
paying center must ensure that supporting documentation has been transmitted by the disbursing
office or entitlement activity to either the paying center or directly to the accounting office, as
applicable. If the paying center determines that there is not sufficient documentation, the paying
center immediately must request that the disbursing office or entitlement activity submit the
supporting documentation within 30 days.

C. Accounting Center. In the performance of its duties as it pertains to
processing cross-disbursed in-transit disbursements, an accounting center may transmit
disbursements to an accounting office or request documentation from a disbursing office or
entitlement activity.

1. Transmit Disbursements. Within 30 days of receipt (electronic or
otherwise) of an in-transit disbursement transaction from a paying center, an accounting center
must review the transaction to ensure that there is sufficient information to identify the
accounting office. If the accounting center determines that there is sufficient information, the
accounting center must immediately transmit the disbursement transaction to the applicable
accounting office.
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2. Request Documentation. Within 30 days of receipt (electronic or
otherwise) of an in-transit disbursement transaction from a paying center, an accounting center
must review the transaction to ensure that there is sufficient information to identify the
accounting office. If the accounting center determines that there is not sufficient information, the
accounting center must immediately request that the applicable disbursing office or entitlement
activity research the disbursement transaction and provide the requested documentation to the
accounting center or accounting office within 30 days of the request.

D. Accounting Office. In the performance of its duties as it pertains to
processing cross-disbursed in-transit disbursements, an accounting office may: (1) process
disbursement transactions, (2) request documentation from an accounting center or disbursing
office or entitlement activity, or (3) reject disbursement transactions.

1. Process Transactions. Within 30 days of receipt (electronic or
otherwise) of an in-transit disbursement transaction, an accounting office must review the
transaction to ensure that there is sufficient information for the applicable accounting office to
determine its accountability for the disbursement transaction and take action in accordance with
subparagraphs 111405.D.1.a - c.

a. If an accounting office cannot establish its accountability
for the disbursement, the in-transit disbursement must immediately be rejected back to the
accounting center in accordance with subparagraph 111405.D.3.

b. If an accounting office determines that there is sufficient
information to properly record a disbursement, the accounting office must match the
disbursement with its corresponding obligation and record the disbursement. However, the
following conditions may occur:

1) If the applicable obligation is not in the accounting
database, the disbursement must be recorded as a UMD. The UMD must be resolved in
accordance with sections 1104 through 1107.

@) If the applicable obligation is in the accounting
database, but the amount of the disbursement exceeds the amount of the recorded obligation, the
disbursement must be recorded as a NULO. The NULO must be resolved in accordance with
sections 1104 through 1107.

C. If the accounting office determines that there is not
sufficient supporting documentation to allow the disbursement to be matched to an obligation,
the accounting office must request supporting documentation in accordance with subparagraph
111405.D.2.
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2. Request Documentation. Within 30 days of receipt (electronic or
otherwise) of an in-transit disbursement transaction, the accounting office must review the
transaction to ensure that there is sufficient information for it to determine its accountability for
the disbursement transaction. If the accounting office determines that it is accountable for the
transaction but that there is not sufficient information to properly record the transaction, it must
immediately request that the disbursing office or entitlement activity research the disbursement
transaction and provide the required documentation to the accounting office within 30 days of
the request.

a. Immediately upon receipt (electronic or otherwise) of
sufficient documentation from the disbursing office or entitlement activity, the applicable
accounting office must attempt to match the disbursement with its corresponding obligation and
record the disbursement.

b. If supporting documentation is not received within 30 days
of request, the accounting office must reject the in-transit disbursement in accordance with
subparagraph 111405.D.3. However, transactions $2,500 or less must be recorded as a UMD (as
required by subparagraph 111401.D) and researched in accordance with paragraph 110501.

3. Reject Disbursement Transactions. Upon making a determination
that accountability for a disbursement transaction belongs to another accounting office or that
supporting documentation will not be provided, an accounting office must reject the
disbursement transaction to its accounting center.

111406. Additional Responsibilities for Resolving In-transit Disbursements

A. Ultimately, in-transit disbursements must be matched to an obligation by
an accounting office or declared an erroneous payment by a disbursing office. In accordance
with paragraphs 111404 and 111405, an in-transit disbursement transaction with supporting
documentation must be transmitted to an accounting office as efficiently as feasible for
recordation.

B. The following responsibilities apply for all in-transit disbursements:

1. Once an accounting office has sufficient supporting documentation
(hard copy or electronic) to allow it to match an in-transit disbursement with an obligation, it
must process the in-transit disbursement and treat it as a matched disbursement, UMD, or NULO
depending on whether the disbursement was matched to an obligation. All UMDs and NULOs
must be researched and obligated in accordance with sections 1103 through 1107.
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2. If a disbursement is matched to a specific obligation,
appropriation, funds holder or DoD Component; the accounting office, paying center, accounting
center, disbursing office, or entitlement activity involved must work with the applicable office,
center, funds holder and/or DoD Component to transfer the charge to the appropriate funds
holder, appropriation manager or DoD Component (notwithstanding the actions required by
subparagraph 111406.B.1). Any resulting UMD or NULO must be researched and obligated in
accordance with sections 1103 through 1107.

C. DFAS Headquarters must monitor and maintain reports on all unprocessed
in-transit disbursements, undistributed in-transit disbursements, or any other in-transit
disbursements. Such reports must identify the applicable disbursing office, paying center,
accounting center and accounting office, the amount, as well as appropriate corrective actions
being taken. DFAS Headquarters also must ensure that in-transit disbursements are processed,
resolved, obligated, or reported as erroneous payments in accordance with applicable provisions
and within the applicable timeframes specified in this chapter.

1115 REPORTING REQUIREMENTS
111501. Data Collection Requirements

DFAS is responsible for collecting and consolidating data and reporting on the amounts
and the status of UMDs, NULOs, and in-transit disbursements.

111502. Monthly Reporting Requirements

The DoD Component accounting offices must transmit a status report identifying all
disbursement transactions that have not been matched to an obligation to DFAS Headquarters on
a monthly basis. DFAS will specify the format and detail reporting requirements.

1116 RECORD RETENTION

DoD Components, and supporting accounting offices, must maintain an audit trail with
adequate records to substantiate all transactions, amounts and actions taken with respect to the
research and clearing of UMDs, NULOs, and in-transit disbursements. This includes, but is not
limited to determinations that selected transactions meet the criteria for discontinuing further
research, and detail and summary records of adjustments made in accordance with this chapter.
Components must maintain these records to ensure an adequate audit trail and to respond to
inquiries from organizations internal and external to the Department. See Volume 1, Chapter 9
for DoD policy on record retention.
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VOLUME 3, CHAPTER 12: POLICIES AND PROCEDURES GOVERNING THE USE
OF THE “FEED AND FORAGE” AUTHORITY OF SECTION 3732, REVISED
STATUTES (41 U.S.C. 11)”

SUMMARY OF MAJOR CHANGES

All changes are denoted by blue font.

Substantive revisions are denoted by an * symbol preceding the section, paragraph,
table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue and underlined font.

The previous version dated December 2008 is archived.
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Overall Date Refresh Refresh
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Statutes”.
120205 Adds requirement to report anticipated use of authority Add
Adds requirement to report obligations through Military
120208 Departments to USD(C) Add
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CHAPTER 12

POLICIES AND PROCEDURES GOVERNING THE USE OF THE “FEED AND
FORAGE” AUTHORITY OF SECTION 3732, REVISED STATUTES (41 U.S.C. 11)

1201. OVERVIEW
120101. Purpose

This chapter establishes departmental policy and basic procedures to be followed with
respect to the use of the authority of Section 3732, Revised Statutes (41 U.S.C. 11). That statute
authorizes the Military Departments to incur obligations for specific purposes in excess of
appropriations available.

120102. General

A. Title 41, United States Code, section 11, authorizes the Military
Departments to incur obligations in excess of available appropriations in procuring or furnishing
clothing, subsistence, forage, fuel, quarters, transportation, or medical and hospital supplies not
to exceed the necessities of the current fiscal year.

B. Title 10, United States Code, section 2204, requires the Secretary of
Defense to approve scheduled rates of obligations of funds appropriated to the Department for
the purpose of restricting obligations and expenditures as may be necessary to prevent overdrafts
and deficiencies in any fiscal year for which appropriations are made. Section 2204 does not
prohibit the Department from incurring a deficiency as separately authorized by law.

C. Volume 14 of this Regulation (which implements 31 U.S.C. 1517(a))
establishes the basic system of controls and other fundamental requirements for the
administration of appropriations and funds. The system of administrative controls was designed
to (1) restrict obligations and expenditures against appropriations and funds to the amounts
available therein or to the amounts apportioned, and (2) enable officials to fix responsibility in
the officers and employees of the Department who may violate any provision of the law or
regulation.

1202. POLICY AND PROCEDURES
120201. Urgent Circumstance

The Department shall limit its use of the authority in 41 U.S.C. 11 to emergency
circumstances. The exigencies of those circumstances must be such that immediate action is
imperative and action cannot be delayed long enough to obtain sufficient funds to cover the
procurement or furnishing of those items in paragraph 120102.A., above, needed for the current
fiscal year. In determining the urgency of the circumstances, due consideration shall be given in
each specific case to the feasibility of obtaining funds by use of telephones, facsimile machines,
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or other electronic means. The authority of 41 U.S.C. 11 shall not be used to circumvent the
provisions of 31 U.S.C. 1517(a).

120202. Condition and Circumstance

It is not considered practicable to define specifically the conditions and circumstances
which conceivably could constitute an emergency. Each instance in which the authority of 41
U.S.C. 11 is to be used must be determined on a case-by-case basis in accordance with the policy
guidelines in this chapter.

120203. Administering Funds

Funds shall be administered in accordance with the system of administrative controls
established by Volume 14 of this Regulation in such a manner that officials, responsible for
administering each appropriation, allocation, allotment, and other fund subdivisions, may take
timely action to prevent overobligation of any fund subdivision, notwithstanding 41 U.S.C. 11.

120204. Overobligation

Overobligation of any appropriation or fund subject to apportionment, or any subdivision
thereof for procurement or furnishing of those items in paragraph 120102.A., above, shall be
deemed to be a violation of the Antideficiency Act. There are two exceptions: (a) If the
overobligation was made in emergency circumstances in accordance with the spirit and intent of
provisions set forth above, and (b) if such procurements are not in excess of the necessities to
relieve the period of emergency. However, for the second exception, the necessities for such
period cannot exceed the necessities of the current fiscal year.

*120205. Valid Requirements
Proposed or anticipated use of 41 U.S.C. 11 authority to incur obligations shall be
reported, in advance when feasible, through financial management channels. When it is
necessary to create or authorize an overobligation for the purposes set forth in 41 U.S.C. 11, the
individual responsible shall determine, and so certify in writing, that all three of the following
circumstances existed:
A. An emergency existed within the spirit and intent of this section (1202).

B. The purpose for which the overobligation was created or authorized was to
meet other necessities of the period involved.

C. It was not feasible to obtain in advance sufficient funds to cover such
necessities.
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120206. Certification of Overobligation

Such certification shall indicate the amount of the overobligation and shall be filed with
the supporting records of the appropriation, allocation, or allotment involved. The
overobligation shall be disclosed fully in the fiscal reports to the next higher level of command,
indicating that the overobligation was incurred under authority of 41 U.S.C. 11.

120207. Authorization

Having exercised the authority of 41 U.S.C. 11 pursuant to this chapter, the individual
responsible shall advise the next higher level of command immediately and take appropriate
steps to obtain additional funds.

*120208. Reporting Procedures

All obligations incurred under authority of 41 U.S.C. 11 shall be reported through

command channels to the applicable Military Department Comptrollers who shall provide a draft
41 U.S.C. 11(b) congressional report to the Office of USD(Comptroller).
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130207 accordance with the Office of Management and Budget Revision
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CHAPTER 13

RECEIPT AND DISTRIBUTION OF BUDGETARY RESOURCES
DEPARTMENTAL-LEVEL

*1301 GENERAL
130101. Overview

This volume prescribes the policy for budget execution and the availability and use of
budgetary resources across the Department of Defense (DoD) as required by Congress, the
Office of Management and Budget (OMB), the U.S. Department of the Treasury (Treasury), and
the Office of the Secretary of Defense (OSD). Chapters 13, 14, and 15 prescribe the standards
for the receipt and distribution of budgetary resources at three levels. This chapter prescribes the
standards for the departmental-level. Chapter 14 prescribes the standards for the intermediate-
level budgetary accounts. Chapter 15 prescribes the standards for execution-level budgetary
accounts.

130102 Purpose

This chapter prescribes the standards for recording the receipt and subsequent distribution
of budgetary resources in the departmental-level (department, headquarters, or OSD) budgetary
accounts. Departmental-level accounting covers appropriation by Congress, apportionment and
reapportionment by OMB, and allotment to the intermediate or execution-level. In addition,
budgetary accounts used at the departmental-level ensure that transfers between appropriation
and fund accounts, and restorations and withdrawals of budgetary resources are properly
recorded. Accounting at the departmental-level also facilitates monitoring of lower levels and
consolidating reports for higher levels.

130103. Authoritative Guidance

Congress enacts appropriations acts annually that provide budget authority. OMB
apportions the funds appropriated by Congress and issues implementing requirements in the
OMB_Circular_A-11. Treasury is responsible for Government-wide reporting and issues
requirements in the Treasury Financial Manual (TFM). The TEM Volume 1, Part 2 provides
instructions for central accounting and reporting. Volume 14, Chapter 1 prescribes the
requirements for the administrative control of funds in accordance with OMB Circular A-11,
Appendix H, and identifies additional authorities in paragraph 010103.

1302 STANDARDS
*130201. Accounts
The accounts established for use by departmental-level accounting entities implement the

DoD United States Standard General Ledger (USSGL) and the DoD Standard Chart of Accounts
(SCOA) prescribed in Volume 1, Chapter 7. Both the budgetary and the proprietary accounting
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entries for DoD USSGL accounts are specified in the DoD USSGL Transaction Library that can
be accessed on the Standard Financial Information Structure (SFIS) resources web page.
Budgetary accounts have been established for recording appropriations and other budget
authority realized, apportionments, allotments, transfers, and contract authority transactions.
Amounts of budgetary resources received are debited to specifically titled accounts for each of
these resources and credited to accounts that recognize the availability status of the resources.
The departmental-level accounting entity also issues fund allotments to subordinate commands.
In addition, the special actions of restorations and withdrawals of budgetary resources are
accomplished at departmental-level.

130202. Appropriations

A Appropriations are statutory authorities to incur obligations (see
subparagraph 130204.B for an exception) and make payments from the Treasury for specified
purposes. The making of an appropriation must be stated expressly. An appropriation may not
be inferred or made by implication. An authorization act is a statute, passed annually by
Congress, which authorizes the appropriation of funds for programs and activities. An
authorization act does not provide budget authority. That authority stems from the
appropriations act. Authorization acts frequently contain restrictions or limitations on the
obligation of appropriated funds. An appropriations act is the most common form of budget
authority. Budget authority has the following characteristics:

1. Period of Availability. Budget authority may be made available
for obligation for varying periods.

a. One-Year (Annual) Authority. Budget authority that is
available for obligation only during a specified fiscal year and expires at the end of that period.
For example, operations and maintenance (O&M) and personnel appropriations.

b. Multiple Year (Multi-Year) Authority. Budget authority
that is available for obligation for a specified period of time in excess of one fiscal year. For
example, Research, Development, Test, and Evaluation appropriations (2 years); Procurement
appropriations (3 years); Shipbuilding and Conversion, Navy appropriation (5 years); and
Military Construction appropriations (5 years).

C. No-Year Authority. Budget authority that remains
available for obligation for an indefinite period of time. See paragraph 130209.

d. Earmark. An earmark occurs when Congress designates a
portion of an appropriation for a particular purpose by way of legislative language within the
appropriation.

2. Phases of Availability. Annual and multi-year appropriations pass
through three phases of availability.
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a. Current or Unexpired Phase. The current or unexpired
phase is the time period when the appropriations are available for incurring new obligations.

b. Expired Phase. The expired phase is the period of time
when the appropriations are no longer allowed to incur new obligations but still available to
liquidate valid obligations incurred during the unexpired phase. Adjustments, such as contract
changes, may be made to increase or decrease valid obligations that were made before the
appropriations expired. Normally, this phase lasts for five years except when a law specifically
lengthens this phase. See Chapter 10 for accounting requirements for expired accounts.

C. Cancelled Phase. The cancelled phase follows the expired
phase. Payments cannot be made from a cancelled appropriation for legitimately incurred
obligations that have not been paid at the time the appropriation is cancelled. After an
appropriation is cancelled, any obligation or adjustments to obligations that properly would have
been chargeable to that appropriation may be paid from an unexpired appropriation that is
available for the same purpose as the cancelled account if:

1) The obligation or obligation adjustment is not
already chargeable to another unexpired account and

@) The payment of obligations against the cancelled
appropriation from the unexpired appropriation does not exceed one percent of the unexpired
appropriation (this is a single cumulative amount). See Chapter 10 for accounting requirements
for closed/cancelled accounts.

3. Determination of Amount. Budget authority may be granted for

varying amounts.

a. Definite Authority. Authority that is stated as a specific
sum at the time it is granted. This includes authority stated as not to exceed a specified amount.
Most DoD appropriations are for definite amounts of authority.

b. Indefinite Authority. Authority for which a specific sum is
not stated, but is determined by other factors such as the receipts from a certain source or
obligations incurred. See paragraph 130209.

4, Reappropriations. Reappropriations are statutory authorities that
extend the obligating/paying authority for all or part of the unobligated balances of expiring and
expired appropriations. See paragraph 130206.

5. Exceptions. Appropriations to liquidate contract authority are
exceptions to the general rule that appropriations provide budget authority to incur additional
obligations (see subparagraph 130204.B.).
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6. Continuing Resolution. An appropriation, in the form of a joint
resolution, that provides budget authority, specific activities, or both to continue operation when
Congress and the President have not completed action on the regular appropriations acts by the
beginning of the fiscal year.

7. Funding Lapse or Gap. A funding lapse or gap occurs when a
previous budget authority expires without the enactment of a regular appropriations act or
continuing resolution.

8. Appropriation Warrants. The evidence of law that establishes, by
appropriation symbol, the individual amounts appropriated by Congress.

a. Treasury prepares and issues the Financial Management
Service (FMS) Form 6200, Department of the Treasury Appropriation Warrant (Treasury
Warrant) (see TFM Volume 1, Part 2, Chapter 2000). To ensure agreement with Treasury
accounts, warrants must be recorded exactly as received even if they are thought to be in error.
Corrections must be journalized and corrected warrants requested. However, amounts known to
be enacted into law must be recorded for accounting period reports regardless of receipt of the
warrant.

b. Treasury will not issue a warrant under a continuing
resolution (with the exception of a full-year continuing resolution) unless an agency explicitly
requests one (see TFM Volume 1, Part 2, Chapter 2000). The Military Departments and
Washington Headquarters Services (for the OSD/Defense Agencies) must request Treasury
Warrants during the period of a continuing resolution for a specified period of time less than a
full fiscal year, or if the continuing resolution is for a full fiscal year with designated
appropriation amounts. When there is a separate appropriation act, Treasury will prepare and
distribute warrants without a request from the applicable DoD Components.

B. Classification of Appropriations. Departmental-level appropriations and
all other budgetary resources must be classified by appropriation account, fiscal year program,
and obligation/expenditure limitation at the level required by OSD for appropriation and fund
status reporting (see Volume 6A, Chapter 4). Needed classification requirements must be
obtained from the legal requirements and program/budget documents such as the Department of
Defense (DD) Form 1414, Base for Reprogramming Action.

* C. Recording an Appropriation. Appropriations, until apportioned, are not
available as a financing source or budgetary resource. They should be recognized in capital as
"unexpended appropriations” (and among assets as "funds with Treasury") when made available
for apportionment, even if a Treasury Warrant has not yet been received, or the amount has not
been fully apportioned. Unexpended appropriations should be reduced for appropriations used
and adjusted for other changes in budgetary resources, such as rescissions and transfers. The net
increase or decrease in unexpended appropriations for the period should be recognized as a
change in net position. See the Federal Accounting Standards Advisory Board Handbook,
Statement of Federal Financial Accounting Standards 7, Accounting for Revenue and Other
Financing Sources and Concepts for Reconciling Budgetary and Financial Accounting.
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130203. Apportionments and Reapportionments

A. An apportionment or reapportionment is an OMB distribution of amounts
available for obligation in an appropriation or fund account. OMB apportionments and
reapportionments are required before funds may be obligated, except in certain instances as
specified in OMB Circular A-11. The distribution of apportionments is part of an overall
financial plan for the year that is based on a forecast of obligations to be incurred within an
appropriation. The apportioned amount is in response to a departmental request made on the
Standard Form (SF) 132, Apportionment and Reapportionment Schedule in accordance with the
OMB Circular A-11, Appendix F. Apportionments divide amounts available for obligation by
specific time periods (usually quarters), activities, projects, objects, or by combinations of these
categories.

B. The completed SF 132, showing the apportioned amounts, normally is the
source document used to record apportionments and reapportionments. However, letter
apportionments often are used during the period of a continuing resolution for unexpired
unobligated balances brought forward, and for special circumstances such as transfers that occur
near the end of a fiscal year.

C. Record budgetary authority received and available for allotment and
anticipated reimbursements on the SF 132.

D. Complexities must be accommodated. Some of the amounts apportioned
may be withheld; some amounts may be unavailable pursuant to public law; and some amounts
may be subject to rescission.

1. The term *“direct program” refers to the obligation authority
specified in an appropriation act itself. The appropriation does not specify the amount of
reimbursable work expected to be accomplished. Authority to accept a customer order for
reimbursable work and use of obligation authority provided through that acceptance must either
be authorized specifically in the apportionment process or be of the type that becomes
automatically apportioned and available upon acceptance of customer orders. For additional
information on reimbursements, see Chapter 15, section 1502.

2. The reimbursable program specifically apportioned must be
allotted subject to withholdings by OSD. Record anticipated reimbursable program authority
apportioned but not available for use until realized.

E. Amounts apportioned through the current period of the fiscal year may be
assumed to be allocable unless specific identification of withholding is made.

F. If SFs132 on hand are not yet processed with regard to the latest
appropriations enacted, amounts necessary to cover valid commitments and obligations must be
recorded at the end of the accounting period as apportioned and allocated. An enacted
supplemental appropriation must be recorded as fully apportioned even if it is not included on
the year-end SF 132.
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G. In the absence of an appropriation, the Congress may pass a resolution
providing authority for agencies to continue current operations. Continuing resolutions are
subject to OMB apportionment in the same manner as appropriations. Within periods of
continuing resolution authority, the President’s budget estimates of the unobligated balances are
brought forward on October 1, and the reimbursable program for each appropriation account
must be recorded as apportioned and allotted to the extent that they remain within any amount
specifically designated by the authority. If the estimates for each amount have been reduced
from the President’s budget, apportionments and allotments must be recorded at the reduced
amount. Increases are to be considered available for subsequent apportionment and must not be
allotted until an approved SF 132 containing the increase is received.

H. If amounts actually becoming available are less than anticipated for
indefinite budget authority, transfers, reimbursements, or recoveries; the difference will be
deducted from amounts apportioned and not from amounts deferred or otherwise unapportioned
unless specific provision is made for a different treatment on the approved apportionment form
or reapportionment action is taken.

I Not all appropriations are apportioned, therefore; record non-apportioned
appropriations.

130204. Indefinite Contract Authority

A. Contract authority is statutory authority to incur obligations prior to an
appropriation (or the realization of revenues) for the future payment of such obligations. (See
subparagraph 130204.B.) Indefinite contract authority is contract authority in which a specific
amount of contract authority is not predetermined but is available as needed to cover the
obligations incurred. Although indefinite contract authority is normally accounted for through a
no-year appropriation account, contract authority must be apportioned each fiscal year. The
major permanent indefinite authorities are:

* 1. Exception for the Secretary of Defense (emergency military
procurement) under Title 41, United States Code, section 6301 (41 U.S.C. § 6301).

2. Inventory procurement by supply management activities financed
using defense working capital funds in anticipation of succeeding fiscal year sales under
10 U.S.C. 8§ 2210(b), and capital asset requirements under 10 USC § 2208(k) for commercial,
industrial, and supply management activities financed using defense working capital funds.

3. Procurement for foreign military sales under 22 U.S.C. § 2762.

B. Contract liquidating authority is an appropriation or reappropriation
enacted to pay the obligations incurred under contract authority. However, within DoD, the
realization of revenue, rather than an appropriation, normally is used to liquidate unfunded
contract authority.
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C. Record the allotment of anticipated contract authority and the subsequent
realization upon commitment or obligation action. Specifically, record anticipated indefinite
contract authority; budget authority apportioned by OMB and available for allotment; allotment
of apportioned contract authority; and the realization of contract authority that was previously
anticipated (upon commitment or obligation).

D. Contract authority retains its separate identity at departmental-level
through the use of specifically designated accounts. Additionally, the date and number of the
establishing public law must be entered into the records.

E. More specific guidance on accounting for each of the permanent indefinite
contract authorities may be found as follows:

1. Emergency military procurement is covered in 41 USC § 6301 and
the Federal Acquisition Regulation (also see Volume 10 for contract policy).

2. Working Capital Fund contract authority is covered in Chapter 19.
3. Foreign military sales contract authority is covered in VVolume 15.
*130205. Transfer of Funds
When specifically authorized by law, all or part of the budget authority in one account
may be transferred to another account. These transfers must be made on an expenditure or
nonexpenditure basis, as appropriate. Transfers only occur between appropriations.
A. Expenditure Transfers Between Appropriations. Expenditure transfers are
made when the transfer benefits the transferring account. Since they are treated as payments and

collections, expenditure transfers are not applicable to departmental-level accounting entities.
These transactions include the following:

1. Withdrawals and credits between accounts not specifically defined
as nonexpenditure transactions.

2. All transfers between Treasury budgetary and nonbudgetary
accounts such as general fund accounts and deposit accounts.

3. Adjustments to correct errors in expenditure transactions.
(Obligations must be transferred, when appropriate.)

13-10



DoD 7000.14-R Financial Management Regulation VVolume 3, Chapter 13
* November 2015

B. Appropriation Transfers

1. Appropriation transfers are distributions of one Federal agency’s
budgetary resources to another. Transfers between appropriations must be authorized by law and
represent a redistribution of unobligated balances of budget authority between appropriation
accounts for the benefit of the gaining appropriation account. For purposes of this paragraph,
they will not include transfers for establishment of transfer appropriation accounts for the benefit
of the transferring account.

2. Appropriation transfers can be anticipated and recorded as such or
they can occur without being previously recorded as anticipated. An anticipated appropriation
transfer does not provide any obligation authority. These transfers often are anticipated during
apportionment development. Approved anticipated transfers are treated as authority available for
apportionment, and prior year authority and current year authority are kept separate. Agreement
between the transferring and receiving appropriation accounts must be maintained. Accordingly,
anticipated and accomplished transfers must be recorded and reported in the transferring and
receiving appropriation accounts in the same accounting period. Obligation authority is
available only after the transfer is accomplished and OMB apportions the transferred funds.
Once the transfer is accomplished, the appropriation making the transfer no longer has budgetary
and proprietary control of the funds. Budgetary and proprietary responsibility now lies with the
appropriation receiving the transfer.

3. The SE 1151, Nonexpenditure Transfer Authorization, is used to
document transfers. See Chapter 3 for more detailed information about appropriation transfer
authorities. A nonexpenditure transfer is a redistribution of either unobligated balances of
budget authority provided in a previous year or budget authority provided in the current year
between appropriations or funds for the benefit of the gaining appropriation or fund that does not
involve an outlay. Transfers of obligated balances and sometimes reappropriations also require
nonexpenditure transfers. Nonexpenditure transfers of funds may be received from another
appropriation or fund or may be made to another appropriation or fund when appropriate and
authorized. A nonexpenditure transfer of funds received from another appropriation or fund
increases the amount of available budgetary resources. A nonexpenditure transfer of funds made
to another appropriation or fund decreases the amount of available budgetary resources.

C. Anticipation of Appropriation Transfer. Record in the transferring agency
the transfer-out of current year authority or from prior year balances that were anticipated. Also
record in the receiving agency the anticipated transfer-in of current year authority or from prior
year balances.

D. Actual Appropriation Transfer. Record in the transferring agency the
transfer-out of current year or prior year anticipated appropriations. And record in the receiving
agency the transfer-in of current year or prior year anticipated appropriations.
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130206. Reappropriations

A. Definition. A reappropriation is statutory authority to restore or extend the
obligational availability, whether for the same or different purpose, of all or part of the
unobligated balance of budget authority that has expired or would otherwise expire in an annual
or multi-year appropriation. Reappropriation transactions require nonexpenditure transfer of the
funds involved from the expired or otherwise expiring account to the designated current account.
Reappropriations that provide funds to a fiscal year for which they were not previously available
constitute new budget authority in the receiving account.

B. Reappropriation Form. An SF 1151, annotated “REAPPROPRIATION”
in the top right-hand corner, must be used to accomplish the reappropriation when a current year
law extends the availability of part or all of a:

1. Current year appropriation;
2. Prior year unexpired appropriation; or
3. Prior year expired or expiring appropriation when the unobligated

balance has not been withdrawn previously to the surplus fund of the Treasury.

* C. Appropriation Warrants. Treasury prepares and issues the warrants when
a current year law extends the availability of part or all of a prior year expired appropriation
when an unobligated balance is available at fiscal year-end for reappropriation in a subsequent
fiscal year. DoD must request Treasury Warrants in order to obtain an appropriation warrant for
reappropriations. The request letter must state the amount to be warranted and the statutory
authority for the reappropriation. The TFM Volume 1, Part 2, Chapter 2000 identifies the
address for submission and other contact information.

D. Recording Reappropriations. Reappropriations are recorded as other new
budget authority. The necessary steps must be taken to initiate the source documents and record
the reappropriation in the gaining and losing accounts; normally, in the month following the
effective date of the legislation providing for the reappropriation. If the available balance in a
losing appropriation is not sufficient to cover prompt transfer, the reappropriation may be
delayed, effected in part or, for good cause, not made at all. Decisions to delay or not make a
reappropriation transfer require written notification to the Under Secretary of Defense
(Comptroller) (USD(C)), within five working days of the determination. The notification must
set forth the circumstances requiring the delay or nonperformance of the reappropriation transfer.

E. Unobligated Balances. Normally, unobligated balances in the losing
accounts will be withdrawn from operating activities. However, formal withdrawal is not
necessary when the operating activity has both the gaining and losing accounts, and the intent of
the reappropriation is to extend the availability of funds for the same purposes as the losing
account. In this case, local entries may be made to ensure that transactions, records, and reports
cite the gaining account rather than the losing account.
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*130207. Internal Fund Distributions

A. Apportionments are subdivided and formally distributed by allotment,
suballotment, allocation, and suballocation. See VVolume 14, Chapter 1 for detailed information
on the subdivision levels and requirements in accordance with OMB Circular A-11, Appendix H.
The departmental-level accounting entity distributes funds to an operating agency or other
intermediate-level accounting entity.

B. Any formal subdivision of funds must contain at least the same statutory
and other limitations applicable to the original apportionment.

C. Accounting Entries

1. Record the direct budgetary authority issued from
departmental-level to the intermediate-level as follows:

Budgetary Entry
Dr 451000 Apportionments
Cr 454000 Internal Fund Distributions Issued

Proprietary Entry
Dr 310100 Unexpended Appropriations — Appropriations Received
Cr 101000 Fund Balance With Treasury

NOTE: The intermediate-level budgetary accounts are used to record the receipt of
suballotments, allocations, or suballocations from higher authority, and the subsequent issuance
to execution-level activities. Definitions and use for accounts 454000 through 458000 are
prescribed in the DoD SCOA located on the SFIS resources web page.

2. Record the amount of reimbursable authority allotted from
departmental-level to intermediate- or execution-level, as determined by the organizational
funding structure:

Budgetary Entry
Dr 459000 Apportionments — Anticipated Resources — Programs Subject

to Apportionment
Cr 421000 Anticipated Reimbursements and Other Income

Proprietary Entry
None

D. The formal distribution of funds must be in writing. See Volume 14,
Chapter 1, paragraph 010206 for the required information; and expedited communication
methods used in emergencies. The format is determined by the departmental-level accounting
entity issuing the funds.
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E. Interagency suballotments/allocations/suballocations are distributions of
one agency’s budgetary resources to another. They are separately identified in the accounts to
ensure that the recipient agency is responsive to the issuing agency. Such distributions can be
nonexpenditure transfers, which establish transfer appropriation accounts, or subdivisions of one
DoD Component’s funds to another DoD Component to cite directly. From a consolidated
standpoint, it is important that the issuing and receiving agencies record the distribution in the
same accounting period. Interagency distributions normally occur between different levels of
command within a major command/claimant.

130208. Withdrawals and Restorations

A. Congressionally enacted appropriations for the Department usually are
available for a fixed period of one or more fiscal years. Authority to incur new obligations
expires at the end of the period of availability. Upon expiration, an appropriation may have
obligations — paid, obligations — unpaid, or an unobligated balance.

B. Expired balances retain their fiscal year identity for the following five
fiscal years. During this five year period, the unobligated balance of an expired fund is available
only for adjustments to obligations initially incurred during the fiscal year (or years) for which
the appropriation account was available. The unobligated balance of an expired fund may not be
used to create new obligations. Normally, at the end of the five year period, any remaining
unobligated balance and unliquidated obligations must be transferred to account 4350, Cancelled
Authority.

C. The following definitions are for the specific terms applicable to
withdrawals and restorations.

1. Withdrawal.  Unobligated amounts that are withdrawn by
administrative action (rather than by law) from obligation availability. A withdrawal excludes
amounts of expired accounts and amounts rescinded by the Congress.

2. Restoration. A previously withdrawn unobligated amount that is
again made available for obligation and outlay.

D. The balance in account 465000, Allotments — Expired Authority, is not a
fund balance (i.e., cash) account available in the Treasury. Transfers into the account
(withdrawals) and transfers out (restorations) do not, in and of themselves, affect the cash
position of the Treasury. Expired authority is an available budgetary resource for the specific
purpose of ensuring that valid obligations of expired and lapsed appropriation accounts can be
met without recourse to individual appropriation action by the Congress. Note: Other account
transactions that are related to 465000 have corresponding proprietary transactions that impact
101000, Fund Balance With Treasury.
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130209. Indefinite Appropriations

A. Indefinite appropriations are appropriations of a current or permanent
nature in which a definite amount is not stated but is to be determined on the basis of stipulated
subsequent events. One type of indefinite appropriation for the Department is available receipts.
For example, the receipts under the Federal Account Symbol and Title **5095.001, Sale of
Hunting and Fishing Permits, Military Reservations, are, by permanent appropriation, available
for expenditure for the Army under appropriation account 21X5095, Wildlife Conservation, etc.,
Military Reservations, Army. The amount authorized may be all or a portion of the receipts
under a receipt account, but they may not be available until a warrant is issued by Treasury or the
amount authorized may be specified as the amount actually obligated for a specified purpose.

B. Indefinite appropriation amounts realized must be reported monthly to
Treasury in accordance with Volume 6A, Chapter 3. These amounts are warranted by Treasury
on the FMS Form 6200 (see TFM Volume 1, Part 2, Chapter 2000) at the end of the fiscal year.

C. Anticipated amounts of indefinite appropriations derived from available
receipts must be reported as anticipated budgetary resources until the amounts are realized. The
budget authority generated will increase the uncommitted or unobligated balance reported on the
SF 133, Report on Budget Execution (OMB Circular A-11, Appendix F). However, such
balances should not be recorded in the accounts as currently available for obligation until
receipts are realized.

130210. Reprogramming

The practice of reprogramming departmental funds covered in appropriation acts is a
necessary, desirable, and timely device for achieving flexibility in the execution of Defense
programs. See Chapters 6 and 7 for specific guidance on reprogramming of DoD appropriated
funds.
1303 ACCOUNT ADJUSTMENTS AND CLOSING

130301. Adjustments to Expiring and Nonexpiring Accounts

A. Cancel appropriation transfers anticipated to be made to or from other

accounts. Anticipated appropriation transfers must be cancelled as of the end of the fiscal year in
which anticipated.

B. Eliminate unrealized anticipated indefinite appropriations.

C. Cancel anticipated reimbursements in no-year, expiring annual, and
multi-year accounts as of the end of the fiscal year.

D. Record the cancellation of expired authority and withdraw funds.
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E. Reduce appropriations realized by the amount of budgetary resources
withheld pursuant to public law.

F. Recognize at the departmental-level (headquarters) an adjustment to
undistributed allotments of realized transfers remaining at the intermediate-level and unobligated
balances of realized transfers remaining at the execution-level. This transaction reverses the
accounts in the original issuance of budgetary authority (as noted in subparagraph 130207.C):

Budgetary Entry
Dr 454000 Internal Fund Distributions Issued
Cr 451000 Apportionments

Proprietary Entry
Dr 101000 Fund Balance With Treasury
Cr 310100 Unexpended Appropriation — Appropriations Received

NOTE: The intermediate and execution-levels must notify the departmental-level accounting
entity of undistributed and unobligated funds as described in paragraph 130303. Definitions and
use for accounts 454000 through 458000 are prescribed in the DoD SCOA located on the SFIS
resources web page.

130302. Budget Execution Report Preparation

After completion of the account adjustments identified in paragraph 130301, budget
execution reports must be prepared as specified in Volume 6A, Chapter 4.

*130303. Notification from Lower Levels

The departmental-level accounting entity must be informed by the intermediate and
execution-levels of the following adjustments and account balances as specified in VVolume 6A,
Chapter 2. Undistributed allotments of direct program authority (account 456000) and direct
unobligated balances remaining in expiring allotted funds (461000) must be reversed at the
intermediate and execution-levels (Chapters 14 and 15, respectively) and reported to the
departmental-level for financial reporting.

130304. Account Closing
After preparation of the prescribed budget execution reports, the following entries must
be made at the expiration of the period of availability for obligation to close expended amounts

to the authorizing account for the expenditures and to withdraw any remaining program
authority.
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* A. Direct Funds. Record unobligated budget authority for unexpired annual
or multi-year appropriations; close unobligated balances to expired authority; reduce
appropriations realized by the amount of rescinded appropriations; close transfers accomplished
to other appropriations or funds; and close appropriation transfers realized from other
appropriations or funds. To close internal fund distributions issued at the departmental-level
upon expiration of the period of availability:

Budgetary Entry
Dr 454000 Internal Fund Distributions Issued
Cr 420100 Total Actual Resources-Collected

B. Reimbursable Program. No closing entries must be made for the
reimbursable program at the departmental-level. The adjusting entry, specified in paragraph
130301.C, eliminates any departmental-level reimbursable program account balance.

130305. Adjustments to Expired Authority

Account 465000, Allotments — Expired Authority, represents the unobligated balance in
an appropriation at the time of its expiration. Expired authority, prior to cancellation of an
appropriation, authorizes a DoD Component to adjust upward previously under recorded
obligations or to record obligations initially that should have been recorded (but were not)
against an expired appropriation before its expiration. Adjust obligations upward through use of
expired budget authority. Obligation, expenditure, and closing of expired authority are recorded
in the same manner as current year direct program appropriation accounts.

130306. Cancelled Authority

31 U.S.C. § 1552 requires any balance remaining in an account in excess of 5 years to be
cancelled. Account 435000, Cancelled Authority, represents the amount of cancelled authority
(includes both unobligated and obligated but unpaid). Payment of obligations incurred in a
cancelled appropriation must be made from a current appropriation available for the same
general purpose as the one from which the payables were cancelled. The total of payments from
a current appropriation for obligations and payables of a cancelled appropriation is subject to the
limitations specified in Chapter 10, subparagraph 100303.D.

A. Transfer expired authority at the time of cancellation of an appropriation.
B. Allocate budget authority at the departmental-level from a current
appropriation to pay obligations applicable to a cancelled appropriation. Record an obligation

and accounts payable in an unexpired appropriation for a valid bill related to a cancelled
appropriation.
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VOLUME 3, CHAPTER 14: “RECEIPT AND DISTRIBUTION OF BUDGETARY

RESOURCES - INTERMEDIATE-LEVEL”
SUMMARY OF MAJOR CHANGES

All changes are denoted by blue font.

Substantive revisions are denoted by an asterisk (*) symbol preceding the section,

paragraph, table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated June 2009 is archived.

PARAGRAPH

EXPLANATION OF CHANGE/REVISION

PURPOSE

1401

Revised the General section. Incorporated the previous
Overview and Applicability and Scope paragraphs into
paragraph 140101, Purpose; added paragraph 140102,
Authoritative Guidance; and moved the previous Accounts
paragraph to section 1402, Standards.

Revision

140202

Renamed paragraph 140202 to Internal Fund Distributions
and corrected the terminology used to describe distributions
in this paragraph and throughout the chapter in accordance
with the Office of Management and Budget Circular A-11.

Revision

140302

Added closing entries for balances issued at the intermediate
level as subparagraphs 140302.C — D.

Addition

All

Revised the account entries to the United States Standard
General Ledger basic six-digit format.

Revision

All

Verified and corrected, where applicable, all references and
hyperlinks.

Revision
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CHAPTER 14

RECEIPT AND DISTRIBUTION OF BUDGETARY RESOURCES
INTERMEDIATE-LEVEL

*1401 GENERAL
140101. Purpose

This chapter prescribes the standards for recording the receipt and subsequent distribution
of budgetary resources in the intermediate-level budgetary accounts, which are applicable to
operating agencies or other intermediate-level accounting entities. The intermediate-level
budgetary accounts are used to record the receipt of fund distributions (allotments,
suballotments, or allocations) issued from higher authority, and the subsequent issuance to
execution-level activities. Only those Department of Defense (DoD) Components with a funding
structure that includes three (or more) levels are required to use the intermediate-level accounts
covered by this chapter. For example, the Military Departments are structured into three or more
levels but Other Defense Organizations receive Defense-wide appropriations directly from the
Office of the Under Secretary of Defense (Comptroller) which represents a two-tiered funding
structure (departmental-level to execution-level). See Chapter 13 for departmental-level and
Chapter 15 for execution-level requirements.

140102. Authoritative Guidance

The Office of Management and Budget (OMB) Circular A-11 provides an overview of
the budget process and specific requirements for preparation and submission of the budget. The
U.S. Department of the Treasury (Treasury) is responsible for Government-wide reporting and
issues requirements in the Treasury Financial Manual. Volume 14, Chapter 1 prescribes the
requirements for the administrative control of funds in accordance with OMB Circular A-11,
Appendix H, and identifies additional authorities in paragraph 010103.

1402 STANDARDS
140201. Accounts

The accounts established for use at the intermediate level implement the DoD United
States Standard General Ledger (USSGL) and the DoD Standard Chart of Accounts prescribed in
Volume 1, Chapter 7. Both the budgetary and proprietary accounting entries for the DoD
USSGL accounts are specified in DoD USSGL Transaction Library that can be accessed on the
Standard Financial Information Structure resources web page.
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*140202. Internal Fund Distributions

A. Budgetary authority is formally distributed by allotment, suballotment,
allocation, and suballocation. The OMB Circular A-11, Appendix H, defines these terms and a
specific subdivision hierarchy (see Volume 14, Chapter 1). The intermediate-level budgetary
accounts are used to record the receipt of funds issued from higher authority, and the subsequent
issuance to execution-level activities.

B. Any formal subdivision of funds must contain at least the same statutory
and other limitations applicable to the original apportionment.

C. Accounting Entries

1. To record direct budgetary authority received from the
departmental level by an intermediate-level activity (available for allotment/suballotment to
execution-level activities or to other intermediate-level activities):

Budgetary Entry
Dr 455000 Internal Fund Distributions Received
Cr 456000 Funds Available for Allotment

Proprietary Entry
Dr 101000 Fund Balance With Treasury
Cr 310100 Unexpended Appropriations — Appropriations Received

2. To record the receipt of reimbursable authority from the
departmental-level to an intermediate-level activity:

Budgetary Entry
Dr 421000 Anticipated Reimbursements and Other Income
Cr 459000 Apportionments — Anticipated Resources

Proprietary Entry
None

3. To record direct budgetary authority allotted/suballotted by an
intermediate-level activity to an execution-level activity or between two or more
intermediate-level activities:

Budgetary Entry
Dr 456000 Funds Available for Allotment
Cr 457000 Allotments Issued

Proprietary Entry
Dr 310100 Unexpended Appropriations — Appropriations Received
Cr 101000 Fund Balance With Treasury
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4, To record the issuance of reimbursable authority from intermediate
level to execution level:

Budgetary Entry
Dr 459000 Apportionments — Anticipated Resources
Cr 421000 Anticipated Reimbursements and Other Income

Proprietary Entry
None

1403 NOTIFICATON AND ACCOUNT CLOSING
140301. Notification to Departmental-Level

The intermediate-level accounting activity must notify the departmental-level accounting
entity of direct program authority that is not distributed to the execution level (account 456000,
Funds Available for Allotment).

*140302. Account Closing

After preparation of the prescribed budget execution reports, the following entries must
be made, at the expiration of the period of availability for obligation, to close expended amounts
to the authorizing account for the expenditures and to withdraw any remaining program
authority.

A. To close internal fund distributions issued to the intermediate level that
remained undistributed (withheld) upon expiration of the period of availability:

Budgetary Entry
Dr 456000 Funds Available for Allotment
Cr 455000 Internal Fund Distributions Received

Proprietary Entry
Dr 310100 Unexpended Appropriation — Appropriations Received
Cr 101000 Fund Balance With Treasury

B. To close obligational authority within the intermediate level upon
expiration of the period of availability where distributions were issued to the execution level:

Budgetary Entry
Dr 457000 Allotments Issued
Cr 455000 Internal Fund Distributions Received
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Proprietary Entry
Dr 101000 Fund Balance With Treasury
Cr 310100 Unexpended Appropriation — Appropriations Received

C. To close direct budget authority issued through allotment or suballotment
upon expiration of the period of availability:

Budgetary Entry
Dr 457000 Allotments Issued
Cr 420100 Actual Total Resources — Collected

Proprietary Entry
None

D. To close internal fund distributions received at the intermediate-level upon
expiration of the period of availability:

Budgetary Entry
Dr 420100 Actual Total Resources — Collected
Cr 455000 Internal Funds Distribution Received

Proprietary Entry
None
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VOLUME 3, CHAPTER 15: “RECEIPT AND DISTRIBUTION OF BUDGETARY
RESOURCES - EXECUTION LEVEL”

SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an asterisk (*) symbol preceding the section,
paragraph, table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated June 2013 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE

150101 — 150102 Reorganized the General section. Revised the Purpose

paragraph and added an Authoritative Guidance paragraph. Revision

Moved account information from the previous General

section to the Standards section. Revision

150201

Added a reference for funds control policy; and clarified the
levels of formal subdivisions of funds and in subparagraph
150202.A.1. Added subparagraph 150202.A.2 to clarify the
150202.A statutory and other limitations that apply to any formal Addition
subdivision of funds. Added the Standard Financial
Information Structure requirements for allotments at the
execution level in subparagraph 150202.A.4.

Added accounting entries to address suballotment at the

execution level (accounts 457000 and 458000). Addition

150202.B

Clarified the definition of refunds to align with the Office of
150205.A.2 - 3 | Management and Budget (OMB) A-11, sections 20.10 and Revision
20.11.

Incorporated policy changes in accordance with the Deputy
Comptroller (Program/Budget) memorandum, “Policy
150205.F Change for the Treatment of Proceeds for Assets Sold for Revision
Replacement Under Section 21 of the Arms Export Control
Act, dated July 31, 2015.

Added closing accounting entries for accounts 457000 and

458000. Addition

150301.F

Deleted the word “direct” (*Allotments — Expired Authority”

allows for reimbursable authority). Deletion

150306.C
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PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE

Revised the account entries to the United States Standard ..

All L Revision
General Ledger basic six-digit format.
Verified and corrected, where applicable, all references and -

All . Revision
hyperlinks.
Added a table that shows how to record refunds received in "

Table 15-1 accordance with OMB A-11, section 10.20. Addition
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RECEIPT AND DISTRIBUTION OF BUDGETARY RESOURCES -
EXECUTION LEVEL

*1501 GENERAL
150101. Purpose

This chapter prescribes the standards for recording the receipt and subsequent distribution
of budgetary resources in execution-level activities. The execution-level budgetary and
proprietary accounts are used to record the receipt of an allotment issued from a higher authority
and the further distribution of funds, i.e., subdivision of the allotment (suballotment, allocation,
or suballocation) to another execution-level activity. See Chapter 13 for departmental-level and
Chapter 14 for intermediate-level requirements.

150102. Authoritative Guidance

The Office of Management and Budget (OMB) Circular A-11 provides an overview of
the budget process and specific requirements for preparation and submission of the budget. The
United States Department of the Treasury (Treasury) is responsible for Government-wide
reporting and issues requirements in the Treasury Financial Manual. Volume 14, Chapter 1
prescribes the Department of Defense (DoD) requirements for the administrative control of funds
in accordance with OMB Circular A-11, Appendix H, and identifies additional authorities in
paragraph 010103.

1502 STANDARDS
*150201. Accounts

A. This chapter discusses the accounting standards for receipt and execution
of allotments, commitments, obligations, reimbursements, and borrowing authority. The
accounting transactions covered in this chapter frequently require a compound entry; i.e., entries
that must be made in both the budgetary and proprietary (asset, liability, and equity) accounts.

B. The accounts established at the execution-level accounting entities
implement the DoD United States Standard General Ledger (USSGL) and the DoD Standard
Chart of Accounts prescribed in Volume 1, Chapter 7. Both the budgetary and proprietary
accounting entries for the DoD USSGL accounts are specified in the DoD USSGL Transaction
Library that can be accessed on the Standard Financial Information Structure (SFIS) resources
web page.

150202. Allotments Received

* A. Requirements

1. Budgetary authority is formally distributed by allotment,
suballotment, allocation, and suballocation. The OMB Circular A-11, Appendix H, defines these
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terms and a specific subdivision hierarchy (see Volume 14, Chapter 1). These subdivisions
distribute budget authority to execution-level accounting activities and authorize the incurrence
of obligations within a specified amount. Only the term allotment will be used in this chapter.

2. Any formal subdivision of funds must contain at least the same
statutory and other limitations applicable to the original apportionment.

3. Although an allotment document format is not prescribed, it must
disclose specific classifications and limitations that must be tracked in the accounting records.
For instance, an appropriation committee may state that a specific amount has been added to an
appropriation for a certain purpose. To ensure that the congressional intent is accomplished, the
accounting entity receiving an allotted share of such budget authority must account for the share
amount, and the obligations and expenditures.

4. An allotment received at the execution level must retain the same
SFIS Budget Line Item Identifier as that of the allotment issued to the execution level. Similarly,
the SFIS Sub-Allocation Holder Identifier (formerly “Limit”) and Budget Allotment Line Item
Identifier must be retained throughout the funds distribution life cycle, as applicable.

* B. Accounting Entries

1. To record the direct budgetary authority received by an
execution-level accounting activity:

Budgetary Entry
Dr 458000 Allotments Received
Cr 461000 Allotments — Realized Resources

Proprietary Entry
Dr 101000 Fund Balance With Treasury
Cr 310100 Unexpended Appropriations—Appropriations Received

2. To record the suballotment of direct budgetary authority at the
execution level:

Budgetary Entry
Dr 461000 Allotments-Realized Resources
Cr 457000 Allotments Issued

Proprietary Entry
Dr 310100 Unexpended Appropriations-Appropriations Received
Cr 101000 Fund Balance With Treasury

3. Record direct budgetary authority received by an execution-level
activity through suballotment of authority using the transaction in subparagraph 150202.B.2.
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Note: The status of suballotments is tracked and reported by the SFIS Budget Line Item
Identifier of the allotter of the funds.

4. To close allotments received at the execution level that remains
unobligated upon expiration of the period of availability:

Budgetary Entry
Dr 461000 Allotments-Realized Resources
Cr 458000 Allotments Received

Proprietary Entry
Dr 310100 Unexpended Appropriations-Appropriations Received
Cr 101000 Fund Balance With Treasury

5. To close suballotments issued at the execution level that remain
unobligated upon expiration of the period of availability:

Budgetary Entry
Dr 457000 Allotments Issued
Cr 461000 Allotments-Realized Resources

Proprietary Entry
Dr 101000 Fund Balance With Treasury
Cr 310100 Unexpended Appropriations-Appropriations Received

150203. Commitments

A. A commitment is an administrative reservation of funds based upon firm
procurement requests, orders, directives, and equivalent instruments. Since an obligation equal
to or less than the commitment may be incurred without further recourse to an authorizing
official, commitments are required for some appropriations (see subparagraph 150203.C) and are
permissible for others. A commitment, when recorded in the accounting records, reduces the
allotment’s available fund balance. A commitment document must be signed by a person
authorized to reserve funds; i.e., the official responsible for administrative control of funds for
the affected subdivision of the appropriation. This helps ensure that the subsequent entry of an
obligation will not exceed available funds.

B. Chapter 8 contains the detailed requirements for estimating and recording
the amounts of commitments.

C. Commitment accounting is required by agreement with OMB for the
procurement; military construction; and research, development, test and evaluation appropriation
accounts. However, commitments need not be recorded for small purchases if, in the aggregate,
they are not significant in the management of funds. Commitment accounting is not required for
the operation and maintenance appropriation accounts, revolving fund accounts, or military
personnel appropriation accounts, but may be used if cost effective.
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D. A commitment generally is not recordable from an action document
approving a procurement program because execution of the program requires specific actions to
reserve all or part of the subdivision of funds made available to the program. The program
approval may be recorded as an initiation (see subparagraph 150203.E). Also, a commitment
usually is not recordable from an order to commence procurement since such orders generally
are not firm reservations permitting the recording of an obligation without recourse to the person
authorized to reserve funds. These orders may be recorded as initiations.

E. Initiations are entered into memorandum accounts to ensure that
precommitment actions, such as approved procurement programs and procurement orders, are
maintained within the available subdivision of funds. An initiation results in an administrative
reservation of funds based upon procurement orders, requests, or equivalent instruments. It
authorizes preliminary negotiation of procurement actions, but requires that the action must be
referred to the official responsible for administrative control of funds prior to incurrence of the
obligation. Since initiations are not part of the official accounting requirements, allotment
issuers or receivers who require initiation accounting must ensure that the procedures and
practices are cost effective.

F. Outstanding commitments must be closed/canceled as of the end of the
period that the appropriation is available for obligation. Commitments cannot exist in expired
appropriation accounts. To close unobligated commitments upon expiration of the period of
availability:

Budgetary Entry
Dr 470000 Commitments-Programs Subject to Apportionment
Cr 461000 Allotments-Realized Resources

Proprietary Entry
None

150204. Obligations

A Obligations incurred are the amounts of orders placed, contracts awarded,
services received, and similar transactions during an accounting period that will require payment
during the same or future period. These amounts include payments for obligations that were not
previously recorded, adjustments for differences between obligations previously recorded, and
actual payments to liquidate those obligations.

B. The execution-level budgetary account structure requires that the amount
of obligations incurred be segregated into undelivered orders unpaid, prepaid or advanced, and
delivered orders unpaid or paid. Delivered orders paid is the definitive final stage of obligations
incurred. It must be recorded regardless of whether the preceding steps of ordering (undelivered
order) and delivery (unpaid delivered orders) were recorded.
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C. Undelivered orders are contracts or orders issued for goods and services
for which the liability has not yet accrued. The orders may be for any goods or services that are
required to meet a bona fide need of the issuing entity.

D. Accounts 490100, Delivered Orders — Obligations, Unpaid and 490200,
Delivered Orders — Obligations, Paid are used for the credits entered into the budgetary accounts
to recognize liabilities incurred and payments made for (a) services performed by employees,
contractors, other government accounting entities, vendors, carriers, grantees, and lessors; (b)
goods and other tangible property received; and (c) items such as annuities or insurance claims
for which no current service is required.

E. Reductions or cancellations of prior year obligations in no-year and
unexpired multiple year (multi-year) accounts must be reported specifically in budget execution
reports (see Volume 6A, Chapter 4). Account 431000, Anticipated Recoveries of Prior Year
Obligations, must not be used without prior approval of the Directorate for Accounting and
Finance Policy, Office of the Under Secretary of Defense (Comptroller).

F. Chapter 8 contains the detailed requirements for determining and
recording the amounts of obligations.

150205. Reimbursements and Refunds
A. Definition

1. Reimbursements are collections earned for selling goods or
services. Reimbursable obligations are obligations financed by offsetting collections credited to
an expenditure account in payment for goods and services provided by that account. The
collection must be authorized by law to credit the specific appropriation or fund account. Within
DoD, the Under Secretary of Defense (Comptroller) must authorize reimbursable authority
through budget formulation and statutory authorization of the budget. Except for refunds and
reimbursements, collections are deposited in Treasury as miscellaneous receipts.

* 2. Refunds are repayments of excess payments and are to be credited
to the appropriation or fund account charged with the original obligation in accordance with
OMB Circular A-11, section 20.10 (see Table 15-1). The amounts must be directly related to
previously recorded obligations incurred and expenditures made against the appropriation; and
are reductions to those expenditures. Refunds to appropriations represent amounts collected
from outside sources for payments made in error, overpayment, or adjustments for previous
amounts disbursed. Amounts in excess of the refund, i.e., interest and penalty charges collected
that are related to refunds must be deposited in Treasury as miscellaneous receipts.
See Volume 4, Chapter 3, Annex 1 for accounting policy on the disposition of interest, penalties,
and administrative charges. Also, see Volumes 11A, 11B, and 15 for additional policy
requirements for reimbursements.
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* 3. For returned cash advances, other offsetting collection, or special
or trust fund receipts received in a prior fiscal year, an obligation and an outlay in the current
fiscal year must be recorded in accordance with OMB Circular A-11, section 20.11.

4. In general, collections in the absence of an authorized reimbursable
program for DoD goods and services do not create budgetary resources. Except for refunds,
such collections must be deposited in Treasury as miscellaneous receipts unless the deposit to an
appropriation or fund is authorized by law. Refunds attributable to the use of the Government
purchase and travel cards and Government travel arranged by Government Contracted Travel
Management Centers may be credited to Operation and Maintenance; and Research,
Development, Test, and Evaluation accounts that are current when the refunds are received.
Volume 11A, Chapter 3 and Volume 11B, Chapter 3 contain the general statement of policy
regarding work performed or material provided between DoD and other Federal agencies.

B. Anticipated Reimbursements

1. Anticipated reimbursements are, in the case of transactions with
the public, estimated collections comprising advances expected to be received and
reimbursements expected to be earned. In transactions between United States (U.S.)
Government accounting entities, anticipated reimbursements consist of orders expected to be
received but have not been accepted. Anticipated reimbursements may not be used as a source
of obligational authority until a customer order is accepted unless such use specifically is
authorized in statute. The primary example of the use of anticipated reimbursements to create
obligational authority is a revolving fund in which anticipated reimbursements underlie
apportionments of reimbursable authority.

2. An allotted reimbursable program does not constitute authority to
incur obligations. Obligations may be incurred only upon acceptance of a customer order. The
reimbursable program does not have to be specifically allotted. Apportionment, allotment, and
allocation of the reimbursable program may be treated as “automatic” when written OMB
approval is obtained by the DoD Component responsible for the appropriation concerned. OMB
approval is dependent upon meeting the criteria for automatic apportionment of reimbursements
contained in Chapter 2.

3. At the beginning of each fiscal year an entry must be made to
record an allotment of anticipated reimbursable program authority. For an automatically
apportioned reimbursable program, the predominant type within DoD, an estimate of the
expected reimbursable program must be entered. For a specifically apportioned reimbursable
program, the exact amount specified in the allotment instrument must be entered. An estimate of
automatically apportioned reimbursable authority may be revised, upward or downward, by the
performing activity at any time during a fiscal year to reflect the current estimate. The
specifically apportioned reimbursable program authority may not be revised unless a revised
allotment instrument is requested and received. An allotment of anticipated reimbursable
program authority does not provide obligation authority. An allotment of anticipated
reimbursable program authority provides only authority to accept reimbursable orders. The
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accepted reimbursable order provides the obligation authority. See subparagraph 150205.C.2 for
information on specific types of customer orders.

4. The accounting entry to record the receipt of reimbursable
authority from the department or intermediate levels is as follows:

Budgetary Entry
Dr 421000 Anticipated Reimbursements and Other Income
Cr 459000 Apportionments — Anticipated Resources —
Programs Subject to Apportionment

Proprietary Entry

None
C. Customer Orders
1. Accepted customer orders establish obligational authority in a

performing allotment. Unfilled customer orders are the amounts of orders accepted from other
accounting entities within the U.S. Government for goods and services to be furnished on a
reimbursable basis; or, in the case of transactions with the public, are amounts collected in
advance for which the accounting entity has not yet performed as requested. On an exception
basis, there may be orders from the public received and accepted without payment in advance,
but only when specifically permitted by statute. Acceptance of a customer order requires that the
performing accounting entity agree in writing to perform the work for the requesting (customer)
accounting entity. Volume 11B, Chapter 3 discusses the written requirements that are used to
document these requests and acceptances. Account 422100, Unfilled Customer Orders Without
Advance, and account 422200, Unfilled Customer Orders With Advance, are the execution-level
budgetary accounts that are used, as applicable, to record obligational authority for the
reimbursable program. Corresponding amounts are recorded in account 421000, Anticipated
Reimbursements and Other Income. An allotment of reimbursable program authority, whether
specific or automatic, authorizes the reimbursable program. It does not establish obligational
authority.

2. For reimbursable customer orders between Federal Government
entities where both the performing and ordering agencies are using multi-year appropriation
accounts, the agency accepting the order from a multi-year appropriation account must record the
obligational authority resulting from the order against its multi-year appropriation account with a
like period of availability. If the performing and ordering agency accounts have different periods
of availability, such as when a performing agency uses its one-year Operations and Maintenance
appropriation to fill an order funded by a customer’s multi-year appropriation account, such
reimbursable customer orders and their related transactions must be applied in accordance with
OMB Circular A-11, section 130.9. In such instances, the performing agency must obtain
authorization each fiscal year in order to execute the unobligated balance in the subsequent fiscal
year. For guidance on Economy Act orders, see Volume 11A, Chapter 3.
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3. For additional guidance on project orders, i.e., between DoD
entities, see Volume 11A, Chapter 2.
4. For general guidance on non-Economy Act orders, see
Volume 11A, Chapter 18.
5. For additional guidance on orders placed with or through Defense
Working Capital Fund activities, see Chapter 8, sections 0807 and 0808.
D. Unearned Revenue. Unearned revenue is the amount recognized as

received by a performing organization in the form of advance payments for the future delivery of
goods, services, or other assets. Account 422200, Unfilled Customer Orders With Advance, is
the execution-level budgetary account that is used to record reimbursable orders received and
accepted with payment in advance. A compound entry is required to credit account 231000,
Liability for Advances and Prepayments, and debit account 101000, Fund Balance with
Treasury. Compound entries must be made to recognize advance payments in both the
budgetary accounts and proprietary accounts.

E. Earned Reimbursements

1. An earned reimbursement is the amount recognized when a
performing organization renders actual or constructive performance on a reimbursable order.
Generally, it is at the point of recognition of a paid or unpaid delivered order that compound
entries must be made to record the performance and earnings in both the budgetary accounts and
in the proprietary accounts.

2. Generally, reimbursements must recover the cost elements set forth
in Volume 11A, Chapter 3, and Volume 11B, Chapter 3. However, other billing prices may be
established when specifically authorized by a DoD issuance (e.g., directive or instruction).

3. Reimbursements must be accounted for separately by the
accounting entity having responsibility for collection. Appropriate billing documents indicating
the specific property delivered or services rendered, quantities, dollar amounts, and reference to
each customer order must be maintained.

4. Earned reimbursements must be recorded and billed promptly in
the accounting period earned. See Volume 11A, Chapter 1 for information on reimbursement
procedures and supporting documentation.

5. Collections from DoD accounting entities generally should be
made without the use of checks through processing the billing and collecting entries
simultaneously in the disbursing officers’ accounts. The requesting accounting entity must
record its obligations in accordance with the standards for recognition of obligations in
Chapter 8.
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* F. Proceeds from Assets Sold. In accordance with OMB Circular A-11,
section 83.5, proceeds from assets sold for replacement provide direct resources. Therefore,
when proceeds from assets sold are used to replace assets sold, the obligation must be classified
as direct. For Foreign Military Sales (FMS) and non-FMS asset sales, a determination first must
be made whether the item requires replacement or that it will not be replaced (free assets).
Proceeds from FMS sales of free assets must be deposited in Treasury as miscellaneous receipts
or in the Special Defense Acquisition Fund (SDAF). For SDAF information, see the Defense
Security Cooperation Agency’s Security Assistance _Management Manual, Chapter 11,
(section C.11.9). Proceeds from all other assets sold for replacement must be credited to the
account funding the replacement in the period of availability with the latest expiration date at the
time of collection. Collections must be made before obligations can be incurred for replacement.

150206. Borrowing Authority

A Borrowing authority is statutory authority to incur obligations and to make
payments for specified purposes out of borrowed money. It must be established as needed by the
acquisition of property subject to a mortgage, and withdrawn upon payment of the mortgage
principal. When the mortgage is assumed by a buyer, the borrowing authority is disestablished.

B. The accrued expenditures for the acquisition of homes subject to
mortgages payable that are assumed by the U.S. Government must include the amount of the
mortgage balance payable. The accrued revenues for the sale of homes subject to mortgages
payable that are assumed by the buyer must include the amount of the mortgage balance payable.
Homes may be sold subject to another loan of all or part of the cash purchase price to the new
buyer. In this case, the U.S. Government would have a second mortgage on the home. The
revenue for the sale includes this mortgage receivable.

C. The assumption of a mortgage payable by the U.S. Government is an
increase in the borrowing account. The payments on the mortgage principal are decreases in the
borrowing account. The assumption of the mortgage balance payable by a buyer is a decrease in
the borrowing account. The borrowing account is equal to borrowing authority.

D. The total acquisition cost of the property and the mortgage assumed must
be in accordance with Volume 6A, Chapter 3.

150207. Additional Guidance

A. For policy guidance and information on the Homeowners Assistance
Program, see DoD Directive 4165.50E and Title 42, United States Code, section 3374.

B. For policy guidance and information on foreign military indebtedness, see
Volume 6A, Chapter 12 and Volume 15, Chapter 5.

C. For policy guidance and information on the military housing privatization
program, see VVolume 2B, Chapter 6 and VVolume 6A, Chapter 9.
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1503 ACCOUNT ADJUSTMENTS
150301. Fiscal Year End Adjustments to Appropriation Accounts

At fiscal year-end, installations must ensure that obligational authority and obligations
are accurately stated in view of the most current information available. Actions to accomplish
these fiscal year-end adjustments include the following:

A. Review and validate unfilled orders under the Economy Act and
Non-Economy Act (see Volume 11A, Chapter 3, and Volume 11A, Chapter 18, respectively).
Cancel those orders funded from expiring accounts or the portion thereof that will not be
obligated by fiscal year end. Notify ordering activities of order reductions that affect their
obligations and fund availability.

B. Review and validate unfilled project orders funded by expiring accounts.
Cancel those orders that will not be started by January 1 of the ensuing fiscal year. Notify
ordering activities of order reductions that affect their obligations and fund availability.

C. Review anticipated reimbursements to eliminate anticipated
reimbursements for orders not accepted.

D. Review estimated obligations for possible overstatement or
understatement.
E. Review obligations for goods and services ordered. Cancel orders or

contracts for goods or services that are no longer needed or that are not likely to be delivered,
and deobligate the appropriate amounts. A contract modification, or similar authorized
contracting officer action, is required to deobligate these amounts.

* F. The internal fund distribution account closing transactions are as follows:

1. To close direct budgetary authority allotments or suballotments
received at the execution level upon expiration of the period of availability:

Budgetary Entry
Dr 420100 Total Actual Resources-Collected
Cr 458000 Allotments Received

Proprietary Entry
None
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2. To close direct budgetary authority issued through allotment or
suballotment upon expiration of the period of availability:

Budgetary Entry
Dr 457000 Allotments Issued
Cr 420100 Total Actual Resources-Collected

Proprietary Entry
None

150302. Adjustments to Expiring Accounts

A. Cancel outstanding commitments in expiring accounts. Outstanding
commitments must be canceled as of the end of the period that an appropriation is available for
obligation. Commitments are not allowed in expired accounts. See subparagraph 150203.F for
recording the transaction for commitments that remain unobligated upon expiration of the period
of availability.

B. Review completed customer orders to restore reimbursable program
obligational authority made available that was in excess of performance cost. Earned amounts
that remain uncollected must be eliminated from the expiring appropriation account and
established against the miscellaneous receipt account to which the future collection is to be
deposited.

C. Reduce the balance in accounts 422100, Unfilled Customer Orders
Without Advance and 422200, Unfilled Customer Orders With Advance to the amount of valid
remaining incomplete customer orders only. Cash advances accepted for non-Federal customer
orders that remain unused (i.e., no performance) by the end of the fiscal year must be returned.

D. Eliminate any balance remaining in account 421000, Anticipated
Reimbursements and Other Income.

150303. Adjustments to Canceled Appropriation Accounts

Upon cancellation of an appropriation, and prior to normal closing entries, cancel all
obligations (undelivered orders and unpaid obligations) and uncollected reimbursements.

150304. Report Preparation and Closing
After completion of the adjustments, budget execution reports must be prepared as

specified in Volume 6A, Chapter 4. After completion of the reports, close obligational and
reimbursable authority.
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150305. Expired and Canceled Accounts

A. For 5 years after the time an appropriation expires for incurring new
obligations, both the obligated and unobligated balances of that appropriation will be available
for recording, adjusting, and liquidating obligations properly chargeable to that account.

B. For appropriations that are available for obligation for a specific period,
i.e., annual and multi-year appropriations, on September 30 of the fifth fiscal year after an
appropriation’s period of availability for incurring new obligations expires, both the obligated
and unobligated balances of that appropriation are required to be canceled and will no longer be
available for obligation or expenditure for any purpose.

C. Following cancellation of an appropriation, if it becomes necessary to
record an obligation or an adjustment to an obligation, which otherwise would have been
properly chargeable (both as to purpose and amount) to an appropriation before it was canceled,
the obligation should be charged to an appropriation currently available for the same purpose.

D. When a currently available appropriation is used to pay an obligation,
which otherwise would have been properly chargeable (both as to purpose and amount) to a
canceled appropriation, the total of all such payments by that current appropriation may not
exceed the lesser of:

1. The unexpended balance of the canceled appropriation (the
unexpended balance is the sum of the unobligated balance plus the unpaid obligations of an
appropriation at the time of cancellation, adjusted for obligations and payments which are
incurred or made subsequent to cancellation and which would otherwise have been properly
charged to the appropriation except for the cancellation of the appropriation); or

2. The unexpired unobligated balance of the currently available
appropriation; or

3. One percent of the total original amount appropriated to the current
appropriation being charged.

a. For annual accounts, the one percent limitation is of the
annual appropriation for the applicable account, not total budgetary resources (e.g., reimbursable
program authority).

b. For multi-year accounts, the one percent limitation applies
to the total (multi-year) amount of the appropriation.

C. For contract changes, charges made to currently available
appropriations will have no impact on the one percent limitation rule. That is, the one percent of
the currently available appropriation amount will not be decreased by the charges made to
current appropriations for contract changes.
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E. See Chapter 10 for additional policy on expired and canceled accounts.
150306. Expired Authority

A. Accounting. Expired authority is composed of (a) unobligated balances
and (b) obligated but unliquidated balances remaining in appropriations that are no longer
available for incurring new obligations. The balances are no longer available because the time
available for incurring such obligations has expired. Separate accounts for each expired fixed
appropriation must be maintained by its fiscal year identity for 5 years following the
appropriation’s period of availability for obligation.

B. Elimination of Unobligated Balances

1. Direct Program. Unobligated budget authority of an expired
appropriation, at the time of its expiration, must be closed to account 465000,
Allotments - Expired Authority.

2. Reimbursable Program. Closing entries eliminate reimbursable
program authority that has been expended. In addition to the elimination of expended
reimbursable program authority, a change is necessary to eliminate unobligated reimbursable
program authority existing at the time of expiration of the receiving appropriation. Unobligated
reimbursable program authority must be returned to the financing appropriation. The obligation
authority necessary to finance any subsequent upward obligation adjustments must be requested
from that financing appropriation. See subparagraphs 150205.C.2 and 150302.C for additional
information on multi-year reimbursable authority and cash advances from non-Federal sources,
respectively.

C. Adjustments. During the 5 years following the appropriation’s period of
availability for obligation, obligations may be adjusted upward and downward and disbursements
may be made from these expired appropriations. Account 465000, Allotments — Expired
Authority, is a credit balance account that, prior to appropriation cancellation, is equal to the
balance of unobligated expired program budget authority. Expired authority, prior to
appropriation cancellation, provides the ability to a DoD Component to adjust obligations
upward that were previously under recorded or to record obligations that should have been
recorded (but were not) against an expired appropriation before its expiration.

150307. Canceled Authority

On September 30th of the fifth fiscal year after the period of availability for obligation of
a fixed appropriation account ends, the account must be closed and any remaining balance
(whether obligated or unobligated) in the account must be canceled and, thereafter, must not be
available for obligation or expenditure for any purpose. The obligational status of a canceled
account continuously must be maintained even though no expenditures or collections may be
made to that account. In addition, collections authorized, or required to be credited to an
appropriation account, but not received before closing of the account, must be deposited in
Treasury as miscellaneous receipts.
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A. Accounting for Canceled Obligated and Unobligated Balances. Upon
cancellation of an appropriation, the balance in account 465000, Allotments — Expired Authority,
must be reclassified as canceled authority and recorded to account 435000, Canceled Authority.
Expenditures from a current appropriation that are applicable to obligations incurred in a
canceled appropriation will reduce the balance in account 435000.

B. Accounting for Collections Applicable to Closed Accounts. Any
collections received after cancellation of an account must be deposited in Treasury as
miscellaneous receipts.

C. Accounting for Expenditures Applicable To Canceled Appropriations.
The status of direct program obligated and unobligated balances and reimbursable program
obligated balances, even in an account which has been closed, must be continuously maintained.
If payments (cash collections) are not received for obligations incurred in the reimbursable
program, those obligations must be covered by direct program unobligated authority existing in
the closed account.

1. To determine if sufficient direct program unobligated authority
exists in the closed account, deduct all amounts charged to current appropriations that otherwise
would have chargeable to the closed account, both as to purpose and in amount, except that the
account was canceled, from the unobligated balance at the time of the cancellation.

2. The total of payments from a current appropriation for obligations
and payables of a canceled appropriation cannot exceed the lesser of (1) the unexpended balance
of the canceled appropriation; (2) the unexpired unobligated balance of the currently available
appropriation; or (3) one percent of the current appropriation being charged. Payables applicable
to canceled appropriations must be paid from funds of subsequent appropriations that are
available for the same general purpose as the one from which the payables were canceled.
Liabilities may not be recorded on the books of a subsequent appropriation until (1) valid bills
are received for payment; and (2) it is certain the payment will be made from that subsequent
appropriation. If such payments exceed the one percent limitation, additional authority must be
sought from Congress (see Chapter 10). It is important to note that the liability of a current
account to pay an obligation of a canceled account is recorded only in the proprietary accounts of
the current account pursuant to the criteria described in this paragraph. The obligation of a
current account to pay, however, including upward obligation adjustments, must be recorded in
the budgetary accounts at the time it is first known against the obligational authority of the
canceled account that would have been available except for its cancellation.
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*Table 15-1. Recording Refunds Received

If you receive a refund of funds

that were...

(1) Obligated and outlayed in that
year

And the appropriation against
which the obligation was
incurred...

Remains available (usually the case)

* August 2015

Reduce the total amount of

obligations and outlays recorded for
the year in the budget schedules.

(2) Obligated and outlayed in a
previous year and credited to the
same appropriation or fund account

Remains available for new
obligations

Record the refund as offsetting
collections (cash) credited to expired
accounts (i.e., as offsetting
collections on lines 4030-4034 or
4120-4124 and as recoveries of prior
year paid obligations, unexpired
accounts on line 4053 or 4143;
increasing unobligated balances.
These offsetting collections are not
reported as new budget authority;
they are offset against gross outlays
but not against gross budget
authority.

(3) Obligated and outlayed in a
previous year and credited to a
different appropriation or fund
account

Remains available for new
obligations

Record the refund as offsetting
collections (cash) credited to
unexpired accounts (i.e., as
offsetting collections on lines 4030-
4034 or 4120-4124); increasing
spending authority from offsetting
collections.

(4) Obligated and outlayed in a
previous year

Has expired but is not yet canceled

Record the refund as offsetting
collections (cash) credited to expired
accounts (i.e., as offsetting
collections on lines 4030-4034 or
4120-4124; as offsetting collections
credited to expired accounts on line
4052 or 4142 of the schedule P); and
recoveries of prior year paid
obligations on line 4054 or 4144 of
the SF 133). These offsetting
collections are not reported as new
budget authority; they are offset
against gross outlays but not against
gross budget authority.

(5) Obligated in a previous year

Has been canceled

Deposit the refund in miscellaneous
receipts of the Treasury.
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VOLUME 3, CHAPTER 17: “ACCOUNTING REQUIREMENTS FOR MILITARY
CONSTRUCTION PROJECTS”

SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an asterisk (*) symbol preceding the section,
paragraph, table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated December 1996 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
170102 Added authoritative guidance. Addition
170201 Added definition of military construction. Addition

Updated to reflect general requirement that all military

170203 construction be authorized by law.

Revision

Updated policy requiring the use of Military
Interdepartmental Purchase Requests for military
construction when practicable. Added requirement to
170205.H develop a detailed action plan for review by the Deputy Addition
Chief Financial Officer if requesting to use suballotments.
Added requirements if permission is granted to use
suballotments.

Updated policy addressing architectural and engineering

170205.J services for public works and utility projects.

Revision

Updated planning and design policy to reflect current
170206.A requirements of Title 10, United States Code (U.S.C.), Revision
section 2807.

Deleted references to 10 U.S.C. 88 2672 and 2673, which

170207.A have been repealed.

Deletion

Updated certifications of costs in compliance with the United

170208 Facilities Criteria (UFC) 1-300-08. Revision

170302.C Added current minor construction funding limits to text. Addition

Updated to reflect current notification requirements of

170302E 1 19y 5.C. §5 2805, 182334, and 480. Revision
Updated references to Department of Defense (DoD)
170303 Directive 4270.5, “Military Construction.” Updated to Revision

reflect current notification requirements of 10 U.S.C.
8§ 2805, 18233a, and 480.
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PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
Added contingency construction policy per 10 U.S.C.
170303.C § 2804. Addition

Updated Environmental Restoration policy per

170304 10 U.S.C. 88 2700 and 2710, and the repeal of 10 U.S.C. Revision
§ 2810.
Clarified policy related to Defense access roads and added

170306 reference to Title 23, Code of Federal Regulations, Part 660, Revision
Subpart E.

170307 Added policy related to relocatable buildings. Addition

Clarified that post-award design costs are part of funded

170401 . Revision
project costs.

170501 Clarified definition of unfunded costs. Revision

170502 Clarified definition of advanced planning and design, as

distinct from post-award design costs. Revision

Established UFC 1-300-08 as the authoritative guidance for

170601 Revision
acceptance of real property.

170602.A Updated policy related to capitalization of assets. Revision

Deleted display of accounting entries and referred the reader
to the United States Standard General Ledger Treasury
170603 Financial Manual, the Standard Financial Information Deletion
Structure Transaction Library and the DoD Standard Chart
of Accounts.

Deleted outdated appendix, “Example — Certification of Cost

” Deletion
Incurred

Appendix A

Deleted outdated appendix, “Transfer and Acceptance of
Military Real Property.” DoD 1354 standardized
information conveyed and is referenced throughout the
chapter.

Appendix B Deletion

The “Phases of Military Construction” has been renumbered

as Appendix A. Revision

Appendix C

Renamed as Table 1 to Appendix A, “Evolution of a Fiscal
Year 2015 Military Construction Project” using current Revision
years.

Attachment 1 to
Appendix C
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CHAPTER 17

ACCOUNTING REQUIREMENTS FOR MILITARY CONSTRUCTION PROJECTS

1701 GENERAL
170101. Purpose

This chapter identifies accounting requirements and legal authorities applicable to the
construction of real property, including:

A. Costs to be charged to appropriations available for military construction
(these costs are referred to as funded costs);

B. Costs that, although financed by appropriations or funds other than those
available for a specific construction project, are to be capitalized as part of the real property
investment (these are referred to as unfunded costs);

C. Preparation of accounting source documents required to support entries to
real property accounts;

D. Obligation and expenditure restrictions and limitations for military
construction projects; and

E. Various other related functions.

F. For policy relating to the construction of real property involving
arrangements with host nations see the discussion of facilities and equipment outside the zone of
the Interior (United States and Possessions) in Volume 4, Chapter 6.

*170102. Authoritative Guidance

A Title 10, United States Code (U.S.C), section 2802 authorizes the
Department of Defense (DoD) and Military Departments to carry out military construction
projects, land acquisitions, and defense access road projects. Typically, annual national defense
authorization acts include military construction authorization acts. Congress has provided the
Department permanent authority to carry out certain types of military construction projects.
These standing authorities primarily are located within 10 _U.S.C. Chapter 169, “Military
Construction and Military Family Housing.” Chapter 169 includes:

1. Subchapter 1, Sections 2801 to 2815, “Military Construction;”
2. Subchapter 11, Sections 2821 to 2837, “Military Family Housing;”

3. Subchapter 111, Sections 2851 to 2869, “Administration of
Military Construction and Military Family Housing;” and
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4. Subchapter 1V, Sections 2871 to 2884, “Alternative Authority for
Acquisition and Improvement of Military Housing.”

B. 10 U.S.C. Chapter 1803 provides for Reserve Component military

construction.
C. Additional U.S.C. requirements prescribed in this chapter.

1. 10 U.S.C. 8 480, “Reports to Congress: Submission in Electronic

Form;”

2. 10 U.S.C. Chapter 160, “Environmental Restoration;”

3. 10 U.S.C. 8 2577, “Disposal of Recyclable Materials;”

4. 10 U.S.C. § 2667, “Leases: Non-excess Property of Military
Departments and Defense Agencies;”

5. 10 U.S.C. § 2668, “Easements for Rights-of-Way;”

6. 10 U.S.C. § 2703, “Environmental Restoration Accounts;”

7. 10 U.S.C. 8§ 2707, “Environmental Restoration Projects for
Environmental Responses;”

8. 10 U.S.C. 8 4540, “Architectural and Engineering Services;”

9. 10 U.S.C. 8 7212, “Employment of Outside Architects and

Engineers;”

10. 10 U.S.C. § 9540, “Architectural and Engineering Services;”

11. 10 U.S.C. § 18233, “Acquisition;”

12. 10 U.S.C. 8§ 18233a, “Notice and Wait Requirements for Certain
Projects;”

13. 23 U.S.C. § 210, “Defense Access Roads;”

14. 42 U.S.C. Chapter 103, “Comprehensive Environmental
Response, Compensation, and Liability;” and

15. 50 U.S.C. Chapter 34, “National Emergencies Act.”
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D. Additionally, the accounting policy and related requirements prescribed by
this chapter are in accordance with the applicable provisions and are identified throughout the
remainder of this chapter.

1. The United States Standard General Ledger (USSGL) Treasury
Financial Manual, the Standard Financial Information System (SFIS) Transaction Library,
and the DoD Standard Chart of Accounts;

2. Title 23, Code of Federal Regulations (CFR), Part 660, Subpart E,
“Defense Access Roads;”

3. DoD Directive (DoDD) 3025.18, “Defense Support of Civil
Authorities (DSCA);”

4, DoDD 4270.5, “Military Construction;”
5. DoD Instruction DoDI 4165.56, “Relocatable Buildings;” and

6. United Facilities Criteria (UFC) 1-300-08, “Criteria for Transfer
and Acceptance of DoD Real Property.”

1702 MILITARY CONSTRUCTION PROCESS
*170201. Definition

Military construction is any construction, development, conversion, or extension of any
kind carried out with respect to a military installation, whether to satisfy temporary or permanent
requirements, or any acquisition of land or construction of a defense access road. A military
construction project includes all military construction work necessary to produce a complete and
usable facility or a complete and usable improvement to an existing facility (or to produce such
portion of a complete and usable facility or improvement as is specifically authorized by law).
The authority to carry out military construction includes authority for (1) surveys and site
preparation; (2) acquisition, conversion, rehabilitation, and installation of facilities;
(3) acquisition and installation of equipment and appurtenances integral to the project;
(4) acquisition and installation of supporting facilities (including utilities) and appurtenances
incident to the project; and (5) planning, supervision, administration, and overhead incident to
the project.

17-7


https://www.fiscal.treasury.gov/fsreports/ref/ussgl/ussgl_home.htm
http://dcmo.defense.gov/ProductsandServices/StandardFinancialInformationStructure.aspx
http://www.gpo.gov/fdsys/pkg/CFR-2013-title23-vol1/pdf/CFR-2013-title23-vol1-part660-subpartE.pdf
http://www.dtic.mil/whs/directives/corres/pdf/302518p.pdf
http://www.dtic.mil/whs/directives/corres/pdf/427005p.pdf
http://www.dtic.mil/whs/directives/corres/pdf/416556p.pdf
https://www.wbdg.org/ccb/DOD/UFC/ufc_1_300_08.pdf

DoD 7000.14-R Financial Management Regulation VVolume 3, Chapter 17
* February 2016

170202. Authorization Requests

A. Each year an annual or biennial request for major construction projects
and programs is submitted to the Congress. Requests presented are reviewed, adjusted, and
approved through established command and staff channels, including the Office of the Secretary
of Defense (OSD) and the Office of Management and Budget (OMB) before submission to the
Congress for authorization. The Assistant Secretary of Defense for Energy, Installations and
Environment (ASD(EI&E)) in conjunction with the Under Secretary of Defense (Comptroller)
provides guidance for submitting military construction projects for authorization.

B. Requests for authorization are confined to projects that reasonably can be
expected to be executed within the fiscal year requested.

C. Authorization requests for major construction projects must be supported
by data on proposed physical capacity or other physical measurements, as well as data on
estimated costs. Generally, the data for such projects must be arranged by state and/or
installation. These data must be accompanied with comparative data on the existing real
property inventory and projects expected to be subject to future authorization requests. Related
data with respect to approved missions and proposed forces should also be provided. In addition,
programs also should be evaluated with respect to that portion of a project subject to request for
immediate authorization and that portion deferred for future authorization requests.

*170203. Authorization Guidance and Restrictions

A. Each Act of Congress that provides authorization for work performed
under major construction programs generally contains a limitation on total costs for work
undertaken for each installation as a whole, for emergency construction work on a Department-
wide basis and, in some cases for a type or category of construction. In certain circumstances,
overruns, within stated percentages, may be authorized with respect to individual cost
limitations, provided the total amount authorized for any appropriation is not exceeded.

B. Specific authorization in a military construction authorization act is
required for work performed under major construction programs unless the project is carried out
under one of the authorities provided by: 10 U.S.C. 8§ 2667-2668, 2803-2805, 2808, 2854,
18233 and other authorities to carry out a project not otherwise specifically authorized.

C. A Military Department may not carry out a minor military construction
project expected to exceed the statutory limits provided in 10 U.S.C. § 2805 without specific
Congressional authorization and approval. See subparagraph 170302.C.

D. 10 U.S.C. § 2802 provides authority to carry out a military construction
project (See paragraph 170201).
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170204. Appropriation Requests

A. Military Construction Projects. Appropriation requests in support of all
new military construction projects are submitted to the Congress annually or biennially, as
required. Military construction appropriations generally are available for obligation for five
fiscal years.  Such appropriation requests are consistent with existing authorizations,
authorization requests, or other requests for funds, as applicable, and include specific budget
estimates for those projects for which legislative authorization has been, or is being, requested.

B. Military Family Housing. Individual projects must be authorized and
appropriated in accordance with 10 U.S.C. Chapter 169, Subchapter II.

C. Reprogramming. Adjustments may be made as necessary to finance to
completion the cost of:

1. Projects previously approved and started,
2. Projects expected to be started during the current fiscal year, and
3. Other project costs that represent valid unfinanced requirements
for the budget year.
D. Reprogramming Amounts. All reprogramming amounts requested must

be consistent with amounts appropriated for specified military construction projects and the
reprogramming criteria provided in Chapter 7, “Reprogramming of Military Construction and
Family Housing Appropriated Funds.”

1. The amount of reprogramming must be within total amounts
appropriated in each annual appropriation act.

2. Amounts previously appropriated in excess of the cost of
performance may be reprogrammed to support the completion of other projects.

3. Individual projects cited as a source of funds for reprogramming
are limited to the new total cost included in the estimate given to the Congress.

170205. Obligation and Expenditure Restrictions

A. Appropriated funds authorized for obligation are subject to the regulations
regarding administrative control of funds and Antideficiency Act provisions addressed in
Volume 14. An adequate system of funds control must be established in accordance with
Volume 14. These controls must be designed to ensure that individual projects are being carried
out consistently with authorized purposes and within authorized and available funds.

17-9



DoD 7000.14-R Financial Management Regulation VVolume 3, Chapter 17
* February 2016

B. Absent a specific provision of law, the cost estimate for each project
approved by the Congress is not a separate statutory cost limitation. Major physical or financial
changes in individual projects previously approved must be reported in advance to the House and
Senate Appropriations Committees and the House National Security and Senate Armed Services
Committees for their approval after proper clearance within the Department and OMB.

C. Limitations will be at the project level for major construction and budget
activity for minor construction and planning and design.

D. DoD Components have limited authority to realign resources between
projects consistent with VVolume 2B, Chapter 6.

E. Requests for apportionment of appropriated funds must be based on
estimates contained in applicable approved operating budgets.

F. Within each Military Department, funding authorizations to incur
obligations must be made by means of subdivisions of appropriated funds to operating agencies
and operating units responsible for construction. Such funding authorizations must be less than
or equal to total obligation requirements for the respective approved operating budgets.

G. There can be only one allotment of funds from the construction
appropriation to any operating agency and only one suballotment of funds from any such
allotment to each operating unit. These allotments and suballotments represent funds
distribution only and are not made for reimbursable activity. Each allotment or suballotment
should carry with it only such additional obligation limitations as may be established by OMB or
the Secretary of Defense, or as otherwise required by the Congress or the President. Separate
limitations imposed on total costs by congressional authorizations and by administrative action
must be observed at every level in connection with budgetary and funding actions as well as in
program execution.

* H. Intergovernmental Construction Work or Services

1. Military Departments performing construction work or services for
another DoD Component or another Federal agency are required to use reimbursable agreements
delineated under the Economy Act when practicable (i.e. reimbursable Military
Interdepartmental Purchase Requests (MIPRs)). MIPRs must include a requirement for periodic
billings for construction along with sufficient documentation of the costs billed in accordance
with G-Invoicing (formerly known as Invoice Processing Platform (IPP)).

2. DoD Construction Agents (U.S. Army Corps of Engineers and the
Naval Facilities Engineering Command) must use MIPRs when performing work for the DoD
Intelligence Agencies listed in Volume 6B, Chapter 1.

3. DoD Construction Agents wishing to use suballotments rather than

MIPRs must deliver a detailed action plan to the Deputy Chief Financial Officer (DCFO). If the
detailed action plan is approved by the DCFO, the Construction Agents are required to:
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a. Use independently validated FISCAM and FFMIA
compliant financial management systems:

1) FISCAM compliant systems must meet all relevant
FISCAM control objectives to the financial statements (i.e. both Information Technology
General Controls and application controls related control objectives).

@) FFEMIA compliant systems must meet: Federal
financial management system requirements (e.g., OMB Circular A-127, A-130), applicable
Federal accounting standards (e.g., Statement of Federal Financial Accounting Standards
(SFFAS), OMB Bulletin 15-02), and the United States Standard General Ledger (USSGL) at the
transaction level.)

b. Provide USSGL/SFIS compliant trial balances inclusive of
budgetary and propriety accounts to each customer and DFAS monthly. They must also provide
reconciliations of the trial balances to:

1) Suballotment universe of transactions;

@) End-to-end feeder systems, including contract
writing systems, entitlement systems, and Accountable Property Systems of Record;

(3) Defense Departmental Reporting System unadjusted
and adjusted trial balances; and

4) Program Budget Accounting System funding
authorizations.

C. Provide end-to-end business process and underlying system
walkthroughs, process flows, and narratives, for the execution of Military Construction projects -
both major and minor. The end-to-end business process includes the receipt of funding through
the transfer of asset(s) and close-out of related contracts. The process should demonstrate how
all costs (direct and indirect) associated with bringing an asset into service is accumulated in a
construction-in-progress account in accordance with SFFAS Number 6.

1) Within five days of receipt from customer, provide
requested transaction supporting documentation. Documentation may include: contracts,
invoices, receiving documents, rate settlement calculations, Department of Defense (DD)
Form 1354s, and support for DDRS or accounting system Journal Vouchers (JVs).

2 Work with customer auditors to identify and
correct any audit findings, including system findings.

4, Provide a reconciliation of progress billings to actual
construction in progress and provide sufficient supporting documentation for the reconciliation
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at least monthly.

5. DoD Construction Agents may perform work or services for the
Federal Emergency Management Agency or other DoD Agency or non-DoD Federal Agencies
when construction or services work is a response to an emergency, under suballotments.

6. Funding for construction work by the transfer of appropriation
accounts or by advances of funds is prohibited. Direct citation of funds (i.e., direct charge by
the performing unit and/or activity to the funds of the ordering unit and/or activity) is also
prohibited.

l. The performance or all work or services on a reimbursable basis under a
construction appropriation must conform to the policies prescribed in this subparagraph:

1. Reimbursements earned are an additional source of obligational
authority under the appropriate budget program account. Recording reimbursements for orders
received is permitted for establishing obligational authority. Cost limitations for the
performance of work must be observed pursuant to the terms of the orders received. Operating
budgets must include estimates of reimbursable orders received or anticipated.

2. Reimbursements are to be budgeted and their use controlled at the
Military Department level where management and control of a program is retained. In these
cases, allotments of funds must be expressed in terms of total obligational authority in operating
budgets of the respective operating agencies and operating units responsible for carrying out the
program.

* J. Authority to procure architectural and engineering services for public
works and utilities projects is provided by 10 U.S.C. § 4540, 7212 and 9540. These sections,
which apply to the Department of the Army, the Department of the Navy, and Department of the
Air Force, respectively, limit the amount of obligations that can be incurred for architectural and
engineering services for any public works or utilities project. Specifically, these sections limit
the amount of such services provided by sources outside the respective Departments to not more
than six percent of the estimated cost of the project. The six percent threshold does not include
costs associated with activities such as design reviews, advertisements, preparation of invitations
for bids, requests for proposals, land survey, soils and/or other investigations and model studies,
determination of program or project requirements, design development criteria, environmental
impact statements and supporting data, or travel and per diem.

170206. Planning and Design

* A. 10 U.S.C. § 2807 authorizes the Secretary to perform planning and design
efforts for military construction or land acquisition projects.

1. Such efforts, to the extent accomplished within amounts otherwise

appropriated for such purposes, may be accomplished without specific congressional
authorization for the project involved, provided the activities are accomplished within amounts
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otherwise appropriated and the estimated design costs do not exceed the amount established in
10 U.S.C. § 2807, as amended. The established limit is $1 million.

2. 10 U.S.C. § 2807 prescribes an obligational notice and wait period
for architectural and engineering services and construction design services for which the
estimated costs exceeds $1 million. Before obtaining such services, the Secretary concerned will
notify the appropriate committees of the Congress before the initial obligation of funds for such
services. The Office of the ASD(EI&E), Facility Investment and Management Directorate will
receive copies of the Congressional notification. The Secretary concerned can only obligate the
funds after the end of a 21-day period following the notification to Congressional committees. If
an electronic copy of the notification is provided to the Congressional committees, then the
waiting period is reduced to 14 days pursuant to 10 U.S.C. § 480. This provision applies to both
the active and reserve components of the Military Services.

B. See subparagraph 170205.J. for limitations on the amount of costs Military
Departments may incur for architectural or engineering services obtained from sources outside of
the respective Department.

C. Planning and design functions include:

1. Architectural and engineering services and construction design
required for site investigation, survey, mapping, or sketches;

2. Preparation of cost estimates for construction and land acquisition
projects,

3. Preparation of plans, specifications, special studies, including
value engineering, and construction contract documents;

4. Construction management of projects funded by foreign
governments for which elements of the Armed Forces of the United States are the primary users;

5. Development and updating of design criteria and manuals;

6. Preparation of standard designs and definitive drawings used on
military construction projects;

7. Management of military construction program design and contract
administrative services for design;

8. Certification of project cost;

9. Administration of architectural and engineering service contracts
for the design of construction and land acquisition projects; and

17-13



DoD 7000.14-R Financial Management Regulation VVolume 3, Chapter 17
* February 2016

10. Printing and reproduction of bid documents, preparing pre-bid
government estimates and liaison with prospective bidders prior to award of a construction
contract.

170207. Scope of a Military Construction Project

* A. Military construction projects include all acquisitions of land, regardless
of cost. All requests for purchase, withdrawal from public domain, lease, or permit from
individuals or government entities, or any other type of use agreement involving more than
1,000 acres, or land whose estimated purchase price or annual lease price exceeds $1 million will
be submitted to the Deputy Secretary of Defense through ASD(EI&E).

B. A military construction project includes all construction efforts, or any
contribution authorized by law, necessary to produce a complete and usable facility or a
complete and usable improvement to an existing facility or improvement as specifically
authorized by law.

C. Military construction project funding includes equipment installed in and
made a part of real property structures or improvements. Construction project funding excludes
all production and movable equipment. The source and cost of all production and movable
equipment directly associated with construction projects must be disclosed as additional
information in presenting construction programs and budgets.

D. Construction applicable to one real property facility:

1. All construction proposed for a real property facility in which the
same functional purpose or related functional purposes involved will be treated as one project.

2. All concurrent construction proposed for contiguous areas of a
multi-use facility must be treated as a single project even though the construction pertains to
unrelated functional purposes. For this purpose, contiguous means “in actual contact” or
“touching.”

3. All construction proposed for a multi-use facility that is common
to the facility as a whole, or common to areas in which the same or related functional purposes
are performed, must be treated as a single project.

4. Construction proposed for a multi-use facility may be divided into
separate projects if each project can be clearly defined and the result is a complete and usable
facility.

E. When construction is accomplished concurrent with repair and/or
maintenance work as an integrated undertaking, the construction may be treated as a separate
project. Because the construction is treated as a separate project, cost limitations, notification,
and other requirements associated with applicable construction projects apply. For this purpose,
engineering estimates may be used to determine costs applicable to the construction portion.
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F. A decision as to whether one project or several projects are to be
established for related efforts must be submitted for approval to the Secretary of the appropriate
Military Department.

*170208. Certifications of Costs

A. Certifications of costs incurred must be prepared in accordance with the
format shown in UFC 1-300-08. These certifications must include statements of total cost
incurred on the project; the total cost broken out for each building, linear structure, and structure
constructed as part of the project; and the total cost broken into the categories of planning and
design, construction contract supervision and administration, construction costs, and project
funded real property installed equipment (RPIE) costs. In connection with the statement of total
costs, the types of funds obligated or the lines of accounting for the funds must be identified as
well as the organization(s) responsible for funding the acquisition.

B. The certification must be completed upon completion of the contract and
furnished to the accountable Service when final costs of construction are accrued. The
certification must be signed by an individual within the construction agent organization
responsible for and authorized to transfer accountability and by the individual within the
acquiring entity responsible for and authorized to accept accountability of the relevant properties
(in most cases, the Real Property Accountable Officer).

C. A copy of the certification must be retained in a project file at each level
that maintains project files.

1702009. Project Files

Project files must be maintained for each construction project. These project files must
represent a complete historical record of the project from inception to completion.
Correspondence and other documentation pertinent to the project should be incorporated into
project files at all appropriate levels. These files may include memorandums for record
pertaining to decisions resulting from discussions, meetings, and telephone conversations.
Construction agents are responsible for holding the historical project files and must provide
copies of the files to the acquiring entity. Any agreements or contracts with constructions agents
must specify the requirement for the construction agent to provide copies of such files to the
acquiring entity in accordance with this paragraph on a monthly basis.

1703 CATEGORIES OF MILITARY CONSTRUCTION PROJECTS
170301. Specified Military Construction Projects
A. Specified military construction projects, or “major military construction”

projects, include all acquisition and/or construction, additions, expansions, extensions,
conversions, alterations, or replacements of:
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1. Facilities with costs in excess of the amount specified by law as the
maximum amount for a minor construction project, or

2. Any project, regardless of cost, approved as a specific line item in
the Military Construction budget request.
B. Elements of a major construction project should include:
1. Surveys, demolition and site preparation;
2. Acquisition, conversion, rehabilitation, and installation of
facilities;
3. Acquisition and installation of equipment and appurtenances

integral to the project;

4. Acquisition and installation of supporting facilities (including
utilities) and appurtenances incident to the project;

5. Supervision, administration, and overhead incident to the project;
and

6. Design and support of design for construction projects after project
approval (includes change orders, value engineering proposals, and as-built drawings).

C. Specifically excluded from major construction are those activities
identified as minor construction, planning and design, or supporting activities.

170302. Unspecified Minor Military Construction

A. Projects that involve the acquisition of new construction, addition,
expansion, extension, alteration, conversion, replacement, or installation of permanent or
temporary facilities (except family quarters) are minor construction projects when:

1. The cost of the project does not exceed such amount as may be
specified by 10 U.S.C. § 2805 for the Active Components and 10 U.S.C. § 18233a for the
Reserve Components, and

2. The project has not been included in the budget request as a
specific line item.

B. For other than family housing facilities, when the cost of a project is less
than the amount specified in 10 U.S.C. § 2805, the project must be financed from unspecified
minor construction appropriations; operations and maintenance (O&M) appropriations; research,
development, test and evaluation (RDT&E) appropriations; working capital fund resources; or
other resources, as appropriate. The funding source does not influence the financial statement
capitalization requirements described in subparagraph 170602.A.
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* C. As of the date of this chapter, the dollar limits on minor construction are:

1. An unspecified minor military construction project will have an
approved cost equal to or less than $3 million. (See 10 U.S.C. § 2805, as amended.)

2. For a military construction project intended solely to correct a
deficiency that is life threatening, health threatening, or safety threatening, an unspecified minor
military construction project may have an approved cost equal to or less than $4 million. (See
10 U.S.C. § 2805, as amended.)

3. Minor military construction projects for the Reserve Components
are valued at less than $750 thousand. (See 10 U.S.C. § 18233a).

4. O&M Funds may be used to carry out an unspecified minor
military construction project costing not more than $1 million. (See 10 U.S.C. § 2805, as
amended.)

D. Project guidelines include:

1. Notwithstanding any other provisions for approval of minor
construction projects, no project may be proposed to be accomplished under minor construction
authority that previously has been deleted by the Congress from proposed military construction
authorization legislation or otherwise disapproved of by the Congress.

2. Each project accomplished under the minor construction authority
must result in a complete real property facility or improvement.

3. Each project must, to the maximum extent possible, be consistent
with the appropriate installation master plan. Requests for project approval must fully disclose
the relation of the project to the master plan and must detail further planned construction to the
same or closely related facilities.

4, The planned acquisition of, or improvement to, a real property
facility through a series of minor construction projects; that is, incremental type construction is
prohibited.

* E. Notification requirements include:

1. When a minor construction project costing more than amounts
established in 10 U.S.C. § 18233a is undertaken, appropriate congressional committees must be
notified prior to the start of the project. The project then may be carried out only after the end of
the 21-day period beginning on the day the notification is received by the committees, or if
earlier, the end of the 14-day period beginning on the date on which an electronic copy of the
notification is provided in an electronic medium pursuant to 10 U.S.C. § 480. Funds cannot be
obligated for construction until the committee approves the minor construction.
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2. 10 U.S.C. § 2805 requires the Secretary concerned to notify, in
writing, the appropriate committees of Congress of a decision to undertake an unspecified minor
construction project costing more than $1 million. Notification must include the justification and
estimated cost of the project. The project may be carried out only after the end of a 21-day
period beginning on the date notification is received by the committees (or, if earlier, the end of
the 14-day period beginning on the date on which a copy of the notification is provided
electronically pursuant to 10 U.S.C. § 480).

F. Additional minor construction provisions include:

1. Planning and design costs are excluded from the cost
determination for purposes of determining compliance with the amounts established in
10 U.S.C § 2805 for minor construction projects.

2. DoD Components are precluded from using materials, supplies, or
items of installed capital equipment on their own minor construction projects on a
non-reimbursable basis.

3. Prerequisites for establishing a minor construction project include
identification of the required end result of the project and its correlation with the appropriate
installation master plan.

4, It is not feasible to prescribe absolute criteria for determining what
scope of work would, under all possible circumstances, properly constitutes a separate minor
construction project. However, minor construction projects undertaken under the authority of
10 U.S.C. § 2805 must be consistent with the intent of the statute as to what constitutes a
separate project.

*170303. Emergency and Contingency Construction

Congress provides several separate authorities for major construction during times of war
and national emergency and other special situations. These authorities are:

A. Construction in the Event of a Declaration of War or National Emergency

1. 10 U.S.C. § 2808 contains authority that authorizes the Secretary
of Defense to undertake military construction projects, without regard to any other provision of
law, in the event of a declaration of war or the declaration by the President of a national
emergency. This adheres to the National Emergencies Act, 50 U.S.C. Chapter 34, which
requires use of the Armed Forces of the United States.

2. Such projects must be necessary to support such use of the Armed
Forces and may be undertaken only within the total amount of funds that have been appropriated
for military construction, including funds appropriated for family housing, that have not been
obligated. Additional guidance is contained in DoDD 3025.18 and DoDD 4270.5.
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3. When a Secretary of a Military Department decides, in conjunction
with the supported Combatant Commander, to request use of this authority, the Secretary of the
Military Department will submit a request to ASD(EI&E). This request must include:

a. DD 1391, Military Construction Project Data, providing
justification for the project and a current cost estimate. Justification must include alternatives
considered to using this authority and reasons for their non-selection.

b. An explanation of when the requirement was identified and
how it was planned or programmed for execution prior to the current request.

C. A complete description of the source of funds to be used
for the project, including the specific reasons as to why the funding is available and associated
notifications under 10 U.S.C. § 2853, “Authorized Cost and Scope of Work Variations,” as
necessary.

d. An expected timeline and acquisition method for the
project (including design milestones, construction contract award, and completion dates)
assuming project approval within 30 days of submission of the request to ASD(EI&E).

e. Rationale as to why the project should not be deferred to a
future budget request.

4. In conjunction with a Military Department request for
10 U.S.C. § 2808 authority, the Chairman of the Joint Chiefs of Staff must certify to the
ASD(EI&E) that the request satisfies Combatant Commander priorities and is consistent with
theater basing plans and/or operational requirements.

5. Once the Secretary of the Defense has notified the Congress, the
Office of the Under Secretary of Defense (Comptroller) (OUSD(C)) will issue funds pursuant to
Chapter 5. Further, increases to the estimated costs provided in the notification require
OUSD(C) coordination and reissuance of the funds.

6. This authority will terminate at the end of the war or national
emergency.
B. Emergency Construction
1. The Secretaries of the Military Departments and Directors of

Defense Agencies may carry out a major construction project under the authority of
10 U.S.C. § 2803, after appropriate congressional notification. Additional guidance is contained
in DoDD 4270.5, “Military Construction.” Emergency construction is limited to those projects
where it is determined that:

a. The project is vital to national security, protection of health
and safety, or quality of the environment; and
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b. The requirement for the project is so urgent that deferral of
the project for inclusion in the next Military Construction Authorization Act would be
inconsistent with national security, protection of health and safety, or quality of the environment.

2. When a decision is made to request approval for an emergency
construction project, the DoD Component concerned must submit a notification and request for
reprogramming of military construction funds in accordance with the provisions of
10 U.S.C. § 2803 and Chapter 7. Each reprogramming request must include:

a. Justification for the cost of the project,
b. The current estimate of the cost of the project,
C. Justification for carrying out the project as an emergency
construction project, and
d. A statement as to the source of funds to be used for the
project.
3. Emergency construction projects must be financed within amounts

appropriated for military construction that have not been obligated for other purposes. The
maximum amount that may be obligated by each Military Department in any fiscal year is
established in 10 U.S.C. § 2803. As of the date of this chapter, that amount is $50 million.

4, The project may be carried out only after the end of the seven-day
period beginning on the date the notification is received by the Congressional committees
whether or not a copy of the notification is provided in an electronic medium pursuant to
10 U.S.C. §480.

5. Except as otherwise specifically provided for, emergency
construction projects will be subject to the same restrictions and limitations as major
construction projects. Additionally, the identification and treatment of costs for emergency
construction projects must be consistent with that for major construction projects.

6. There is no provision for emergency construction for the Reserve
Components.

* C. Contingency Construction

1. 10 U.S.C. § 2804, “Contingency Construction” and the annual
Military Construction Appropriation Acts contain authority that authorized projects of an urgent
nature are to be funded from the Contingency Construction Account. Such efforts, to the extent
accomplished within amounts appropriated for such purposes, may be accomplished without
specific congressional authorization for the project involved.
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2. A project financed under this authority requires a determination
that deferral of the project for inclusion in the next Military Construction Authorization Act
would be inconsistent with national security or national interest. Additional guidance is
contained in DoDD 4270.5.

3. Use of this authority requires approval by the Secretary of Defense
and written notification to the appropriate committees of Congress.

4, When a decision is made to request approval for a contingency
construction project, the DoD Component concerned must submit a notification and request for
reprogramming of military construction funds in accordance with the provisions of
10 U.S.C. § 2804 and Chapter 7. Each reprogramming request must include:

a. Justification for the cost of the project,
b. The current estimate of the cost of the project,
C. Justification for carrying out the project as a contingency
construction project, and
d. A statement as to the source of funds to be used for the
project.
5. Actual construction may not commence prior to the receipt of

appropriate DoD and congressional approval. The project may be carried out only after the end
of the 14-day period beginning on the date the notification is received by the appropriate
committees or, if earlier, the end of the seven-day period beginning on the date on which a copy
of the notification is provided in an electronic medium pursuant to 10 U.S.C. § 480.

*170304. Environmental Response Actions

A. Authority  for  environmental response actions is  provided
under10 U.S.C. Subtitle A, Part 1V, Chapter 160, “Environmental Restoration” (sections 2700 to
2710 of Title 10). Under the provisions of 10 U.S.C § 2707, “Environmental Restoration
Projects for Environmental Responses,” the Secretary of Defense or the Secretary of a Military
Department may carry out an environmental restoration project if that Secretary determines that
the project is necessary to carry out a response under Chapter 160 of the Comprehensive
Environmental Response, Compensation, and Liability Act of 1980 (CERCLA)
(42 U.S.C. Chapter 103).

B. Any construction, development, conversion, or extension of a structure,

and any installation of equipment, that is included in an environmental restoration project may
not be considered military construction.
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C. The United States Department of the Treasury (Treasury) Fund Symbol
**X0810, “Environmental Restoration” has been established by 10 U.S.C § 2703,
“Environmental Restoration Accounts” for the conduct of environmental restoration projects.
(Replace ** with appropriate DoD or Military Department identifier.) This account will be
credited with:

1. Amounts appropriated to this account by Congressional action,
2. Amounts recovered under CERCLA for response actions, and
3. Any other amounts recovered from a contractor, insurer, surety, or

other person to reimburse the DoD or a Military Department for any expenditure for
environmental response activities.

D. Use of Funds

1. The Environmental Restoration Account described in this
paragraph is the only source of funds to conduct environmental restoration projects at a site
under the jurisdiction of the DoD or at a formerly used defense site, except for certain Base
Realignment and Closure sites.

2. In the case of property disposed of pursuant to a base closure law
and subject to certain CERCLA provisions, the sole source of funds for environmental
restoration is the applicable DoD base closure account. See 10 U.S.C. § 2703 for additional
provisions.

3. No funds appropriated to the Environmental Restoration Account,
for fiscal years 1995 through 2010 may be used for the payment of a fine or penalty (including
any supplemental environmental project carried out as part of such penalty) imposed against the
DoD or a Military Department, except as provided in 10 U.S.C. 8 2703, paragraph f.

E. See Volume 4, Chapter 13 for the accounting policy for measuring,
recognizing, and disclosing environmental liabilities.

170305. Restoration or Replacement of Damaged or Destroyed Facilities
A The Secretaries of the Military Departments and the Secretary of Defense
may repair, restore or replace a facility that has been damaged or destroyed and for which
legislative authorization and appropriation has not been provided.
B. 10 U.S.C. § 2854, “Restoration or Replacement of Damaged or Destroyed

Facilities,” requires that Congress be notified in writing when the cost of a project is greater than
the amount specified in 10 U.S.C. 8 2805 for minor construction. See Chapter 7.
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C. When a decision is made to request approval for restoration or
replacement of damaged or destroyed facilities, the applicable DoD Component concerned must
submit a request in accordance with the provisions of 10 U.S.C. § 2854 and Chapter 7. Each
reprogramming request must include:

1. Justification for, and the current estimate of, the cost of the project;
and
2. A statement as to the source of funds to be used for the project.
D. Restoration or replacement projects must be financed within amounts

appropriated that have not been obligated for other purposes.

E. Actual construction may not commence prior to the receipt of appropriate
DoD and congressional approval.

*170306. Defense Access Roads

A. 23 CFR Part 660, Subpart E, states the defense access roads program
provides a means by which the Federal government may pay its fair share of the cost of:

1. Highway improvements needed for adequate highway service to
defense and defense related installations;

2. New highways to replace those, which must be closed to permit
establishment or expansion of defense installations;

3. Repair of damage to highways caused by major military
maneuvers;

4. Repair of damages due to the activities of contractors engaged in
the construction of missile sites; and

5. Missile routes to ensure their continued ability to support the
missile transporter-erector vehicle.

B. Authorization for the funding of the construction and maintenance of
defense access roads is provided by 23 U.S.C. § 210, “Defense Access Roads.” Defense access
roads, including bridges and tunnels, provide access to military reservations, to defense
industries and defense industry sites, and to the sources of raw materials when such roads are
certified as important to the national defense by the Secretary of Defense or such other official as
the President may designate. In addition, DoD may replace existing highways and highway
connections that are shut off from the general public use by necessary closures or restrictions at
military reservations and defense industry sites.
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C. Highways located within the boundaries of a military reservation are not
eligible for financing from these funds. Such highways must be funded from major construction,
emergency construction, or minor construction programs, as applicable. Additionally, projects in
the regular Federal Air Primary Systems normally are not considered eligible for financing with
these funds.

D. Funds available for Defense access roads can be provided to the
Department of Transportation (DoT) via a Standard Form (SF) 1151, Nonexpenditure Transfer
Authorization, or the effort may be carried out by DoT on a reimbursable basis.

*170307. Relocatable Buildings

A. A relocatable building is a habitable prefabricated structure designed to be
readily moved, erected, disassembled, stored, and reused. Also included in the definition are
tension fabric structures assembled from modular components and air-supported domes, both of
which can be easily disassembled, moved, and reused. This definition excludes mobile military
equipment such as communications vans, emergency management and command post trailers.
Also excluded are tents, modular sheds less than 500 square feet, temporary contractor trailers,
and temporary government construction administration trailers that are located on, or in the
vicinity of, a construction site.

B. DoDI 4165.56, “Relocatable Buildings,” provides DoD guidance for the
acquisition and use of relocatable buildings. This instruction provides that relocatable buildings
may be purchased, stored, and used within DoD when these facilities constitute the most feasible
and economical means of satisfying short-term interim facility requirements pending the
availability of permanent space in existing facilities or through the construction of a permanent
conventional facility. An interim facility requirement is a short-term requirement (normally 5
years or less) for facilities due to transitory peak military missions, deployments, military
contingency operations, or disaster relief requirements, or other urgent requirements.
Relocatable buildings also may be used instead of conventional, permanent construction when
the duration of the requirement is uncertain such as in a contingency operation pursuant, or
instead of conventional, permanent construction when the space is known to have a recurring
mobile requirement, such as the need to move a field office to different sites on a training range.

C. Buildings, which meet the definition of relocatable buildings, may be
classified as personal property when purchased as an equipment item, and if so, must be acquired
with funds available for O&M, RDT&E or Procurement funds, as appropriate.

D. The acquisition of buildings, to include modular facilities, which do not
qualify as relocatable buildings under applicable policy, must be acquired as military
construction. The rules for Specified Military Construction Projects (see paragraph 170301),
Unspecified Minor Military Construction (see paragraph 170302), Emergency and Contingency
Construction (see paragraph 170303) or other applicable authority must be applied. Site
preparation to erect or install relocatable buildings that results in real property improvements is
classified as construction and is funded with O&M or military construction in accordance with
10 U.S.C. 88 2801 and 2805.
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E. Costs for set up, disassembly, maintenance, refurbishment, packaging, and
transporting relocatable buildings that are classified as equipment are expenses and must be
appropriately charged to appropriations available to fund such costs.

F. Relocatable buildings may be authorized and acquired as real property.
Relocatable buildings acquired as real property are funded with either O&M or Military
Construction funds depending on the total acquisition cost in accordance with the cost thresholds
for construction pursuant to 10 U.S.C. 88 2801 and 2805. In determining the threshold, the cost
of the relocatable building will be based on the total cost of the completely assembled building
and not on the separate components, and includes all site work.
1704. EFFORTS FINANCED BY MILITARY CONSTRUCTION APPROPRIATIONS
*170401. Funded Costs
Except as prescribed in section 1705, major costs incurred during the design and
construction phases are funded from applicable military construction appropriations. These costs
include, but are not necessarily limited to:
A. All materials, supplies, and services applicable to the project,

B. RPIE, unless such equipment was obtained on a non-reimbursable basis
from another DoD Component or federal agency,

C. Transportation costs applicable to materials, supplies, and government
owned equipment,

D. Labor costs, including construction units composed of foreign nationals
but excluding U.S. military labor,

E. That portion of installation overhead or support costs that can be identified
as representing additional costs that would not have been incurred were it not for the project,

F. Supervision, inspection and overhead costs charged by the USACE and
the NAVFAC when serving as the design and/or construction agent,

G. Travel and per diem related to applicable military or civilian labor;

H. That portion of costs applicable to the O&M of Government owned
equipment, computed on an hourly rate in accordance with Volume 11A, Chapter 1, Table 1-1;

l. For specified major construction projects, planning and design costs
described in paragraph 170206; and

J. Cost of remediating unknown environmental contamination within the
footprint of a military construction project.
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170402. Overhead Expenses

All overhead expenses for the military construction program, including work for others,
initially are financed from the performing military construction appropriation. These expenses
are distributed to projects, including work for others. Military construction overhead includes:

A. Personal services (and support costs) at field and headquarters activities
related to the military construction program;

B. Contract administration;

C. Military construction program and project management (including post
construction evaluation);

D. Technical direction and coordination of projects;

E. Land planning studies or reports, appraisal, and title search after
congressional authorization of a land acquisition or exchange; and

F. Project management and administration not otherwise identified in this
paragraph.

170403. Reimbursable Project Costs

The appropriation or fund financing a construction project must reimburse other
appropriations or funds, as applicable, for costs initially financed by another appropriation or
fund. Reimbursement between appropriations must be made by use of a SE 1080, Voucher for
Transfers Between Appropriations and/or Funds, on a “no check” basis.

1705. RELATED COSTS FINANCED BY OTHER THAN MILITARY CONSTRUCTION
APPROPRIATIONS

*170501. Unfunded Costs
A Some efforts in support of military construction are identified as unfunded

costs. However, such costs must be capitalized as part of the value of the property. Unfunded
costs are those that:

1. Contribute to a military construction project,

2. Are financed from appropriations other than military construction,
and

3. Are not reimbursed by appropriations available for military

construction.
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B. Unfunded costs include:
1. Costs financed from military personnel appropriations;
2. Costs applicable to the depreciation of government owned

equipment computed on an hourly rate in accordance with Volume 11A, Chapter 1, Table 1-1;

3. Unfunded civilian fringe benefit rates for DoD civilian personnel
as prescribed in Volume 11A, Chapter 6, Appendix C, “Civilian Personnel Fringe Benefit;”

4. Gifts from private parties;
5. In-kind considerations; and
6. Materials, supplies, and items of RPIE that have been obtained

specifically for a project on a non-reimbursable basis, either as excess distributions from another
DoD Component or as excess distributions from other federal agencies. (A DoD Component is
precluded from using materials, supplies, or items of RPIE on its own minor construction
projects on a non-reimbursable basis).

C. Planning and design costs are excluded from the cost determination for
purposes of determining compliance with the amounts established in 10 U.S.C. § 2805 for minor
construction projects.

*170502. Advance Planning
A. Advance planning activities generally are performed prior to funding
authorization and approval of a construction project by the military component. Advance

planning and design activities include, but are not limited to:

1 Developing the requirements for a military construction project
(project formulation),

2. Developing a master plan for an installation,

3. Initial explorations of project alternatives and rough drawings,

4. Facilities related management studies,

5. Conceptual analyses,

6. Making alternative site studies,

7 Developing and validating military construction project

documentation prior to commencing project design,
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8. Preparing engineering analyses and studies to develop technical
design parameters prior to commencing project design, and

9. Preparing environmental impact assessments and statements.

B. Advance planning costs are excluded from the cost determination for
purposes of determining compliance with the amounts established in 10 U.S.C. § 2805 for minor
construction projects. See subparagraphs 170301.B and 170302.F. Advance planning is not
encompassed by, and should not be performed under, the authority for military construction
project planning and design efforts, such as 10 U.S.C. § 2807 or 18233(f).

C. Advance planning costs are financed from applicable O&M
appropriations, RDT&E appropriations, procurement appropriations, or working capital fund
resources, as appropriate.

D. Advance planning costs are expensed in the period incurred.
170503. Minor Construction

For other than family housing projects, when the cost of a minor construction project is
less than the amount established in 10 U.S.C. § 2805, the project must be financed from
unspecified minor construction appropriations, O&M appropriations, RDT&E appropriations,
working capital funds resources, or other resources, as appropriate. See paragraph 170302.

170504. Family Housing

All family housing construction projects must be funded from applicable family housing
appropriations. Policy concerning funding of family housing efforts is addressed in Volume 2B,
Chapter 6.

170505. Equipment and Relocatable Items

A Items of equipment that are movable in nature and not affixed as an
integral part of a facility must be financed from applicable O&M appropriations, RDT&E
appropriations, procurement appropriations, or working capital fund resources, as appropriate.
This equipment includes all types of production, processing, technical, training, servicing,
RDT&E, and pre-wired work stations.

B. Any operational equipment for which installation mountings and
connections are provided in the building design, and that are detachable without damage to the
building or equipment, must be financed from applicable O&M appropriations, RDT&E
appropriations, procurement appropriations, or working capital fund resources, as appropriate.

C. The costs of alterations to install movable equipment that is not affixed as

an integral part of a facility must be financed from applicable O&M appropriations, RDT&E
appropriations, procurement appropriations, or working capital fund resources, as appropriate.
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D. These examples of installation or relocation items should be financed from
applicable O&M appropriations, RDT&E appropriations, procurement appropriations, or
working capital fund resources, as appropriate:

1. Prefabricated screens, partitions, false floors, platforms, and
shielding for electromagnetic radiating services;

2. Temporary removal and reinstallation or portions of existing walls,
roofs, utility systems, and appurtenances to permit installation of equipment; and

3. Secondary utility work necessary to connect equipment to existing
utilities services within a facility between the primary entry and source of utilities into the
structure and the equipment to be served.

170506. Recycling Programs

Projects for pollution abatement, energy conservation, and occupational safety and health
activities may be funded from other than the military construction appropriation when the cost of
a project:

A Is funded from the proceeds of sales of recyclable material in accordance
with Volume 11A, Chapter 5 and 10 U.S.C. § 2577, “Disposal of recyclable materials,” and

B. Does not exceed 50 percent of the amount established by law as a
maximum amount for minor construction projects in accordance with 10 U.S.C. § 2577.

1706. RECOGNITION AND REPORTING REQUIREMENTS
*170601. Acceptance of Real Property

The acceptance of real property by an accountable Military Department or the
Washington Headquarters Service, as well as the transfer between DoD Components, or to or
from other federal agencies, must be documented. UFC 1-300-08 provides comprehensive
guidance on the documentation of real property acceptance throughout the DoD by identifying
the use of a draft, interim, and final version of the DD 1354, Transfer and Acceptance of DoD
Real Property. It also describes how the DD 1354 is used as part of a real property business
process and defines the roles and responsibilities in the DD 1354 process. Though the DD 1354
is the basic source document, it typically does not stand-alone. UFC 1-300-08 lists examples of
additional documents that should be provided with and attached to the DD 1354 such as, but not
limited to, an approved work order, an authorization memorandum, information from contracts
and contract modifications, and invoices. Additional information is in Volume 4, Chapter 6.
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170602. Accounting Recognition
* A. Capitalization of Assets
1. Capitalization is the process of recognizing the total costs of an

asset, including property, plant, and equipment, in the financial records. Volume 4, Chapter 6
defines capitalized General Property, Plant and Equipment as assets that meet four criteria:

a. Have an estimated useful life of two years or more,

b. Are not intended for sale in the ordinary course of
operations,

C. Are acquired or constructed with the intention of being

used or being available for use by the entity, and

d. Have a recorded cost that equals or exceeds the appropriate
DoD capitalization threshold. See Volume 4, Chapter 6 for DoD capitalization threshold
amounts.

2. All significant costs related to the construction or acquisition of an
asset, including unfunded costs identified in paragraph 170501, must be recognized in
capitalizing the costs of a project. The source of funding has no bearing on the capitalization of
assets. Assets constructed from military construction appropriations, O&M, working capital
funds, RDT&E, and any other fund type may be capitalized if the capitalization criteria are met.
See Volume 4, Chapter 6 for additional information regarding costs that should be recognized
and capitalized.

3. All costs following the project approval and funding authorization
by the DoD Component must be capitalized, including efforts associated with design contracting,
design, construction contracting, construction, and any design after award of the construction
contract.

4. Direct costs incurred in the design and construction phases of a
project must be charged to a specific project. Other costs (listed in paragraph 170402) that are
financed by military construction and subject to capitalization must be identified to the
appropriate indirect cost groups for subsequent allocation to supervision, inspection and
overhead cost pools.

B. Amounts to be Expensed

1. Costs incurred in the advance planning must be expensed in the
period incurred. See paragraph 170502. These costs are not capitalized as part of the asset.

2. When a project is abandoned, the total cost incurred must be
expensed consistent with VVolume 4, Chapter 6 and VVolume 4, Chapter 17.
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*170603. Financial Reporting
A. United States Standard General Ledger

1. The USSGL must be used in all DoD accounting systems for all
appropriations and funds for the purpose of summarizing costs and obligations in budgets,
accounting for costs and reporting these costs. (See the USSGL Treasury Financial Manual and
Volume 1, Chapter 7.) The USSGL accounts and transactions applicable within DoD are
documented in the SFIS Transaction Library and DoD Standard Chart of Accounts. Use of these
accounts is required in order to classify costs for the joint purposes of planning, programming,
budgeting, and accounting for construction projects.

2. The management of an activity performing a construction project
is responsible for ensuring that all significant costs (that is, both funded and unfunded costs) are
recorded for the project and that all costs subject to capitalization are included in the real
property asset accounts, property records, and reports submitted to the OSD and the Congress.

3. Cost accounting modules for accumulating and controlling
construction projects must be integrated with an activity’s overall accounting system. Cost
accounting systems represent a subsidiary ledger of the general accounting system. Therefore,
cost accounts, as appropriate, must be established for each project. Policy for managerial cost
accounting is prescribed in Volume 4, Chapters 19 through 23.

4. Charges to an account must be categorized in one of the four
construction phases addressed in Appendix A. The four phases addressed in Appendix A
identify those costs that will be expensed and those costs that will be capitalized.

B. Specific Entries

Construction In Progress accounts in the general ledger account 172000
series will be used to accumulate and control costs as prescribed in VVolume 4, Chapter 6.
Construction in Progress accounts may be subdivided as necessary to accumulate and control
costs. Chapter 15 prescribes the budgetary general ledger accounts to be used in recording
military construction budget execution transactions. The applicable general ledger accounts and
standard accounting entries are defined in the USSGL, the SFIS Transaction Library and DoD
Standard Chart of Accounts. See also Volume 1, Chapter 7.

C. Financial Reports

1. Accounting records at every level must be designed to permit
summarization of financial transactions that produce accurate and timely information from one
system of accounts. Data produced must be in formats required for preparation of prescribed
budget and financial reports and for such other day-to-day management data as may be required
in executing financial oversight. In addition, records and costs must be designed and maintained
to facilitate audits of project amounts.
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2. Each military construction appropriation account must be reported
monthly in the “Report of Appropriation Status by Fiscal Year Program and Subaccounts,”
Accounting Report Monthly 1002. The report must be prepared as prescribed in Volume 6A,
Chapter 4.

D. OMB and Treasury have mandated use of a standard general ledger chart
of accounts. The DoD Standard Chart of Accounts is identified in VVolume 1, Chapter 7. Use of
these DoD accounts is required in order to classify costs for the joint purposes of planning,
programming, budgeting, and accounting for construction projects. All organizational levels
incurring any significant level of costs must use the DoD Standard Chart of Accounts to
accumulate the cost of performance of construction projects and programs. See also the SFIS
Transaction Library.
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*APPENDIX A. PHASES OF MILITARY CONSTRUCTION

Congressional authorization of major construction projects typically represents the
culmination of planning, programming, and budgeting efforts. A project evolves from a
determination that a facility deficit exists. The need is defined, given a priority ranking, and
placed in competition with other projects for available resources. The project definition effort
begins at the installation level and moves through the chain of command until the project
ultimately is included in the budget submittal. Table 1 to this appendix, “Evolution of a Fiscal
Year 2015 Military Construction Project,” depicts the life cycle of a military construction project
and shows that the process could take three to seven years from conception to completion. The
actual design phase could take one to two and a half years, while the construction phase could
take one to three years. The remaining time is for planning, programming, budgeting and
procurement activities. The scope and cost of each project must be finalized before the annual
budget submission to the Congress. The total construction process consists of four phases:

1. ADVANCED PLANNING AND PROGRAMMING

a. Planning. During planning, an installation’s facility requirements are
derived from the installation’s mission. The need to acquire additional facilities, or to modernize
or replace existing facilities, is determined by an assessment of how existing facilities meet the
installation’s facility requirements.

b. Programming. During programming, requirements are matched with
anticipated resources and included in a long-range acquisition and recapitalization plan.
Installation plans are combined into a Component wide basis to ensure compatibility with the
nation’s military strategy, Component priorities and guidance, and in consideration of the DoD
facilities investment goal.

C. Investment Goal. The Department and the Congress recognize that there
is a minimum level of facilities investment that should be reached each year to protect the
investment in existing facilities, ensure that facilities will continue to satisfy their designated
purposes, and renew our installations. The physical plant must be capable of supporting
operational requirements and readiness, both today and in the future. The investment goal is to
recapitalize facilities at an appropriate rate given their estimated service life.

d. Master Planning. Facility requirements are reflected in an installation
master plan. This document is the installation’s long-range strategy for development. It
prescribes overall facility quality standards and architectural themes and addresses such areas as
land use, utility systems, roads and parking.

e. The cost of the efforts described in subparagraphs 1.a through 1.d are
normally expensed and not capitalized.
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f. Project Advanced Planning and Programming. After it is determined that
a construction project is needed, a general description of the project requirement, its scope and a
cost estimate are developed and, along with supporting documentation, submitted as part of the
installation’s military construction budget request.

2. BUDGETING

a. DoD Components determine which facility projects should be included in
their Military construction budgets. Some facility projects may qualify for inclusion in other
budgets, such as Procurement, RDT&E, O&M or for accomplishment with nonappropriated
funds.

b. The budget requests are forwarded to OSD, where all DoD Component
programs are reviewed for compliance with DoD objectives and policy and refined and modified
as necessary to ensure consistency and conformity. Once the request has been jointly reviewed
and approved by OSD and OMB, it is submitted to Congress as part of the President’s Budget.

C. After receipt of the President’s Budget, it is reviewed by oversight
subcommittees of the House and Senate Appropriations Committees and the House National
Security and Senate Armed Services Committees. Often, witnesses from respective DoD
Components, and sometimes from the private sector, appear before the subcommittees to furnish
further information on specific programs and projects.

d. Upon completion of its review, each subcommittee marks up the budget
request and forwards its recommendations for approval to the full committee and then to the full
chamber. Differences between the projects approved by the House and Senate are resolved in
joint conferences. The Congress passes separate authorization and appropriation bills that, when
signed by the President, become the approved Military Construction program.

e. The cost of these efforts is normally expensed and not capitalized.
3. DESIGN
a. Once a Military Department has validated the requirement and priority of

a military construction project and inserted it in a specific fiscal year program, a design
instruction is issued to the design agent who initiates the design process.

b. Design may be accomplished by contracting with an architect-engineer
firm, a design build firm, or an in-house professional staff. If the design is to be contracted,
10 U.S.C. 2855 will be followed.

C. Design is accomplished in predetermined phases to assure that user
requirements are addressed properly in the design and that established standards and criteria are
met. The number of phases and detail required for each phase varies with each project,
depending on complexity, special interest, high visibility, time constraints and funding level.
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d. Normally, the critical point is at the preliminary design stage (referred to
as the 35 percent stage) since this stage provides sufficient detail to define scope, criteria, and
cost estimates for consideration in the budgeting process. The content of the 35 percent design
submittal is defined in the contract scope of work and will vary depending on the contract
delivery strategy to be used to acquire the facility. The most typical strategy is a design based on
a unique one of a kind effort. However, design could also be a strategy such as site adapt, a
performance specification using commercially available building systems, or a design build, but
each of these contracting processes determines the content of the 35 percent design submittal.

e. Design includes such actions as the development of design manuals,
software programs, guide specifications and standards, standard drawings, extensive site
investigation, analysis of alternative solutions, development of building systems layout, outline
specifications, cost estimates, and special studies including value engineering.

f. The final design phase is initiated after thorough review by the using
activities to ensure that requirements and criteria are addressed properly in the preliminary
design documents and that the project has been revalidated and still is in the budget. Upon
completion of the working drawings, contract specifications, and bidding documents, the project
is ready to be advertised for construction. Projects require both congressional authorization and
appropriation before a construction contract can be awarded.

g. The cost of these efforts, including administrative and overhead support
costs, must be capitalized.

4. CONSTRUCTION

a. Normally, military construction projects are awarded through a
competitive bid process that consists of advertising in the “Federal Business Opportunities,”
using sealed bid procedures and awarding a firm fixed price contract to the responsible
contractor submitting the lowest acceptable bid. However, as discussed previously for the design
phase, alternative contracting delivery strategies may be followed in accordance with the Federal
Acquisition Regulation and congressional direction. Regardless of the method used, all
requirements for construction contacts over $25,000 must be advertised in the “Federal Business
Opportunities” to include details of the bidding procedures to be used.

b. Advertisement, award and administration of a construction contract
require both in-house and contract efforts that include reproduction of bid documents,
preparation and response to the advertisement, supervision, and administration and inspection
throughout the life of the construction project, in addition to the total cost of the construction
contract.

C. The cost of these efforts must be capitalized.
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*TABLE 1. EVOLUTION OF A FISCAL YEAR 2015 MILITARY CONSTRUCTION
PROJECT
PHASES 2010 2011 2012 2013 2014 2015 2016 2017
PLANNING, User Service Service Service OSD Submits
PROGRAMMING AND | Identifies Inserts Completes Finalizes Budget to the
BUDGETING and Project Planning Program and Congress
Develops in Prepares
Project FYDP* Budget
LEGISLATION Congressional
Committees
Hold Hearings
& Enact
Legislation
DESIGN Service A&E** A&E**
Selects Performs Performs
A&E** 0-35% 35-100%
Negotiates Design. Design. Service
Contract Service Reviews and
Reviews and Approves
Approves
CONSTRUCTION Service Solicits User
Bids and Awards | Occupies
Contract 1/ Facility

Construction

*  Future Years Defense Program
**Architect and/or Engineer

1/ Contracts may not be awarded without congressional authorization and appropriations.
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VOLUME 3, CHAPTER 18: “PUBLIC ENTERPRISE AND TRUST FUNDS”
SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an * symbol preceding the section, paragraph,
table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue and underlined font.

The previous version dated September 2008 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
overall Aglmlnlstratlve: editorial changes for clarity and consistency Refresh
with other chapters

Administrative: removed reference and sample format for
the Resource Authority Funding Document, which has been
180302 replaced with either the Funds Authorization Document Revision
presented in Chapter 2 or the Annual Operating Budget
presented in Chapter 19
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CHAPTER 18

PUBLIC ENTERPRISE AND TRUST FUNDS

1801 GENERAL

This chapter identifies the policies and procedures to guide budget execution for public
enterprise and trust funds.

1802 BACKGROUND
180201. Applicable Funds
This guidance is applicable to the following Funds:
Public Enterprise Funds
National Defense Stockpile Transaction Fund
Pentagon Reservation Maintenance Revolving Fund (PRMRF)

National Defense Sealift Fund
Buildings Maintenance Fund (BMF)

Trust Funds

National Security Education Trust Fund

Department of the Navy Trust Revolving Funds *
Department of the Air Force Trust Revolving Funds *
Surcharge Collections, Sales of Commissary Stores, Defense

*Exempt from apportionment
180202. The Corpus

The term “corpus” commonly refers to the resources available as capital in a fund.
Capital resources are provided to commence or increase the size of a fund. The initial corpus is
usually provided by a direct appropriation. It forms the nucleus of resources used to acquire
items needed to perform the mission of the fund. EXisting resources, transferred as capitalized
assets, may also serve the same purpose as an appropriation to start, increase the size, or replace
significant losses of a public enterprise or trust fund.

180203. Revenues
Department of Defense (DoD) public enterprise or trust funds generate revenues from the
sale of goods or services to customers. Customer reimbursements replenish the corpus for

resources obligated and expended to fulfill the customers’ orders.

180204. Apportionment.
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In public enterprise or trust funds that are apportioned by the Office of Management and
Budget (OMB), the ability to incur obligations is limited to the amount apportioned on the
Standard Form (SF) 132, Apportionment and Reapportionment Schedule. Budgetary resources
and authority available for apportionment include:

A. New budget authority (appropriations)

B. Unobligated balances available from the prior fiscal year
C. Spending authority from offsetting collections (reimbursements and other
income)
D. Recoveries of prior year obligations
E. Restorations
F. Contract authority
180205. Apportionment of Anticipated Reimbursements

The apportionment of spending authority (commonly referred to as “reimbursable
authority”) reflects anticipated reimbursements; it does not authorize a public enterprise or trust
fund to obligate its apportioned reimbursable program in excess of the funded orders received
from within the Federal Government and advances received for orders outside the Federal
Government.

180206. Assets

Physical assets such as inventories or buildings and equipment are not budgetary
resources because they do not provide a direct monetary source for outlays that liquidate
budgetary transactions (obligations). Such assets, therefore, do not increase the amount of
obligation authority available when calculating unobligated balances.

180207. Contract Authority

Contract authority provides legal authority to enter into contracts and incur obligations
before budgetary resources are available. Obligations incurred using contract authority may not
be liquidated until funded by offsetting collections or other budgetary resources. The
apportionment limits the amount of contract authority available for obligation.

180208. Anti-Deficiency Act
Incurring or authorizing obligations in excess of apportioned budgetary resources is a

potential violation of the Anti-Deficiency Act that must be reported in accordance with DoD
Directive 7200.1. This reporting requirement applies whether or not a public enterprise or trust
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fund has unapportioned budgetary resources or other assets greater than the amount of the
deficiency.

1803 EXECUTION REQUIREMENTS
180301. Apportionment and Reapportionment

The appropriate OUSD(C) (P/B) Directorate (e.g., Revolving Funds, Investment, etc.)
submits requests for public enterprise and trust fund apportionments and reapportionments to the
OUSD(C) (P/B) Directorate for Program and Financial Control (P&FC), in accordance with
Chapter 2.

180302. Annual Operating Budget

The appropriate OUSD(C) (P/B) Directorate issues an initial Funds Authorization
Document (FAD) in accordance with Chapter 2 or an initial Annual Operating Budget (AOB) in
accordance with Chapter 19 for each public enterprise or trust fund prior to the beginning of the
fiscal year. To avoid potential violations of the Anti-Deficiency Act, each Component using a
fund to finance activities is responsible for taking actions to maintain a positive cash balance and
restrict obligations to the amount authorized in the AOB or FAD.

180303. Adjusting Component Resources

Components periodically request that OUSD(C) (P/B) adjust their obligation limits based
on execution. The appropriate OUSD(C) (P/B) Directorate will evaluate the Component’s
request based on the merit of the justification provided, unless Congress has provided a specific
limitation or other direction that would preclude making the adjustment. If approved, the
OUSD(C) (P/B) will request reapportionment from OMB and, upon reapportionment, provide a
revised FAD or AOB to the Component.

180304. Execution Review

The appropriate OUSD(C) (P/B) Directorate reviews the monthly SF 133, Report on
Budget Execution, for each account to compare actual results with plans provided by the
Components. Reviewed elements include obligations, disbursements, collections, revenue,
expense, net operating results, civilian full-time equivalents (FTEs), and military strength, if
applicable. When execution deviates significantly from plan, the OUSD(C) (P/B) analyst and
the Component will mutually determine the management actions that may be required to bring
execution back into line with the plan, or revise the plan to be more consistent with current
realistic expectations.
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VOLUME 3, CHAPTER 19: “DEFENSE WORKING CAPITAL FUND”
SUMMARY OF MAJOR CHANGES
All changes are denoted by blue font.

Substantive revisions are denoted by an * symbol preceding the section, paragraph,
table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue and underlined font.

The previous version dated October 2008 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
190201 Identified that this policy is applicable to other revolving
funds. Update
190202 Identification of sub-accounts and DWCF activities. Update
190203 Clarified language used in previous version. Update
190204 Clarified the terms “Customer Orders” and “DWCF Undate
Reimbursable Authority”. P
190205 Clarified and provided explanation of the terms “Obligation
Authority” and “Budgetary Resource”. Clarified de- Update
obligation of contract authority.
190206 Further clarification of antideficiency limitations. Update
190207 Further clarification of the difference between Assets and Revised
Budgetary Resources.
190301 Updated and provided form names and examples. Update
190302 Further clarification of Contract Authority. Update
190303 Incorporated language from Volume 11b Chapter 1. Update
190304 Clarification of the use of budgetary resources. Update
190305 Clarified the use of the SF-133. Revised
190306 Additional clarification provided on depreciation. Revised
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CHAPTER 19

DEFENSE WORKING CAPITAL FUND

1901 GENERAL PROVISIONS

This chapter provides the policies and procedures to guide budget execution for the
Defense Working Capital Fund and other revolving funds where applicable.

1902 BACKGROUND
*190201. Policy

This guidance is applicable to the Defense Working Capital Fund (DWCF), which
includes the five DoD Component Working Capital Funds (WCF) (DWCF sub-account) and all
individual DWCF activities within these accounts. In addition, this chapter provides guidance
for the Commissary Trust Fund, National Defense Stockpile Fund, Pentagon Renovation
Maintenance Revolving Fund, and Building Maintenance Fund where applicable.

*190202. Defense Working Capital Fund

A. Organization. The DWCF is established under the authority of Title 10,
United States Code (U.S.C.), Section 2208. The Treasury Account Symbol for the DWCF is
97X4930. The Military Departments and Defense Agencies sub-numbered account identifiers
are shown in the below table.
Treasury Assigned

DoD Component Account No.

Army 97X4930.001
Navy 97X4930.002
Air Force 97X4930.003
Defense Commissary Agency (DeCA) 97X4930.004
Defense Agencies 97X4930.005

B. DWCF Activities. The DWCF consists of individual DWCF Activities
that are managed by DoD Components for providing goods and services to other DoD activities
and to non-DoD activities when authorized. As of the publication date, the DWCF activities in
each sub-account are:

Army Supply; Industrial Operations.

Navy Navy Supply; United States Marine Corp (USMC) Supply; Fleet
Readiness Centers (Aviation Depots) ; USMC Depot Maintenance;
Base Operations; Transportation; Research and Development.

Air Force Supply, Depot Maintenance and U.S. Transportation Command.

DeCA Resale Stocks; Operations.

Defense Defense Logistics Agency; Defense Information Systems Agency;
Defense Finance and Accounting Service.

19-3



DoD 7000.14-R Financial Management Regulation VVolume 3, Chapter 19
* August 2015

C. Authorized Customers. Customers of the DWCF activity may be:

1. Any DoD command, organization, office, or other element.
2. Non-DoD federal government agencies.
3. Private parties and concerns when authorized by law, including

foreign governments, and state and local governments.

4. Those United States manufacturers, assemblers, or developers
authorized by Title 10, U.S.C., Section 2208(h) and in accordance with Title 10, U.S.C., Section
2563 and Section 4543.

D. Direct Appropriations. Direct appropriations (e.g. Procurement, Operation
& Maintenance) may be used to start or fund readiness costs not related to the specific DWCF
activity operating mission. Direct appropriations may also be used to increase the size of or
replace significant losses in a DWCF activity. EXisting resources in other accounts may be
transferred to a working capital fund as capitalized assets to serve these same purposes in lieu of
an appropriation.

1. Resources used to establish or increase the size of a working
capital fund are commonly referred to as “the corpus (total investment) of DWCF.” (This is not
the same as the “cash corpus” financial metric. See Volume 2B, Chapter 9, Section 090103 for
DWCEF cash policy.) The corpus (or total investment) is the sum of all resources used to acquire
the items needed to perform the working capital fund’s mission. Financial resources to replenish
the initial working capital and permit continuing operations are generated by the acceptance of
customer orders.

2. Direct appropriations may be provided to DWCF activities for
specific purposes such as war reserve materiel, overseas contingency operations, and expanded
inventory requirements, or other purposes as approved by the Director, Revolving Funds. The
receipt of the appropriation provides an immediate infusion of cash to the Fund Balance with
Treasury (FBWT) and the appropriation amount used must be accounted for and reflected on
accounting records ((AR) 1307) and budgetary reports (SF-133). The amount of the
appropriation does not impact the cumulative results of operations. However, it does increase
budgetary resources and the sub-account FBWT and is factored into unobligated budgetary
resources brought forward from previous fiscal years. In other words, direct appropriations may
be available for obligation in subsequent fiscal years.

*190203. Revenues

The DWCF generates revenues predominantly from appropriations used by federal
agencies to purchase goods or services. The DWCF uses the revenue collected from these
“customers” to pay for the resources required to produce the specific goods or service
documented on the customer order. That is, the DWCF uses resources from funded customer
orders to replenish its corpus for resources expended to fulfill those customer orders
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*190204. Customer Orders

Customer orders (funded requests for goods or services) provide budgetary resources
necessary to finance operations for non-supply management activities, and to liquidate contract
authority. Budetary resources are recognized from customer orders that obligate budgetary
resources of another federal government activity, and from cash advances from non-federal
customers, to include orders from non-approriated fund instrumentalities.

A. Customers must comply with statutory limitations and restrictions
imposed on the appropriated funds charged when placing an order with the DWCF. A DWCF
customer cannot use appropriated funds to do indirectly (i.e., through placement of an order with
a DWCEF activity) that which it is not permitted to do directly. Thus, the availability of an
appropriation funding an order cannot be expanded or changed by placement with an activity
financed by the DWCF.

B. Appropriated funds cited on reimbursable orders are available only for the
purposes permissible under the source appropriation and remain subject to the same restrictions.
The ordering activity retains primary responsibility for determining the applicability of the
appropriated funds cited on the order. However, if instances arise when it is apparent that the
ordering appropriation is not appropriate for the purpose provided, then the DWCF activity
should return the order with a request for an applicable appropriation cite.

C. The Office of Management and Budget (OMB) circular A-11 does not
restrict collections from federal sources in advance of the performance of customer orders.
However, Title 10, U.S.C. Section 2208 restricts cash advances to the DWCF from federal
government activities to $1 billion and only when operating resources significantly fall below
outlay requirements. See Volume 2b, Chapter 9, paragraph 090103.

*190205. Obligation authority

Obligation authority is the authority to incur costs, on behalf of the federal government,
that will result in a disbursement from the FBWT.

A The OMB apportions authority to obligate to the OUSD(C) on an SF-132
“Apportionment and Reapportionment Schedule.” The authority to incur obligations is limited
to the amount of authority approved for obligation during the budget review as amended by
events during the year of execution. The OUSD(C) Revolving Funds Directorate prepares and
submits the SF-132 to the OMB for approval of annual obligation authority required for
operating a revolving fund. The approved apportionment restricts the authority to occur
obligations and is the source document for the Annual Operating Budget (AOB) issued by
OUSD(C) Revolving Funds. Budgetary resources available for apportionment include:

1. New budget authority (direct appropriations).

2. Unobligated balances brought forward (i.e., unfilled customer
orders).
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3. Spending  authority  from  offsetting  collections  (i.e.,
Reimbursements for goods and services provided and/or other income).
4, Recoveries of prior year obligations.
5. Restorations.
6. Contract authority.
B. When an activity receives budgetary resources from more than one source

(spending authority from offsetting collections, direct appropriation, contract authority), the
receiving activity must maintain records that will enable it to control and report separately the
transactions relating to each type of source (per OMB Circular A-11). Budgetary resources may
be received at any level of an organization from the individual activity up to the Departmental
level.

C. Federal customer orders and cash advances generate spending authority
from offsetting collections (Reimbursable Authority).  These budgetary resources are
apportioned from the OMB to DWCF non-supply management activities for operating costs.
The acceptance of a customer order requires that the performing entity agree in writing to
perform the work for the customer entity.

1. The apportionment of reimbursable authority applies to DWCF
(97X4930) non-supply activities and all other DoD Revolving Funds.

2. The apportionment of reimbursable authority is considered
“anticipated” and a DWCF non-supply management activity may not obligate more than the total
amount of orders received from Federal entities plus advances received for orders from
authorized entities external to the Federal government (i.e. state, local, and foreign
governments). Specific authorization to obligate above orders received and cash advances may
be approved by a signed annual operating budget (AOB) if other resources are available at the
DWCF sub-account level. A DWCF activity should not obligate above all resources available to
that specific entity without prior approval of the Director, Revolving Funds, to ensure that
budgetary resources are available at the sub-account level.

3. The anticipated reimbursable program authority does not provide
obligation authority; therefore, a non-supply activity should not obligate more than what has
been accepted in customer orders and other financing resources available. Recording anticipated
reimbursable program authority only documents that reimbursable orders will be accepted. The
accepted reimbursable order provides obligation authority. The total amount of anticipated
reimbursable authority is recorded on the AOB for reconciling purposes.

4. The AOB does not restrict the amount of reimbursable orders that
can be accepted. Reimbursable orders may exceed the anticipated amount without recording a
negative anticipated order on the SF-133. Activities should request a new AOB when customer
orders in the year of execution are expected to exceed the anticipated amount or obligations are
expected to exceed the current authorization.
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D. Contract authority is the legal authority to enter into contracts and incur
obligations before budgetary resources are available. With respect to DWCF budget execution,
contract authority is only used in supply management operations and capital investment
programs. Contract authority must be apportioned. For supply management operations, if
reimbursements from offsetting collections exceed apportioned contract authority, the difference
cannot be obligated unless additional contract authority is issued by OMB because such
operations are not provided automatically apportioned reimbursable authority. This may be
characterized as either an unapportioned balance of a revolving fund or a restrictive withholding.
The unapportioned balance preserves a portion of the fund’s capital so it may continue to revolve
or represents those resources not scheduled for obligation within a fiscal year. Prior year de-
obligations of contract authority are automatically re-apportioned to the DWCF in the current
year. Prior year de-obligation of contract authority used for a capital investment program (CIP)
may only be used to cover additional costs in programs for that specific fiscal year and may not
be used to cover additional current year costs unless approved in writing by the Director,
Revolving Funds.

*190206. Antideficiency Act

The incurring of obligations (or authorizing the incurrence of obligations) in excess of
apportioned budgetary resources and other financing resources must be reported as a potential
violation of the Antideficiency Act, as required by Volume 14. This requirement applies
whether or not a revolving fund activity has unapportioned budgetary resources or nonbudgetary
assets (e.g. inventory) greater than the amount of the deficiency.

A. Commitments for goods or services to be obligated in the following year
may be incurred in excess of apportioned budgetary resources only if obligations are not incurred
in excess of apportioned budgetary resources. There is no restriction on commitment amounts
for DoD revolving fund activities.

B. The AOB also includes administrative restrictions on the use of obligation
authority specific to that activity’s operation.

*190207. ASsets

Physical assets such as inventories or buildings and equipment are not considered
budgetary resources because they do not provide a direct monetary source for outlays that
liquidate budgetary transactions (obligations). Such assets, therefore, do not increase the amount
of obligation authority available when calculating unobligated balances.

A. Changes in inventory valuation and unexpected gains in inventory (such as
items being found on an installation) do not generate budgetary resources but are currently
accounted for in the Net Operating Result (NOR) on the (AR) 1307 report. The NOR for budget
purposes must reconcile budgetary resources and claims against those resources (obligations).

B. Unobligated balances are the net of total budgetary resources (Customer
Orders and apportioned Contract Authority) less claims against budgetary resources (Accounts
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Payable and Undelivered Orders). This is not the same as the “Net Position” or “Equity”
calculation in financial accounting (total assets less total liabilities). In other words, the available
budgetary resources for obligation are equal to the difference between budgetary resources and
any claims against these budgetary resources, plus any financing resources (such as
unencumbered cash balances). Obligations for the procurement of inventories and the CIP must
be recognized, recorded, and reported even if they may be expensed in a subsequent fiscal year.

1903 EXECUTION REQUIREMENTS
*190301. SF-132 Apportionment

The SF-132 provides the legal authority to incur obligations against the receipt of
customer orders or contract authority in anticipation of receipt of customer orders. The
OUSD(C) Revolving Funds is responsible for five apportionment documents: DWCF
(97X4930), the National Defense Stockpile Transaction Fund (97X4555), the Pentagon
Renovation Maintenance Revolving Fund (97X4950), the Building Maintenance Fund
(97X4931) and the Surcharge Collections, Sales of Commissary Stores, Defense Trust Fund
(97X8164). Details and explanations on preparing the SF-132 can be found in OMB Circular A-
11 Preparation, Submission and Execution of the Budget, Section 121.

A. The DWCF is apportioned new budget authority in the form of direct
appropriations, unobligated balances brought forward, spending authority from offsetting
collections and contract authority. The FBWT is not apportioned because the financing
resources have already been encumbered by obligations and the unencumbered balance is
factored into unobligated balances brought forward.

B. The other four revolving funds (listed in section 190101 of this chapter)
are apportioned spending authority from offsetting collections and unobligated balances brought
forward.

*190302. Contract Authority

The initial apportionment of contract authority for a fiscal year is typically the operating
budget for supply management activities, and for both supply and non-supply management
activities is the CIP reflected in the budget year column of last year’s President’s budget. In
other words, the October 1 AOB will reflect the BY column submitted the previous February.

A. Supply management activities receive contract authority for a variability
target, which represents an amount of contract authority to be held in reserve by the OUSD(C) to
ensure continuity of operations for fluctuations in materiel costs and/or increased customer
orders. The OUSD(C) provides requested adjustments from the September initial apportionment
to OMB in February/March, reflecting revised estimates displayed in the current year column of
the President’s budget submission most recently provided to Congress. The OUSD(C) may also
request other adjustments that reflect significant changes experienced in budget execution.
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B. Contract authority is available for obligation within the fiscal year for which it is
provided. By definition, contract authority is unfunded and, therefore, obligations incurred
through use of contract authority may not be liquidated (i.e., paid) until funded by offsetting
collections or other resources credited to the DWCF. Contract authority does not authorize
outlays; it is reported on the SF-133 to ensure obligations do not exceed apportioned amounts
from OMB. Budgetary resources should be sufficient at the DWCF activity level to ensure
disbursements are funded.

*190303. Annual Operating Budget

The Revolving Funds Directorate issues initial AOBs for each Component’s DWCF
activities prior to the beginning of the fiscal year. A sample is shown later in this chapter. The
AOB identifies an operating budget, operating results, unit cost(s) targets and capital investment
limitations (subject to 31 U.S.C. 1517) for each DWCF activity.

A. Cash is centrally managed by the Army, Navy, Air Force, Defense
Commissary Agency, and the Defense Logistics Agency. Each is responsible for taking actions
to remain solvent and allow operations (disbursements) continue. It is a potential violation of the
Antideficiency Act (31 U.S.C. 1517) if the FBWT is below zero at the sub-account level.

B. Non-supply management activities shall maintain a positive budgetary
resource balance (i.e. obligations shall not exceed budgetary resources). Obligations exceeding
total budgetary resources available to non-supply management activities, and obligations
exceeding issued contract authority on the AOB, are potential violations of the Antideficiency
Act (31 U.S.C. 1517).

C. Cash balances may be used when negative operating results are authorized
on the AOB or by action of the OUSD (C) Revolving Funds Directorate. However, the AOB of a
DWCEF activity does not authorize it to use cash balances associated with another DWCF activity
financed within the same DWCF sub-account. It is the responsibility of the DoD Component to
ensure that adequate financing or budgetary resources have been allocated to a specific DWCF
activity, and to obtain timely authorization for negative operating results for non-supply
management activities.

D. Administrative Restrictions and Limitations. In addition to statutory
restrictions, budget authority may be apportioned or otherwise further restricted through
administrative action.

1. An administrative limitation cannot be used to change or eliminate
a statutory restriction. An administrative action can only further restrict the purpose, amount, or
time for which budgetary resources may be used. DoD Components must adhere to an
administrative division of budgetary resources and/or a subdivision of budgetary resources
provided to a DWCF activity.
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2. If an administrative limitation is imposed, obligations incurred
must remain below the limitation even though the limitation may be lower than the total
budgetary resources that otherwise would be available. Administrative limitations may be
provided in various formats but must be clearly stated in writing and signed.

E. In the event that budgetary resources available to a DoD Component for
financing a specific DWCF activity are not sufficient, a DWCF manager shall not assume that
sufficient budgetary resources exist elsewhere within the DWCF sub-account to fund obligations
in excess of resources available. Rather, the manager for the DWCF activity shall request, in
writing, from the Director, Revolving Funds an increase in authority to incur obligations and
shall defer additional obligations until resources are sufficient to fund them.

F. Segregation of Budgetary Resources. When an activity receives budgetary
resources from more than one source, the receiving activity must maintain records which will
enable it to control separately the transactions relating to each source. For example, the SF-133
should break out total obligations between Operating and CIP for depot maintenance activities.
All obligations should not be reported under a single line as “reimbursable.”

G. Claims Against Budgetary Resources. A DWCF entity should have two
primary types of financial accounting records--proprietary and budgetary. The balance of
budgetary resources available for obligation can be determined only from budgetary accounts.
Proprietary accounting records, by themselves, are not sufficient to determine budgetary
resources.

1. Non-budgetary assets, such as inventories of stock for sale, are not
a budgetary resource. Additionally, a positive FBWT does not necessarily denote availability
because the balance may be entirely encumbered by obligations.

a. A fund balance, although present, may have claims against
it (accounts payable for example) and is, therefore, not available for additional obligation.

b. Additionally, claims against budgetary resources, such as
undelivered orders and unpaid accrued expenditures must factor into the determination of
unobligated balances and, therefore, budgetary resources available for obligation.

C. Similarly, budgetary accounts may not represent a
budgetary resource available for obligation. For example, anticipated customer orders are not
budgetary resources available for obligation.

2. Administrative restrictions or other withheld amounts limit the

balance of budgetary resources available for obligation. Budgetary resources available for
obligation can be determined from data required to be reported on the SF-133.
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*190304. Budgetary Resources

The reconciliation of budgetary resources is reported to DWCF activities monthly on the
SF-133 Report on Budget Execution and Budgetary Resources. Details on the preparation and
explanation of the SF-133 can be found in Appendix F of OMB Circular A-11 Preparation,
Submission and Execution of the Budget.

A. Earned Reimbursements. Earned reimbursements are the amount of
customer orders that have been filled. In the case of orders from the public, including state and
local governments, the amount is limited to the amount of the cash advance received. Earned
reimbursements should not exceed the amount of individual customer orders as well as letters of
intent, commanders’ orders, congressionally mandated actions, and other emergency situations.

B. Obligations should not be authorized or incurred in a DWCF activity
unless available resources (apportioned contract authority, direct appropriations, or accepted
customer orders) exceed the proposed obligation. Obligations that exceed apportioned or
accepted amounts may result in a violation of the Antideficiency Act. Such violations are
reportable to the President and the Congress, and can involve criminal prosecution for the
responsible person or people.

C. A non-expenditure transfer moves budgetary resources from one budget
account, appropriation, or fund to another. Non-expenditure transfers of funds may be received
from another appropriation or fund or may be made to another appropriation or fund when
appropriate and authorized. A non-expenditure transfer of funds received from another
appropriation or fund increases the amount of available budgetary resources. A non-expenditure
transfer of funds made to another appropriation or fund decreases the amount of available
budgetary resources.

*190305. SF-133 Report of Budgetary Execution and Budgetary Resources

A. Mandatory and Discretionary Spending. The DWCF uses both
mandatory and discretionary spending accounts. Mandatory spending is associated with
apportioned contract authority and discretionary spending is associated with reimbursable
authority. The format for the SF-133, outlined in OMB Circular A-11, breaks out these types of
funding into the respective categories. Although obligated contract authority is considered
mandatory, collections that liquidate contract authority are considered discretionary. Likewise,
since the source of the FBWT is from discretionary funding, the fund balance itself is also
considered discretionary.

1. Line 1000. Unobligated balance brought forward - For non-supply
activities, this line represent the amount of work still required to be performed against
outstanding customer orders and unencumbered cash balances. Unobligated contract authority
will be cancelled at the end of the fiscal year. Contract authority brought forward is always zero
for both Supply operations and the CIP. Unobligated balances are apportioned for non-supply
DWCEF activities and unobligated direct appropriations. Obligated contract authority remains in
USSGL 4139 until a collection is posted against the balance, which allows for the disbursement.
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2. Line 1021. Recoveries of prior year obligations actual - The actual
amounts of prior year obligations should be reported on this line and not included in Line 2104,
Obligations Incurred. If current year recoveries cannot be separated from prior year recoveries,
the total amount of recoveries should be reported on Line 1021 and not included in Line 2104,

a. Recoveries of prior year obligations are automatically re-
apportioned for DWCF activities.

b. Prior year contract authority that is deobligated and not re-
obligated by September 30 automatically expires.

3. Line 1750. Spending Authority from Offsetting Collections-
Reimbursable authority is the sum of planned customer new orders plus the change in
uncollected customer orders for industrial and service activities.

4. Line 1910. Total Budgetary Resources- Defined as the sum of
spending authority (1750), contract authority (1640), direct appropriations (1160), PY
deobligations (1021), and PY unobligated balance (1000), less collections to liquidate contract
authority (depreciation) (1826) received by that activity. For supply activities, it represents the
sum of contract authority apportioned (1640), the amount of PY deobligations earned (1021),
and any direct appropriations received (1160).

5. Line 1640. Contract Authority- Displays apportioned contract
authority. This includes contract authority for prior year capital programs that is separately
displayed on the AOB. These amounts are segregated on the AOB for administrative purposes.

B. Availability Restrictions. As noted in the preceding paragraphs, budget
authority is available for obligation only in accordance with purpose, amount, and time
restrictions imposed by statute, by apportionments imposed by the OMB, and by administrative
limitations imposed by authorized officials within the OUSD(C) and the DWCF Components.
Other events reported on the SF-133, “Report on Budget Execution and Budgetary Resources,”
further restrict the availability of budgetary resources. The OMB Circular A-11, “Instruction on
Budget Execution,” includes an explanation of those events and identification of the SF-133 lines
on which they are reported.

C. Definitions of Budgetary Indicators
1. Line 3200. Obligated balance, net, end of period- Represents an

unrealized budgetary position of a specific DWCF activity based on pending transactions and
unexecuted orders.

a. This line normally will have a negative balance for
industrial and service type activities. A negative balance indicates there are sufficient resources
available to cover future pending transactions. For industrial and service type activities, Line
3200 indicates the amount of work needed to be performed to complete accepted customer
orders.
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b. Supply activities should typically have a positive Line 3200
balance because contract authority allows for the obligation of resources in advance of available
funding. For supply activities, Line 3200 indicates the amount of future customer orders and/or
appropriated funding required for liquidating future potential transactions.

2. Line 3090. Uncollected Federal Order- Represents accounts
receivable and unfilled customer orders (Carryover/Backorders). These represent uncollected
customer payments from Federal Sources and are future collections to a DWCF activity.

3. Line 3050. Unpaid Obligations- Represents budgetary claims in
the form of accounts payable and undelivered orders because they represent future
disbursements.

D. Appendix F of OMB Circular A-11 displays a detailed example of the SF-
133 format. In addition, appendix F covers the format for the SF-132.
http://www.whitehouse.gov/omb/circulars_all current year all toc

*190306. DFAS Reporting

The DFAS Accounting Report (AR) 1307 is the official internal document for financial
accounting and is the source document for the annual financial statements. The following are
clarifications on how the (AR) 1307 relates to the reconciliation of budgetary authority.

A. Statement of Financial Position and Statement of Cash Flows. All
amounts shown on these statements should reconcile to their corollaries on the SF-133. The
accompanying footnotes must explain any amounts that do not reconcile.

B. Statement of Operations. Clarifications on proprietary accounting
terminology and budget formulation terminology are provided here.

1. Expense. Expenses are the cost of goods and services used in the
process of earning revenue. This is not synonymous with the budgetary term “obligation.”
Obligations occur before an expense and require a budgetary resource at the time of obligation.
Thus, obligations typically exceed expenses. Capital purchases are “expensed” via depreciation
and inventory is expensed when it is sold.

2. Cost. The term “cost” may refer to either an obligation or expense
depending on the circumstances. To clarify, an “obligation” is an unrealized cost that requires a
budgetary resource before an outlay of cash occurs, whereas an “expense” is a realized cost (an
actual bill has been received or inventory sold). The reconciliation of budgetary resources relies
upon recognizing obligations as “costs” to ensure that budgetary resources are in place to cover
any purchases that will not be expensed until subsequent fiscal years. The (AR) 1307 does not
display budgetary resources or obligations. Conversely, the SF-133 does not display expenses.
The reconciliation of these reports is key to ensure efficient and effective management across the
DWCF.
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C. Cost of Goods Sold (COGS). The (AR) 1307 COGS represents the
historical cost of goods to produce revenue. Further, historical cost does not include inflation.
Therefore, the amount of budgetary resources required to purchase inventory and produce goods
and services may have a separate and distinctly higher value than the accounting COGS.

D. Depreciation. The accounting purpose for depreciation is to realize costs
incurred as an asset is consumed over its useful life. It is based upon the purchase price of the
asset and the length of the item’s useful life as described in Volume 4 Chapter 6 of the
DoD FMR.

1. Depreciation is the recognition of an expense in the current period
for portion of a capital outlay (that required a budgetary resource) that occurred in a previous
period. Thus, depreciation for budgetary purposes (through inclusion in stabilized rates) results
in the recoupment of cash that was used to acquire assets to replace those wearing out. Recovery
of depreciation is a financing source for the DWCF Capital Investment Program (See also
Volume 2B, Chapter 9, Section 090104).

2. Depreciation recovery may not, by itself, be sufficient to finance
the CIP. In those instances, an additional element identified as a “Capital Surcharge” may be
added to the stabilized rates/prices to finance the incremental difference. The capital surcharge
IS not an expense and is not displayed on the Statement of Operations. A capital surcharge is one
of many elements that may be used in computation of the stabilized billing rate/price. The
stabilized billing rate/price, when billed, is recorded as revenue. Since there is no counteracting
expense for a capital surcharge, it may result in a positive Net Operating Result (NOR) on the
(AR) 1307. However, for budgetary purposes, an adjustment will be made below the NOR
calculation in order to ensure budgetary resources are available for the cash outlays required.

3. For budgetary purposes, depreciable assets are purchased with
contract authority in advance of appropriated funding. Depreciation, for budgetary purposes, is
used to describe collection of budgetary resources to offset the contract authority used to
purchase the item. This recovery period may be shorter than the useful life of the item
depending on the budgetary resources required by an activity.

E. Net Operating Result (NOR)/Accumulated Operating Results (AOR). The
NOR/AOR for budgetary purposes may be different than the (AR) 1307 NOR/AOR. The fund
manager must develop a methodology that is representative of the budgetary NOR/AOR. This
methodology is typically reviewed during quarterly execution reviews with OUSD(C) Revolving
Funds and the Integrated Program/Budget Review.

F. Part VII Inventory Management Report. For supply activities, the Part
VII of the (AR) 1307 provides budgetary, accounting and inventory data that can be used for the
development of internal benchmarks and metrics that indicate the operational effectiveness and
efficiency of the activity. Fund managers should coordinate with OUSD(C) Revolving Funds for
clarification on what should be displayed on quarterly execution briefings. All amounts depicted
on the Part VI that are also displayed elsewhere on the (AR) 1307 or SF-133 should reconcile.
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190307. Execution Review

The Revolving Funds Directorate receives a quarterly execution briefing and a Fund-28
Execution Performance Quarterly Analysis (see Volume 2B, Chapter 9, Section 0903) from each
DWCEF activity. Each activity’s results of operations (through the latest available quarter) are
formally reviewed by OUSD(C) leadership to determine the actual results of operation in
comparison with plans for disbursements, collections, revenue, expense, net operating results,
and unit costs. These briefings typically occur in February, May, and August. The purpose of
the review is to determine if financial operations are proceeding according to plan and if there
are significant deviations from the plan to actual execution. Management actions may be
required to either bring execution back into line with the plan or to revise the plan to be
consistent with current and more realistic financial expectations.

190308. Adjusting Component Resources

Based on budget execution, Components periodically request the Revolving Funds
Directorate to adjust their targets and/or capital budget limitation. Unless the Congress has
provided a capital purchase limitation or other direction that would preclude making a requested
adjustment, a Component’s request will be evaluated and approved (reflected in a revised AOB)
or disapproved based on the merit of the justification provided.
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Example of an Annual Operating Budget (AOB)

NAVY WORKING CAPITAL FUND

NAVY DEPOT MAINTENANCE - FLEET READINESS CENTERS (FRC)
FISCAL YEAR 2013 COST AUTHORITY

OPERATING BUDGET
ACTIVITY
Budgetary Resources Unit Number Total Cost
Cost of Units Approved
$) (000) (In Millions)
OPERATING BUDGET
PY Unobligated Balance (SF-133 Line 1000) $705.484
Total Spending Authority from offsetting collections (Includes Depreciation) (SF-133 $2,253.249
Line 1750)
Collections applied to liquidate Contract Authority (Depreciation) $-41.852
(SF-133 Line 1826)
Total Operating Reimbursable Authority (Lines 1000+1750+1826) 1/ $2,916.881
Capital Obligation Authority (SF-133 Line 1640) 2/
FY 2007 $ 0.080
FY 2009 $ 0.100
FY 2010 $ 0.866
FY 2011 $ 1.770
FY 2012 $ 8.159
FY 2013 $ 43.537
TOTAL $ 54,512
NET OPERATING RESULT: (NOR GOAL) 4/ $ -6.400
ACCUMULATED OPERATING RESULT: (AOR GOAL) 4/ $ 7.200
Authorization Number: Date: Approved:
FRC-13-09
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LIMITATIONS AND GUIDANCE:

1. TOTAL OPERATING REIMBURSABLE AUTHORITY: The estimate of reimbursements expected to be
earned during the current fiscal year, subject to Office of Management and Budget apportionment, other authorized
reimbursements, and/or other income for which current fiscal year obligational authority is automatically established
based on customer orders received. Negative anticipated reimbursements will not be recorded on the SF-133.
Advances are required from non-federal orders. Specific prior approval of this office is required for additional
budgetary resources beyond the amount authorized. Direct Reimbursable Outputs are limited to the actual cost
incurred up to the limit of obligation authority received on funded customer orders.

2. The amount listed for Capital Obligation Authority is the limitation subject to the provision of Section 1517 of 31
U.S.C., the Anti-Deficiency Act. Obligations will not be incurred beyond the total approved amount shown for each
year for the Capital Budget (as modified by reprogramming per authority provided in DoD 7000.14R, DoD
Financial Management Regulation, VVolume 2B, Chapter 9) without the specific prior approval of this office.

3. TOTAL BUDGETARY RESOURCES (SF-133 Line 1910): The amount authorized to be reported on line 1910
of the SF-133 is the sum of Reimbursable Authority, Contract Authority, and Recoveries of prior year unpaid
obligations (SF-133 line 1021).

4. AOR & NOR: The Accumulated Operating Result (AOR) represents the cumulative impact of gains and losses
on total operations of the activity group since the inception of the fund. The stated financial goal of the Working
Capital Fund is to achieve a zero AOR over time. The AOR, along with the Net Operating Result (NOR), provide
primary financial management targets and will be used in conjunction with other performance metrics to assess the
overall operational effectiveness of the activity group. For each Activity Group, the Component is responsible for
preparing a monthly Revenue and Cost Plan. Formal First Quarter and Mid-Year Joint Execution Reviews of this
plan will be conducted by this office in February and May 2013.

5. CASH MANAGEMENT: Cash management remains the responsibility of the Navy. This cash management
responsibility entails taking action to maintain a positive cash balance for Navy Activity Groups, in total, at all
times. Failure to maintain a positive balance will result in a statutory violation of Section 1517, of 31 U.S.C., the
Anti-Deficiency Act, by the Navy. The Component may require DFAS to vary its billing cycle or advance bill,
when it is deemed necessary to do so, in order to maintain cash solvency. The magnitude, duration, and reason for
advance billing by business area must be reported by the initiating Component to the Director, Revolving Funds
within 15 calendar days of the end of the month in which the advance billing took place. In exercising the authority
to advance bill orders, the Department of the Navy must ensure that, in total, for all Activity Groups, advance billing
for services provided or work performed by the Department of Navy's Working Capital Fund does not exceed $200
million. Advance billing in excess of $200 million, cumulative, is prohibited during the fiscal year. The Component
remains responsible for compliance with monthly execution of collections and disbursements in accordance with the
monthly approved plan.

6. UNIT COST: The total cost for those outputs identified by a unit cost is predicated on a projected level of
workload. Components may request increases in Operating Obligation Authority based on an increase in the number
or value of orders accepted. Conversely, if actual work load declines below levels anticipated, appropriate
reductions will be made to the total costs shown in this document.

7. PERFORMANCE GOALS: Performance effectiveness measures identified in the FY 2014 President’s Budget
Submission, FY 2013 column include:

Measure Goal
Schedule Conformance:
Aircraft >90%

Components >95%
Engines >90%
Inventory turnover ratio >2.4

New Orders $2,130.1 million
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Operating Results:
NOR -$6.4 million
AOR $7.2 million

8. OTHER:

a. Base Realignment and Closure Program expenses may be incurred prior to receiving an allocation of
BRAC funding. However, all costs properly charged against the BRAC account must be reimbursed with
BRAC funds. DWCF funds may not be expended prior to complying with the notification requirements
imposed by law with respect to the obligation of BRAC funds. All costs incurred by DWCEF activities to
carry out BRAC must be reimbursed from the BRAC account prior to the end of the fiscal year in which
costs were incurred.

b. This document requires that collections for $41.852 million in budgeted depreciation are applied to
unliquidated contract authority (account 4139) and are not used as additional operating authority.

c. Costs of civilian separation incentives, not related to BRAC, are to be financed by the Navy Working Capital
Fund.

9. CONTRACT AUTHORITY FOR CAPITAL INVESTMENTS: This document provides $54.512 million in
contract authority to the Fleet Readiness Centers (NADEPS) activity during this fiscal year for Capital Investment
Program (CIP) requirements. Of this amount, there is $10.975 million reapportioned for CIP requirements from
prior fiscal years. In addition, recoveries of prior year capital obligations increase FY 2013 authority in the amount
of recoveries. However, the Director for Revolving Funds must approve use of any recovered capital authority.
Instructions for reporting contract authority withdrawn on the SF 133 Report on Budget Execution are provided
below:

a. The capital program collections are anticipated to be 1.96 percent of customer orders during the year, up
to a fiscal year maximum of $41.852 million. The collection percentage is based on budgeted depreciation costs
and capital cash surcharges included in prices/rates. The maximum amount financed above will recover the total
capital cash requirements projected for the fiscal year.

b. The collected amount for the capital program will be moved from operating collections into capital
collections and will liquidate previously realized (obligated) capital contract authority. Unused (unobligated)
contract authority is removed at the end of the fiscal year; and is only available for within scope adjustments as
provided below. Realized/obligated contract authority will remain accounted for and carried forward until it is
liquidated by capital collections or de-obligated. Thus, cumulative unliquidated capital contract authority
outstanding for the capital program equals the total cumulative capital obligations for all years less the cumulative
capital collections for all the years since the inception of the capital program.

c. At fiscal year end, the amount collected will be compared to the amount obligated. If the amount
collected requires to be adjusted upward to a maximum of 100 percent of obligations to maintain cash corpus
requirements, an adjustment will be made in the rate development. If cumulative collections exceed cumulative
outlays and cumulative obligations because of deobligations, a negative capital surcharge may be used to return the
excess collections so long as cash corpus requirements are maintained.

10. CONGRESSIONAL DIRECTION: Funding released in this and subsequent documents is to be executed only
in accordance with all applicable provisions of any Continuing Resolution(s), the National Defense Authorization
Act for Fiscal Year 2013 (P.L. 112-239), the Consolidated and Further Continuing Appropriations Act, 2013 (P.L.
113-006), and any supplemental appropriations, when enacted.

11. DEFENSE BUSINESS SYSTEM MODERNIZATION: In accordance with the Ronald W. Reagan National
Defense Authorization Act for FY 2005, and Department of Defense policy, modernization and enhancement to a
system that costs more than $1 million, across the FYDP, must be approved by the Investment Review Board and
Defense Systems Business Management Committee prior to obligating funds. This does not include obligations to
maintain current services.
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CAPITAL BUDGET PROGRAM

The capital budget is to be executed based on the approved annual programs contained in the President’s Budget as
modified by approved budget decisions. Proposed deviations from the President’s Budget, that are consistent with
reprogramming criteria, must be identified to the Director for Revolving Funds during the schedules execution
reviews.

The capital budget will be executed in accordance with the Financial Management Regulation. Effective April 4,
2007, the Defense Working Capital Funds Capital Investment Program (CIP) Budget expense/investment threshold
(FMR Volume 2B Chapter 9) increased from $100,000 to $250,000 for all categories except Minor Construction.
The National Defense Authorization Act for Fiscal Year 2011 (P.L. 111-383), dated January 7, 2011, Section 1403
increased the CIP Minor Construction threshold from $100,000 to $250,000. The capital budget authority shown in
Section 9 of this document reflects this change. Minor Construction projects between $100,000 and $250,000 that
were obligated prior to January 7, 2011 will be executed under the previous threshold. All new Minor Construction
obligations must comply with the $250,000 CIP threshold. Note that, although the capitalization threshold
increased, assets between $100,000 and $250,000 will still be recorded in Department's financial reports as fixed
assets and depreciated in accordance with the FMR Volume 11B.

CAPITAL PROJECT WITHIN SCOPE OBLIGATION ADJUSTMENTS: Capital obligation adjustments must be
charged to the program year cited for the original project. Capital obligation authority can be provided for any
program year for within scope increases if the following conditions are met: (1) the original program year must have
sufficient un-obligated budget authority (original program plus program adjustments less actual obligations) to
accommodate the adjustment, and (2) the total obligations, including both new obligations and all adjustments,
cannot exceed the total obligation authority for all program years issued on the AOB. If these conditions are met,
this AOB automatically provides the authority to obligate prior year program funds for within scope capital
adjustments of less than $100,000. Since the adjustments must cite the original program year, the obligation
authority for a currently issued program year must be reduced to offset the adjustments if sufficient funding for the
original program year is not available on the AOB. The offset must be sufficient to limit total capital obligations
during the fiscal year to the total obligation authority issued on the AOB. Subsequent AOBs may restore this
authority by issuing the prior year program funds if appropriate. In addition, this document provides for a revised
reprogramming threshold. Components may, without prior approval of this office, reprogram funds up to $3 million
between approved capital budget projects for minor construction and non-ADP equipment and reprogram up to $1
million between ADP and software projects in a fiscal year program. Deviations from the President’s Budget that
are consistent with the reprogramming criteria noted above, must be identified to the Director for Revolving Funds
within 30 days of occurrence or during the scheduled execution reviews, whichever occurs first. The approved
project list for capital budget obligations follows:

($ Millions)

FY 2010 Program

MINOR CONSTRUCTION 0.066
Replacement Capability 0.066
Non-ADPE & TELECOM EQUIPMENT 0.800
Replacement Capability 0.800
FY 2010 Program Year Total 0.866

FY 2011 Program

ADPE & TELECOM EQUIPMENT 0.092
Computer Software 0.067
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Telecommunications

Non-ADPE & TELECOM EQUIPMENT
Replacement Capability

MINOR CONSTRUCTION
Replacement Capability
Production Capability

FY 2011 Program Year Total

Non-ADPE & TELECOM EQUIPMENT
Replacement Capability
Production Capability

ADPE & TELECOM EQUIPMENT

Computer Software
Other Computer and Telecom Support Equipment

MINOR CONSTRUCTION
Replacement Capability
Productivity Capability

FY 2012 Program Year Total

Non-ADPE & TELECOM EQUIPMENT
Replacement Capability
Productivity Capability

ADPE & TELECOM EQUIPMENT
Computer Software

MINOR CONSTRUCTION
Replacement Capability

FY 2013 Program Year Total

Grand Total

0.025

0.897
0.897

0.781
0.178
0.603

1.770

FY 2012 Program

5.515
1.642
3.873

1.362

0.307
1.055

1.282
0.840
0.442

8.159

FY 2013 Program

39.057
31.964
7.093

1.000
1.000

3.480
3.480

43.537

$54.512
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Example of the (AR) 1307
Statement of Operations
Industrial Supply Component
TOTAL Operations Management |Level Adj.
PART |
STATEMENT OF OPERATIONS
REVENUES AND FINANCING SOURCES:
1. Appropriated Capital Used $ 627,790 0 627,790 0
2. Revenue from Sales of Goods and Services $ 17,390,570 5,278,338 12,112,233 0
a. Gross Revenue from Sales $ 17,725,235 5,278,249 12,446,986 0
b. Minus: Credits Allowed on Sales $ (334,664) 89 (334,753) 0
3. Other Revenue and Financing Sources $ 7,821 53,935 0
4. Total Revenue and Financing Sources $ 18,080,116 5,286,159 12,793,957 0
0
EXPENSES:
5. Program or Operating Expenses (Supply and Service Activities) $ 3,282,995 0 3,282,995 0
6. Cost of Goods and Services Sold $ 9,781,365 5,391,045 4,390,320 0
7. Other Losses $ 1,758,676 12,808 1,745,868 0
8. Total Expenses $ 14,823,036 5,403,854 9,419,182 0
NET OPERATING RESULTS:
9. Revenue Less Cost Incurred Before Extraordinary Items $ 3,257,080 (117,695) 3,374,775 0
10. Plus (Minus) Extraordinary Items $ 0 0 0 0
11. Net Operating Results (NOR) $ 3,257,080 (117,695) 3,374,775 0
NET OPERATING RESULTS FOR RATE PURPOSES:
12. Plus (Minus) Deferred Operating Results and Depreciation(From Part V) $ 0 0 0 0
13. Recoverable Net Operating Results $ 3,257,080 (117,695) 3,374,775 0
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Example of the (AR) 1307 Part VIl

PART VI
INVENTORY MANAGEMENT REPORT

. Customer Orders Accepted - Cumulative

. Unfilled Customer Orders

. Customer Returns - Credits Granted - Cumulative
. Net Reimbursable Sales of Property - Cumulative
. Purchases at Cost (LAC) - Cumulative

. Obligations - Cumulative

. Obligations - Reimbursable

I. Obligations - Augmentation - Cumulative

J. Obligations - Mobilization - Cumulative

K. Outstanding Commitments

L. Inventories - Stock on Hand

M. Other Inventories

N. Inventories in Transit

P. Total Inventories

Q. Customer Returns Without Credit - Cumulative
R. Transfers to Reutilization and Market - Cumulative
S. Material Returns to Suppliers - Cumulative

T. Undelivered Orders

U. Fund Balance with Treasury

V. Funds Collected - Cumulative

W. Funds Disbursed - Cumulative

X. Accounts Receivable - Intragovernmental

Y. Accounts Receivable - Non-Federal

Z. Accounts Payable

IOMNMMOOm>
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Current Year To Date
12,585,738
12,428,285

1,543,045
2,314,635
10,143,261
4,612,884
9,570,803
9,554,987
8,428
6,979

0
32,107,933
368,157
464,280
32,940,369
10,340,292
2,830,896
-138,935
7,652,382
0
10,107,103
8,928,875
155,013

0

913,503
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