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1.

PURPOSE. This revision removes all financial procedures from Coast Guard policy for all
financial resource management matters and related issues. These procedures can now be
found in the Financial Resource Management Manual — Procedures (FRMM-P),
COMDTINST M7100.4A.

ACTION. All Coast Guard unit commanders, commanding officers, officers-in-charge,
deputy/assistant commandants, and chiefs of Headquarters staff elements shall comply with
the provisions of this Manual. Internet release is authorized.

DIRECTIVES AFFECTED. Financial Resource Management Manual (FRMM),
COMDTINST M7100.3E is cancelled.

DISCUSSION. This revision includes only Coast Guard financial policy in accordance with
Coast Guard rules, Federal Government regulations, generally accepted accounting principles
(GAAP), and generally accepted auditing standards (GAAS).

DISCLAIMER. This guidance is not a substitute for applicable legal requirements, nor is it
itself a rule. It is not intended to nor does it impose legally binding requirements on any
party outside the Coast Guard. It represents the Coast Guard’s current thinking on this topic
and may assist industry, mariners, the general public, and the Coast Guard, as well as other
Federal and State agencies, in applying statutory and regulatory requirements. All Coast
Guard personnel are required to ensure that current business practices are accomplished
within the guidelines of this policy.
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MAJOR CHANGES. Significant changes include: All Coast Guard financial procedures in
each of the ten chapters have been moved to The Financial Resource Management Manual -
Procedures (FRMM-P), COMDTINST M7100.4 (series).

In accordance with the DHS Common Appropriations Structure (CAS) implementation, CG
appropriation name changes and changes within/between appropriations have been updated
in this Manual.

ENVIRONMENTAL ASPECT AND IMPACT CONSIDERATIONS.

a. The development of this Manual and the general policies contained within it have been
thoroughly reviewed by the originating office in conjunction with the Office of
Environmental Management, Commandant (CG-47). This Manual is categorically
excluded under current Department of Homeland Security (DHS) categorical exclusion
(CATEX) A3 from further environmental analysis in accordance with the U.S. Coast
Guard Environmental Planning Policy, COMDTINST 5090.1, Environmental Planning
Implementing Procedures, and DHS Instruction Manual 023-01-001-01 (series).

b. This Manual will not have any of the following: significant cumulative impacts on the
human environment; substantial controversy or substantial change to existing
environmental conditions; or inconsistencies with any Federal, State, or local laws or
administrative determinations relating to the environment. All future specific actions
resulting from the general policy in this Manual must be individually evaluated for
compliance with the National Environmental Policy Act (NEPA) and Environmental
Effects Abroad of Major Federal Actions, Executive Order 12114, DHS NEPA policy,
Coast Guard Environmental Planning policy, and all other applicable environmental
mandates.

. DISTRIBUTION. No paper distribution will be made of this Manual. An electronic version

will be located on the following Commandant (CG-612) websites. Internet:
http://www.dcms.uscg.mil/directives, and CGPortal:
https://ceportal.usceg.mil/library/directives/SitePages/Home.aspx

RECORDS MANAGEMENT CONSIDERATIONS. This Manual has been

thoroughly reviewed during the directives clearance process, and it has been determined
there are further records scheduling requirements, in accordance with Federal Records Act,
44 USC 3101 et seq., NARA requirements, and Information and Life Cycle Management
Manual, COMDTINST M5212.12 (series). This policy creates significant or substantial
change to existing records management requirements.

FORMS/REPORTS. The forms referenced in this Manual are available on the Internet:
http://www.dcms.uscg.mil/directives; and

CG Portal at https://cg.portal.uscg.mil/library/forms/SitePages/Forms.aspx. Department of
Defense forms are located here:
http://www.dtic.mil/whs/directives/infomgt/forms/formsprogram.htm. Department of
Homeland Security forms are located here: https://www.dhs.gov/dhs-forms-portal..
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Note: The Apportionment and Reapportionment Schedule, Form SF 132, and Report on
Budget Execution and Budgetary Resources, Form SF 133, have been incorporated into the
Federal Government’s electronic budgetary system; consequently, these forms are no longer
available as hard copies. The Apportionment and Reapportionment Schedule, Form SF 132,
is submitted using OMB’s secure web-based apportionment application system, and the
Report on Budget Execution and Budgetary Resources, Form SF 133, must be submitted
electronically through the Treasury’s Federal Agencies’ Governmentwide Treasury Account
Symbol Adjusted Trial Balance System (GTAS). For illustrative formats of these forms and
their proper use, see OMB Circular A-11, Sections 121 and 130, at the following website:
https://www.whitehouse.gov/omb/information-for-agencies/circulars/. In addition, guidance
for GTAS reporting can be found at:
https://www.fiscal.treasury.gov/fsservices/gov/acctg/gtas/gtas _home.htm.

REQUESTS FOR CHANGES. Units and individuals may recommend changes by writing
via the chain of command to:

COMMANDANT (CG-843)

ATTN: FINANCIAL MANAGEMENT POLICY DIVISION
US COAST GUARD STOP 7618

2703 MARTIN LUTHER KING JR AVE SE
WASHINGTON DC 20593-7618

T. G. ALLAN, JR. /s/
Rear Admiral, U.S. Coast Guard

Assistant Commandant for Resources
Chief Financial Officer
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Chapter 1.  Introduction to Financial Resource Management

1.1 Purpose and Scope of this Manual

This Manual, Financial Resource Management Manual (FRMM-F), COMDTINST M7100.3
(series), prescribes Coast Guard financial resource management policy. It sets forth
responsibilities, guidelines, timetables, and some procedures for Headquarters (HQ) staffs, areas,
districts, logistics and service center commands, and Headquarters units involved in financial
resource management and administration.

Note: The procedures manual, Financial Resource Management Manual-Procedures (FRMM-
P), COMDTINST M7100.4 (series), was promulgated to provide enterprise-level procedures and
prevent the absence of documented procedures and misalignment of procedures across the Coast
Guard. Financial Resource Management Manual-Procedures (FRMM-P), COMDTINST
M7100.4 (series), includes detailed responsibilities and procedures and definitions.

There are chapters/sections in both the policy and procedure manuals that include duplicate
financial information. The language is placed in both manuals because it is deemed critical to the
process being discussed and/or is considered necessary to properly describe the respective policy
and procedures discussed.

1.2 Financial Resource Management

Financial resource management includes the diligent oversight of all actions that affect the use of
Coast Guard funds. These efforts include:

1. Obtaining funding to carry out the missions, duties, and responsibilities of the Coast
Guard;

2. Exercising good stewardship over the funds provided, by ensuring that they are used for
the purposes for which they were intended and in accordance with applicable laws, rules,
regulations, and policies; and

3. Maintaining audit-ready documentation in accordance with the Information and Life
Cycle Management Manual, COMDTINST M5212.12 (series).

1.2.1 Internal Controls

Management is fundamentally responsible for developing and maintaining effective internal
controls, as prescribed by Office of Management and Budget (OMB), Circular A-123,
Management’s Responsibility for Internal Control. The proper stewardship of Coast Guard
resources is an essential responsibility of financial managers and staff. Coast Guard employees
must ensure that programs operate and resources are used efficiently and effectively to achieve
desired objectives. Programs must operate and resources must be used consistent with the Coast
Guard’s missions, in compliance with laws and regulations, and with minimal potential for
waste, fraud, and mismanagement. Effective internal controls provide assurance that significant
weaknesses in the design or operation of internal controls, that could adversely affect the Coast
Guard’s ability to meet its objectives, would be prevented or detected in a timely manner.
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Internal controls include the policies, procedures, activities, and ethical values designed to
enhance and strengthen existing financial reporting, and ensure that actions are taken to address
risks. Internal control is a process affected by an entity’s oversight body, management, and other
personnel that provides reasonable assurance that the objectives of an entity will be achieved.
These objectives and related risks can be broadly classified into one or more of the following
three categories:

1. Operations - Effectiveness and efficiency of operations
2. Reporting - Reliability of reporting for internal and external use
3. Compliance - Compliance with applicable laws and regulations
Coast Guard’s internal controls are designed to address the following five areas:

1. Control Environment relates to the control consciousness of the people within the
organization.

2. Risk Assessment refers to the organization's identification, analysis, and management of
the risks that are related to financial statement preparation, in order to ensure the financial
statements are presented fairly and in accordance with generally accepted accounting
principles.

3. Information and Communication focus on the nature and quality of information needed
for effective control, the systems used to develop such information, and reports necessary
to communicate it effectively.

4. Monitoring involves assessing the quality and effectiveness of the organization’s internal
control process over time.

5. Control Activities are the policies and procedures that help ensure that management
directives are carried out and that management's assertions in its financial reporting are
valid. They help to ensure that necessary actions are taken to address risks to the
achievement of the entity’s objectives. Control activities (also known as process level
controls) include:
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Table 1.1 Control Activities

Process Level Controls Explanation/Example

Management review Ensures documentation/information is complete, accurate, appropriate,
consistent, and compliant and provides feedback on errors or uncertain issues.
Example: Review of expenditure transaction supporting an accurate
reconciliation.

Authorization Ensures that the permission granted for financial decisions and transactions were
granted by the appropriate personnel.

Example: List of authorized approvers agree with the approval signature/sign-
off.

Approvals Indicates the documents have been reviewed, approved, and considered accurate,
appropriate, and compliant.

Example: Signature/sign-off demonstrating approval of a properly processed
transaction.

Segregation of duties Ensures that no one person controls a transaction or process from beginning to
end without the review or involvement of at least another person.

Example: One person should not process, approve and reconcile expenditures.
The approval and reconciliation duties should be segregated.

Interface controls Ensures that data agree after being sent from one system to another.
Example: Verifying that account balances that interface with each other agree.
System configuration Ensures that a system is correctly performing its features and functions as
designed.
Example: System totaling ledger account balances correctly.
Access controls Prevents unauthorized access. Ensures that individuals obtain unique, individual

log-in credentials.

Example: Common Access Card coupled with a username and password for
computer log-in.

Reconciliation Comparison of sources, a financial record and an independently controlled
record, which should result in an explained or zero difference.

Example: Account balances should be compared to control account balances.
Edit Checks Prevents inappropriate data entry in data fields.

Example: Entering characters in a numeric field will prevent the user from
moving forward when recording the dollar value of a transaction.

Internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting. Reliability of financial reporting means that
management can reasonably make the following assertions:

1. All reported transactions actually occurred during the reporting period and all assets and
liabilities exist as of the reporting date (existence and occurrence);

2. All assets, liabilities, and transactions that should be reported have been included and no
unauthorized transactions or balances are included (completeness);

3. All assets are legally owned by the agency and all liabilities are legal obligations of the
agency (rights and obligations);

4. All assets and liabilities have been properly valued, and where applicable, all costs have
been properly allocated (valuation);

5. The financial report is presented in the proper form and any required disclosures are
present (presentation and disclosure);

6. The transactions are in compliance with applicable laws and regulations (compliance);

7. All assets have been safeguarded against fraud, waste, and abuse; and
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8.

Documentation for internal control, all transactions, and other significant events is readily
available for examination.

1.2.2 Consideration of Fraud

Fraud is an intentional act by one or more individuals among management, those charged with
governance, employees, or third parties, involving the use of deception that results in a
misstatement in financial statements that are the subject of an audit. Management has overall
responsibility for the design and implementation of a fraud risk management program, including:

1.

Setting the tone at the top for the rest of the organization. An organization’s culture plays
an important role in preventing, detecting, and deterring fraud. Management creates a
culture through words and actions where it is clear that fraud is not tolerated, that any
such behavior is dealt with swiftly and decisively, and that whistleblowers will not suffer
retribution.

Implementing adequate internal controls — including documenting fraud risk
management policies and procedures and evaluating their effectiveness — aligned with
the organization’s fraud risk assessment.

. All Coast Guard personnel should report to their superiors any witnessed or suspected

fraudulent or corrupt activity in accordance with The Coast Guard Fraud Response Plan
promulgated May 2015.

https://cg.portal.uscg.mil/units/cg84/Financial%20Management%20Policies%20%20Proc
edures/Forms/Allltems.aspx?RootFolder=%2Funits%2Fcg84%2FFinancial%20Managem
ent%20Policies%20%20Procedures%2F Interim%20Policies%20and%20Procedures%2F
Risk%20Management&FolderCTID=0x0120001FE18D38AD0A2D43AF058C48325C7
246&View={796C7D03-23B5-4873-B3D6-9F2E1F05B6F5}

Financial managers should obtain the financial staff’s knowledge and understanding of and
viewpoint on fraud. The financial manager should consider the following:

1.

Whether the financial staff has knowledge of any fraud or suspected fraud affecting the
Coast Guard;

Whether the financial staff is aware of allegations of fraud or suspected fraud affecting
the Coast Guard, for example, received in communications from employees, former
employees, analysts, regulators, or others;

The financial staff's understanding about the risks of fraud in the Coast Guard, including
any specific fraud risks the Coast Guard has identified or account balances or classes of
transactions for which a risk of fraud may be likely to exist;

Programs and controls the Coast Guard has established to mitigate specific fraud risks the
Coast Guard has identified, or that otherwise help to prevent, deter, and detect fraud, and
how the financial staff monitors those programs and controls;

Whether (a) the nature and extent of monitoring of operating locations or business
segments, and (b) there are particular operating locations or business segments for which
a risk of fraud may be more likely to exist;

Whether and how the financial staff communicates to employees its views on business
practices and ethical behavior; and
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7. Whether the financial staff has reported to those charged with governance on how the
Coast Guard's internal control serves to prevent, deter, or detect material misstatements
due to fraud.

1.2.3 Coast Guard Fraud Response Plan (FRP)

Federal laws and regulation require Federal agencies to establish internal controls over financial
management systems and business processes. The Coast Guard has developed a Fraud Response
Plan (FRP) which:

1. Enhances internal controls;

2. Provides the guidance necessary to ensure all Coast Guard personnel are equipped with
the tools and resources needed to assist in meeting Coast Guard’s fiduciary duties;

3. Fosters an anti-fraud culture, that protects the integrity of the Coast Guard; and,

4. Requires the reporting of any suspected fraud to appropriate personnel as an essential
requirement in maintaining effective internal controls.

For classification of fraudulent activity and safeguards, detailed definitions, responsibilities, and
procedures on the reporting of actual, alleged, or suspected incidents of fraud, waste or abuse of
Government funds or property, refer to Financial Resource Management Manual-Procedures
(FRMM-P), COMDTINST M7100.4 (series), Chapter 1 (Introduction to Financial Resource
Management).

1.3 Financial Management Accounting Oversight Board (FMAQOB)

1.3.1 Overview

In 2009 the Coast Guard established a professional oversight board — the Financial Management
Accounting Oversight Board (FMAOB) — to help ensure consistent and compliant accounting
treatment throughout the Coast Guard. Consistent application of Federal accounting and related
financial management standards across the Coast Guard is an essential task in fulfilling the
agency’s duty to be publicly accountable. The FMAOB will provide guidance to the Chief
Financial Officer (CFO) relating to the appropriate accounting treatment of complex accounting
issues, including providing guidance on interpretation, application, and compliance relating to
Federal laws and regulations, including generally accepted accounting principles (GAAP) and
Department of Homeland Security (DHS) financial management policies.

The FMAOB will institutionalize an enhanced governance structure for financial management
and accounting policy decision-making in support of enterprise-wide Coast Guard financial
management transformation goals in accordance with Federal standards. The FMAOB will
establish oversight and achieve audit readiness by providing authoritative guidance in the
development and updating of financial management and accounting policies to ensure consistent
accounting treatment throughout the Coast Guard.
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1.3.2 Authorities

1.

Chief Financial Officers Act of 1990.
http://govinfo.library.unt.edu/npr/library/misc/cfo.html

Department of Homeland Security Financial Accountability Act. PL 108-330.
https://www.gpo.gov/fdsys/pkg/PLAW-108publ330/content-detail.html

. Federal Managers’ Financial Integrity Act of 1982 (FMFIA).

https://obamawhitehouse.archives.gov/omb/financial fmfial982

Office of Management and Budget (OMB), Circular A-123, Management'’s
Responsibility for Internal Control.
https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Department of Homeland Security, Chief Financial Officer, Financial Management
Policy Manual (FMPM).
http://cfo-policy.dhs.gov/default.aspx

The Coast Guard Directives System, COMDTINST M5215.6 (series).
http://www.dcms.uscg.mil/directives

1.3.3 Responsibilities

1.3.3.1 Assistant Commandant for Resources (CG-8)/CFO

Commandant (CG-8)/CFO receives all policy and technical recommendations from the FMAOB
for review, comment, and final approval on the accounting matters presented.

1.3.3.2 Director of Financial Operations/Comptroller (CG-8C)
Commandant (CG-8C):

1.

Acts as FMAOB Chair and establishes the direction for the Board, in conjunction with
the Commandant (CG-8)/CFO.

Approves the appointment of FMAOB members and maintains the membership roster.
Sets each meeting’s agenda, date, and location.

Directs the recording of meeting minutes and disseminates the minutes to the Senior
Management Council (SMC) and the Senior Assessment Team (SAT).

Reports directly to the CFO on elevated risks, FMAOB recommendations, issue
resolution, task progress, and outstanding issues.

Provides final dispute resolution and tie-breaking decision approval authority, in
consultation with the CFO and the SMC.

Provides final approval authority on all financial management and accounting policies
forwarded to the CFO for review and comment.

Provides a quarterly briefing to the Coast Guard and DHS CFOs and the Coast Guard
SMC on the progress and outputs of the FMAOB.
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Provides a technical review of all financial and accounting policies presented to the
FMAOB and forwards the Board’s recommendations to the CFO for review and
approval.

10. Invites the independent audit team to a FMAOB meeting each quarter in order to gain

their perspective on proposed financial management and accounting policies; specifically,
how proposed policies could impact the effectiveness and efficiency of the financial
statement audit.

1.3.3.3 FMAOB Members
FMAOB members:

1.

A

10.

Review and approve:

a. The master inventory list of existing financial management and accounting policies
compiled by Commandant (CG-843); and

b. The priority list of policies being developed, updated, or disputed, compiled by
Commandant (CG-843).

Define a standard format for all policies.
Review and approve newly developed policies and updated policies.
Review and adjudicate policies being disputed for a valid business reason.

Delegate authority, as appropriate, for the development of policies, the revision of
policies resulting from dispute resolution decisions, and the training of personnel to
execute approved policies.

Review all DHS financial statements and Office of Inspector General and Government
Accountability Office (GAO) audit reports to determine how existing policies can be
strengthened to address audit findings.

Contribute to the quarterly briefing of the Coast Guard and DHS CFOs and the Coast
Guard SMC on the progress and outputs of the FMAOB.

Serve as advisors to the CFO on financial management and accounting policy matters.

Act as liaison between the Coast Guard and the DHS policy group on financial
management and accounting policy issues.

Maintain liaison with OMB, the Treasury Department, GAO, and other Federal agencies
on financial management and accounting policy matters.

1.3.3.4 Financial Management Policy Division (CG-843)
Commandant (CG-843):

1.

Compiles and maintains a master inventory list of existing financial management and
accounting policies.

Compiles and prioritizes a list of policies considered for development or updating, along
with policies being disputed for a valid business reason.
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10.

11.

12.

. Meets with key process owners in accounting and financial management areas to obtain

information on new policies to be developed and existing policies to be revised.

Reviews the independent auditors’ “Notice of Findings and Recommendations (NFR),”
“Report on Internal Control,” and “Report on Compliance with Laws and Other Matters”
to determine which policies are affected by the issues noted.

Reviews Coast Guard Mission Action Plans (MAPs) and the Financial Strategy for
Transformation and Audit Readiness (FSTAR) plan quarterly to determine whether the
MAPs have changed and are still consistent with the issues noted in the reports listed in
Paragraph 4 above.

Prepares a task execution schedule recommending the assignment of subject matter
experts (SMEs) and expected timelines to policies approved by the FMAOB for
development, update, or revision resulting from disputes.

Coordinates training of Coast Guard personnel to effectively execute all approved
policies.

. Ensures Commandant (CG-843) attendance at FMAOB meetings. Creates a detailed

record of events regarding policies in the review and approval process, including each
member’s argument for or against the policy under consideration.

Maintains a repository of all approved policies in this Manual or other approved
repository, supported by all applicable documentation detailing the development, review,
and approval process. This repository shall be appropriately cross-referenced to the DHS
policy area noted in its repository.

Establishes a schedule for annual review of the policies in the repository to evaluate the
continued relevance of all existing policies.

Provides a quarterly briefing to the FMAOB on potential new policies to be developed,
progress of on-going policy drafts, problems being encountered in the delivery schedule,
etc.

Liaises with representatives from the DHS Office of Financial Management (OFM)
Policy Division and other DHS components in order to learn best practices in technical
accounting policy development.

1.3.4 Policy

1.

The FMAOB shall consist of seven members and shall be chaired by the Comptroller or
designated official who will provide advice and direction to the Board on Coast Guard
financial management accounting policy.

FMAOB membership shall include:

a. Chair: Office of Director of Financial Operations/Comptroller (CG-8C);
b. Vice chair: Deputy Assistant Commandant for Resources (CG-8D);

c. Member: Director, DHS Office of Financial Management (OFM);
Member: Division Chief, Financial Information and Control (FINCEN);
e. Member: professional staff, Audit Remediation Division (CG-845);

&
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f. Member: professional staff, Mission Support Resources Directorate (DCMS-8); and
g. Member: Judge Advocate General and Chief Counsel (CG-094).

3. Every professional staff member of the FMAOB shall be one of the following: a Certified
Public Accountant (CPA), a licensed attorney, a Certified Government Financial
Manager (CGFM), or a Certified Defense Financial Manager (CDFM).

4. The FMAOB Chair shall schedule all meetings. Regular meetings shall be held on a
monthly basis (or other interval as agreed by the members). Special meetings may be
scheduled at the discretion of the Chair. The meeting agenda shall be determined by the
Chair.

5. FMAOB members shall vote when adopting recommendations or taking action on
matters before the Board. Each member has one vote. A quorum of four members must
be present to vote, and a majority vote of the members present and voting is required to
approve any recommendation or action. Any member sending an alternate shall ensure
that the alternate has the requisite skill set required to address FMAOB issues and the
same final approval authority as the member. The Chair shall forward recommended
policies approved by the Board to the CFO for review and comment.

6. Issues that cannot be resolved by the FMAOB or that require the attention of the Coast
Guard Leadership may be addressed to the CFO or Deputy CFO for further escalation
and/or resolution. Any issue elevated outside the FMAOB shall be recorded in the
meeting minutes and shall be tracked through an issues log.

7. Meeting minutes and action items shall be documented at each meeting, including each
member’s argument for or against the policies under consideration.

8. The FMAOB Charter shall be reviewed by the Board on an annual basis. Proposed
changes shall be forwarded to the CFO and Deputy CFO for approval.

9. The FMAOB may develop or recommend financial policies and procedures in
compliance with GAAP and The Coast Guard Directives System, COMDTINST
M5215.6 (series).

1.4 The Budget Process

Budgeting is a planned, disciplined approach to funds management and is a cornerstone of
financial resource management. To ensure resource allocation and execution decisions are best
aligned with National, Department of Homeland Security (DHS) and Coast Guard priorities, the
Coast Guard uses the Planning, Programming, Budgeting, Execution and Evaluation (PPB&E)
process. It is the process by which planned operations and objectives are translated into their
related financial requirements for purposes of estimating and executing those plans. The budget
provides base levels or standards of performance from which to evaluate results. It is a tool that
best serves its purpose when it is founded on sound financial and management principles
supported by the organization and its people.

The budget process is a general term used to describe how the Coast Guard obtains funding using
PPB&E and the rules it must live by in using the funding provided. This Manual addresses two
major phases of the budget process:

1. Budget formulation (Chapter 4); and
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2. Budget execution (Chapter 5).

1.4.1 Budget Formulation

Budget formulation begins with the preparation of estimated Coast Guard funding requirements
as an operating administration of the DHS. There are two initial stages of the formulation
process, the Forecast Stage and the DHS Stage. The resulting budget estimates are then
incorporated into the Office of Management and Budget (OMB) Stage.

The final product of these efforts becomes part of the President’s Budget, which is submitted to
Congress in late January or early February, thus entering the Congressional Stage of budget
formulation. The budget estimates reflect the missions, programs, and responsibilities assigned
to the Coast Guard, and the policies of the President in carrying out these missions. OMB acts as
the President’s immediate staff in dealing with executive agencies on matters of budget
formulation and, following Congressional action on the budget, on budget execution.

The Congressional budget process is outlined in 2 USC 631. The timetable for any fiscal year is
as follows:

Table 1.2 Timetable of the Congressional Budget Process

On or Before Action to be Completed

First Monday in President submits budget.

February

15 February Congressional Budget Office submits report to Budget Committees.
Six weeks after Committees submit views and estimates to Budget Committees.
President submits

budget

1 April Senate Budget Committee reports concurrent resolution on the budget.
15 April Congress completes action on concurrent resolution on the budget.

15 May Annual appropriation bills may be considered in the House.

10 June House Appropriations Committee reports last annual appropriation bill.
15 June Congress completes action on reconciliation legislation.

30 June House completes action on annual appropriation bills.

1 October Fiscal year begins.

Although this schedule is designed to provide appropriations prior to the start of the fiscal year
(1 October), conflicting perspectives of national goals and economic conditions frequently delay
approval beyond that date. In this situation, Congress usually enacts a continuing resolution to
provide interim funding until required appropriations are passed. See Subsections 5.5.1
(Establishing Funding under a Continuing Resolution) and 5.5.2 (Managing Operations under a
Continuing Resolution) of this Manual for additional details.
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1.4.2 Budget Execution

Budget execution and planning for execution begins some eight months prior to the beginning of
the fiscal year, immediately after the President’s Budget is submitted.

1.5 Trademarks

Many of the designations used by manufacturers and vendors to distinguish their products are
claimed as trademarks. The following are some of the trademarks cited this Manual:

1.

A

7.

CheckFree is a trademark of Fiserv, Inc.

Cognos is a trademark of Cognos, Inc.

Dun & Bradstreet is a trademark of Dun & Bradstreet Corporation.
Oracle is a trademark of Oracle Corporation.

Microsoft Excel, Microsoft Office 2007, and Windows Vista are trademarks of Microsoft
Corporation.

PRISM is a trademark of Compusearch Software Systems, Inc.

Sunflower is a trademark of Sunflower Systems.

All other trademarks are the property of their respective owners.
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Chapter 2. Coast Guard Budget Authority and Structure

2.1 Federal Agency Authority to Spend Funds

Federal agencies obtain their authority to “spend” Federal funds via a statute called an
appropriation. Appropriations, as a type of budget authority, permits an agency to incur
obligations and expenditures. Congress usually enacts appropriations in annual appropriations
acts and other laws. An appropriation may make funds available from the General Fund, special
funds, or trust funds, or it may authorize the spending of offsetting collections, which are
credited to expenditure accounts (including revolving funds).

By contrast, authorization acts usually precede appropriation acts, setting a limit by Congress
on itself as to what it may later appropriate for a given purpose. Authorization acts generally do
not make any funds available to an agency. It is not unusual for Congress to skip this
preliminary authorization step.

Authorization acts are the primary source of permanent enabling legislation for agency missions
and functions. Appropriations are needed to execute authorized missions and functions.

See the Financial Resource Management Manual-Procedures (FRMM-P), COMDTINST
M7100.4 (series), Chapter 2 (Coast Guard Budget Authority and Structure) for responsibilities
and procedures detailing the Coast Guard’s authority to spend funds.

2.2 Coast Guard Budget Authority

Coast Guard budget authority comes from a wide variety of statutes. The most common
authorities for funding the Coast Guard’s programs and missions are:

1. The annual DHS appropriations act;

2. Supplemental appropriations;

3. Continuing resolutions; and

4. Revolving funds, special funds, and trust funds.

In addition to these, the Coast Guard is authorized by law to collect monies for goods and
services, fines, and fees. For some of these collections, Coast Guard has Budget Authority
referred to as Offsetting Receipts and Collections. This permits the Coast Guard to obligate and
expend some of the proceeds authorized by law as offsetting receipts and collections. Various
statutes authorize the Coast Guard to safeguard and seize property, including cash, in the course
of conducting operations. Authority to establish and use nonappropriated funds (NAFs) may be
authorized by law, or by agency sanction, policy, and regulation.

In the absence of appropriations (per Office of Management and Budget (OMB), Circular A-11,
Preparation, Submission, and Execution of the Budget):

1. Federal officers may not incur any obligations that cannot lawfully be funded from prior
appropriations unless such obligations are otherwise authorized by law.
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2. Federal officers may incur obligations as necessary for orderly termination of an agency’s
functions, but funds may not be disbursed.

2.2.1 Regular Appropriations

Regular appropriations provide funding for:
1. Operations & Support (O&S).
Procurement, Construction, and Improvement (PC&I).
Research & Development (R&D).
Alteration of Bridges (AB).
Retired Pay (RP).

Oil Spill Liability Trust Fund (OSLTF). Amounts are derived from the OSLTF for the
0&S, PC&I, and R&D appropriation. The President may apportion up to $50 million per
fiscal year from the OSLTF.

7. Boat Safety (BS). Amounts for Boat Safety are transferred to the Coast Guard from the
Sport Fish Restoration and Boating Trust Fund through the Department of Treasury
Governmentwide Accounting system.

AN

These appropriations are described in the Subsections that follow.

2.2.1.1 Operations & Support (0&S)

The O&S appropriation provides for the operation and maintenance of all authorized Coast
Guard programs and facilities not otherwise specifically provided for in other appropriations or
funds. Unless otherwise directed by Congress in the appropriations language, O&S is typically
an annual appropriation that is available for obligations for one fiscal year.

2.2.1.1.1 Reserve Training (RT)

Effective FY 2019, RT is a PPA within the O&S appropriation that provides for the operation,
recruiting, training, administration, and management of the Coast Guard Reserve Program.

The Director of the Coast Guard Reserve is the official within the Coast Guard who, subject to
the authority, direction, and control of the Secretary of Homeland Security and the Commandant,
is responsible for preparation, justification, and execution of the personnel, operation and
maintenance, and construction budgets for the Coast Guard Reserve. As such, the Director of the
Coast Guard Reserve is the director and functional manager of appropriations made for the Coast
Guard Reserve in those areas.

Per 14 USC 309, the Director of the Coast Guard Reserve shall submit to the Secretary of
Homeland Security and the Secretary of Defense an annual report on the state of the Coast Guard
Reserve and the ability of the Coast Guard Reserve to meet its missions. The report shall be
prepared in conjunction with the Commandant and may be submitted in classified and
unclassified versions.
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2.2.1.1.2 Environmental Compliance and Restoration (EC&R)

Effective FY 2019 EC&R is no longer a standalone appropriation but a part of O&S. EC&R
provides for environmental compliance and restoration of contamination from hazardous
substances and pollutants at all current and former Coast Guard facilities. It provides for
identification, investigation, and cleanup, and also physical changes to Coast Guard buildings
and structures, in order to comply with Federal, State, and local environmental laws and
regulations. Prior to fiscal year 2012, EC&R funds were available until expended (no-year
funds). However, recent appropriation language states that EC&R funds are to remain available
for five years.

2.2.1.2 Procurement, Construction, and Improvement (PC&I)

The PC&I appropriation provides for the acquisition, construction, rebuilding, and improvement
of vessels, aircraft, shore facilities, aids to navigation (ATON) systems and facilities, and
command, control, Command, Control Communications, Computers and Information
Technology (C4IT) systems and related equipment. PC&I funds are normally available for
obligation as follows:

1. Acquisition, repair, renovation, and improvement of vessels: typically five fiscal years.

2. Acquisition, repair, renovation, rebuilding, and improvement of shore facilities and
ATON: typically five fiscal years.

3. Acquisition, repair, renovation, and improvement of new aircraft and increases in aircraft
capability: typically five fiscal years, but can be three fiscal years.

4. Acquisition, construction, replacement, or improvement of capital equipment related to
the above categories or for other specific purposes: typically five fiscal years.

5. Personnel and administrative expenses: typically one fiscal year.

2.2.1.3 Research & Development (R&D)

The R&D appropriation provides funding for applied scientific research and development. This
includes funds for pay, allowances, and related personnel support costs, as well as the
maintenance, rehabilitation, lease, and operation of related facilities and equipment. Prior to
Fiscal Year 2012, R&D funds were typically available until expended (no-year funds). In Fiscal
Years 2012 and 2013 R&D funds were appropriated to remain available for five years. In Fiscal
Years 2014 through 2016, R&D funds were appropriated to remain available for three years.

2.2.1.4 Alteration of Bridges (AB)

Pursuant to the Truman-Hobbs Act (54 Stat. 497, 33 USC 511-523) governing bridge alterations,
and in accordance with the Coast Guard Authorization Act of 1996, permanent authority exists in
49 USC 104(e) to transfer funds from the Federal-Aid Highways discretionary bridge program to
the Coast Guard to finance alteration of obstructive highway bridges.

The AB appropriation provides for the Government’s share of altering or removing railroads and
publicly owned bridges that obstruct navigable waterways in the United States. The
administrative costs associated with this appropriation are funded under the O&S appropriation.
AB funds are normally available until expended (no-year funds).
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2.2.1.5 Retired Pay (RP)

The RP appropriation provides for the pay of former military members of the Coast Guard, the
Coast Guard Reserve. It also funds survivor annuity payments under the Retired Serviceman’s
Family Protection Plan and the Survivor Benefit Plan (SBP), as well as medical benefits for
retirees and their dependents. RP is an annual appropriation and generally remains available until
expended. In other words, these funds are known as no-year funds as opposed to most annual
appropriations that expire at the end of one year.

RP is also designated as a mandatory appropriation not subject to 31 U.S.C. § 1341 the
Antideficiency Act. RP may make obligations in excess of available budget authority as this
appropriation supports statutory entitlement programs. However, obligations made in excess of
available budgetary authority may only be liquidated once new appropriations are enacted.

2.2.1.6 Oil Spill Liability Trust Fund (OSLTF)

Title 1 of the Oil Pollution Act (OPA) of 1990 (33 USC 2701 et. seq.) includes authorization
language governing the uses of the OSLTF. Title 6 (33 USC 2752) includes special provisions
authorizing permanent definite and permanent indefinite appropriations for specific purposes, as
well as a requirement that all other OSLTF funds be subject to annual appropriations.

The Energy Policy Act of 2005, PL 109-58, reinstated a five-cent per barrel tax on oil received at
a U.S. refinery or petroleum product entering U.S. ports, to be deposited into the OSLTF to be
used to finance oil pollution prevention, response, and enforcement activities of various Federal
agencies.

2.2.1.6.1 OSLTF Spending
The Coast Guard uses the OSLTF for:

1. Operation & Support — Congress may appropriate not more than $25 million dollars from
the OSLTF for operations and support of the Coast Guard. This annual appropriation is
available for administrative, operation, and personnel costs and other expenses necessary
and incidental to carry out OPA 90 with respect to prevention, removal, and enforcement.

2. Oil spill response (Emergency Fund) — A permanent definite (no-year) appropriation of
$50 million per year (not all of which may be apportioned by OMB for any given year),
administered by the National Pollution Funds Center (NPFC), for immediate response to
oil spills and substantial threats of such spills by Coast Guard and Environmental
Protection Agency (EPA) Federal On-Scene Coordinators (FOSCs) in accordance with
the National Contingency Plan (40 CFR 300). To the extent that $50 million is
inadequate, the Coast Guard may obtain an additional advance of up to $100 million,
unless otherwise provided by law.

3. Oil spill claims (Claims Fund) — A permanent indefinite warrant authority extended to the
Coast Guard National Pollution Funds Center to pay all valid claims for oil spill response
costs and damages authorized by OPA to injured parties resulting from oil spills.

Note: Recent annual appropriation acts have provided funds derived from the OSLTF for R&D
expenses. These funds are available for R&D administrative, operation, and personnel costs and
other expenses necessary to carry out the purposes of Section 1012(a)(5) of the Oil Pollution Act
of 1990.
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2.2.1.6.2 OSLTF Receipts
Two categories of receipts are deposited back into the OSLTF:

1. Cost recovery from liable responsible parties for the costs of Federal response to oil spills
and for claims paid from the OSLTF for oil spill response costs and damages.

2. Certain civil and criminal fines and penalties, including administrative and judicial fines
or penalties for violations of Sections 309 and 311 of the Clean Water Act, penalties
under the Deepwater Port Act of 1974, and penalties under Section 207 of the Trans-
Alaska Pipeline Authorization Act. Clean Water Act administrative fines and penalties
may be collected by the Coast Guard or the EPA, since both agencies have enforcement
authority under the Clean Water Act. Judicial fines or penalties are collected by the
Department of Justice or local U.S. attorneys.

2.2.1.7 Boat Safety (BS)

There are appropriations and transfers from the Sport Fish Restoration and Boating Trust Fund to
carry out the provisions of Title 16 of the U.S. Code (USC) Chapter 10B—Fish Restoration and
Management Projects. This provision of 16 USC includes funding for a boat safety account.

The Boat Safety account is also governed by 46 USC Chapter 131-Recreational Boating Safety,
which provides the use of funding for the development and implementation of a coordinated
national recreational boating safety program. Current provisions of the law provide for the
transfer of highway trust fund revenue derived from the motorboat fuel tax, and certain other
taxes, to the Sport Fish Restoration and Boating Trust Fund. Congress authorizes appropriations
and transfers from this fund for Coast Guard and State recreational boating safety assistance, and
other programs specified by law. The Boat Safety funds are available until expended (no-year
funds).

2.2.2 Supplemental Appropriations

Supplemental appropriations are legislatively funded adjustments to the Coast Guard budget
authority. These appropriations are provided in various statutes and are outside the normal
annual budgeting process in order to address funding needs that are often emergent in nature.
Examples of supplemental funding are annual pay increases, Operation Desert Shield/Storm, the
Midwest floods of 1993, and Hurricane Sandy.

2.2.3 Continuing Resolutions

Continuing resolutions are stopgap legislation enacted to continue operations whenever Congress
and the President have not completed action on appropriations acts by the beginning of the fiscal
year. A continuing resolution generally covers a short period of time (i.e., one to three weeks).
Several continuing resolutions may be needed at the beginning of the fiscal year before the
regular appropriations are enacted. However, continuing resolutions have, on occasion, provided
budget or spending authority and limitations for an entire fiscal year.

2.2.4 Operating with No Appropriations

Occasionally a fiscal year will begin with neither a regular appropriation nor a continuing
resolution in place. In the absence of appropriations (per OMB Circular A-11):
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1. Federal officers may not incur any obligations that cannot lawfully be funded from prior
appropriations unless such obligations are otherwise authorized by law.

2. Federal officers may incur obligations as necessary for orderly termination of an agency’s
functions, but funds may not be disbursed.

Chapter 6 (Continuing Operations without Appropriations) provides specific instructions and
policies for continuing operations without appropriations.

2.2.5 Revolving Funds

Specific provisions of law for self-financing operations authorize revolving funds. Funds are
obtained by charging customers for services or materials furnished. The income from such
operations is available in its entirety for meeting authorized expenses.

Once capitalized, annual appropriations are not normally made for revolving funds (they are
meant to be self-sufficient), though an appropriation may be made to increase the total capital
structure, if necessary.

2.2.5.1 Supply Fund (SF)

The Coast Guard Supply Fund is authorized by 14 USC 941. It finances the procurement of
uniform clothing, subsistence provisions, general stores, technical material, and fuel for specified
facilities. The fund is normally financed by reimbursements from the sale of goods, unless
otherwise provided for by statute or an appropriation.

2.2.5.2 Yard Fund (YF)

The Coast Guard is authorized to finance industrial activities with a revolving fund by

14 USC 939. The Coast Guard used this authority to create the Yard Fund, which finances the
industrial operations of the Coast Guard Yard. The Yard provides services such as construction,
repairs, and alteration of vessels and boats; and fabrication of buoys and other special items for
the Coast Guard and other Government agencies (OGAs). The Government customers pay the
Yard for these services from their respective appropriations. The charges to the customer by the
Yard are based upon recovery of its total industrial cost because the statute requires that amounts
in excess of the actual cost be returned to the customers.

2.2.6 General Gift Fund

The Coast Guard General Gift Fund is authorized by 10 USC 2601 and is maintained to account
for gifts, devises, and bequests. The Coast Guard uses the money in the Gift Fund as specified
by the donor in the devise or bequest. This fund is financed by gifts, bequests, and proceeds
from interest and dividends. The fund is not financed by Congressional appropriations.

2.2.7 Sales, Fees, Fines, and Other Collections

The Coast Guard is authorized by law to collect monies for goods and services that it provides
and specific fines collected and recovery of expenses. Sources include:
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1. Goods and services provided to Coast Guard personnel (e.g., sale of meals at Coast
Guard dining facilities (CGDFs));

2. Goods and services provided to other agencies (e.g., issues of electronic parts from the
SFLC to a DOD command);

User fees from goods and services provided to the public (e.g., Marine Safety User Fees);
Fines and judgments collected (e.g., boating safety violations);

Miscellaneous fees collected (e.g., FOIA requests);

Recovery of Federal funds used to clean up oil spills;

Sales of excess property, including military housing and lighthouses; and

© NN AW

Collections for the repair or replacement of CG property damaged or destroyed by a
private person.

Funds collected may only be used as authorized by law — they cannot be automatically used to
fund the operations and maintenance (O&M) of Coast Guard units.

Units that receive or collect funds must safeguard them handle them in accordance with
established procedures, and ensure that they are only used for purposes provided by law.

Note: Safeguarding collections means placing under lock and key in a secure location with
limited access and, if cash or check, deposit into Coast Guard/U.S. Government Treasury
accounts as soon as possible.

Establishing detailed policies and procedures for all types of funds collected by the Coast Guard
(i.e., user fees, fines and penalties, etc.) is not included in this Manual. For detailed policy see
References in Section 7.9 (Financial Policy for Revenue and Accounts Receivable) of this
Manual.

2.2.8 Reimbursable Activities

1. Interagency Agreements (IAA): Reimbursable activities describe those activities wherein
the Coast Guard acts as a seller (provider) of goods or services and is entitled to
reimbursement of all or part of the costs of its performance. The annual budget submitted
to Congress develops costs and funds required for programs to be carried out through
appropriations made directly to the Coast Guard. However, to ensure that the budget
presents a complete picture of the Coast Guard’s operations and to ensure there is
sufficient and anticipated reimbursable authority apportioned, the estimated costs of the
reimbursable activities are included in the OMB and Congressional Stage budgets.

2. User Fees: The Coast Guard has specific legislated authority to be reimbursed for costs
related to the collection of user fees and the annual costs of providing vessel
documentation services to recreational vessel owners. Reimbursement of these costs
related to collections are credited to the Appropriation from which originally expended.

2.2.9 Imprest Funds

An imprest fund is a fixed cash fund in the form of currency, coin, or Government check. The
fund is advanced to a duly authorized cashier for cash disbursement when other methods of
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payment are not feasible (e.g., cash purchase of fuel at a foreign port). See U.S. Coast Guard
Certifying and Disbursing Manual, COMDTINST M7210.1 (series).

2.2.10 Nonappropriated Funds (NAFSs)

NAFs are typically used for morale, well-being, and recreation (MWR) programs, and also by
the Coast Guard Exchange System (CGES). Policies and procedures governing NAFs may be
found in Coast Guard Morale, Well-Being, and Recreation Manual, COMDTINST M1710.13
(series), and Coast Guard Nonappropriated Fund Instrumentalities (NAFI) Manual,
COMDTINST M7010.5 (series).

A portion of nonappropriated MWR funds, known as Extraordinary Expense Funds (XXFs), are
set aside annually into the Coast Guard Trust Fund Operating Account to provide a nominal
allocation to flag officers and other members of senior leadership to be used to further the
welfare of the Coast Guard family. If funds are available, a portion of the XXF funds may also
be budgeted for other Commandant-approved uses, such as flag officer change of command,
flowers for Arlington funerals, and other centrally funded activities for the benefit of the Coast
Guard family. Questions regarding the use of these funds should be referred to Commandant
(CG-81).

2.2.11 Cash and Property Recovered or Seized

Coast Guard units sometimes recover or seize property, including cash, in the course of
conducting operations. All cash and property thus obtained must be safeguarded and used only
for the purposes authorized by law. Policies and procedures for handling such property are
specified in U.S. Coast Guard Personal Property Management Manual (PPMM), COMDTINST
M4500.5 (series), and also in the directives governing the activity being conducted at the time
that the property is recovered or seized.

2.2.12 Other Budget Authority

The basic forms of budget authority provided by federal law include appropriations, borrowing
authority, contract authority, and authority to obligate and expend offsetting receipts and
collections.

2.2.12.1 Overview

The Department of Homeland Security (DHS) receives the majority of its funding through the
regular annual discretionary DHS appropriations act; however, a significant portion of its
resources are obtained through other budget authority. These other funding mechanisms include
fees, resources from the Treasury Forfeiture Fund (TFF), and National Intelligence Program
funding. In addition, pursuant to 21 USC 173(b)(8), the Secretary of DHS is required to submit
drug control budgets to the Office of National Drug Control Policy (ONDCP) for those DHS
components that expend budgetary resources on counterdrug activities. This is referred to as the
“drug control” budget and a description of that process is also included in this Subsection of
policy.

The largest of these other sources is fees. For example, at DHS, approximately 97 percent of the
U.S. Citizenship and Immigration Service’s (USCIS) budget is fee-funded. While the USCIS
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budget is an anomaly within the Department, U.S. Customs and Border Protection (CBP),
Transportation Security Administration, National Protection and Programs Directorate (NPPD),
and U.S. Immigration and Customs Enforcement (ICE) also are resourced partially through the
collection of fees.

Another source of funding is the TFF administered by the Treasury Executive Office for Asset
Forfeiture (TEOAF). The TFF is the receipt account for deposit of nontax forfeitures (TFF is
comprised of forfeited cash, proceeds from the sale of forfeited property and amounts remitted in
lieu of forfeiture) made pursuant to laws enforced or administered by participating Treasury and
DHS agencies (CBP, ICE, Coast Guard, and USSS). The availability of funds from the TFF
varies from year to year based on the amount of forfeited funds recovered and priorities set by
TEOAF. The TFF is available to reimburse participating agencies’ costs of seizure and forfeiture
of assets and other law enforcement-related expenses.

Policy covered in this Section includes;
1. DHS Fee Proposal Framework
2. Treasury Asset Forfeiture Fund
3. National Intelligence Program
4. Office of National Drug Control Policy

2.2.12.2 Purpose

The purpose of this Section is to provide guidance to the Coast Guard concerning other budget
authorities that includes user fees, Treasury Asset Forfeiture Fund, National Intelligence
Program, and Office of National Drug Control Policy.

2.2.12.3 Scope

All Coast Guard units that execute budget authority are subject to the provisions of this policy.

2.2.12.4 Modifications

It may be necessary to periodically update this policy to reflect changes in life cycle events, as
well as changes in laws, regulations, accounting standards, DHS-specific guidance, or
management objectives. Program managers shall review and oversee the policy implementation
changes in local desk guides or procedures, as appropriate.

2.2.12.5 Definitions

appropriation — A provision of law authorizing the expenditure of funds for a given purpose.
Usually, but not always, an appropriation provides budget authority. An authorization by act of
Congress to incur obligations for specified purposes and to make disbursements from the U.S.
Treasury Department.

budget authority - Authority provided by law to enter into obligations, which result in
immediate or future outlays involving Government funds. The basic forms of budget authority
are appropriations, contract authority, and borrowing power.
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budget execution - The process by which the financial resources made available to an agency
are directed and controlled toward achieving the purposes and objectives for which the resources
were approved.

Budget Justification - The documents that an agency submits to the appropriations committees
in support of its budget request. OMB prescribes justification materials, which typically explain
changes between the current appropriation and the amounts requested for the next fiscal year.

expenditure - A payment made to liquidate an obligation.

obligations - The legal requirement to pay orders placed, contracts awarded, services received,
and similar transactions. Any act that legally binds the Government to make payment creates an
obligation.

program, project, or activity (PPA) - An element within a budget account. For annually
appropriated accounts, the Office of Management and Budget (OMB) and agencies identify
PPAs by reference to committee reports and budget justifications; for permanent appropriations,
OMB and agencies identify PPAs by the program and financing schedules that the President
provides in the “Detailed Budget Estimates” in the budget submission for the relevant fiscal year.
Program activity structures are intended to provide a meaningful representation of the operations
financed by a specific budget account—usually by project, activity, or organization.

Resource Allocation Decision - The Secretary's formal approval of component RAPs at the
close of the Program Review. The RAD is issued after the Program Review Board deliberates on
the RAP. RADs will set resource allocation guidance for components for the Future Years
Homeland Security Program and become the basis for the budget submission to OMB.

Resource Allocation Plan - DHS components annually develop proposed programs consistent
with the Integrated Planning Guidance. These programs, expressed in the RAP, reflect
systematic allocation of resources required to achieve missions, objectives, and priorities, and
potential alternative methods of accomplishing them. Resource requirements reflected in RAPs
are translated into time-phased funding requirements. RAPs must account for long-term
requirements and resources including human capital, construction and investments, operating and
maintenance, and potential disposal or termination costs, and program performance goals. RAPs
are submitted to PA&E in late March and initiate the annual Program Review.

Super Surplus - The Super Surplus Fund is available for obligations or expenditures in
connection with law enforcement activities of any Federal agency or of a Department of the
Treasury law enforcement organization.

User fee - A fee assessed to users for goods or services provided by the Federal Government.
User fees generally apply to federal programs or activities that provide special benefits to
identifiable recipients above and beyond what is normally available to the public. User fees
normally are related to the cost of the goods or services provided. Once collected, they must be
deposited into the general fund of the Treasury, unless the agency has specific authority to
deposit the fees into a special fund of the Treasury. An agency may not obligate against fees
collected without specific statutory authority.

zero-based budget - A budget technique that attempts to analyze budget requests without an
implicit commitment to sustaining past levels of funding. Under this system, programs and
activities are organized and budgeted in a detailed plan that focuses review, evaluation, and
analysis on all proposed operations rather than on increases above current levels of operations, as
in incremental budgeting. Programs and activities are analyzed in terms of successively
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increasing levels of performance and funding, starting from zero, and then evaluated and ranked
in priority order. The purpose is to determine the level, if any, at which each program or activity
should be conducted.

2.2.12.6 Authorities

1.

The Public Law 101-576, Chief Financial Officers Act of 1990.
https://www.congress.gov/bill/101st-congress/house-bill/5687/text

Public Law 109-469, ONDCP Reauthorization Act of 2006.
https://www.congress.2ov/109/plaws/publ469/PLAW-109publ469.pdf

Title 21, U.S. Code Section 1703, “Appointment and duties of Director and Deputy
Directors”.
https://www.law.cornell.edu/uscode/text/21/1703

Title 31 U.S. Code Section 902, “Authority and functions of agency Chief Financial
Officers”.
https://www.law.cornell.edu/uscode/text/31/902

Title 31, U.S. Code, Section 9703, “Department of the Treasury Forfeiture Fund”.
https://www.law.cornell.edu/uscode/text/31/9705

Government Accountability Office, A Glossary of Terms Used in the Federal Budget
Process (GAO-05-734SP) (September 2005).
http://www.gao.gov/new.items/d05734sp.pdf

Office of Management and Budget (OMB), Circular A-19, Legislative Coordination and
Clearance.
https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Office of Management and Budget (OMB), Circular A-25, User Charges.
https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Department of Homeland Security, Chief Financial Officer, Financial Management
Policy Manual (FMPM), Section 2.4, “Budget Execution”.
http://cfo-policy.dhs.gov/FMPM%?20Table%200f%20Contents%20for%20PDFs/Section
%202.4%20Budget%20Execution.pdf

2.2.12.7 Responsibilities

The following are the offices and their respective responsibilities for other budget authority.

2.2.12.7.1 DHS Budget Director

1.

Coordinates, reviews, and approves the proposal with DHS counsel, budget, finance,
policy legislative affairs, operational programs, public affairs, and industry engagement
offices.

Prioritizes all DHS fee proposals department-wide.

Submits proposals to OMB and the necessary Congressional committees; DHS Budget
Director will act as the liaison between the component, OMB, and Congressional
committees to respond to any questions or arrange for required meetings.
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4. Provides final resolution on the proposal to the component.

5. Ensures the proposals are reviewed and cleared by the Office of General Counsel, Office
of Policy, and Office of the Chief Information Officer (OCIO) for information
technology-related requests.

6. Officially submits material to TEOAF and providing copies of final submissions to the
Components.

7. Maintains a list of proposals submitted to DHS Office of the Chief Financial Officer
(OCFO) as part of the TEOAF Super Surplus process.

2.2.12.7.2 DHS Budget Division

Modifies all Congressional Justification table templates to ensure column headers do not
inappropriately use the word “request”.

2.2.12.7.3 Department of Homeland Security (DHS)

Distributes guidance on the process and priorities for Super Surplus funding to the Components.

2.2.12.7.4 DHS OCFO

Compiles all components’ requests for Super Surplus funding into a consolidated package.

2.2.12.7.5 CFO, in coordination with the Office of Policy (PLCY)

Seeks guidance from the Office of the Secretary concerning specific DHS-wide priorities that
should be considered in component submissions.

2.2.12.7.6 Steering Committee

1. Reviews, vets, and ranks Super Surplus proposals to ensure that the proposals are aligned
with, and are grouped by, secretarial and departmental priorities.

2. Develops the criteria and assessment instrument used to review, vet, and rank Super
Surplus proposals.

3 Provides the CFO Council with its recommended consolidated and prioritized package of
Super Surplus proposals.

2.2.12.7.7 CFO Council

Provides its recommendations and, if necessary, identifying any outstanding issues that need to
be taken to the Deputy Secretary for final resolution.

2.2.12.7.8 Office of the Chief Financial Officer (OCFO)

1. Submits the consolidated and prioritized package to OMB for review before submission
to TEOAF.

2. Adjusts the proposals to the funding guidelines in the Super Surplus Plan and clearing the
revised packet through DHS Clearance.
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3. Ensures the revised packet of proposals conforms to articulated departmental priorities
and operational need.

2.2.12.7.9 Treasury Executive Office for Asset Forfeiture (TEOAF)

Calculates the funds available for the Super Surplus and developing a Super Surplus Plan
commensurate with the available funding.

2.2.12.7.10 DHS OCFO Budget Division

Distributes additional guidance and templates for specific drug budget deliverables to the
relevant components.

2.2.12.8 Policy

2.2.12.8.1 DHS Fee Proposal Framework

Much of the DHS mission is accomplished with collections from user fees. DHS’s Fiscal Year
(FY) 2015 budget includes approximately $9 billion in user fee collections to fund agency
programs. There exists considerable variation across the Components relating to the authorities
for user fees and the development and budgeting of user fees. With appropriate authorities, user
fees may offer opportunities to leverage funding beyond that which Congress provides through
the discretionary annual appropriations process to support critical Departmental operations.

For additional guidance on user fees policy, see Chapter 7, Section 7.9.5.5 (User Fees) of this
Manual.

This framework is intended to allow components latitude in operations and recognizes the
variations in authorities for user fee while also providing structure and guidance in future user
fee efforts. The framework provides guidance to developing fee proposals while promoting
information sharing Department-wide. It is a Department-wide attempt to establish governance
policies for user fees.

Components should adopt the following standards in the development of fee proposals:

1. Applicability. This framework applies to any user fee proposals that will result in new or
changes to existing fees.

2. Timing of Proposals. User fee proposals, including proposals to establish a new fee and
revise or update an existing fee, should be submitted to DHS once the proposal is clearly
defined and approved by the component head and, where feasible, at the same time as the
Resource Allocation Plan (RAP) submission. Fee proposals must be in accordance with the
requirements in OMB Circular A-19. The items in the checklist found in Section 5 (Fee
Proposal Checklist) below should be submitted to the DHS OCFO Budget Division and
Program Analysis and Evaluation (PA&E) as part of the RAP submission. This will allow
for consideration with all the other new initiatives.

3. Legislative Jurisdiction.

a. In order to have the best chance of success for adoption, fee proposals that require
legislative action should fully consider legislative jurisdiction and should include, in
coordination with the component’s office of congressional relations, the development
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of an enactment strategy. When necessary, component and DHS resources should be
engaged as part of this strategy in order to optimize the potential for success.

b. When necessary, if legislative changes are part of the proposal, legislative language
must be approved by the component’s chief counsel office, coordinated with the
component’s office of congressional relations, and included with the fee proposal.

4. Funding strategies. When the authority exists to use fee revenue, user fees may allow DHS
to increase performance or capacity, which is beneficial to DHS components, other federal
agencies, the private sector, and the public at large. In many cases, specific user fees have
their own budget submission requirements and Treasury Account Fund Symbols. Office of
Management and Budget (OMB), Circular A-25, User Charges provides general policy on
determining the amount of user charges to assess.

5. Budget Presentation of Fees. DHS develops justifications for most, but not all, of the
Department’s fee programs. Standard exhibits and templates must be used to ensure that
there is consistency as to what information about the fee programs is included in
Congressional Justifications.

The following Subsections detail policy for DHS Fee Proposal Framework.
1. Timing of Proposals

a. Purpose. The purpose of this Section is to discuss the timing of when a component
within DHS should submit a proposal to adjust its fees. User fee proposals should be
submitted to DHS once the proposal is clearly defined and approved by the component
head and at the same time as the RAP submission. The attached checklist details the
information that must be included in the packet that is submitted to the DHS Budget
Division and DHS PA&E as part of the RAP submission. This will allow for
consideration with all the other new initiatives.

b. Background. Any component within DHS that has user fees must conform to the
requirements of the Chief Financial Officers Act of 1990 (CFO Act). Section 205 of
the CFO Act, specifically 31 U.S.C. 902(a)(8), requires each agency's Chief Financial
Officer to “review, on a biennial basis, the fees, royalties, rents, and other charges
imposed by the agency for services and things of value it provides, and make
recommendations on revising those charges to reflect costs incurred by it in providing
those services and things of value.” If, after completing a review, the Component
recommends adjusting user fees, the appropriate official must provide this information
to the DHS Office of the Chief Financial Officer (OCFO) and the Office of General
Counsel in sufficient time to introduce this adjustment into the federal budgeting
process.

c. Discussion. Components need to sufficiently plan to incorporate the impact of
establishing a new fee or adjusting existing fees into the budget formulation process.
The component must estimate when a new fee or fee adjustment is likely to occur,
including any administrative and regulatory time required. Budget projections based
on a current operating plan (or spending plan) also must be available for the time
period. If the biennial period is FY 2018/2019, the component normally will use FY
2018 as the base for a 3-year budget projection. However, based on the particular fee
program being analyzed, a zero-based budget for the 2-year biennium may be
appropriate instead of using the year before the biennium as a base. The intent is to
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inform DHS that a fee adjustment or establishment is being considered for its
program. In some instances, the component may be required to show how much
additional fee revenue is needed.

The component should utilize its existing processes to conduct fee reviews in order to
determine how much additional revenue is needed or to what extent fees will change
as a result of a biennial review. If the component is denied the request to propose a fee
adjustment, its next request should reflect this decision. For example, if the adjustment
is a critical need, but is denied in the FY 2018-2022 Resource Allocation Decision
(RAD), the component should resubmit its request in the subsequent budget cycle.

The nature of a biennial fee review is to identify trends in anticipated workloads, costs
to handle those workloads, and the anticipated necessary fee levels. Due to this nature,
if a component is conducting a fee review, according to the requirements discussed in
OMB Circular A-25, the fee review should be planned such that the review will be
complete and the fee adjustment will be vetted with DHS, OMB, and Congress (as
necessary) in time for DHS to publicize the fee adjustment (e.g., through a notice of
proposed rulemaking) on the same day as the President’s Budget is delivered to
Congress. This will allow adequate time for public comment (if required) and
implementation planning so that the new fee schedule will be in place on the first day
of the appropriate fiscal year.

Fee proposals that require new or modified statutory authority should be submitted
along with other DHS legislative proposals. Components should not include funds
associated with new or modified fee proposals in their RAPs, OMB Submissions, or
Congressional Justifications until statutory changes have been enacted into law.

2. Legislative Jurisdiction

a. Purpose. The purpose of this Section is to establish a DHS-wide governance policy for
user fee proposals that provides component latitude, Department-wide guidance, and
promotes information sharing. Specifically this discussion will focus on providing
DHS with an outline that may be used for implementing Department-wide policy for
drafting user fee proposals. The discussion will only focus on legislative jurisdiction
and legislative language aspects.

b. Background. Currently, user fee proposals are developed mostly within respective
DHS components. DHS has not established Department-wide user fee proposal
guidance and thus, there is little information sharing across the Department regarding
such proposals. Each DHS component has developed its own unique process to draft,
prioritize, and implement user fee proposals.

c. Discussion. In establishing Department-wide user fee proposal guidance, DHS can
better leverage opportunities to attain the necessary fee resources to achieve important
aspects of the DHS mission. Increased commonality and information sharing across
the Department can help to fully integrate and prioritize user fee proposals consistent
with the budget formulation process.

Legislative jurisdiction and legislative language are components of any DHS user fee
proposal policy. Department-wide guidance in these areas is intended to provide
components with sufficient latitude to promote a cohesive budget formulation process
for both discretionary and mandatory resources.
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DHS policy regarding legislative jurisdiction and legislative language is that:

1
2)

3)

4)

5)

6)

7)

8)
9)

10)

11)

Components are responsible for maintaining a detailed knowledge of existing user
fee authorizations.

When possible, components should fully utilize existing fee authorizations to
establish or maintain user fees.

When current authorizations are insufficient, components are responsible for
identifying integrated internal teams to develop new or revised fee authorities.
Subject matter experts from component counsel, budget, finance, policy legislative
affairs, congressional relations, operational programs, public affairs, and industry
engagement offices should be considered for team membership.

Components are responsible for full coordination and approval of each proposal
within the component and submission to DHS.

At a minimum the proposal should include:

(1) legislative language that is necessary to impose a new fee or to alter an
existing fee;

(2) Congressional committee(s) that are required (if applicable) to take action
regarding the proposed legislation,;

(3) integration into the budget formulation process as required.

DHS Budget Director is responsible for coordination, review, and approval of the

proposal with DHS counsel, budget, finance, policy legislative affairs, operational
programs, public affairs, and industry engagement offices.

DHS Budget Director is responsible for Department-wide prioritization of all DHS
fee proposals.

DHS Budget Director is responsible for proposal submission to OMB.

DHS Budget Director is responsible for proposal submission to the necessary
Congressional committees.

DHS Budget Director will act as the liaison between the component, OMB, and
Congressional committees to respond to any questions or arrange for required
meetings.

DHS Budget Director will provide final resolution on the proposal to the
component.

3. Funding Strategies

a. Funding Sources. The main source of funding that allows DHS to finance federal
programs or activities is funding from annual and other appropriations. However,
funding may be authorized in the form of user fees, user charges, or excise taxes. User
fees recover part or all of the costs of these programs and activities — the cost of
providing a benefit that is beyond what is normally available to or consumed by the
general public — from the identifiable users/beneficiaries of those programs and
activities. Since user fees represent a charge for a service provided by the government
or for a benefit from a government program, payers expect and deserve a well-defined
correlation between the fees imposed and the cost of providing the services or
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benefits, and they have expectations about the quality of the related services or
benefits.

Statutes dictate whether the user fee collections may be dedicated to a specific
program or, alternatively, whether they must be deposited into the General Fund of the
Treasury where the collections remain available to fund general Government
expenditures. Where the governing statute is silent on the disposition of fee
collections, they must be deposited as miscellaneous receipts into the general fund (see
31 U.S.C. 3302(b)).

User fees are collected either directly by DHS Components or by an outside party,
such as a Department of Treasury lockbox service provider, and then are deposited in
the appropriate Treasury account.

b. Use of Funding. User fee operating plans include estimated collections and allocate
these amounts to fund eligible expenses as defined by the fee’s statutory authorities on
use of the funding.

4. Budget Presentation of Fees

a. Purpose. The purpose of this Section is to establish a DHS-wide governance policy for
presenting user fees in budget documentation, such as Congressional Justifications.
This Section focuses on what information should be included in budget
documentation. In addition, this Section presents the factors that should be considered
whether Congressional Justifications should be developed for individual fee programs.

b. Background. DHS develops Congressional Justifications for most of the Department’s
fee programs. However, there are some significant fee programs for which DHS does
not develop Congressional Justifications, such as the Merchandise Processing Fee.

c. Discussion. At a minimum, the Congressional Justifications should include the
following information for all fee programs:

1) Statutory authority. The legislative language authorizing the fee along with a plain
language description of what the legislative language authorizes.

2) Uses. A description of what the statute authorizes in terms of activities and
expenditures.

3) Change mechanism. A discussion of how changes can be made to the fee program.
If changes can be made through a regulatory process, the Congressional
Justifications should provide details of the time frames and necessary stages
associated with the regulatory process. If changes can be made only through the
statutory process, provide the names of the congressional committees that would
have jurisdiction over such legislation.

4) Previous changes. A discussion of the last time that changes were made to the fee
program and how that change was attained.

5) Recovery rate. The Congressional Justification should include a discussion of
whether or not the fee is designed to recover the full cost of the program services
provided and whether or not those fees that are designed to achieve full-cost
recovery actually are achieving it. Additionally, for those fee programs that are not
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achieving full-cost recovery, an estimate should be provided of the actual recovery
rate.

Congressional Justifications should be developed for all discretionary fee
programs. Congressional Justifications also should be developed for all mandatory
fee programs that generate more than $10 million in revenue annually. In addition,
components should consider developing Congressional Justifications for
mandatory fee programs that generate less than $10 million in revenue where the
program could be considered of particular interest or priority to the congressional
appropriations committees.

For mandatory fees or other fees over which the appropriations committees have
no jurisdiction, Congressional Justifications should avoid the terminology “Budget
Request.” The word “request” implies that the committee has jurisdiction in setting
fee levels and is misleading and inaccurate. Use of the term “request” in
mandatory fee budget documents has caused displeasure with members of the
appropriations committee staffs in the past. Budget documents should use the
terminology “Budget Estimate” in lieu of “Budget Request.” The DHS Budget
Division will modify all Congressional Justification table templates to ensure that
column headers do not inappropriately use the word “request.”

5. Fee Proposal Checklist

a. At a minimum, any fee proposal should include the following information and provide
answers to the following questions:

1)
2)
3)
4)
S)

6)

7)
8)
9)
10)
11)
12)

13)

14)

Name of Fee

Administration or DHS objective that fee supports
Existing or proposed fee rate

Proposed change (if any)

Background on who currently is charged the fee and discussion of any proposed
changes

Are there any other DHS Fees charged to the same industry segment? (Have you
done an economic impact analysis that factors in other fees assessed against the
same user population?)

What is the duration of the fee?

What congressional committee will have (or has) jurisdiction?

What is the problem/challenge that you are trying to address?

What is the proposed legislation (if applicable)?

What is your strategy for gaining support on behalf of the fee proposal?

Has there been any OMB, congressional, or public feedback/support on the
possibility of this fee increase?

Coordination, if any, with other Executive Branch departments for free
implementation matters (e.g., collection and reimbursement mechanisms)

Contact person for further information
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15) Nominating official

2.2.12.8.2 Treasury Asset Forfeiture Fund

The TEOAF oversees the TFF (See 31 U.S.C. § 9703), which is the receipt account for the
deposit of nontax forfeitures made pursuant to laws enforced or administered by Department of
the Treasury and DHS law enforcement agencies. The TFF was established in 1992 as the
successor to what was then the Customs Forfeiture Fund. The TFF participating agencies are:

1. Internal Revenue Service Criminal Investigations Division (IRS-CI), U.S. Department of
the Treasury;

2. ICE, DHS;

3. CBP, DHS;

4. U.S. Secret Service, DHS; and
5. Coast Guard, DHS.

The TFF is a special fund. Special funds are federal fund collections that are earmarked by law
for a specific purpose. These funds can be allocated and used without the enactment of an annual
appropriation by Congress. Expenses of the TFF are set in a relative priority so that unavoidable
costs, known as mandatory expenses, are met first.

The enabling legislation for TFF (Title 31 U.S.C. § 9703) defines those purposes for which
Treasury forfeiture revenue may be used. In addition to the agencies listed above, the funds can
be allocated to other law enforcement entities that do not have forfeiture authority, such as the
Financial Crimes Enforcement Network, Federal Law Enforcement Training Center (FLETC),
and the Department of the Treasury Alcohol and Tobacco Tax and Trade Bureau.

The statutory authority requires that available funding is used to meet mandatory expenses of the
TFF, including:

1. Storing and maintaining seized and forfeited assets. Investigative expenses incurred in
pursuing a seizure.

2. Certain costs of local police agencies incurred in joint law enforcement operations.

3. Following deposits of forfeited cash, proceeds from forfeited property sales, and amounts
remitted in lieu of forfeiture, funds may be paid to:

. reimburse participating agencies’ costs of seizure and forfeiture of assets;

o

b. pay expenses to include costs of investigation and satisfaction of liens;

c. pay for training, promote cooperation among Federal, state, and local law enforcement
agencies;

d. reimburse expenses related to expenses of sale/destruction of contraband;
e. pay informant awards and expert services;

f. reimburse persons for costs incurred in their cooperation; and

g. serve as a source of funding for international asset sharing.

The following Subsections detail policy for Treasury Asset Forfeiture Fund.
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1. Super Surplus Fund

After mandatory expenses are accounted for, the remaining unobligated balance can be
distributed through the Super Surplus process. Unlike the mandatory funding that is strictly
designed to support forfeiture-related law enforcement activities, the Super Surplus Fund is
available for obligations or expenditures in connection with law enforcement activities of
any Federal agency or of a Department of the Treasury law enforcement organization.

a. Components that wish to submit proposals for Super Surplus funding through the TFF
must submit a package, including all of their proposals for the following fiscal year,
no later than mid-April to DHS OCFO. DHS OCFO compiles all components’
requests into a consolidated package that will be cleared internally and through OMB
before submission to TEOAF on or before early June.

b. Although the authority governing the use of Super Surplus funds is very broad,
making Super Surplus funds available for obligations or expenditures in connection
with law enforcement activities of any Federal agency, as a matter of policy, Treasury
tends to support proposals that are likely to provide a return on investment to the fund.
Super Surplus funds cannot be requested for programmatic activities or equipment
appropriated by Congress.

c. Other components (other than those identified in Section 3.2 of this Policy) may
submit requests, as long as they fund law enforcement activities of U.S. Federal law
enforcement agencies, have a law enforcement agency or component designated as
fiscal agent, and address TEOAF and DHS priorities.

1) Components may work together to develop joint proposals.

2) Components requesting Super Surplus funding should work with the appropriate
DHS Budget Division Desk Officer to ensure that proposals address TEOAF and
DHS priorities.

2. Super Surplus Funding Proposal Process

The DHS process for preparing, reviewing, and submitting Super Surplus funding proposals
is as follows:

a. DHS distributes guidance on the process and priorities for Super Surplus funding to
the Components. As part of preparing the guidance, the CFO, in coordination with the
Office of Policy (PLCY), will seek guidance from the Office of the Secretary
concerning specific DHS-wide priorities that should be considered in component
submissions.

b. The components send this information to the program offices along with submission
deadlines and other elements that the component may require.

c. Each component compiles its proposals into a prioritized submission that reflects the
strategic and tactical priorities of the component, as well as DHS as a whole.
Components are responsible for ensuring that proposals undergo a thorough internal
clearance process including clearance from component headquarters budget, legal,
policy, and information technology staff.

d. The Component forwards the approved submission to the DHS CFO at least 6 weeks
before the submission due date to TEOAF, with a written indication (email is
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acceptable) that the Component’s senior leadership (Chief of Staff or higher) has
cleared the submission. This should be received by DHS OCFO no later than mid-
April based on the Request for Proposals sent by OCFO Budget Division.

e. By late April, a Steering Committee made up of personnel from OCFO, PLCY, and
relevant DHS Components will be convened to review, vet, and rank Super Surplus
proposals to ensure that the proposals are aligned with, and are grouped by, secretarial
and departmental priorities; this maximizes the impact of any funding received.

f. DHS Budget Director is responsible for ensuring that the proposals are reviewed and
cleared by the Office of General Counsel, Office of Policy, and Office of the Chief
Information Officer (OCIO) for information technology-related requests.

g. The Steering Committee develops the criteria and assessment instrument used to
review, vet, and rank Super Surplus proposals.

h. By early May, the Steering Committee provides the CFO Council with its
recommended consolidated and prioritized package of Super Surplus proposals and is
prepared to discuss the methodology behind the recommendations.

i. By late May, the CFO Council, guided by a strategic priorities framework and any
other applicable integrated planning guidance, provides its recommendations and, if
necessary, identifies any outstanding issues that need to be taken to the Deputy
Secretary for final resolution.

j. By early June, OCFO submits the consolidated and prioritized package to OMB for
review before submission to TEOAF.

k. By late June, the DHS Budget Division officially submits the material to TEOAF and
provides copies of final submissions to the Components.

1. The DHS Budget Division maintains a list of proposals submitted to DHS OCFO as
part of the TEOAF Super Surplus process, and Components provide updates as needs,
priorities, and costs change.

m. At the end of the fiscal year, TEOAF calculates the funds available for the Super
Surplus and develops a Super Surplus Plan commensurate with the available funding.

n. DHS OCFO works with the Components to adjust the proposals to the funding
guidelines in the Super Surplus Plan and clears the revised packet through DHS
Clearance.

o. DHS OCFO works with Components and the CFO Council, as needed, to ensure that
the revised packet of proposals conforms to articulated departmental priorities and
operational need.

p. Once approved, the revised Super Surplus proposals are transmitted to OMB and then
to the House and Senate Appropriations Committees for approval. Congressional
approval often comes in March/April.

3. Timeline for Submission of Super Surplus Proposals to Congressional Appropriations
Committees:
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Table 2.1 Submission of Super Surplus Proposals to Congressional Appropriations Timeline

Month

Process Step

Mid-February

DHS CFO sends guidance to Components for Super Surplus
proposals

Mid-March Formal call for Super Surplus proposals from Components to their
program offices

Early April Super Surplus proposals due to Components from program offices

Mid-April Super Surplus proposals due to DHS Budget Director from
Components

Late April DHS Budget Director convenes a Steering Committee made up of
personnel from OCFO, PLCY, and relevant DHS Components to
review, vet, and rank Super Surplus proposals

Early May The Steering Committee provides the CFO Council with its
recommended consolidated and prioritized package of Super Surplus
proposals

Late May The CFO Council provides its recommendations and, if necessary,
identifies any outstanding issues that need to be taken to the Deputy
Secretary for final resolution

Early-June DHS Budget Director transmits consolidated package of proposals to
OMB for clearance

Late June Consolidated package of proposals submitted to TEOAF by DHS

September 30 Once the fiscal year is over, TEOAF calculates the funds available

for the Super Surplus and develops a Super Surplus Plan

Late Fall-Early
Spring

DHS Budget Director works with Components and CFO Council to
adjust the proposals to the funding guidelines in the Super Surplus
Plan

The Budget Director puts the revised packet of proposals into DHS
Clearance for final review and clearance

Once the revised packet of proposals is cleared, the Budget Director
sends it to OMB for clearance

Once cleared by OMB, the Budget Director transmits the packet of
proposals to the House and Senate Appropriations Committees for
approval

Congressional approval of the Super Surplus proposals often comes
in March-April

2.2.12.8.3 National Intelligence Program

The U.S. intelligence budget has two major components: the National Intelligence Program
(NIP) and the Military Intelligence Program. The NIP includes all programs, projects, and
activities of the intelligence community as well as any other intelligence community-related
programs designated jointly by the Director of National Intelligence (DNI) and the head of a
department or agency, or the DNI and the President. The NIP provides authority to spend
intelligence program funds for activities in several Federal departments, including DHS’s Office
of Intelligence and Analysis (I&A), Coast Guard, and OCIO.
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The majority of I&A’s budget and a small part of the Coast Guard and OCIO budgets are
authorized to be funded in the NIP. As the Department’s Chief Intelligence Officer, the Under
Secretary for I&A works with the Office of the Director of National Intelligence (ODNI) to
develop its annual NIP budget request. ODNI budget execution reporting requirements are
described in FMPM 2.4, Budget Execution. See Chapter 5, Subsection 5.6.19.1.3
(Reprogramming of National Intelligence Program (NIP) Funding) of this Manual for guidance
related to reprogramming requests of funding for the NIP.

2.2.12.8.4 Office of National Drug Control Policy

ONDCEP advises the President on drug-control issues, coordinates drug-control activities and
related funding across the Federal Government, and produces the annual National Drug Control
Strategy, which outlines Administration efforts to reduce illicit drug use, manufacturing, and
trafficking; drug-related crime and violence; and drug-related health consequences.

Pursuant to 21 U.S.C. § 1703, each fiscal year, the head of each department, agency, or program
of the Federal Government with responsibilities under the National Drug Control Program
Strategy shall transmit to the Director of National Drug Control Policy a proposed drug control
budget request. The Secretary of DHS shall ensure timely development and submission of
proposed drug control budget requests for those components who expend budget resources on
counter-drug activities. The DHS Components that participate in this process are CBP, the
Federal Emergency Management Agency (FEMA), FLETC, ICE, and Coast Guard.

Under the authority of the ONDCP Reauthorization Act of 2006, ONDCP produced three budget
circulars (similar to OMB Circulars). The following three budget circulars include:

1. Budget Formulation. Provides instructions in preparing drug control budget proposals for
submission, certification, and inclusion in the National Drug Control Budget.

2. Budget Execution. This circular contains procedures for reprogramming requests, transfers,
and the guidance for submission of the Annual Financial Plan.

See Chapter 5, Subsection 5.6.19.1.2 (Reprogramming of National Drug Control Policy
(NDCP) Funding) in this Manual for guidance related to reprogramming of National Drug
Control Policy funding.

3. Drug Control Accounting and Performance. Agencies are required to conduct an annual
detailed accounting of all funds expended for National Drug Control Activities. The report
is authenticated by the DHS Office of Inspector General (OIG) if the component’s total
drug budget exceeds $50 million. If the Drug Budget is less than $50 million, this falls
under the unreasonable burden exception and the component produces the Accounting and
Performance report directly.

The following Subsections detail policy for Office of National Drug Control Policy.
1. Content of Drug Control Budget Requests

Each year around June, the ONDCP Director sends a letter to the DHS Secretary stating
ONDCP’s priorities for the DHS Components as it relates to the drug budget. The DHS
OCFO Budget Division will distribute additional guidance and templates for specific drug
budget deliverables to the relevant components.

Components then will begin drafting their drug control budget requests. These shall include
all requests for funds for any drug control activity undertaken, including demand reduction,
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supply reduction, and any drug law enforcement activities. If an activity has both drug
control and nondrug control purposes or applications, the program shall estimate by a
documented calculation the total funds requested for that activity that would be used for
drug control, and shall set forth in its request the basis and method for making the estimate.

Component drug budgets shall include a narrative summary and a table displaying detailed
funding and personnel resources. The narrative program summary is a high-level overview
of the agency’s mission and a description of the agency’s approach to counter-drug
activities. Components shall populate a Resource Summary table that mirrors the 3-year
budget profile of the Department’s OMB submissions. The table details drug resources by
function displayed for both appropriations and programs, projects, or activities. The table
also should list the total amount of full-time equivalents dedicated to counter-drug
activities.

After the submission of the Fall Drug Budget, the ONDCP Director will issue a letter to the
DHS Secretary certifying the Department’s Drug Budget for the coming President’s Budget
Submission.

2. Deliverables and Timeline

The following table displays the deliverable, timeline, and a brief description of the
deliverable. Note that additional information regarding budget execution deliverables can
be found in Department of Homeland Security, Financial Management Policy Manual
(FMPM) Section 2.4 (Budget Execution).

Table 2.2 Deliverable Timeline

Deliverable Name Timeline Description
Summer Budget Due prior to the ONDCP reviews the requested topline
Submission OMB Budget funding levels and performance to determine
Submission if the request addresses the National Drug
Control Strategy and the annual funding
guidance.
Fall Budget Certification | With the OMB Components submit funding levels and

Budget Submission | performance goals for counter-drug
activities. ONDCP analyzes the submission
and issues Fall Budget Certification Letter to
the DHS Secretary.

Accounting and Due around Handled by OIG (with the exception of

Performance Summary February 1st each | FEMA and FLETC because they are under

Reporting year the $50 million unreasonable burden

threshold).

Budget and Performance | Late The Budget Summary presents resources and

Summary December/Early performance as part of the National Drug
January Control Strategy.

Financial/Execution Plan | 45 days after A comparison of the request to enacted
enactment levels as it relates to the Drug Submission.

Reprogramming/Transfer | Prior to ONDCP must approve

Notification Congressional reprogramming/transfers in excess of
Notification
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Deliverable Name Timeline Description

$1,000,000 that are included as part of the
Drug Budget methodology

2.3 Subappropriation Accounts

Subappropriation accounts break down appropriations, apportionments, or allotments into
smaller accounts and functional categories that serve as tools for funds control, and for assigning
responsibilities for funds management. Subappropriation accounts for specific appropriations,
earmarks, and allowance fund codes are subdivisions of budget authority used to assign
responsibility for obligations and expenditures.

2.3.1 Apportionment

Funding is provided to an agency through an appropriation or fund account. The Coast Guard
then must receive an apportionment from OMB before it can “spend” funds (i.e., incur
obligations). Apportionments typically divide the funds available for obligation by time periods
(usually quarters for O&S) or lump sum for PC&I.

2.3.1.1 Allotments and Suballotments

Allotments or suballotments are formal subdivisions of budget authority made by DHS or the
Coast Guard, which allows authorized officials to incur obligations not to exceed a specified
amount.

Each appropriation (or project for PC&I), revolving fund, trust fund, and special fund must be
allocated to a single allotment or suballotment (i.e., a formal subdivision of budget authority).
For direct appropriations and special funds, Coast Guard issues suballotments to Deputy
Commandants, Assistant Commandants, or Directors of Headquarters-managed programs,
projects, or activities (PPAs) in accordance with the approved Financial Management Operation
Plan (FMOP), not to exceed the amounts apportioned by OMB.

2.3.1.2 Program, Project, or Activity Category (PPA)

A PPA is a major category within an appropriation. The Government Accountability Office has
defined a PPA as an element within a budget account. For annually appropriated accounts, the
Office of Management and Budget (OMB) and agencies identify PPAs by reference to
committee reports and budget justifications; for permanent appropriations, OMB and agencies
identify PPAs by the program and financing schedules that the President provides in the
“Detailed Budget Estimates” in the budget submission for the relevant fiscal year. Program
activity structures are intended to provide a meaningful representation of the operations financed
by a specific budget account—usually by project, activity, or organization. Examples of a PPA
would be Military Pay and Allowances PPA in the Operations & Support or National Security
Cutter PPA in the Procurement, Construction and Improvement (PC&I) appropriation.
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2.3.1.3 Allowance Fund Control Code (AFC)

AFCs represent the next sub-division of funding below the sub-allotment level for O&S. AFCs
represent administrative operating targets for specified purposes. PPAs are subdivided into one
or more AFCs.

2.3.1.4 Administrative Target Unit (ATU)

ATUs consist of logistics and service center commands, districts, areas, Headquarters staffs, and
Headquarters units that are authorized to receive funding authority. An ATU receives a funding
allocation from an AFC.

2.3.1.5 Target (Funding)

Targets are amounts established at each level of funds distribution for the obligation of funds
within program areas or projects.

2.3.1.6 Project Targets (PTs)

PTs represent the planned obligation ceilings for project-oriented efforts in the PC&I, AB, and
R&D appropriations, in EC&R (a PPA within the O&S appropriation), and in some of the
project-oriented special funds. The appropriation manager normally issues project targets to the
Headquarters staffs, areas, logistics and service center commands, districts, and Headquarters
units for administration at their respective levels.

2.3.1.7 Program Element (PE)

A program element represents a source of funds under the command or oversight of an ATU.
PEs are used to fund a particular unit or effort. Allowance managers or ATU budget officers are
authorized to distribute this funding.

2.4 Operations & Support (O&S) Allowance Fund Control Codes

The O&S allowance fund control codes (AFCs) are described in the Subsections that follow. For
more detailed explanations of how to use the O&S AFCs refer to the Financial Resource
Management Manual - Procedures (FRMM-P), COMDTINST M7100.4 (series), Chapter 2,
Appendices 2-1 through 2-20.

2.4.1 AFC-01 Military Pay

AFC-01 is a parent term that refers to the combination of AFC-10, AFC-11, and AFC-12. AFC-
01 includes compensation, subsistence rations, and entitlements for active duty members, cadets.
Specifically, AFC-10 is used for all payroll expenses such as basic pay, basic housing allowance,
and basic subsistence allowances. AFC-11 is used for non-payroll direct expenditure expenses to
include Auxiliary orders meal reimbursement, basic daily food allowance (BDFA), and recruit
uniform issue. AFC-12 is used for other non-payroll expenses such as galley contracts, leased
housing, and transit benefits.
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2.4.2 AFC-08 Civilian Pay

Compensation, benefits, and costs associated with civilian salaried employees, Permanent
Change of Station (PCS), and reimbursable positions in the Coast Guard.

2.4.3 AFC-20 and AFC 21 Permanent Change of Station (PCS)

Travel and transportation expenses incident to PCS orders for military personnel and their
dependents. AFC-20 is used for advances and tax payments associated with PCS moves. AFC-
21 includes the remainder of PCS costs, and non-standard travel for decedent affairs, dependent
students, early return of dependents, and environmental morale leave.

2.4.4 AFC-30 Operating and Maintenance

General unit-level operating and maintenance (O&M) expenses, including ordnance.

Travel, per diem, and tuition for formal training intended for field execution of training that is
not approved nor funded through the class convening schedule for Coast Guard class “A” and
“C” resident and exportable training courses.

2.4.5 AFC-34 Training and Recruiting Centers

General operating and maintenance expenses associated with the following training and
recruiting centers:

1. Aviation Technical Training Center (ATTC), Elizabeth City, NC;
Aviation Training Center (ATC), Mobile, AL;

Coast Guard Academy, New London, CT;

Coast Guard Institute, Oklahoma City, OK;

Coast Guard Recruiting Command (CGRC), Arlington, VA;

Container Inspection Training and Assistance Team (CITAT), Oklahoma City, OK;
FORCECOM, Norfolk, VA;
Leadership Development Center, New London, CT;

A T A T e B

Maritime Law Enforcement (MLE) Academy, Charleston, SC;

—
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. Personnel Service Center (PSC), Arlington, VA;

—
—

. Special Missions Training Center (SMTC), Camp LeJeune, NC;
. Training Center (TRACEN) Cape May, Cape May, NJ;

. TRACEN Petaluma, Petaluma, CA;

. TRACEN Yorktown, Yorktown, VA; and

15. Training Quota Management Center (TQC), Chesapeake, VA.

—_— =
B~ W DN

This allowance fund control code allows the Coast Guard to segregate operating and
maintenance expenses specific to the training and recruiting centers, and facilitates accurate
reporting of that information. AFC-34 funds support the operating and maintenance expenses for
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Coast Guard training and recruiting centers in the same way AFC-30 supports other units. Also,
because AFC-34 funds are a subdivision of PPA #3 (Program Project and Activity) for Training
and Recruiting, AFC-34 funds may be used for tuition, formal training, and other costs without
reprogramming actions.

2.4.6 AFC-36 Central Accounts

General Coast Guard accounts for centralized bill payment that is managed at Headquarters.
Accounts include Ammunition (AMMO), Buoys, Enterprise Communication/Network Services,
enterprise Cyber network defenses, GSA (Rent and Security), Medals, Postal charges, Standard
Workstations (SWS), and certain depot-level maintenance of IT systems—not specifically
provided for by AFC-42 or other AFCs, Industrial Recapitalizations, and Working Capital
Funds. Each account has a direct manager, but the overall management of AFC-36 is performed
by Commandant (CG-83).

2.4.7 AFC-40 Other Activities

Funds for operating projects or expenses approved by Commandant (CG-8). AFC-40 is also
commonly used to centrally hold funds that are not restricted in use at a PPA level until they are
distributed. A common example of unrestricted funding is Overseas Contingency Operations
(OCO) funding.

2.4.8 AFC-41 Aeronautical Engineering

Depot-level maintenance expenses incurred in support of the Aviation Logistics Support
Program.

2.4.9 AFC-42 Command, Control, Communications, and Electronics
Engineering

Depot-level maintenance expenses incurred in support of standard electronics Command,
Control Communications, Computers and Information Technology (C4IT) systems. General
expenses related to inventory, repair, alteration, modification, services directly related to depot-
level maintenance of support of Command, Control Communications, Computers and
Information Technology (C4IT). These general expenses cannot significantly add to the
underlying assets capacity or capability.

2.4.10 AFC-43 Civil Engineering

Depot-level maintenance expenses incurred in support of the Shore Infrastructure Logistics
Center (SILC). General expenses related to the maintenance of real property (land, buildings,
and structures) to preserve and maintain capability. Costs include nonrecurring major
maintenance and repairs, alterations, code compliance, demolition, direct project support cost
(i.e., travel, engineering design services, permits, inspections, etc.), and minor improvements
within the minor construction authority.

2.4.11 AFC-45 Naval Engineering
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Depot-level maintenance expenses incurred in support of the Naval Engineering Logistics
Support Program.

2.4.12 AFC-56 Training

Formal training performed as a temporary assignment duty (TAD) for civilian, military
personnel, reserve members, and auxiliarists.

Note: For reserve members, AFC-56 (later refunded through the Reserve Training (RT) to O&S
refund process) is used for the costs of anticipated Class A and C School training quotas in
support of Reserve Component readiness as well as to address training costs for personnel filling
military and civilian Full Time Support (FTS) positions.

2.4.13 AFC-57 Health, Safety, and Work-Life

General expenses to support health care for military members and their dependents.

2.4.14 AFC-75 Reimbursable/Refund Program

A “contra” reimbursable account administered by the Office of Resource Management (CG-83)
in conjunction with an associated AFC-80 parent account facilitates reimbursement for approved
reimbursable activity which can occur outside of dedicated AFC-80 accounts (i.e., AFC-01, 08,
30, etc.). This account ensures the associated obligation and subsequent expenditure is captured
within the parent AFC-80 reimbursement account and provides accounts receivable notification
for a valid Uncollected Order Amount (UCO). (A contra account provides a more detailed
presentation of an account balance. For example, “accumulated depreciation” is a contra account
for fixed assets and highlights the depreciation that reduces the book value of such assets. The
account and its related contra account are combined to show the net balance of the fixed asset.)

2.4.15 AFC-77 Reimbursable Execution Account

This reimbursable budget authority account is managed by Commandant (CG-83). This account
collects an administrative fee charged for processing reimbursable agreements.

2.4.16 AFC-80 Reimbursements

This general account is used for establishing and identifying reimbursable agreements and
reimbursements from user fees for services to the public. A purpose of AFC-80 is to accept and
expend funds in the Coast Guard accounting system for reimbursable work for other Government
agencies and non-Government entities in accordance with specific legislative authority. The
account is also used to manage user fee transactions in the Coast Guard’s accounting system both
for budget execution and for reimbursement for allowable expenses associated with providing
services to the public and in accordance with specific legislative authority. AFC-80 is managed
and controlled by Commandant (CG-83).

2.4.16.1 AFC-80 Reimbursable CERCLA Accounts

The Coast Guard and the EPA are parties to a Memorandum of Understanding (MOU) that
provides the Coast Guard with access to funding from the Hazardous Substance Superfund, the
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trust fund established under the Comprehensive Environmental Response, Compensation and
Liability Act (CERCLA) (42 USC 9604). Each fiscal year one or more interagency agreements
(IAAs) transfer CERCLA funds from the EPA to the Coast Guard. The Coast Guard establishes
AFC-80 reimbursable accounts to enable spending of the funds and then bills EPA for
reimbursement of expenditures against the accounts.

2.4.16.2 Incident-Specific Funds

The Coast Guard uses CERCLA AFC-80 incident-specific funds for Coast Guard Federal On-
Scene Coordinators (FOSCs) to respond to hazardous-substance incidents in the Coastal Zone
(including costs for contractors) and for National Strike Force (NSF) operations nationwide in
support of specifically designated hazardous substance incidents. Procedures for the use of these
funds are set by the NPFC. Guidance for the use of incident-specific CERCLA funds can be
found in the National Pollution Funds Center User Reference Guide, located at
http://www.dcms.uscg.mil/directives and in the National Contingency Plan (40 CFR 300),
located at http://www.access.gpo.gov/nara/cfr/waisidx_02/40cfr300_02.html.

2.4.16.3 Management and Support Funds

AFC-88 is the management and support (M&S) account, also known as the ongoing activities
account, used to support the Coast Guard’s capability to respond to external hazardous substance
releases, not EC&R actions for internal Coast Guard pollution issues. These funds are limited in
application, and some procedures for their use are different from the procedures for standard
Coast Guard O&S funds. Procedures for the use of these funds are set by the National Pollution
Funds Center.

The Coast Guard’s M&S funds are used for the personnel, functions, activities, training, and
equipment/property purchases needed to build or maintain the Coast Guard’s hazardous
substance response capability. There are two cost centers responsible for these funds:

1. Commandant (CG-MER) — Office of Environmental Response Policy; and
2. National Pollution Funds Center (NPFC) CF-2.

In addition, there are six designated ATU users for these funds:
1. Sector District Response Advisory Teams (DRATS);

2. National Strike Force (Atlantic, Pacific, Gulf);
3. Training Center Yorktown;

4. Commandant (CG-113) HSWL (medical);

5. National Response Center; and

6. Coast Guard Academy.

2.5 Reserve Training (RT) Allowance Fund Control Codes
The RT AFCs are established as follows:
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. AFC-90 Reserve Training Program — provides funding for recruiting, training,

administration, and management of the reserve component. This includes compensation,
commuted rations, and entitlements for all Reserve inactive duty and active duty
including: active duty for operational Support-Reserve component (ADOS-RC); Reserve
initial active duty training (IADT) (i.e. Reserve Officer Candidate Indoctrination (ROCI)
program, Direct Entry Petty Officer Training (DEPOT) program and Selected Reserve
(SELRES) Boot Camp attendance), and pay/travel requirements for Class A and C
School attendance.

AFC-91 Full Time Support (FTS) Military Pay Reserve Training (RT) Personnel — used
for compensation, subsistence rations, entitlements, and special and incentive pay for
Reserve Training Full Time Support (FTS) active duty in the Operations & Support
(O&S) appropriation.

AFC-92 Civilian Pay for Full Time Support (FTS) Reserve Training (RT) Personnel —
used for compensation, benefits, and costs associated with RT civilian pay in the RT PPA
within the O&S appropriation.

AFC-94 Reserve Reimbursable Program — used for all reimbursable programs to the
Coast Guard Reserve, to include the Selective Service System, DOD, and other agencies.

AFC-97 Reserve Training to Operations and Support (RT to O&S) — used to refund
certain other program costs charged to AFC-20, AFC-30, AFC-56, and AFC-57. Such
adjustments between/within appropriations are administered through the Coast Guard
Refund Program under the authority of 31 USC 1534. (For Headquarters use only.)

For a more detailed explanation of how to use the RT AFCs refer to Financial Resource
Management Manual - Procedures (FRMM-P), COMDTINST M7100.4 (series), Chapter 2,
Appendix 2-18 through 2-20.

2.6 Retired Pay (RP) Allowance Fund Control Codes
The RP AFCs are established as follows:

1.

AFC-72 Retired Pay — provides compensation and entitlements for Coast Guard military
retirees and their survivors.

AFC-73 Retired Medical — used for medical expenses to support health care for Coast
Guard retired members and their dependents.

2.7 Coast Guard Supply Fund

Authorized by 14 USC 941, the Supply Fund finances the procurement of uniform clothing,
subsistence provisions, O&M stores, technical material, and fuel for specified facilities. Items
authorized for supply fund stockage are consumable low-cost commodities having a high
demand. The fund is reimbursed by charging customers for inventory sold, and the income from
these sales is then used to repurchase inventory and to meet authorized fund expenses.
Subsistence provisions, supply account 82 (see below), may be reimbursed per 37 USC 1011(d)
for meals sold below cost at Coast Guard dining facilities. The Supply Fund may be increased
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by the value of usable materials transferred in from other Coast Guard accounts. In addition, the
Supply Fund may be increased by appropriations or transfers approved by Congress.

Supply Fund accounts are summarized in the following table:
Table 2.3 Supply Fund Accounts

Supply Account | Sub- Inventory Type
Appropriation
Short Code
81.00xx XU6 Clothing and accessories
82.00xx XS6 Subsistence provisions
83.01xx XG6 General inventory
83.03xx XE6 Electronics inventory
83.04xx XB6 Buoy appendages inventory
85.00xx XF6 Fuel inventory

Supply account (SA) 81.00: Clothing and Accessories. This inventory consists of fabric,
uniform items, and accessories (both OGA and commercial) for sale to eligible uniform patrons.
Members of other branches of the Armed Services may purchase common clothing items subject
to inventory availability.

SA 82.00: Subsistence Provisions. This inventory supplies authorized CGDFs throughout the
Coast Guard. However, it does not support contracted (A-76) dining facilities. Inventory
management and general stocking criteria is found in Coast Guard Food Service Manual,
COMDTINST M4061.5 (series).

SA 83.00: Operations and Maintenance. This inventory is broken into subaccounts:

1. SA 83.01: General Inventory. Hull, mechanical, and electrical inventory, general parts,
paint, lube oil, tools, and general supplies.

2. SA 83.03: Electronics Inventory. Electronics parts and materials to support the
Management Information of Combined Allowance (MICA).

3. SA 83.04: Buoy Appendages and Parts. Supplies and parts to support buoys and related
ATON.

4. SA 85.00: Fuel Inventory. This consists of fuel purchased for selected shore facilities
(i.e., Kodiak fuel farm).

2.7.1 Authorities

1. 14 USC Subtitle I, Chapter 9, Section 941, Coast Guard Supply Fund.
http://uscode.house.gov/

2. 37 USC 1011, Mess operation: reimbursement of expenses.
https://www.gpo.gov/fdsys/search/pagedetails.action?collectionCode=USCODE&secarch
Path=Title+2&granuleld=USCODE-201 1-title37-chap19-
secl1011&packageld=USCODE-2011-
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title37&oldPath=Title+37%2FChapter+19%2FSec.+101 1 &fromPageDetails=true&colla
pse=true

3. Federal Accounting Standards Advisory Board, Statement of Federal Financial
Accounting Standards (SFFAS) No. 3, Accounting for Inventory and Related Property,

October 1993.
http://files.fasab.gov/pdffiles/2016_fasab_handbook.pdf

4. Coast Guard Food Service Manual, COMDTINST M4061.5 (series).
http://www.dcms.uscg.mil/directives

5. Coast Guard Uniform Supply Operations Manual, COMDTINST M4121.4 (series).
http://www.dcms.uscg.mil/directives

6. Supply Policy and Procedures Manual (SPPM), COMDTINST M4400.19 (series).
http://www.dcms.uscg.mil/directives

7. Energy Management Policy, COMDTINST M4100.2 (series).
http://www.dcms.uscg.mil/directives

2.7.2 Responsibilities

The Subsections that follow list the offices and their respective responsibilities for Supply Fund
accounting.

2.7.2.1 Assistant Commandant for Resources (CG-8)/CFO
Commandant (CG-8)/CFO:
1. Establishes policy on executing financial management within the Supply Fund.

2. Monitors controls over Supply Fund operations and verifies that corrective actions are
initiated and completed whenever process or reporting errors are noted.

3. Reviews and approves material transfers-in to the Supply Fund.

4. Coordinates at the budget formulation and budget execution stages the respective budgets
of the Supply Fund and the appropriation accounts from which the Supply Fund derives
its annual income, as provided in Subsection 5.5.12 (Formulating and Establishing the
Financial Management Operation Plan (FMOP)) of this Manual.

2.7.2.2 Office of Resource Management (CG-83)

Commandant (CG-83) is designated the Coast Guard Supply Fund officer and is responsible for
financial and inventory management of the Supply Fund.

2.7.2.3 Budget Execution Division (CG-831)

Commandant (CG-831) is designated the Coast Guard Supply Fund management officer, and is
responsible for:

1. Developing and implementing Supply Fund financial management and reporting policy
and procedures.
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2. Establishing and reviewing Capital Authorization (CA) levels.

Gathering and analyzing financial and logistics data to oversee fund performance, and
recommending logistics improvements to Commandant (CG-44).

4. Implementing financial controls to ensure that obligations and inventories do not exceed
Supply Fund CA levels.

5. Providing guidance and oversight as necessary.

6. Delegating authority and responsibility for local management of supply accounts (SAs),
when appropriate.

7. Financial systems and CFO oversight of FINCEN operations.

2.7.2.4 Office of Military Personnel (CG-122)

Commandant (CG-122) is the designated program manager for the Supply Fund Account 81.00
(Clothing and Accessories), and is responsible for:

1. Developing and implementing clothing (uniforms) policy and procedures.

2. Ensuring that standard operating procedures (SOPs) exist for daily operations, internal
control, budgeting, procurement, inventory, sales, and storage.

2.7.2.5 Office of Work-Life (CG-111)

Commandant (CG-111) is the designated program manager for the Supply Fund Account 82.00
(Subsistence Provisions), and is responsible for:

1. Issuing instructions regarding subsistence policy and procedures.
2. Administering Supply Fund Account 82.00 on a service-wide basis.

3. Delegating authority and responsibility for management of dining facilities to area and
district commanders, logistics and service center commands, and commanding officers
(COs) of Headquarters units.

2.7.2.6 Finance Center (FINCEN)

FINCEN is responsible for general accounting and reporting for the Supply Fund. It is also
responsible for:

1. Establishing and promulgating accounting procedures for the Supply Fund.

2. Maintaining accounting records in accordance with Information and Life Cycle
Management Manual, COMDTINST M5212.12 (series), and submitting accounting and
financial reports for all units within the Coast Guard.

3. Providing financial statements to the Supply Fund manager that reflects the service-wide
status of the Supply Fund.

4. Providing reconciliation reports to Supply Fund activities on a monthly basis.

2.7.2.7 Office of Energy Management (CG-46)
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Commandant (CG-46) is the designated program manager for Supply Fund Account 85.00
(Fuel Inventory), and is responsible for:

1.
2.
3.

Issuing instructions regarding fuel inventory policy and procedures.
Administering Supply Fund Account 85.00 on a service-wide basis.

Delegating authority and responsibility for the management of fuel inventory distribution
activities to area and district commanders, logistics and service center commands, and
commanding officers (COs) of Headquarters units.

2.7.2.8 Activities or Units with SA 81, SA 83, or SA 85 Accounts
Activities or units with SA 81, SA 83, or SA 85 accounts are responsible for:

1.

2
3.
4

N

10.

11.

12.

13.

14.

Establishing and maintaining a local Supply Fund program.

. Identifying a Supply Fund manager.

Safeguarding Supply Fund inventory.

. Ensuring that the CA is used effectively, is not breached, and is returned after unit

analysis determines that an excess exists.
Stocking only inventory items that meet prescribed customer demand.

Maintaining accounting and inventory records and providing reports and financial
statements in accordance with established policies and guidelines.

Reconciling accounting records against inventory records and making appropriate
adjustments.

Reconciling local financial records with FINCEN accounting records and reporting all
material unreconciled balances on a monthly basis.

Identifying and removing excess, obsolete, or unserviceable (EOU) inventory from the
Supply Fund.

Reporting EOU inventory to the Supply Fund manager on a quarterly basis.

Maintaining a listing of inventory on hand as of 30 September for recordkeeping and
audit purposes. At a minimum, the listing shall contain National Stock Number (NSN),
quantity on hand, unit price, and total value.

Reviewing and reconciling undelivered orders, accounts payable, accounts receivable,
price variance, and surcharge accounts monthly.

Reviewing surcharge rates annually and requesting approval from Commandant
(CG-831) to update.

Providing performance measurement data as requested by the Supply Fund manager in
Commandant (CG-831).

2.8 PC&I Project Identification System
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Each PC&I project is assigned a four-digit identification number which relates to the appropriate
PC&I program area (budget activity). The following table defines the meaning of each digit in
the identification number:

Table 2.4 Explanation of PC&I Product Identification Numbers

Budget Activity | Fiscal Year Project Number
Number (Note 1) (Note 2) Major Category

1 X XX Vessels
2 X XX Aircraft
3 X XX Shore Facilities and Aids to Navigation
4 X XX Other Acquisition including Equipment
5 X XX Integrated Deepwater System (Note 3)
6 X XX Reimbursable

Note 1: The second digit indicates the last fiscal year in which funds can be obligated.
Note 2: The third and fourth digits indicate the specific project serial number.

Note 3: Budget Activity Number 5 (Integrated Deepwater System) is no longer authorized. The
Coast Guard's Integrated Deepwater System (IDS) was only used for FY2002-FY2011
appropriations. IDS assets are now included as part of Coast Guard’s current recapitalization
investment portfolio, managed by Commandant (CG-9).

2.9 Transfers

A transfer is the shifting of budgetary resources from one budget account (appropriation) to
another. The basic rule with respect to transfers per 31 USC 1532 is: Transfer is prohibited
without statutory authority. Two exceptions to this rule are refunds and reimbursements. These
are addressed in the Subsections that follow.

2.9.1 Refunds

The Government Accountability Office (GAO) and OMB identify refund transactions as
bookkeeping adjustments to correct errors such as overpayments and incorrect disbursements,
and to fund common services provided by one appropriation to another.

2.9.2 Reimbursements

Reimbursement transactions are repayments for commodities or services provided by one agency
or appropriation to another, and authorized by law to be credited directly to specific
appropriation and fund accounts.

2.10 The Investment Board
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The purpose of the Investment Board (IB) is to provide Commandants (CG-09) and (CG-8) with
sound and reliable information on matters relating to resource allocation. The IB looks at a wide
variety of issues, from budget-year priorities to current-year targets and projected deficiencies in
a given appropriation, and makes recommendations to Commandant (CG-09).

2.10.1 The Resource Group

The primary role of the Resource Group is to act as an advisory body to the IB concerning the
prioritization of all investment, divestment, and research alternatives. In doing so, the Resource
Group must make significant contributions to Coast Guard planning. The Resource Group shall
provide the following deliverables to the IB:

1. Prioritization list of all investment, divestment, and research alternatives;
2. Recommended Proposed Reduction List with the prioritized alternatives; and

3. Validated Agency Capital Plan.

2.11 The Budget Review Board

The executive officer (XO)/deputy director of a Headquarters unit, under the direction of the unit
commanding officer, supervises and coordinates the budgetary program of the unit, ensures the
efficient management and use of unit funds, and makes recommendations to the unit
commanding officer when program adjustments are necessary to ensure effective use of those
funds. This individual shall serve as chairperson of the Budget Review Board.

2.11.1 Headquarters Unit — Financial Management Staff

Organization of Headquarters units varies widely; however, Headquarters units fall under one of
the following Resource Management Offices (RMOs): Commandants (CG-81), (CG-DCO), and
(CG-DCMS); PACAREA; and LANTAREA. Each should have a designated financial
management staff. This staff is responsible for coordinating with Headquarters unit COs in all
aspects of the Headquarters unit’s financial budget process, including the issuance of funding
targets to subordinate Headquarters units and staffs, and developing financial guidance that
aligns with Headquarters unit missions, requirements, and directives to foster good stewardship
over the funds provided. RMOs are also responsible for coordinating with Headquarters unit
COs to ensure financial management duties and responsibilities are clearly outlined in
Headquarters unit directives.

2.11.2 Field Unit — Commanding Officers

As the end user of funding provided to the administrative operating target at an area
(administrative target unit (ATU)), logistics center command, service center command, or district
unit, the individual unit commanding officer is responsible for the efficient and economical
expenditure of available funds to carry out the unit’s mission. The unit commanding officer
must ensure that the unit’s funds are used only for the purposes for which they were provided
and in accordance with established laws, rules, and regulations; and ensure adherence to
obligation lifecycle management policies and procedures.
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2.11.3 Field Unit — Executive Officers

The executive officer, deputy commander, or executive petty officer (under the direction of the
officer-in-charge) supervises and coordinates the budgetary program of the unit, ensures the
efficient management and use of unit funds, and makes recommendations to the unit
commanding officer or officer-in-charge when program adjustments are necessary to ensure
effective use of those funds.

2.11.4 Field Unit — Financial Managers

Like Headquarters units, field units are also aligned under one of the following RMOs:
Commandants (CG-81), (CG-DCO), and (CG-DCMS); PACAREA; and LANTAREA. RMOs
are responsible for coordinating overarching guidance to field units, and shall coordinate with
field unit COs to designate personnel to administer field unit funding and to ensure financial
management duties are clearly outlined in field unit directives. Designated financial managers of
field unit funding will be responsible for coordinating all aspects of the field unit’s budget
process, including the issuance of field unit funding targets to subordinate staff, and developing
directives and other guidance to foster good stewardship over the funds provided. These financial
management duties and responsibilities shall be clearly outlined in field unit directives.

In order to enhance the effective use of funds (i.e., AFC-30, AFC-34, AFC-36, and others)
distributed down to the unit level and allow unit commanding officers more flexibility to manage
recurring expenses, funds are passed to the lowest level bearing both the operational and funding
responsibility. Therefore, in general, all funds should be programmed to the unit level whenever
possible for efficient and effective management.
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Chapter 3. Administrative Control of Funds

Note: The Coast Guard, as a component of DHS, follows DHS’s Administrative Control of
Funds policy. If there is any ambiguity or inconsistency between DHS funds control policy and
the Coast Guard’s policy, the DHS policy will control.

See the Financial Resource Management Manual - Procedures (FRMM-P), COMDTINST
M7100.4 (series), Chapter 3 (Administrative Control of Funds) for funds control definitions and
procedures

3.1 Purpose

This Chapter prescribes funds control policy to follow in the execution of the budget. It includes
an administrative control of funds policy designed to restrict, to the amount available, obligations
and expenditures against each appropriation account. This restricts both obligations and
expenditures from each appropriation to the lessor of the amount apportioned by the Office of
Management and Budget (OMB) and the amount made available in the appropriation language.
This will enable the Coast Guard to determine responsibility for preventing the overobligation
and overdisbursement of appropriations and other administrative subdivisions of funds. Finally,
this Chapter provides the policy for dealing with violations of the Antideficiency Act (ADA), as
well as any administrative violations of limitations imposed by the Coast Guard, including
reporting requirements.

3.1.1 Policy Review

Per OMB requirements, the following situations specifically trigger review of this policy:

1. OMB, GAO, FASAB, or the Department of Homeland Security (DHS) issues revised
guidance on budget execution.

2. The Coast Guard is reorganized.
3. Staff members violate the Antideficiency Act.
4. GAO, FASAB, or another Federal Government regulatory agency issues new regulations.

Coast Guard policies will be reviewed and updated based on the results of investigations of
current Antideficiency Act violations.

Any changes to this Chapter of this Manual require the approval of the DHS CFO.

3.2 Authority for Funds Control
Statutory authority for the policies in this Chapter is provided in the following regulations:
1. 31 USC, Money and Finance:
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a. Sections 1341-1342, 1349-1351, 1511-1519, Antideficiency Act, as amended.
https://www.gpo.gov/fdsys/pkg/USCODE-2011-title31/pdf/USCODE-2011-
title3 1.pdf

b. Sections 1101, 1104-1108, 3324 (part of the Budget and Accounting Act, 1921, as
amended).

https://www.gpo.gov/fdsys/pkg/USCODE-2011-title31/pdf/USCODE-2011-
title3 1.pdf

c. Sections 1501-1502 (part of the Supplemental Appropriations Act of 1950).
https://www.gpo.gov/fdsys/pkeg/USCODE-2011-title31/pdf/USCODE-2011-
title31.pdf

d. Sections 1112, 1531, 3511-3512, 3524 (part of the Budget and Accounting
Procedures Act of 1950).

https://www.gpo.gov/fdsys/pkeg/USCODE-2011-title31/pdf/USCODE-2011-
title31.pdf
2. 2 USC 681-688 Public Law 93-344, Title X.
https://www.gpo.gov/fdsys

3. OMB Circular A-11 and related guidelines.

https://www.whitehouse.gov/omb/information-for-agencies/circulars/

4. Organizational Elements, DHS Delegation Number: 0160.1.
http://dhsconnect.dhs.gov/policies/Documents/0160.1 _Organizational Elements.pdf

5. Department of Homeland Security, Chief Financial Officer, Financial Management
Policy Manual (FMPM), Section 2.5, “Administrative Control of Funds.”

http://cfo-policy.dhs.gov/default.aspx

3.3 Scope of Funds Control

All Coast Guard entities that execute budget authority are subject to the provisions of this
chapter.

3.4 Responsibilities

This Section identifies those individuals and offices within the agency charged with funds
control responsibilities by title or position. It specifies:

1. The positions and describes the funds control responsibilities of each; and

2. Each position’s responsibilities with regard to investigating, reporting, and following up
on Antideficiency Act violations, as well as violations of agency limitations that are not
violations of the Antideficiency Act.
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3.4.1 DHS Under Secretary for Management (DHS USM)

The DHS Under Secretary for Management (DHS USM) has the authority and responsibility to
establish and oversee the implementation of policies within the Department and, except as
otherwise provided by law, carry out the functions of the agency regarding the budget,
appropriations, expenditures of funds (including grant monies), accounting, internal controls, and
finance, in conjunction with the exercise of the statutory duties of the Chief Financial Officer
under the Chief Financial Officers Act of 1990 (Public Law 101-576 (as amended); see

31 USC Chapter 9).

3.4.2 DHS Chief Financial Officer (DHS CFQ)

The DHS Chief Financial Officer (DHS CFO) is responsible for all aspects of the administrative
control of funds within DHS. The DHS CFO directs, issues policy about, and provides guidance

on and oversight of the financial management process in accordance with Federal law and OMB.
The DHS CFO:

1. Establishes department-wide policies on administrative control of funds and ADA
reporting.

2. Appoints an independent investigator to conduct a formal investigation of any potential
ADA violations.

3. Reviews and approves reports of investigations.

3.4.3 DHS Director, Office of Financial Management (OFM)

The DHS Director of Financial Management (OFM) develops, publishes, and oversees financial
management policy, and is responsible for reporting Coast Guard information at the consolidated
level.

3.4.4 DHS Director, Budget Office

The DHS Director, Budget Office, manages the DHS budget formulation and execution
processes. This includes the following:

1. Provides guidance to the Coast Guard on how to monitor and distribute resources.

2. Provides service, advice, and assistance to the Coast Guard’s Assistant Commandant for
Resources on the management and execution of budgetary resources.

3. Provides guidance on formulating adequate budget estimates in line with DHS missions
and priorities.

4. Advises executive staff on budget and finance issues.

5. Recommends actions that may be necessary to ensure that DHS does not exceed its
available budgetary resources.

6. Monitors apportionments and allotments.
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3.4.5 Commandant (CG-00)

The Commandant has overall responsibility for governance of the Coast Guard. The
Commandant is assisted by the Vice Commandant (CG-09). The Secretary has delegated
authority to the Commandant to incur obligations and make expenditures within the budgetary
resources available to the Coast Guard, consistent with applicable Office of Management and
Budget (OMB) apportionments and reapportionments and other authority to make funds
available for obligation; and issue suballotments or allocations of funds to components,
activities, or units of the Coast Guard.

3.4.6 Assistant Commandant and Deputy Assistant Commandant for
Resources (CG-8/8D)

Commandant (CG-8), assisted by the Deputy Assistant Commandant for Resources, is the Coast
Guard’s Senior Financial Officer. Commandant (CG-8) is responsible for the overall financial
management of the Coast Guard. Subject to the oversight of the Vice Commandant,
Commandant (CG-8) has been delegated authority to control and manage obligations and
expenditures within budgetary resources available to the Coast Guard, consistent with applicable
Office of Management and Budget (OMB) apportionments and reapportionments and other
authority to make funds available for obligation; and to issue suballotments or allocations
(allowances) of funds to components, activities, or units of the Coast Guard. This includes the
authority to make allotments, suballotments, and allowances of funds to Deputy/Assistant
Commandants, Commands, and other Coast Guard officials, in writing.

Commandant (CG-8):

1. In consultation with legal counsel, ensures that the overall administration and processing
of violations within the Coast Guard, as well as the Coast Guard’s internal control of
appropriations and funds, are evaluated annually.

2. Develops and implements financial control systems.

3. Provides financial advice to the Commandant (CG-00) on the status of resources and
other financial management issues.

4. Identifies potential ADA violations within the Coast Guard, and notifies the DHS CFO.
At a minimum, Commandant (CG-8) must:

a. Notify the DHS CFO of potential ADA violations.
b. Identify the cause(s).

c. Take corrective action.

o

Determine responsibility and culpability.

e. Ensure appropriate disciplinary action is taken against those persons found to be
responsible, and report such actions to the DHS CFO.

f. Ensure that reports of investigations and reports of violations under reference are:

1) Prepared in accordance with policies and procedures prescribed by the DHS CFO
in Section 2.5 of the DHS Financial Management Policy Manual (FMPM) and
guidance provided by OMB.

3-4



COMDTINST M7100.3F

2) Prepared in accordance with the Coast Guard’s Administrative Investigations
Manual, COMDTINST M5830.1 (series).

3) Reviewed and approved by the DHS CFO.

g. Implement appropriate internal controls to prevent recurrence of the same type of
ADA violation.

h. Establish and maintain accounting systems and internal controls in accordance with
DHS policies and procedures and Office of Management & Budget (OMB),
Memorandum M-13-23, Appendix D to Circular No. A-123, Compliance with the
Federal Financial Management Improvement Act of 1996, September 2013.

1. Monitor allotments and suballotments.

5. Ensures that Coast Guard financial managers and the supporting workforce are
adequately trained in the use of the Coast Guard’s designated financial accounting
system.

3.4.7 Director of Financial Operations/Comptroller (CG-8C)

Commandant (CG-8C) will oversee all financial management, accounting, and financial
reporting functions; direct, manage, and provide policy guidance and oversight for the Coast
Guard’s financial management organization; and monitor the financial execution of the budget in
relation to actual obligations, unliquidated obligations, and expenditures.

Commandant (CG-8C) provides direct oversight of the Coast Guard Finance Center (FINCEN).
FINCEN is responsible for the coordination of all Coast Guard accounting information.

3.4.8 Office of Financial Policy, Reporting, and Property (CG-84)

Commandant (CG-84) serves as the Coast Guard’s office of financial management; assists
Commandants (CG-8C) and (CG-8) by providing technical control over the Coast Guard’s
accounting support for fund control, development, publication, and oversight of financial
management policy; and is responsible for reporting Coast Guard information to DHS.
This includes the following:

1. Overseeing Coast Guard internal control policies, including funds control.

2. Ensuring that the Coast Guard accounting system of record supports the Coast Guard’s
funds control policy. The accounting system of record should provide for:

a. Recording all financial transactions affecting apportionments; reapportionments;
allotments; agency restrictions; financial plans; program operating plans; obligations;
expenditures; and anticipated, earned, and collected reimbursements; and

b. Preparing and reconciling financial reports that display cumulative obligations and
the remaining unobligated balance by appropriation and allotment, and cumulative
obligations by budget activity and object class.

3. Coordinates closely with executives responsible for the administrative control of budget
authority and their staffs responsible for day-to-day account management and use of the
accounting system of record, paying particular attention to Headquarters units that carry
out accounting functions in Coast Guard systems for the administrative control of funds.
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4. Accounts for Coast Guard property and adherence to policy.

3.4.9 Office of Resource Management (CG-83)

Commandant (CG-83) serves as the Coast Guard’s budget office and assists Commandant
(CG-8) by providing technical control over the budget execution process. This includes the
following:

1. Requests and manages apportionments; and makes allotments, allowances, and other
allocations of budget authority for programs, projects and activities, as required by law,
to execute the budget.

2. Provides oversight and management of the Coast Guard system of funds control.

3. Provides guidance to Deputy and Assistant Commandants on funds control and the
distribution of resources.

4. In cooperation with Commandant (CG-84), provides guidance and direction to financial
management personnel on systems, activities, operations, and reporting.

5. Provides service, advice, and assistance to Deputy and Assistant Commandant budget
officers on the management and execution of their budgetary resources.

6. Provides guidance on formulating adequate budget estimates in line with DHS mission
and priorities.

7. Advises executive staff on budget and finance issues.

8. Recommends action, when necessary, to ensure the Coast Guard does not obligate in
excess of available budgetary resources.

3.4.10 Funds Control Division (CG-831)

Commandant (CG-831) serves as the Coast Guard’s appropriation manager; assists Commandant
(CG-8); and is responsible for overseeing allotments, suballotments, and allowances of budget
authority by program, project, or activity, that are fixed in amount, as specified in Appropriations
Acts and OMB Apportionments, and that are consistent with the President’s Budget, and, in
some cases, other evidence of Congressional intent.

1. Commandant (CG-831) is responsible for the oversight of all Coast Guard allotments,
suballotments, and allowances of amounts available in the following illustrative
appropriation and fund accounts:

a. Operations & Support (O&S);

b. Procurement, Construction, and Improvement (PC&I);
c. Research & Development (R&D);

d. Alteration of Bridges (AB);

e. Retired Pay (RP);

f. Oil Spill Liability Trust Fund (OSLTF);

g. Boat Safety (BS);
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Coast Guard Gift Fund;

Coast Guard Supply Fund;

Yard Fund;

Commissary Stores Surcharge Fund; and
Medicare Eligible Retiree Health Care Fund.

Commandant (CG-831) is also responsible for any appropriation and/or fund accounts

not otherwise specifically assigned.

2. Commandant (CG-831) assigns an appropriation manager to monitor each allotment and
suballotment. The appropriation manager’s responsibilities include:

a.

Preparing documentation authorizing the distribution of budget authority at levels
specified in appropriation acts and conference/committee reports, within the
limitations of apportionments or reapportionments approved by OMB.

Advising allotment, suballotment, and AFC managers when obligations and
expenditures are approaching the amount available in their allotment or suballotment.
However, allotment, suballotment, and AFC managers are primarily responsible for
obligations and expenditures from their accounts.

Determining that the allotment and suballotment of budget authority is at the highest
level practical.

Ensuring that all OMB apportionments are properly entered into the accounting
system of record.

Developing apportionment schedules for submission to OMB, and developing
secondary financial plans for orderly and systematic execution of the approved
financial plan and apportionment.

Management and coordination of the procedure for reprogramming and transfer of
budget authority between programs, projects, and activities or appropriation accounts.
Determining when shifting or transfers between accounts requires notice of
reprogramming or transfer to OMB and the Appropriations Committees.

Ensuring that reimbursable agreements are properly executed and that costs are
recovered.

Evaluating actual closeout results against a resource/allowance manager’s closeout
projections, and taking corrective action where necessary.

Ensuring that disbursements relating to cancelled (closed) accounts (i.e., unobligated
funds for antecedent liabilities) are treated in accordance with 31 USC 1553(b).

Managing funds that have expired for obligation purposes (i.e., upward/downward
adjustment).

3.4.11 Office of Procurement Policy & Oversight (CG-913)

Commandant (CG-913) is responsible for establishing and enforcing policies to ensure that the
Coast Guard procurement personnel achieve accurate and timely recording of obligations
resulting from the issuance of contracts, purchase orders (POs), and Military Interdepartmental
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Purchase Requests (MIPRs) (document types 23, 24, and 28, respectively). Coast Guard
contracting officers are to ensure that proper and adequate funding is available before making or
adjusting any contract obligation.

Sound funds control practices require an interdependent relationship and a shared responsibility
between contracting officers, allotment managers, allowance managers, business managers,
resource managers, project managers, and other officials who have the authority and
responsibility for making, recording, and adjusting obligations. In the final analysis, however, it
is the Contracting Officer who makes and records the contract obligation.

3.5 Antideficiency Act

The Antideficiency Act (ADA) was enacted by Congress to prevent the incurrence of obligations
or the making of expenditures (outlays) in excess of amounts available in appropriations or
funds. Personnel authorized to administer and control funds are responsible for seeing that funds
obligated or expended do not exceed the amount allotted to them. This requirement is
specifically spelled out by law and requires reporting action, as well as corrective action, in the
event of a violation.

The Antideficiency Act applies to current, expired, and cancelled appropriations; unrealized
anticipated budgetary resources; and nonappropriated funds such as revolving funds. The
investigation of a violation may involve an assessment of the extent to which a number of
individuals authorized, approved, and certified the transaction(s) that led to the violation; and the
official(s) charged with administering and monitoring the various levels of funds controls
impacted by the actions of the administrative unit that caused the violation. However,
responsibility for the overobligation or overexpenditure of funds will be assigned to one or more
individuals.
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3.5.1 Violations of the Antideficiency Act

It is important for all Coast Guard personnel with budget authority and all financial management
supporting staff to recognize the importance of preventing violations of the Antideficiency Act.
A violation will occur if an employee of the Coast Guard makes or authorizes an expenditure or
creates or authorizes an obligation against any funds in excess of the amount available in an
appropriation, apportionment, or designated allotment or suballotment. Violations also include
obligations or expenditures in excess of a congressionally imposed limitation contained in an
authorization or appropriation act restricting the amount for a particular program or activity.

ADA violations are divided into the following specific categories:

1.

Amount limitation. 31 USC 1341 stipulates (in part) that any officer or employee of the
U.S. Government or of the District of Columbia government may not:

a. Make or authorize an expenditure or obligation exceeding an amount available in an
appropriation or fund for the expenditure or obligation; or

b. Involve the Government in a contract or obligation for the payment of money before
an appropriation is made unless authorized by law.

Voluntary services limitation. 31 USC 1342 stipulates (in part) that an officer or
employee of the U.S. Government or of the District of Columbia government may not
accept voluntary services for either government or employ personal services exceeding
that authorized by law, except for emergencies involving the safety of human life or the
protection of property.

Administrative control of funds, amount limitation. 31 USC 1517 stipulates (in part)
that an officer or employee of the U.S. Government or of the District of Columbia
government may not make or authorize an expenditure or obligation exceeding

a. An apportionment; or
b. The amount permitted by regulations prescribed under Section 1514(a).

Purpose Statute. 31 USC 1301(a) stipulates that appropriations shall be applied only to
the objects for which the appropriations were made, except as otherwise provided by law.

Time limitation. 31 USC 1502(a) stipulates (in part) that the balance of an appropriation
or fund limited for obligation to a definite period is available only for payment of
expenses properly incurred during the period of availability or to complete contracts
properly made within that period of availability and obligated with 31 USC 1501.

Miscellaneous Receipts Statute. 31 USC 3302(b) stipulates that an official or agent of
the Government who receives money for the Government from any source shall deposit
the money in the Treasury as soon as practicable without deduction for any charge or
claim, except as provided in 31 USC 3718(b).

3.5.2 Violations of Limitations That Do Not Per Se Violate the

Antideficiency Act

Nonstatutory Violations: Violation of Coast Guard-approved funds distribution plans will be
reported to the appropriations manager setting forth the same information as required for a
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statutory violation. Procedures for allowance managers, ATUs, and program elements to report
overobligation or overexpenditure of their accounts are provided in Subsection 5.6.4 (Reporting
Violations of Informal Subdivisions of Budget Authority). Overobligation of a fund can result in
administrative discipline. It is important for financial managers to recognize that overobligation
or overexpenditure of an allowance, ATU, or program element’s funds will result in a violation
of the act if it results in overobligation or overexpenditure of an allotment or suballotment.

3.5.3 Antideficiency Act Emplovee Restrictions

The ADA states that an officer or employee of the U.S. Government cannot do the following:

1. Make or authorize expenditures or obligate funds in excess of the available amounts
appropriated for such expenditures or obligations;

2. Involve the Government in contracts or obligations for payment of funds prior to an
appropriation unless specifically authorized by law;

3. Accept voluntary services or employ personal services for amounts exceeding those
authorized by law except in the case of emergencies involving the safety of human life or
the protection of property;

4. Incur any obligation or make any expenditure in excess of an apportionment or
reapportionment or in excess of other subdivisions established pursuant to
31 USC 1513-1514; and

5. Make or authorize an expenditure or obligation or involve the Government in a contract
for payment of funds required to be sequestered.

3.5.4 Penalties

Administrative Penalties: The Antideficiency Act provides that any officer or employee of the
United States who violates the prohibitions of 31 USC 1341(a), 1342, or 1517 will be subject to
appropriate administrative discipline. Administrative discipline may consist of:

1. A letter of reprimand or censure for the official personnel record of the officer or
employee;

Unsatisfactory performance rating;

Transfer to another position;

b

Suspension from duty without pay;
5. Removal from office.

Criminal Penalties: 31 USC 1350 provides that “An officer or employee of the United States
Government or of the District of Columbia government knowingly and willfully violating
Section 1341(a) or 1342 of this title shall be fined not more than $5,000, imprisoned for not more
than two years, or both.”

3.5.5 Antideficiency Act Violations Discovered by Coast Guard Emplovees

Suspected ADA violations are initially investigated under the oversight of the Coast Guard Chief
Financial Officer (CFO). The results of this investigation are presented in a preliminary report.
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If the initial investigation indicates that an ADA violation has occurred, the preliminary report is
forwarded to the Department of Homeland Security (DHS) for formal investigation by the DHS
CFO.

Formal ADA investigation procedures are specified in DHS Financial Management Policy
Manual (FMPM).

3.5.6 ADA Violations Uncovered During Audits

If a GAO or OIG audit or investigation identifies an ADA violation, the Coast Guard will notify
the DHS CFO and issue a preliminary report on the violation. The DHS CFO, in coordination
with OGC, will review the notification letters prior to transmission to the DHS Secretary for
signature.

3.5.7 Examples of ADA Violations

All Antideficiency Act violations must be reported. The following are examples of ADA
violations:

1. Overobligation or overexpenditure of an appropriation or fund. This occurs when an
officer or employee of the United States Government makes or authorizes an expenditure
or obligation against an appropriation or fund in excess of the amount available in the
account.

2. Creating a contract or obligation in advance of an appropriation. A violation occurs
when an officer or employee of the United States Government involves the Government
in a contract or other obligation for payment for any purpose in advance of appropriations
made for such purpose, unless such contract or obligation is authorized by law. If
authorized by law, but not yet financed by an appropriation, the budget authority required
to cover such transactions is known as contract authority. If the contract authority is
provided in anticipation of receipts, then obligations incurred against such contract
authority cannot be liquidated unless either the receipts are collected and credited to the
account or an appropriation has been enacted.

3. Acceptance of voluntary service. This occurs when an officer or employee of the
United States Government accepts voluntary service on behalf of the United States
Government or employs personal services in excess of that authorized by law, except in
cases such as these:

Emergencies involving the safety of human life or the protection of property;

b. Use of student volunteers under an agreement between the Department and the
school, as provided by OMB regulations; and

c. Permitted specifically by law.

4. Overobligation or overexpenditure of an apportionment or reapportionment.
This occurs when an officer or employee of the United States Government makes or
authorizes an expenditure or obligation in excess of an apportionment or reapportionment
described in an Apportionment and Reapportionment Schedule, Form SF 132, including
any restrictions within the Apportionment and Reapportionment Schedule, Form SF 132
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footnotes of the respective apportionment or reapportionment. This provision also
applies to obligations or expenditures in a credit financing account.

5. Overobligation or overexpenditure of an allotment or suballotment. This occurs
when an officer or employee of the United States Government makes or authorizes an
expenditure or obligation in excess of the amount permitted by the prescribed and
approved component funds control system.

6. Overobligation or overexpenditure of an agency limitation. This occurs when an
officer or employee of the United States Government makes or authorizes an expenditure
or obligation in excess of the amount permitted under an agency limitation, which results
in the overobligation or overexpenditure of an appropriation, apportionment, allotment,
or suballotment.

7. Overobligation or overexpenditure of a credit limitation. This occurs when an officer
or employee of the United States Government makes or authorizes an expenditure or
obligation exceeding a credit limitation contained in an appropriation or authorization act.
For additional information on credit limitations, see OMB Circular A-11, Section 185,
“Federal Credit.” These overages include, but are not limited to:

a. Making or authorizing a direct loan obligation or loan guarantee commitment that
requires a subsidy cost obligation or expenditure in excess of amounts appropriated
and/or apportioned for such purposes in a credit program;

b. Modifying direct loans or loan guarantees resulting in obligations or expenditures in
excess of amounts appropriated and apportioned for the cost of modifying direct loans
or guarantees in a credit program;

c. Making or authorizing a direct loan obligation or loan guarantee commitment that is
in excess of the level specified by law and apportioned by OMB;

d. Making or authorizing an expenditure or obligation in excess of the amount
appropriated or apportioned for administrative expenses in a credit program;

e. Making or authorizing an expenditure or obligation, including a commitment, against
unobligated subsidy balances in a credit program after the period of availability of
funds has expired; and

f. Making or authorizing an expenditure or obligation in excess of available and
apportioned resources (including borrowing authority) in a financing account.

8. Creating obligations against unrealized anticipated budgetary resources. This
occurs when an officer or employee of the United States Government makes or
authorizes an obligation against anticipated budgetary resources before they are realized,
even though the resources have been apportioned.

9. Creating new obligations in expired and closed accounts. This occurs when an officer
or employee of the United States Government makes or authorizes an expenditure or
obligation against an expired or closed account. This includes adjustments that cause
obligations in expired or closed accounts to exceed the original appropriation,
apportionment, allotment, or suballotment issued before the account had expired. Funds
typically expire on 30 September of the fiscal year in which the period of availability of
funds ends.
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a. Expired accounts shall remain available for legitimate obligation adjustments but not
for new obligations. Five years after the expiration of an account, all obligated and
unobligated balances must be cancelled, and the expired account must be closed.

b. Although no disbursements may be made from cancelled accounts, any legitimate
obligations or adjustments chargeable to the cancelled account may be paid from
another unexpired appropriation available for the same purpose as the cancelled
account, subject to certain limitations. For example, the cumulative total of old
obligations payable from current appropriations may not exceed the lesser of
1 percent of the current appropriation or the remaining balance (whether obligated or
unobligated) cancelled when the appropriation account is closed (31 USC 1553(b)).

Charging the wrong account. This occurs when the wrong appropriation or Treasury
account is charged. The charge may be deliberate (e.g., for purposes of expediency or
administrative convenience, with the intent to rectify the situation by transferring the
funds to the proper account at a later date), or accidental (e.g., an error when posting a
disbursement to prior year as opposed to current year). If the receiving appropriation,
apportionment, allotment, or suballotment is exceeded at any time, a deficiency exists
and the ADA is violated.

Creating open-ended liabilities. Signing an agreement that contains indemnification
clauses and that creates open-ended liabilities is an ADA violation even when the
circumstance requiring the expense is never triggered. These clauses obligate the
Department (or any operating unit) to indemnify another party for loss or injury, or
otherwise commit the Department or operating unit to an open-ended (and therefore
potentially unlimited) liability or expense. Such clauses must be amended as appropriate
or negotiated out of the agreement before the agreement may be signed.

Obligation or expenditure of funds required to be sequestered. The Antideficiency
Act requires that, in the absence of appropriations (e.g., sequestration), no obligations
may be incurred, including salary expenses, unless authorized by law. In very limited
circumstances, 41 USC 6301 allows the Coast Guard to enter into obligations, but not
disburse funds, for clothing, subsistence, forage, fuel, quarters, transportation, or
medical and hospital supplies, which, however, shall not exceed the necessities for the
current year.

Training of Financial Managers and Investigating Officials

Commandant (CG-8) and the Resource Management Offices shall take leadership roles in
providing appropriate training for financial managers and program managers throughout
the Coast Guard. This training will cover:

a. Appropriations law;
b. Funds control;
c. The ADA statute;

The types of ADA violations that can occur, and their causes;

o

e. Requisite training, supervision, and oversight of personnel who perform financial
management or programmatic functions; and
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f.  Methods for preventing ADA violations.

2. Coast Guard personnel directly involved in the investigation and reporting of potential
ADA violations must have received adequate training. At a minimum, these personnel
must possess the following training prerequisites:

Completion of an Appropriations Law course within the last three years;
b. Knowledge of regulatory requirements and Agency policy related to the ADA; and

c. Ability to interview witnesses, gather evidence, establish facts, document findings,
prepare reports of violation, meet the timeframes established for the completion of an
investigation, and recommend corrective action.

3.5.9 Reporting Violations

Antideficiency Act violations must be reported to the President, the Congress, and the
Comptroller General via the DHS CFO. Procedures for investigating and reporting ADA
violations are specified in the DHS Financial Management Policy Manual (FMPM). The
Commandant shall report suspected violations to the DHS CFO immediately after it has been
established that a potential violation has occurred.

All violations must be reported immediately upon discovery. Any individual with knowledge of
a possible violation has the responsibility to report it. Action taken to correct the cause of a
violation does not eliminate the requirement to report it. Any employee of the Coast Guard
having knowledge of an apparent violation shall be responsible for initiating a written report
through the appropriate channels.

3.6 Apportionments

Funds appropriated by Congress will not be available for allotment or obligation until after they
have been apportioned by OMB. The apportionment of funds is required for all unexpired
budgetary resources including appropriated funds, reimbursements, estimated carryover
amounts, and recoveries of prior-year obligations.

Additional guidance on the apportionment process, covering apportionment action in connection
with supplemental, reprogramming, and transfer between accounts, is included in Chapter 5.

3.6.1 Anticipated Reimbursements

The system of apportionment provided by OMB Circular A-11 permits the inclusion of
anticipated reimbursements from other Government agencies or the public in determining the
amounts available for apportionment. Once an apportionment is established, anticipated
reimbursements will not be allotted unless there is reasonable assurance that such items will be
collected. Furthermore, even though these estimates have been apportioned and allotted, they
will not be considered budgetary resources available for obligation unless they meet one of the
following criteria:

1. Valid orders between Federal entities, including written agreements, have been received.
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2. Accounts receivable has been earned based on goods or services furnished to Federal
entities.

3. In the case of orders from the public, advance payment has been received, unless such
receipt has been exempted by law.

Proper procedures for including anticipated budgetary resources on Apportionment and
Reapportionment Schedule, Form SF 132, and Report on Budget Execution and Budgetary
Resources, Form SF 133, are included in OMB Circular A-11.

3.6.2 Deficiency Apportionments

Apportionments that anticipate the need for a deficiency appropriation or a supplemental under
31 USC 1515 will be specifically identified on the apportionment request, as discussed in OMB
Circular A-11, Section 120.41.

To qualify as a deficiency apportionment, the request must be required by:
1. Laws enacted subsequent to the transmittal of the annual budget for the year to Congress;

2. Emergencies involving human life, the protection of property, or the immediate welfare
of individuals; or

3. Specific authorization by law.

The approval of a deficiency apportionment by OMB and its transmittal to Congress merely
notifies the Congress. It does not authorize the use of any amounts not yet provided.

3.7 Policy on Allotments and Suballotments

In general, allotments and suballotments should be established at the highest practical level. To
the extent possible, each Coast Guard operating facility (OPFAC) will be financed from no more
than one subdivision for each appropriation or fund. The Coast Guard will assign allotments for
each appropriation listed in Subsection 3.4.10 (Funds Control Division) above. Quarterly
apportionments are required to be designated as allotments or suballotments separately from
annual apportionments.

3.7.1 Restrictions
The following restrictions apply to allotments:

1. The sum of allotment amounts issued shall not exceed the apportionment, including any
applicable footnotes.

2. The sum of suballotment amounts shall not exceed the allotment amount.

3. Allotments or other administrative subdivisions shall be fixed in amount and only
changed when authorized by Commandant (CG-09).

4. Congressional restrictions contained in the appropriation will be enforced.

3-15



COMDTINST M7100.3F

3.8 Administrative Control of Funds Policy

3.8.1 Administrative Control of Funds

Administrative Control is the direction or exercise of authority over subordinate or other
organizations with respect to administration and support including organization of Coast Guard
forces, control of resources and equipment, personnel management, unit logistics, individual and
unit training, readiness, mobilization, demobilization, discipline, and other matters not included
in the operational missions of the subordinate or other organizations (Coast Guard Organization
Manual, COMDTINST M5400.7 (series); Unified Action Armed Forces (UNAAF), JP 0-2).

Administrative Control of Funds restricts both obligations and expenditures from each
appropriation or fund account to the lower of either the amount apportioned by OMB or the
amount available for obligation and or expenditure in the appropriation or fund account. This
enables the Commandant (CG-8) to determine responsibility for the obligations or expenditures
in excess of appropriations, apportionments, allotments, and suballotments and to promptly
investigate and report those actions as violations if they cannot be properly adjusted.

Administrative Control should not be confused with the term ‘Administrative Support.’
Administrative Support is often used to describe the support one unit provides to another under
the terms of a formal or informal agreement, such as an intra-service support agreement.
Administrative Support can be provided and received among units at a variety of command
levels regardless of their organizational relationships.
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3.8.2 Formal Delegation of Budget Authority

DHS and the Coast Guard must formally make allotments and suballotments of budget authority
to the chain of command before it is legally available for obligation or expenditure. In addition,
Coast Guard also makes allowances for funds control. The Financial Management Operation
Plan (FMOP) subdivides budget authority into allotments, suballotments, and allowances. The
following rules shall be used by the Coast Guard’s budget office when subdividing
appropriations:

1. All budget authority shall be formally allotted or suballotted by program, project, or
activity to the responsible Deputy Commandants, Assistant Commandants, or Directors
of Headquarters-managed programs, projects, or activities (PPAs).

2. All budget authority provided in specific appropriations shall be a suballotment to the
responsible flag officer or executive.

3. Any further subdivision of budget authority shall be an informal distribution.

3.8.3 Responsibility for Administrative Control of Funds

An allotment or suballotment in the FMOP is the formal subdivision of an apportionment. Itis a
delegation of the authority received from the DHS Under Secretary of Management to incur
obligations and make expenditures. The first formal subdivision of an apportionment shall be
made to an Allotment Manager at the highest practical level in the chain of command responsible
for obligations.

The senior-most officer or executive responsible for the administrative control of obligations will
generally be a Deputy Commandant, Assistant Commandant or a Director. These officials shall
ensure that obligations made by personnel under their command, control or supervision do not
exceed the amount of budget authority that they have been delegated in order to prevent
violations of the Antideficiency Act.

Allotments and suballotments of obligation authority will typically be accompanied by
“allowances” of obligation authority. (A specific appropriation must, however, be the object of
an allotment before it may be divided into allowances.) Although “allowances” are informal
subdivisions of budget (obligation) authority, they are essential components of programs,
projects, and activities (PPAs) for budget planning, programming and activities. Some
“allowances” constitute entire PPAs. Allowances are, or are critical components of, PPAs for
reprogramming purposes. Funds control at the allowance level is essential since obligations in
excess of allowances can result in obligations in excess of allotments.

While the authority to incur obligations may be delegated in the Chain of Command, and a
resource management staff may be assigned responsibility for day-to-day account management,
the formal responsibility for administrative control of allotments or suballotments cannot be
delegated.

3.8.4 Delegation of Authority within the Chain of Command

An organization functions best when the authority to enter into obligations is placed as close as
possible to the need for goods or services. Therefore, Allotment Managers delegate budget
authority within the Chain of Command. Allotment Managers, Allowance Managers, and
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Administrative Target Unit (ATU) Commanders, Commanding Officers, Directors, and
Superintendents may delegate obligation authority within the Chain of Command. However,
formal responsibility for administrative control of obligation authority cannot be delegated.

Budget authority shall be delegated in writing as a suballotment, and obligation authority shall be
delegated in writing as an allowance to an organizational title or position (as opposed to an
individual), specifically stating any restrictions or conditions on authorization such as:

1. The purpose of the allowance;
2. The time period of availability; and

3. The amount available.

3.8.5 Segregation of Duties

Administrative control of funds requires a balance between three delegated authorities; program
authority, obligation authority, and certification of fund availability authority. In order to
maintain the proper segregation of duties, program authority, obligation authority, and
certification of fund availability authority must be performed by different individuals to reduce
risk of error, misuse, or fraud. Certification of fund availability is the authority to assign proper
funding citations on obligating documents before obligations are incurred and approve the
validity and accuracy of the accounting information. This is a “certification of fund availability”
in support of the fund control system; it is not a certification for payment. Allotment Managers,
Allowance Managers, Commanders, Commanding Officers, Directors and Superintendents of
Administrative Target Units must ensure adequate internal controls are in place for funds control.
This should be accomplished as part of the periodic monitoring and control process.

3.8.6 Accounting Support for Fund Control Systems

Pursuant to 31 USC 3512(b), the Coast Guard fully supports internal management and
administrative control of funds, and establishes and maintains systems of accounting and internal
controls that provide complete disclosure, adequate financial information needed for
management purposes, and effective control over assets for which the Coast Guard is
responsible. This provides for:

1. Assistance to responsible officials in restricting the authorization or incurrence of
obligations to the amount for which obligation authority is available.

2. Sufficient information for responsible officials to determine the availability of funds for
commitments and obligations by appropriation, allotment, and suballotment.

3. Recording all financial transactions affecting apportionments, reapportionments,
allotments, suballotments, agency restrictions, financial plans, program operating plans,
obligations, and expenditures, as well as anticipated, earned, and collected
reimbursements.

4. Complete, accurate, and timely budgetary and financial information that allows for the
preparation and reconciliation of financial reports displaying cumulative obligations and
remaining unobligated balances by appropriation, allotment, suballotments, and object
class.
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3.8.7 Allotment/Suballotment Managers

An allotment or suballotment is a formal delegation of the authority to incur obligations and
make expenditures. This authority may be delegated in writing by an Allotment Manager to a
Suballotment Manager. By statute, allotments and suballotments are made to finance operations,
programs, projects and activities at the highest practical level. All budget authority that has been
limited to a specific time, purpose and amount shall be a suballotment to the responsible flag
officer or executive. These Allotment Managers will generally be Deputy Commandants,
Assistant Commandants, or Directors of Headquarters-managed programs, projects, and
activities (PPAs), or those who are responsible for the administration and execution of allotments
and suballotments. Allotment Managers are responsible for obligations and are accountable to
Commandant (CG-8), and through that position, to Commandants (CG-83) and (CG-831)
Appropriation Managers. The senior manager for a revolving fund is also considered to be an
Allotment Manager, and is subject to the same requirements and responsibilities.

Allotment Managers have a shared responsibility with the senior-most officer or executive in
their administrative control (ADCON) chain of command to ensure that obligations do not
exceed the amount of budget authority that they have been delegated, thereby preventing
violations of the Antideficiency Act. Allotment Managers are responsible for managing
obligations within the approved Coast Guard Financial Management Operation Plan (FMOP).
Any changes to allotments and allowances in the distribution of obligation authority must be
formally approved and in writing.

Allotment Managers may be assisted by resource managers that are responsible for day-to-day
management of an allotment or suballotment. Resource managers share responsibility for funds
control with their Allotment Manager.

The administrative subdivision of obligation authority by an Allotment Manager is an informal
subdivision. The authority to incur obligations may be delegated to Allowance Managers as an
“allowance.” Allotment Managers are responsible for performing all Administrative Target Unit
(ATU) functions and duties for any obligation authority that is not delegated.

Allotment Managers may delegate obligation authority to Allowance Managers within the Chain
of Command. However, the overall responsibility to ensure that obligations do not exceed an
allotment or suballotment cannot be delegated.

3.8.8 Allowance Managers

Allowance Managers are responsible to an Allotment Manager for the day-to-day management
of an allowance. An allowance is authority to incur obligations. This authority must be
delegated in writing by an Allotment or Suballotment Manager. Allowance Managers have a
shared responsibility with their Allotment/Suballotment Manager to ensure that obligations do
not exceed the amount available in an allowance, an allotment, an apportionment or an
appropriation to prevent violations of the Antideficiency Act.

The majority of Allowance Managers are subordinate to Deputy and Assistant Commandants for
Headquarters directorates who are responsible for programs, projects and activities. However,
Allowance Managers for certain revolving accounts are assigned to the Commanding Officer of
the Coast Guard Yard, the Superintendent of the Coast Guard Academy, and the Director of the
National Pollution Funds Center.
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Allowance Managers may be assisted by resource managers that are responsible for day-to-day
management of an allowance. Resource managers share responsibility for funds control with
their Allowance Manager.

Allowance Managers may administratively subdivide their allowance. Administrative
subdivision of obligation authority by an Allowance Manager is informal in nature. Obligation
authority may be delegated to ATU Officers as an allowance. Allowance Managers are
responsible for performing all Administrative Target Unit (ATU) functions and duties for any
obligation authority that is not delegated.

3.8.9 Administrative Target Unit Commander, Commanding Officer,
Director, or Superintendent

A target allowance may be delegated to the Commander, Commanding Officer, Director, or
Superintendent of an Administrative Target Unit (ATU) in the Financial Management Operation
Plan (FMOP). ATUs may include: Area Commanders; Logistics or Service Center
Commanders/Directors; District Commanders; and Unit Commanding
Officers/Directors/Superintendents. These Commanders, Commanding Officers, Directors, and
Superintendents have a primary responsibility for managing an allowance of obligation authority
delegated by an Allotment Manager or Allowance Manager. Although ATU Commanders,
Commanding Officers, Directors, and Superintendents rely on comptrollers, budget officers, and
other financial resource managers with a shared responsibility for day-to-day account
management, the overall responsibility for target allowances received cannot be delegated.

A target allowance from an Allotment Manager or an Allowance Manager cannot be exceeded.
If needed, the ATU Commander, Commanding Officer, Director, or Superintendent will contact
the appropriate Allowance Manager or Allotment Manager for additional funding.

The ATU Commander, Commanding Officer, Director, or Superintendent is authorized to further
divide their target allowance for control by staff elements and units supported by the ATU.

These staff elements and units supported by the ATU Commander, Commanding Officer,
Director, or Superintendent are designated as program elements.

3.8.10 Program Element Managers

Program Element Managers share responsibility for managing obligation authority with their
ATU Commander, Commanding Officer, Director or Superintendent. While the ATU
Commander, Commanding Officer, Director or Superintendent may rely on Program Element
Managers for day-to-day account management, the overall responsibility for allowances received
cannot be delegated.

Program Element Managers shall ensure proper segregation of duties. They shall ensure that all
individuals seeking to exercise the obligation authority delegated to the program element have
been authorized in writing by their chain of command. In addition, they must ensure that fund
certifiers and funds approvers understand the roles and responsibilities assigned to them, as well
as the personal liabilities that arise from those roles and responsibilities. Failure to follow
procedures for fund certification and approval may lead to a potential Antideficiency Act (ADA)
violation, which may have both civil and criminal penalties.
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3.8.11 Civilian Employee Financial Resource Official (CEFRO) formerly
Performance Incentive Pay Officials (PIPO)

The Civilian Employee Financial Resource Official (CEFRO) responsibility resides at the Flag,
(SES) Logistics/Service Center and Director, Commander or Commanding Officer level. A
CEFRO cannot be less than a SES. The CEFRO appoints a dedicated CRC to facilitate their
authority, oversees the CRC duties and approves CRC actions. A CEFRQ’s area of responsibility
cannot be less than 20 employees.

3.8.12 Civilian Resource Coordinators (CRC)

As a part of internal controls, Civilian Resource Coordinators (CRCs) are considered the
designated points of contact between the Civilian Pay and Benefits Manager and their respective
units or areas of responsibility—generally an ATU. CRC performance of duties and policy
issues include RMO oversight to ensure resource chain-of-command continuity.

CRC functions cannot be delegated. In the event of occasional absences for leave or temporary
duty of less than 60 days, CRC duties shall be covered by the RMO CRC. The Civilian Pay
Manager shall be advised by the impacted CRCs when this occurs. CRC absences of greater
than 60 days require assignment of a new CRC. RMOs may assign a backup CRC to cover
extended absences of the primary RMO CRC, consistent with the 60-day rule.

CRC:s shall have suitable financial management experience and understand funds management
and appropriation law principles. Military grade O3 and above, and civilian GS-11 and above
are the minimum seniority requirements to be assigned CRC duties. The funding delegation
authority by Civilian Pay Manager (Commandant (CG-832)) to CEFROs and CRCs may be
withdrawn at the discretion of the Civilian Pay Manager (Commandant (CG-832)).

For detailed procedures refer to Financial Resource Management Manual - Procedures (FRMM-
P), COMDTINST M7100.4 (series), Chapter 3 (Administrative Control of Funds).
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Chapter 4. Budget Formulation

4.1 Overview

In accordance with USC Title 14 and other applicable laws (e.g., USC Title 10, which authorizes
the Gift Fund), the Coast Guard has 9 appropriations (5 discretionary and 4 mandatory) that
specify the purposes for which the appropriation is authorized. The following appropriations
form the basis for the budget formulation process.

Discretionary appropriations:

Operations & Support (O&S);

Procurement, Construction, and Improvement (PC&I);
Alteration of Bridges (AB);

Research & Development (R&D); and
Medicare-Eligible Retiree Health Care Fund (MERHCEF).
Mandatory appropriations:

Retired Pay (RP);

Boating Safety (BS);

Oil Spill Liability Trust Fund (OSLTF); and

Gift Fund.

See Section 2.2 (Coast Guard Budget Authority) for information regarding these appropriations
and funds.

See the Financial Resource Management Manual - Procedures (FRMM-P), COMDTINST
M7100.4 (series), Chapter 4 (Budget Formulation) for detailed responsibilities and procedures.

Note: Effective FY 2019, Reserve Training (RT) and Environmental Compliance and
Restoration (EC&R) are within the O&S appropriation.

4.2 The Stages and Format of the Budget

The budget formulation process is essentially a continuous effort, with a gradual change in focus
from broad program to specific line-item requests. There are, however, discrete actions which
serve to divide the process into several “stages.”

Prior to commencement of the budget formulation stages, Coast Guard program managers
submit individual budget requests by project via the Electronic Resource Proposal (ERP)
System. These electronic resource proposals are commonly referred to as “RPs”.
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4.2.1 Budget Stages

Budget formulation begins with the consideration of strategic plans, operational and supports
requirements, planning inputs, and external influences. In essence, the process consists of the
following stages:

1. Coast Guard Stage
2.  DHS Stage
3. OMB Stage
4 Congressional Stage
5

Drug Budget Submission

4.2.2 Budget Format

In FY 2004, the Administration directed Federal agencies to submit a performance-based budget,
a process that changed the format for DHS’s OMB submission. The presentations may be
incremental or zero-based, depending upon the nature of the appropriation being addressed. The
annual reissuance of OMB Circular A-11 prescribes instructions for the preparation and
submission of the annual budget estimates. The Circular also prescribes instruction on the
execution of the budget.

4.2.3 Budget Preparation — Participants

All program managers, LANTAREA, and PACAREA are involved in the Coast Guard budget
formulation process via the ERP system. The Office of Budget and Programs, Commandant
(CG-82), is responsible for the internal Coast Guard preparation, review, prioritized ranking
process, and overall formulation and development of the budget schedules. The finalized list is
presented to the Investment Board (IB) at Headquarters.

4.2.4 Congressional Stage

The Coast Guard prepares the Congressional Stage submission using an incremental basis for its
“annual” or “one-year” appropriation; i.e., the narrative justification is geared toward explaining
changes to the previous year’s level. For its “multi-year” and “no-year” appropriations, the
format shifts to a “zero-based” presentation; i.e., the narrative justification is geared toward
explaining all proposed budget-year project requirements.
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4.3 Public Disclosure

OMB has issued strict guidelines in Circular A-11, Section 22, “Communication with the
Congress and the public and clearance requirements,” governing the classification of budget
estimates, which are considered confidential. All agencies must treat budget material as pre-
decisional communication until the President delivers his budget message to Congress. This
means that Coast Guard personnel must not disclose the contents of either the RAP submission
or the DHS and OMB Stages to the public or to congressmen, congressional committees, or
congressional staff without first reviewing the guidelines in OMB Circular A-11. Even after
publication of the President’s Budget message, Coast Guard personnel may only disclose the
identification of line items in earlier stages of the budget in response to direct Congressional

inquiry.

4.3.1 Release or Withholding of Information

The provisions for the release or withholding of information in response to Freedom of
Information Act requests are stated in the Freedom of Information Act (5 USC 552).

4.3.2 Questions on Public Disclosure

All Coast Guard personnel shall refer questions concerning matters of public disclosure of
budget or program material to Commandants (CG-82) and (CG-83) for resolution via the chain
of command.

4.4 Preparation of the Congressional Stage Budget — President’s
Budget (Appendix)

After receiving OMB’s settlement, Commandant (CG-82) begins to make appropriate revisions
to the resource levels contained in the technical budget schedules, which comprise the Coast
Guard’s input into the MAX A-11 data entry system. The MAX A-11 system is an OMB-
controlled database that agencies use to enter the data required for the Budget of the United
States Government (President’s Budget). The President submits this document to Congress on or
before the first Monday in February, following the annual State of the Union address in January.
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Chapter 5. Budget Execution

5.1 Overview

The budget execution process is the application of all available funds to Coast Guard missions
and programs. The process requires the integration of nearly all Government administrative
functions and financial management disciplines whose collaboration and interaction are required
to effectively carry out Coast Guard missions while meeting financial management
responsibilities.

These budget execution policies reflect the movement of the Coast Guard toward a fully
integrated financial management system. In this system, the accounting functionality places all
financial resources in a single system under administrative and general ledger (GL) controls from
which financial management information is obtained for decision-making and the management
of funds.

This Chapter provides policies governing the budget execution processes that are followed each
fiscal year (FY). The Chapter is organized to provide a chronology of the major budgetary
events in order to illustrate the sequence and relationship of these processes. This chronology is
not meant to be prescriptive of each FY’s processes, since the timing of congressional action on
appropriations may have a major impact on the timing of certain budget execution activities.
Rather, the Chapter is organized to describe the general alignment of budgetary resource
management (BRM) activities in a typical FY — from the preparations needed to establish funds
control objectives to the closing of appropriation accounts.

BRM is a critical set of policies designed to support a successful budget execution process.
These policies prescribe the application of management controls within this process to provide
reasonable assurance of high data quality when entering, summarizing and reporting budgetary
information. Further, the controls provide reasonable assurance that Coast Guard budget
execution transactions and processes comply with laws and regulations in all material respects.

Governmentwide Treasury Account Symbol Adjusted Trial-Balance System (GTAS) has
replaced the Federal Agencies’ Centralized Trial Balance System (FACTS) I and 1L

For detailed responsibilities and procedures on the appropriate management controls and
activities for the recording, distributing, and reporting of budgetary actions taken prior to, at the
start of, during, and at the end of the FY, refer to Financial Resource Management Manual -
Procedures (FRMM-P), COMDTINST M7100.4 (series), Chapter 5 (Budget Execution).

5.1.1 Purpose

This Chapter defines Coast Guard funds control objectives and specifies the policies necessary to
meet those objectives. It prescribes a system for positive administrative control of funds
designed to restrict obligations and expenditures against each appropriation or fund to the
amount available therein and for the purposes authorized. It also provides the basis for
compliance with statutory requirements and central agency regulatory authorities throughout the
Coast Guard. These instructions supplement the budget execution and management control
regulations found in the Office of Management and Budget (OMB) Circular A-11.
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This Chapter consolidates current legal, regulatory, and administrative policies applicable to the
Coast Guard and provides guidelines and appropriate management controls for recording,
distributing, managing, reporting budget authority and reviewing the status of funds. It identifies
the key BRM processes, the point within the FY when the activities defining those processes are
carried out, and the individuals responsible for meeting the standards established within each
process. It also prescribes the activities that shall be followed to fully execute the Coast Guard’s
annual operating budget responsibilities.

5.1.2 Scope

This Chapter prescribes BRM policies required to comply with laws and regulations pertaining
to all Coast Guard funds. All appropriations or funds, regardless of their purpose or source,
available for obligation and expenditure to the Coast Guard, whether apportioned or
unapportioned, are subject to these requirements.

Control of funds requires the exercise of procedural restraints to prevent the incurring of
obligations and expenditures beyond established periods of availability, in excess of authorized
amounts, or for other than authorized purposes. The Coast Guard shall establish administrative
controls at the highest practicable organizational level consistent with assigned responsibilities
for carrying out authorized programs. These administrative controls are initiated through the
formal distribution of funds to the position or individual designated in writing to fulfill this
responsibility. This individual is also responsible for the subsequent issuance of funding
authority to Coast Guard operating officials.

These general policies also apply, to the extent applicable, to funds transferred to other Federal
agencies under specific legislative transfer authorities, and to funds transferred to other Federal
agencies under the Economy Act.

These provisions apply to all transactions, transaction processing, and data summarizations
needed to meet reporting requirements prescribed in regulation and statute that pertain to the
budgetary accounts of the U.S. Standard General Ledger (USSGL). All Coast Guard
organizations and officials involved in the transactions identified in these budgetary accounts are
subject to these policies.

These policies do not apply to nonappropriated fund instrumentalities (NAFIs) that are covered
in other Coast Guard financial policies.
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5.2 Authorities

1.

10.

11.

12.

13.

14.

15.

Antideficiency Act, as amended. 31 USC 1341-1342, 1349-1351, 1511-1519.
https://www.gpo.gov/fdsys/pkg/USCODE-2011-title3 1/pdf/USCODE-2011-title31.pdf
Budget and Accounting Act of 1921, as amended. 31 USC 1101, 1104-1108, 3324.
https://www.gpo.gov/fdsys/pkg/USCODE-2011-title3 1/pdf/USCODE-2011-title31.pdf

Budget and Accounting Procedures Act of 1950. 31 USC 1112, 1531-1533, 1536,
3511-3512, 3524.

https://www.epo.gov/tdsys/pkg/USCODE-2011-title31/pdf/USCODE-2011-title31.pdf
Chief Financial Officers Act of 1990.

http://govinfo.library.unt.edu/npr/library/misc/cfo.html

Department of Homeland Security Financial Accountability Act. PL 108-330.
https://www.gpo.gov/fdsys/pkg/PLAW-108publ330/content-detail.html
Economy Act of June 30, 1932. 31 USC 1535-1536.

https://www.epo.gov/fdsys/pkg/USCODE-2011-title31/pdf/USCODE-2011-title31-
subtitlelI-chap15-subchaplll-sec1535.pdf

Federal Financial Management Improvement Act of 1996 (FFMIA).
https://www.gpo.gov/fdsys/pkg/PL AW-104publ208/pdf/PLAW-104publ208.pdf
Federal Managers’ Financial Integrity Act of 1982 (FMFIA).

https://obamawhitehouse.archives.gov/omb/financial fmfial982

Government Management Reform Act of 1994 (GMRA).
https://govinfo.library.unt.edu/npt/library/misc/s2170.html

Government Performance and Results Act of 1993 (GPRA).
https://www.whitehouse.gov/omb/information-for-agencies

Impoundment Control Act of 1974. PL 93-344.
https://www.gpo.gov/fdsys/pkg/STATUTE-88/pdf/STATUTE-88-Pg297.pdf
Oil Pollution Act of 1990. 33 USC 2701-2761.
https://www.gpo.gov/fdsys/pkg/STATUTE-104/pdf/STATUTE-104-Pg484.pdf
Paperwork Reduction Act, as amended. 44 USC 3501-3520.
http://www.gpo.gov/fdsys/pkg/USCODE-2008-title44/html/USCODE-2008-title44.htm
Supplemental Appropriations Act of 1950. 31 USC 1501-1502.

https://www.epo.gov/fdsys/pke/USCODE-2005-title31/pdf/USCODE-2005-title31-
subtitlell-chap15-subchapl.pdf

10 USC 2601. General gift funds.
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https://www.gpo.gov/fdsys/pkg/USCODE-2011-title31/pdf/USCODE-2011-title31.pdf
http://govinfo.library.unt.edu/npr/library/misc/cfo.html
https://www.gpo.gov/fdsys/pkg/PLAW-108publ330/content-detail.html
https://www.gpo.gov/fdsys/pkg/USCODE-2011-title31/pdf/USCODE-2011-title31-subtitleII-chap15-subchapIII-sec1535.pdf
https://www.gpo.gov/fdsys/pkg/USCODE-2011-title31/pdf/USCODE-2011-title31-subtitleII-chap15-subchapIII-sec1535.pdf
https://www.gpo.gov/fdsys/pkg/PLAW-104publ208/pdf/PLAW-104publ208.pdf
https://obamawhitehouse.archives.gov/omb/financial_fmfia1982
https://govinfo.library.unt.edu/npr/library/misc/s2170.html
https://www.whitehouse.gov/omb/information-for-agencies
https://www.gpo.gov/fdsys/pkg/STATUTE-88/pdf/STATUTE-88-Pg297.pdf
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https://www.gpo.gov/fdsys/pkg/USCODE-2005-title31/pdf/USCODE-2005-title31-subtitleII-chap15-subchapI.pdf
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https://www.epo.gov/fdsys/pkeg/USCODE-2012-title10/pdf/USCODE-2012-title10-
subtitleA-partlV-chap155-sec2601.pdf

16. 14 USC 712. Contracts with Government-owned establishments for work and material.

http://uscode.house.gov/

17. 14 USC 1901. Administration of Academy.
http://uscode.house.gov/

18. 14 USC 1927. Cadets; initial clothing allowance.
http://uscode.house.gov/

19. 14 USC 939. Accounting for industrial work.
http://uscode.house.gov/

20. 14 USC 941. Coast Guard Supply Fund.
http://uscode.house.gov/

21. 14 USC 2946. Coast Guard Housing Fund.
http://uscode.house.gov/

22.31 USC 1551-1557. Appropriation Accounting -- Closing Accounts.

https://www.epo.gov/fdsys/pkg/USCODE-2010-title31/pdf/USCODE-2010-title31-
subtitlelI-chap15-subchaplV.pdf

23. 41 USC Chapter 7. Public Contracts -- Office of Federal Procurement Policy.

https://www.gpo.gov/fdsys/pkeg/USCODE-2009-title4 1/html/USCODE-2009-title41-
chap7.htm
24. 48 CFR Chapter 1. Federal Acquisition Regulation (FAR).

https://www.gpo.gov/fdsys/pkg/CFR-2003-title48-voll/pdf/CFR-2003-title48-voll.pdf
25. Government Accountability Office, Principles of Federal Appropriations Law.

http://www.gao.gov/legal/red-book/current-edition

26. Government Accountability Office, Standards for Internal Control in the Federal
Government, GAO-14-704G, September 2014.

http://www.gao.gov/greenbook/overview

27. Federal Accounting Standards Advisory Board, Statement of Federal Financial
Accounting Standards (SFFAS) No. 1, Accounting for Selected Assets and Liabilities,
March 1993.

http://files.fasab.gov/pdffiles/2016 fasab handbook.pdf

28. Federal Accounting Standards Advisory Board, Statement of Federal Financial
Accounting Standards (SFFAS) No. 4, Managerial Cost Accounting Standards and
Concepts, July 1995.

http://files.fasab.gov/pdffiles/2016 fasab handbook.pdf
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https://www.gpo.gov/fdsys/pkg/USCODE-2012-title10/pdf/USCODE-2012-title10-subtitleA-partIV-chap155-sec2601.pdf
https://www.gpo.gov/fdsys/pkg/USCODE-2012-title10/pdf/USCODE-2012-title10-subtitleA-partIV-chap155-sec2601.pdf
http://uscode.house.gov/
http://uscode.house.gov/
http://uscode.house.gov/
http://uscode.house.gov/
http://uscode.house.gov/
http://uscode.house.gov/
https://www.gpo.gov/fdsys/pkg/USCODE-2010-title31/pdf/USCODE-2010-title31-subtitleII-chap15-subchapIV.pdf
https://www.gpo.gov/fdsys/pkg/USCODE-2010-title31/pdf/USCODE-2010-title31-subtitleII-chap15-subchapIV.pdf
https://www.gpo.gov/fdsys/pkg/USCODE-2009-title41/html/USCODE-2009-title41-chap7.htm
https://www.gpo.gov/fdsys/pkg/USCODE-2009-title41/html/USCODE-2009-title41-chap7.htm
https://www.gpo.gov/fdsys/pkg/CFR-2003-title48-vol1/pdf/CFR-2003-title48-vol1.pdf
http://www.gao.gov/legal/red-book/current-edition
http://www.gao.gov/greenbook/overview
http://files.fasab.gov/pdffiles/2016_fasab_handbook.pdf
http://files.fasab.gov/pdffiles/2016_fasab_handbook.pdf

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.
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Federal Accounting Standards Advisory Board, Statement of Federal Financial
Accounting Standards (SFFAS) No. 7, Accounting for Revenue and Other Financing
Sources and Concepts for Reconciling Budgetary and Financial Accounting, May 1996.

http://files.fasab.gov/pdffiles/2016_fasab_handbook.pdf

Office of Management and Budget, Circular A-11, Preparation, Submission, and
Execution of the Budget, Part 4, June 2015.

https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Office of Management and Budget, Circular A-25, Transmittal Memorandum No. 1, User
Charges, July 1993.

https://www.whitehouse.gov/omb/information-for-agencies/memoranda/

Office of Management and Budget, Circular A-97, Rules and Regulations Permitting
Federal Agencies to Provide Specialized or Technical Services to State and Local Units
of Government Under Title Il of the Intergovernmental Cooperation Act of 1968, August
1969.

https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Office of Management and Budget, Circular A-123, Management’s Responsibility for
Internal Control, December 2004.

https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Office of Management and Budget, Memorandum M-13-23, Appendix D to Circular No.
A-123, Compliance with the Federal Financial Management Improvement Act of 1996,
September 2013.

https://www.whitehouse.gov/omb/information-for-agencies/memoranda/

Office of Management and Budget, Circular A-130, Transmittal Memorandum No. 4,
Management of Federal Information Resources, November 2000.

https://www.whitehouse.gov/omb/information-for-agencies/memoranda/

Office of Management and Budget, Circular A-136, Financial Reporting Requirements.

https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Office of Federal Financial Management, Federal Financial Management Systems
Requirements (FFMSR), Core Financial System Requirements, OFFM-NO-0106,
January 2006.

https://www.whitehouse.gov/omb/information-for-agencies

Financial Systems Integration Office (FSIO), Financial Management Systems Standard
Business Processes for US Government Agencies, July 2008.

Department of the Treasury, Bureau of the Fiscal Service, Treasury Financial Manual.

http://tfm.fiscal.treasury.gov/

Department of the Treasury, Bureau of the Fiscal Service, U.S. Government Standard
General Ledger, Supplement No. S2 Treasury Financial Manual [series].

https://www.fiscal.treasury.gov/fsreports/ref/ussgl/ussgl home.htm
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41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

Department of Homeland Security, Department of Homeland Security Acquisition
Manual (HSAM), October 2009.

https://www.dhs.gov/xlibrary/assets/opnbiz/cpo_hsam.pdf

Department of Homeland Security, Designation as Responsible Party for ICOFR Key
Process Ownership - Budgetary Resource Management.

Department of Homeland Security, Chief Financial Officer, Financial Management
Policy Manual (FMPM), Section 2.4, “Budget Execution.”

http://cfo-policy.dhs.gov/default.aspx

Department of Homeland Security, Office of Financial Management, Component
Requirements Guide for Financial Reporting (series).

http://cfo-policy.dhs.gov/default.aspx

Head of Contracting Activity Governance Memorandum (HCA-GM 13.0-0) Purchases
Using Simplified Acquisition Procedures, October 2016.

http://www.dcms.uscg.mil/directives
Coast Guard Acquisition Procedures (CGAP).

http://www.dcms.uscg.mil/directives
Management’s Responsibility for Internal Control, COMDTINST 5200.10 (series).

http://www.dcms.uscg.mil/directives
Reimbursable Standard Rates, COMDTINST 7310.1 (series).
http://www.dcms.uscg.mil/directives

U.S. Coast Guard, COCO Alert 08-48, “Quarterly Certification of Undelivered Orders
(UDOs).”

http://www.dcms.uscg.mil/directives

Information and Life Cycle Management Manual, COMDTINST M5212.12 (series).
http://www.dcms.uscg.mil/directives

Major Systems Acquisition Manual (MSAM), COMDTINST M5000.10 (series).

http://www.dcms.uscg.mil/directives

5.3 Responsibilities

The Subsections that follow specify general roles and responsibilities of Coast Guard managers.

5.3.1

Coast Guard Financial Management Organizations

5.3.1.1 Commandant (CG-00)

1.

Commandant (CG-00) has overall responsibility for the BRM process, including proper
funds control and the reporting of violations of such controls.
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Commandant (CG-00) has delegated the authority to carry out the funds control
provisions to Commandant (CG-8).

5.3.1.2 Assistant Commandant for Resources (CG-8)/Chief Financial Officer

(CFO)

Commandant (CG-8), assisted by the Deputy Assistant Commandant (CG-8D), handles the day-
to-day management of appropriated funds, and is responsible for:

1.

Overseeing the Coast Guard planning and programming process and, where appropriate,
directing the planning processes pertaining to the Coast Guard’s financial resources. The
budget formulation and execution process is the purview of Commandant (CG-8) and tied
to strategic planning and performance.

Complying with laws and regulations pertaining to financial management. This
responsibility includes the authority to enforce accountability for resource and financial
funds control violations, to include personal performance documentation, Uniform Code
of Military Justice enforcement, and appointment of an Administrative Investigator for
potential Antideficiency Act (ADA) violations.

Establishing and maintaining a robust internal audit function over all three areas of
internal control identified in OMB Circular A-123: effectiveness and efficiency of
operations, reliability of financial reporting, and compliance with applicable laws and
regulations. As a result, Commandant (CG-8) has authority to set Coast Guard policy for
the establishment, operation, evaluation, and improvement of management controls
(internal controls).

Overseeing the status of all appropriations and funds, and reporting on the financial
condition of the Coast Guard to Commandant (CG-00) and other executive staff.

Establishing configuration controls over data quality, data assurance, and data
architecture for all Coast Guard financial performance data.

Implementing financial management policy, procedures, and internal controls, including
the establishment of appropriate funds control limits and other budgetary transactions.

5.3.1.3 Office of Resource Management (CG-83)

Commandant (CG-83) assists Commandant (CG-8) through the oversight of all Coast Guard
appropriations and is responsible for:

1.
2.
3.

Establishing, implementing, and managing Coast Guard BRM policies and procedures.
Managing the Coast Guard budget execution processes.

Reviewing and transmitting appropriate budget-related communications to DHS and
OMB, including required budgetary data and analyses.

Providing oversight over Finance Center (FINCEN) budgetary accounting.

5.3.1.4 Office of Financial Policy, Reporting, and Property (CG-84)
Commandant (CG-84) is responsible for:

5-7



COMDTINST M7100.3F

. Developing, issuing, and updating this Manual.

Overseeing Coast Guard internal control policies, including funds control.

Supporting the Coast Guard’s funds control objectives by overseeing the establishment of
compliant financial management systems.

Overseeing the development and implementation of financial management training plans
that address the needs of all Coast Guard employees with financial management
responsibilities.

Providing oversight over FINCEN’s implementation of this Manual’s policies and
procedures.

5.3.1.5 FINCEN
FINCEN is responsible for:

1.

Compiling, developing, and reporting Coast Guard budgetary and proprietary accounting
information.

Implementing budgetary and proprietary policies and establishing related procedures to
carry out budgetary and accounting functions.

3. Providing accounting support for Coast Guard units and staff.

Documenting and maintaining the process for entering and supervising the processing of
approved transactions into the Coast Guard’s accounting system of record.

5.3.2 Coast Guard Central Management Organizations Other Than Financial

5.3.2.1 Assistant Commandant for Human Resources (CG-1)

Commandant (CG-1) directs the hiring and management of the Coast Guard workforce, and is
responsible for:

1.

Planning and coordinating midyear pay, benefit, and entitlement legislative or policy
changes with Commandant (CG-83).

Coordinating at each stage of the budget cycle with Commandant (CG-83) to identify the
budgetary requirements of the Supply Fund.

5.3.2.2 Engineering and Logistics Directorate (CG-4)

Commandant (CG-4) is responsible for:

1.

Coordinating at each stage of the budget cycle with Commandant (CG-83) to identify the
budgetary requirements of the Supply Fund and Yard Fund.

Executing Procurement, Construction, and Improvement (PC&I) contracts within the
boundaries of established appropriation definitions.

Working with Commandant (CG-84) and FINCEN to verify that all real property asset
transactions are properly recorded into the accounting system of record.
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5.3.2.3 Assistant Commandant for Command, Control, Communications,
Computers and Information Technology (CG-6)

Commandant (CG-6) is responsible for:

1. Establishing, maintaining, monitoring, and improving general computer controls for
financial and mixed systems, which process budget and related transactions.

2. Responding to Commandant (CG-83) system requirements to establish, maintain, and
improve application controls for all financial systems.

3. Coordinating financial management improvement projects with Commandant (CG-83)
that result in financial systems compliant with the Financial Systems Integration Office
(FSIO) Governmentwide financial system standards.

5.3.2.4 Director of Contracting and Procurement (CG-91)
Commandant (CG-91) is responsible for:

1. Advising Commandant (CG-8) of Coast Guard procurement plans and plan changes that
impact the Coast Guard’s Financial Management Operation Plan (FMOP).

2. Supporting funds control through the accurate and timely recording of commitments,
obligations, and expenditures.

3. Verifying that appropriate and adequate funding is available before signing any
contractual document.

5.3.2.5 Judge Advocate General (JAG) and Chief Counsel (CG-094)
Commandant (CG-094) is responsible for:

1. Providing advice and counsel to Commandant (CG-8) and all subordinate offices on the
availability of appropriations; the interpretation and application of laws and regulations
governing budget preparation and resource proposals; the administration, execution,
documentation, and reporting of appropriations; and budget and spending authority.

2. Providing advice and counsel to Commandant (CG-8) in support of communications with
Congress, Government Accountability Office (GAO), OMB, Department of Homeland
Security Office of the Inspector General (DHS OIG), and other third parties.

3. Providing advice and counsel to Commandant (CG-00) in the identification,
investigation, and reporting of potential ADA violations.

4. Providing advice and counsel to Commandant (CG-00) and the senior staff on the
availability of appropriated and nonappropriated funds (NAFs).

5. Facilitating coordination and cooperation with the DHS Office of General Counsel
(OGC).

5.3.3 All Coast Guard Employees Committing and Obligating Funds

Upon completion of the fund distribution process, administrative control responsibilities fall
upon all Coast Guard employees given authority to request the obligation of funds and to enter
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into the obligation. No official shall request, approve, or authorize any obligation, or make any
expenditure, beyond the total amount available within that individual’s funding authority as
recorded within the official GL, or exceed any statutory limitation that modifies or restricts the
availability of funds. Special or recurring statutory limitations on Coast Guard funds are
frequently imposed by authorization or appropriations acts, or may be imposed by other
legislation.

5.4 Actions Taken Prior to the Start of the Fiscal Year

5.4.1 Updating and Synchronizing Coast Guard Budget and Accounting
Coding Structure

Budget execution responsibilities begin with the monitoring of congressional action and likely
OMB apportionment restrictions for the current year in order to identify prospective changes to
the Coast Guard’s budget and accounting structures. To carry out budget execution in a manner
consistent with the formulation of the budget, the Coast Guard shall establish a uniform method
of coordinating the development of instructions to identify and classify financial activity for
budgeting, internal/external accounting, and reporting purposes within their standard policies and
procedures.

FINCEN shall issue the official reference for classification and coding of all financial activity
used in the generation of management reports. The reference shall establish the detailed internal
coding required to develop reports that accommodate the classifications used by OMB, the
Department of the Treasury (Treasury), and the Congress.

Commandant (CG-84) shall exercise functional supervision over the application of the coding
structure to all financial systems and operations. A change approval process shall provide for
specific forms and levels of approval in order that coding changes and the establishment of new
entities are consistent with the control objectives established in the FMOP, and the availability of
the recommended codes within the current structure.

5.4.2 Preparing Apportionments Required Prior to the Start of the Year

By 21 August of each FY, OMB requires DHS to request the apportionment of estimated
resources to be carried forward in the ensuing FY for each Treasury Appropriation Fund Symbol
(TAFS). (See OMB Circular A-11.) The Coast Guard is required to submit these apportionment
requests to OMB through DHS, as prescribed in annual guidance, in advance of 21 August for
the FY to begin on 1 October. These apportionment requirements apply if any part of the
budgetary resources for a TAFS is not determined by current action of the Congress. For
example, these include:

1. Multi-year and no-year TAFS anticipated prior-year unobligated balances to be carried
forward in the ensuing FY;

2. TAFS with new budget authority that will become available in the ensuing FY under
permanent appropriations, such as permanent budget authority in trust funds; and

3. Anticipated and realized collections to be credited to revolving funds.
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As required by 31 USC 1513, these initial apportionments are to include estimates for permanent
appropriations in trust funds, balances in revolving funds, and other income, such as recoveries
of obligations made in the prior year and balances of prior-year budget authority in multi-year
and no-year appropriation accounts (OMB Circular A-11, lines 1-6 on the Apportionment and
Reapportionment Schedule, Form SF 132).

These initial apportionments shall also provide the estimated full-year obligational authority to
be established for revolving and trust funds, i.e., the income anticipated for the entire FY. The
amounts apportioned, allotted, and issued as allowances shall be in place and recorded in the
accounting system of record by 1 October. Commandant (CG-83) shall establish appropriate
controls to ensure that no obligations are incurred against these budgetary resources prior to the
receipt of OMB-approved apportionments and corresponding DHS-approved allotments.

OMB policy provides that estimated resources apportioned prior to the start of the FY be made
available within an agency’s funds control system only to the extent that these resources are
realized. Procedures shall be established to guide appropriation managers who are tasked with
the development of estimates of the budgetary resources in these initial appropriation and fund
accounts.

Reapportionments in the revolving funds may also be necessitated by substantial changes in
those appropriations that provide the income to the funds. Since the initial apportionments may
be made prior to the time congressional action is completed, the estimates of collections to be
realized by the funds may be impacted. Higher or lower than anticipated appropriations to the
Operations & Support (O&S) account or the Acquisition, Construction, & Improvements (PC&I)
account, for example, could result in comparable changes in obligations needed by the Supply
Fund and Yard Fund to support those appropriations.

New apportionment actions for the current FY are independent of all previous apportionment
actions. Subsequent reapportionments supersede previous apportionment actions taken during
the year and will cover all transactions from the beginning of the current year.

5.4.3 Monitoring the Status of Appropriation Bills

At the start of each FY, there is normally some period of uncertainty as to the final level of
funding that will be available for current-year operations. Appropriations may be delayed and,
even if enacted, further actions may be contemplated by the Administration or the Congress that
changes the level of funding for programs planned in the initial budget request. Timing
requirements for the first apportionment of funds for all resources available in the entire FY is
dependent on the date of enactment of appropriations. Appropriate guidance on the status of
funds shall be issued prior to the start of the FY by Commandant (CG-8) to all Coast Guard
employees with budget execution responsibilities.

Commandant (CG-83) shall submit recommendations to Commandant (CG-8) that will provide
general guidance on what obligations may be incurred at the start of year and what measures
shall be taken to establish funds controls in the accounting system of record e.g., the point at
which to turn on hard funds controls (those automated systems controls that prevent the
recording of an obligation), and soft funds controls (those automated system controls that
provide advisory warnings that fund limitations will be breached).

Commandant (CG-83) shall be prepared to advise Commandant (CG-8) well in advance of
circumstances or events that provide advisory warnings that funds limitations will be breached.
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The following Subsections provide general guidance, which may be superseded by more specific
guidance for the current year that might be issued by OMB and DHS related to operations under
a continuing resolution and a shutdown of certain operations.

5.5 Actions Taken at the Start of the Fiscal Year

5.5.1 Establishing Funding under a Continuing Resolution

When annual appropriations have not been enacted by the first day of the FY, Congress usually
provides interim financing in the form of a continuing resolution for the continued operation of
ongoing programs. In the language of the continuing resolution, Congress prohibits the
financing of new programs before the enactment of the regular appropriation for the year. When
a continuing resolution has been enacted, DHS sends an allocation table of the amount for each
appropriation which, under the terms of the resolution, shall be the basis for fund distribution and
funds control over the period covered by the continuing resolution.

5.5.2 Managing Operations under a Continuing Resolution

Congress usually enacts a continuing resolution to cover a limited period of time, such as a
month or a calendar quarter. Rarely, Congress enacts a continuing resolution that covers the
remainder of a FY. Usually, continuing resolutions do not appropriate specific amounts.
Instead, they provide guidance for the rate of operation for continuing programs at minimal
levels (this is addressed in more detail below). The continuing resolution usually specifies that
appropriated amounts will cease to be available when one of the following conditions is met
(whichever occurs first):

1. If the activity is later funded by a regular appropriation;

2. If Congress intends to end the activity by enacting an applicable appropriation act
without providing for the activity; or

3. As of the fixed cutoff date of the continuing resolution.

Normally, OMB does not require agencies to submit apportionment requests (Apportionment and
Reapportionment Schedule, Form SF 132) under a continuing resolution. Instead, OMB issues a
bulletin that automatically apportions resources based on the formulas outlined in the bulletin.
The Coast Guard shall submit written apportionment requests if, for reasons such as seasonality,
the normal pattern of obligations is expected to exceed the prorated level calculated under the
automatic apportionment.

For mandatory appropriations under continuing resolutions, there is generally a provision
requiring entitlement programs to continue operations at a rate necessary to maintain program
levels under current law. A written exception apportionment may be necessary from OMB to
ensure obligations during the period will not exceed the amount automatically apportioned.

Treasury generally does not issue warrants under a continuing resolution. Treasury warrants are
normally issued only upon enactment of the regular appropriation. Exceptions may be made and
the Coast Guard may request warrants from Treasury through DHS:

1. When the continuing resolution covers specific mandatory Federal payments;

5-12



COMDTINST M7100.3F

2. On a case-by-case basis after the second quarter of the FY; or
3. [If the continuing resolution covers the entire year.

The wording of each continuing resolution is unique and designed to cover the specific
circumstances in effect at the time that it is enacted. A continuing resolution generally, but not
always, specifies that interim obligating authority is provided at a rate equal to the lesser of:
amounts contained in the President’s Budget; the lowest amount provided by congressional
action to the date of the resolution (House action, Senate action, or conference committee
action); or the current rate.

For an annual appropriation, the “current rate” is normally estimated as the amount appropriated
for the program in the preceding year. For programs financed from multi-year and no-year
appropriations in the preceding year, the current rate has been defined as an amount equal to the
total funds appropriated for the previous FY, plus the total of unobligated budget authority
carried over from prior years, less the total of unobligated budget authority carried over to the
current FY. OMB will issue specific guidance covering these and other terms that are contained
in continuing resolutions.

During periods funded by continuing resolutions, obligations shall be restricted to those
necessary to carry out essential operations and establish a level of program operations that will
be consistent with the likely outcome of congressional action on appropriations for the current
year.

Commandant (CG-83) shall issue guidelines whenever funding is temporarily available under
continuing authority to cover the many unique conditions and limitations that may be contained
in appropriation acts under continuing resolutions. The issued guidance will supplement the
following general guidelines that are normally contained in OMB and DHS guidance:

1. Obligations shall be limited to those necessary to maintain and avoid disruption of
operations.

2. Obligations shall not be deferred in situations in which they are needed to preserve life
and property, or situations in which the delay in obligations causes greater utilization of
funds at a later time.

3. Excessive rates of obligation shall be avoided in sensitive policy areas in which
deliberations over final funding levels are still being actively pursued by the
Administration and the Congress so as to pre-empt appropriation decisions.

4. Prior-year balances and reimbursable authority shall not be used to increase the rate of
obligation for a program or project above the annualized levels prescribed in the
continuing resolution.

5. Obligations in the new FY shall not be incurred at an increased rate for levels of effort
proposed in the pending President’s submission, or in anticipation of congressional
increases pending the annual appropriation acts, without the approval of Commandant
(CG-83).

6. Program initiatives or new projects scheduled to begin in the current year shall not begin
until appropriations are enacted.

7. No hiring, contract awards, or other actions representing program increases shall be taken
in anticipation of funding.
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Upon enactment of regular, annual appropriations, unobligated balances of budget authority
provided under a continuing resolution do not remain available for obligation. Appropriations
bills enacted after the start of the FY contain provisions that ratify obligations made in
continuing resolutions in anticipation of the regular act, and direct that those obligations be
charged to the regular appropriation.

OMB guidance in Circular A-11 for the conduct of operations under a continuing resolution may
be found in Section 123. In addition, OMB may issue more specific guidance in a bulletin. DHS
most likely will also issue guidance.

When Congress enacts the regular appropriation bill, Treasury will issue warrants for the
amounts of the enacted appropriations. Generally, the warrant prepared for the enacted
appropriation bill requires no special action by or letter from the agency. Normal procedures for
warranting regular appropriations apply.

Treasury will handle programs exempted from the normal provisions of a continuing resolution
individually (for example, a specific amount appropriated separately or the appropriation of an
amount not based on the specified rate). Amounts provided under continuing resolutions are
subject to apportionment. Each FY, Treasury will monitor the progress of the appropriation bills
through the second quarter and will advise agencies when the continuing resolution process will
be invoked.

5.5.3 Managing Operations in the Absence of Appropriations — Funding
Hiatus

A funding hiatus occurs when there are no budgetary resources available for an activity, because
neither regular appropriations nor a continuing resolution has been enacted for the FY, and funds
that do not require current action by Congress, such as unobligated balances, are not available.
At the onset of a funding hiatus, the Coast Guard shall execute plans to shut down operations.
During an absence of appropriations, the Coast Guard must limit obligations to those essential to
maintain the minimum level of essential activities necessary to protect life and property.
Exceptions to this requirement may be made through guidance issued by DHS to support a
planned number of personnel who are military, law enforcement, direct health care providers, or
personnel identified as essential.

Additional information on this subject may be found in Chapter 6 (Continuing Operations
without Appropriations).

5.5.4 Preparing Apportionment and Reapportionment Actions upon the
Enactment of Appropriations

OMB Circular A-11, Section 120.48, requires the submission of apportionment requests from
DHS within 10 calendar days from the enactment of appropriations. OMB provides for the
expediting of apportionments in unusual circumstances in advance of the statutory requirements
given OMB to apportion funds. DHS normally issues guidelines for submission requirements
that establish submission timelines and requirements for supporting information. The Coast
Guard’s Financial Management Operation Plan (FMOP), and its companion summary, the
Monthly Execution Report, has served as the primary source of supporting information.
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5.5.5 Establishing and Recording Apportionments, Allotments, and
Suballotments

Commandant (CG-83) shall record the Coast Guard’s apportionments, allotments and
suballotments, as budgetary accounting transactions using the U.S. Standard General Ledger
(USSGL) accounts and related transaction coding to conform to the applicable Treasury
Financial Manual (TFM) as required by the Federal Financial Management Improvement Act of
1996 (FFMIA). The receipt and recording of apportioned budgetary resources by Commandant
(CG-83) establishes requirements and restrictions for budget execution and shall occur before
recording the allotments and suballotments of budgetary resources. Normally, the amounts
allotted will equal the amounts apportioned since DHS has determined that the apportionment
schedule shall be considered the allotment of funds to the Coast Guard. Under no circumstances
shall allotments issued within an account exceed the apportioned funds.

In preparing Apportionment and Reapportionment Schedule, Form SF 132, Commandant
(CG-831) and funds managers will follow the guidance provided in OMB Circular A-11 in
Sections 120, 121 and 122 and supplemental guidance provided by the DHS Financial
Management Policy Manual (FMPM). Additionally, for each line item amount reported on the
Apportionment and Reapportionment Schedule, Form SF 132, Commandant (CG-831) will
provide any supporting documentation prescribed by Commandant (CG-83). For many line
items, this supporting documentation will be recognized and recorded as new budget authority as
provided in the appropriation acts, and appropriation warrants issued by the Treasury. Treasury
warrants shall be checked to establish that the appropriate funding sources agree with the
amounts contained in the final appropriation act. In particular, Commandant (CG-831) shall
confirm that Treasury does not include amounts from the Oil Spill Liability Trust Fund in O&S,
PC&I, and Research & Development (R&D) Treasury warrants. The General Fund warrants for
these appropriations should exclude the trust fund amounts to be transferred to the accounts
when the appropriation language specifies a total that includes the trust fund transfers.

As required by OMB and/or DHS, Commandant (CG-831) shall allocate its available budgetary
resources within Apportionment and Reapportionment Schedule, Form SF 132, Section 8
(“Application of Budgetary Resources™) to Category A and Category B divisions. Category A
apportionments are by time period, e.g., quarter. Category B represents divisions by major
programs, projects, or activities (PPAs), as provided within the President’s Budget request, or
PPAs specified within Congressional Report language. Either DHS or OMB may amend the
Apportionment and Reapportionment Schedule, Form SF 132, during the process as DHS
reviews and OMB approves the document. When approved, the apportionment and its
accompanying allotment provide the Coast Guard with authority to obligate.

Since the DHS Financial Management Policy Manual (FMPM) states that OMB-approved
apportionments shall serve as DHS-approved allotment advice documentation to the Coast
Guard, DHS allotments to the Coast Guard will generally be in the same amount as the OMB-
approved apportionment. Therefore, the total amount of apportioned budget resources for each
Apportionment and Reapportionment Schedule, Form SF 132, shall serve as the allotment
amount for that appropriation or fund for the period of the apportionment unless DHS has issued
an allotment at variance with the apportionment.

Commandant (CG-831) shall provide date-stamped copies of the Apportionment and
Reapportionment Schedule, Form SF 132, to FINCEN for the posting of USSGL allotment
transactions. These postings shall be made immediately upon receipt. This standard also applies
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to later reapportionments. The exception to this policy shall be if DHS has issued specific signed
allotment advice to the Coast Guard for an apportioned TAFS; in this case, the DHS allotment
advice document serves as the Coast Guard’s allotment.

In some cases, an account may require the establishment of suballotments to enhance
management controls and to meet specific legal limitations and ceilings. When allotments are
further subdivided to control specific legal limitations within an apportionment, those
subdivisions will be clearly established through the issuance of appropriate documents to support
the recordation by FINCEN.

5.5.6 Preparing the Final Financial Management Operation Plan (FMOP)

The Coast Guard’s FMOP defines its financial management objectives. The FMOP guides and
informs senior managers at the start of each FY of resource levels available to carry out their
program missions. As the plan is modified throughout the year, many of the changes to the plan
are documented to form the budget base for the following FY’s budget submission. Thus, the
FMOP represents the bridge between the Budget Formulation and Budget Execution processes.

5.5.6.1 Coordinating with the Budget Formulation Function

The compilation of the FMOP and the formulation of the budget documents for the next FY
reflect a continuum of activity within the Commandant (CG-8) organization. The effective
coordination of these budget execution and budget formulation functions is essential to
maintaining the integrity of the Coast Guard’s financial management operations. These policies
and related procedures, when strictly observed, shall provide the assurances to DHS, OMB, and
Congress that:

1. The Coast Guard budget submitted in each FY reflects an accurate depiction of the
budgetary resources obligated and spent for the various PPAs in the prior-year column
for each appropriation.

2. The execution of the budget in the prior year was carried out within the same structural
framework and within the amounts appropriated within that framework for that year.

3. The current-year amounts represent the distribution of budgetary resources to the PPAs in
the current FMOP as provided for in the most recently enacted appropriation bill.

4. The budget base and proposed labor and non-labor pricing increases represented for each
PPA in the latest budget submission reflect the necessary adjustments to the current-year
amounts reflected in the current FMOP to maintain the PPAs at generally the same
program levels in the budget year.

5. The FMOP for the current year reflects the distribution of congressional increases and
decreases to PPAs in a manner consistent with committee reports and directions.

5.5.7 Meeting OMB Financial Plan Requirements

OMB Circular A-11, Section 120.42, prescribes that Federal agencies are to develop financial
plans that support apportionment requests. The distribution of apportioned amounts is based
upon a careful forecast of obligations to be incurred under the project plans and operations
during the year.
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The general requirements have been established in OMB Circular A-11 policy but may be
amended by the OMB examining division staff that reviews and approves the Coast Guard’s
apportionment requests.

5.5.8 Meeting DHS Operating Plan Requirements

DHS budget execution policies prescribe that the Coast Guard prepare and maintain annual
operating plans for submission to DHS. DHS’s annual guidance on budget execution should be
reviewed, and these policies and procedures updated to reflect changes.

The Coast Guard plan should be structured to reflect the entities used to implement congressional
decisions made in the latest DHS appropriations act. The plans must list the programs as
approved in the appropriations process (e.g., the PPA structure in DHS appropriations
conference committee reports), the number of full-time equivalent (FTE) personnel funded, the
available amount and sources of required funds, the phased implementation of programs, and the
financing during the FY.

The DHS Budget Division will meet with Commandant (CG-831) to review operating plans.
During the course of the year, the Budget Division will be responsible for the review of annual
obligations in conjunction with the operating plan. DHS normally conducts formal reviews for
first quarter results in February and mid-year results in May.

The focus of the reviews will be to analyze the obligation of resources to judge whether funds
are being administered in accordance with the purposes for which they were authorized and
appropriated. Staffing levels, including onboard strength and vacancies, and progress on
achieving performance metrics will be included in the review. The Monthly Execution Report is
a valuable tool for analyzing current agency operations and the status of funds shall reflect the
most current data. The framework for this report is discussed below.

The DHS Budget Division, with input from Commandant (CG-831), will review the obligations
to date and the projected surplus or deficit for each Coast Guard appropriation and PPA.
Funding projections will include the planned carryover of funds into the current FY, as displayed
in the financial plan. These analyses will be reported to DHS’s senior leadership. If significant
deviations from the plan materialize (usually an underutilization of funds greater than

10 percent) and cannot be justified to DHS Budget Division staff, the DHS CFO may initiate
formal correspondence or meetings with Coast Guard leadership to resolve any potential
differences and, where necessary, initiate the reprogramming or appropriation transfer
notification process to divert funds to programs in greater need of available funding.

DHS policies prescribe that the Coast Guard review its operating plans and provide updates as
necessary that reflect significant changes. General Coast Guard policies for managing and
controlling FMOP changes are provided in Subsection 5.6.24 (Managing Changes in the
Application of Budgetary Resources within an Appropriation).

The Coast Guard operating plan submission (currently referred to as the “Monthly Execution and
Staffing Report™) shall represent a summary of the FMOP. The appropriations to be included in
the plan shall be determined by DHS.

DHS is required to submit periodic reports to OMB on Federal outlays to assist in the monitoring
of spending and to improve Treasury Department forecasts of the Government’s daily cash
operating balances, borrowing requirements, and debt subject to legal limits, including trust and
special fund investment activity. This requirement is discussed in Section 135 of OMB Circular
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A-11 and is supplemented by periodic DHS guidance. Realistic outlay estimates, particularly for
the immediate six-month period, enable Treasury to borrow only amounts needed to finance
Government activities, thus reducing interest costs and overall cash balances maintained in the
Treasury. DHS is required to report a CG-wide total of outlays by month for all appropriations.

5.5.9 Establishing Operating Plans within the Coast Guard Funds Control
Structure

The Coast Guard’s funds control hierarchy below the appropriation level includes the allowance,
target, and program element levels. Appropriation level controls are established through OMB’s
issuance of apportionments of budgetary resources and DHS’s issuance of allotments at the
appropriation level to the Commandant of the Coast Guard. These control points are prescribed
in law and OMB/DHS regulations. Below the appropriation level, the Coast Guard has
considerable flexibility in establishing the funds control structure within each appropriation.
(See Principles of Appropriations Law, Third Edition, Volume II, Page 6-142.)

Commandant (CG-831) for each appropriation or fund is hereby given the authority to determine
the specific elements of funds control needed to meet Coast Guard funds control objectives. In
most cases, Commandant (CG-831) is carrying out the budget decisions made by Commandant
(CG-8) in deliberations with the executive staff of the Coast Guard. These elements shall also
serve as the basis for defining the structure of the FMOP (at the allowance level) and the various
operating plans derived from the FMOP document (“spend” plans developed at the target and
program element levels). Commandant (CG-831) shall maintain documentation of the funds
control structure and delegate the funds control responsibilities in writing to a designated
allowance manager. In exercising this authority, Commandant (CG-831) shall observe the
following general guidelines in establishing and applying the following elements of funds
control:

5.5.9.1 Allowances

1. Commandant (CG-831) has the authority to withhold and reserve amounts from the
allowances in order to meet unforeseen requirements of the appropriation that are not
covered by the allowances, or to provide for contingencies within the appropriation. For
example, highly volatile price fluctuations for certain goods and services, e.g., fuel, may
require the reservation of funds from other object classes of expenditure to meet year-end
requirements for fuel.

2. Groupings of allowances may be used to define these limitations and other funds control
entities required to improve the management of funds.

5.5.9.2 Targets

1. Allowance managers, in consultation with and at the direction of Commandant (CG-831),
shall establish the targets that represent appropriate organizational and geographical
groupings within each allowance. The establishment and definition of targets is dictated
largely by the executive staff of the Coast Guard in the budget formulation and other
management processes. Allowance managers shall transmit target amounts to a specific
individual within the target entity to carry out the numerous responsibilities outlined for
target managers in this and related Coast Guard policies. The allowance manager, in the
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delegation of authority to the target manager, shall convey the authority to redistribute
funds from one target manager covered by the allowance to another target manager.
Such delegations shall establish certain thresholds for the redistribution of those amounts
and establish any other terms and conditions governing the movement of funds.

Funding is generally provided to targets when a project, facility, program, or requirement
is first established. For districts, a system of budget forecasting — the Operations Budget
Model — may be applied to determine the distribution of funds. In subsequent years this
funding generally becomes a part of the target base. (The base is automatically provided
each year at the same level as in previous years, unless significant changes to
requirements, including cost of living adjustments, occur). When a facility is
decommissioned or a requirement is no longer needed, funding is withdrawn from the
base. Each major Headquarters (HQ) unit, as defined and documented by Commandant
(CG-831), shall be treated in much the same manner as a target.

When issuing target amounts, allowance managers shall inform target managers of any
special limitations that apply to the target. For example, target managers should be
advised specifically when portions of the amount distributed to the target may pertain to
certain suballotments of funds for a certain purpose (e.g., PPAs funded in specific
amounts in language within the appropriation) that is subject to the ADA.

Allowance managers shall allocate amounts to each target so that the totals allocated do
not exceed the amounts provided to the allowance within the FMOP, the related funds
controls entered into the accounting system of record, related Monthly Expenditure and
Staffing Reports, and other reports prepared for the purpose of monitoring the status of
funds.

Smaller appropriations may not require a target level of funds control to provide adequate
safeguards over the rate of obligation and application of budgetary resources.

Allowance managers, in consultation with Commandant (CG-831), shall direct the
development of appropriate target operating plans, e.g., a distribution of main object
classes by quarter, to support the funds control requirements established within the
allowances reflected in the FMOP.

5.5.9.3 Program Elements

1.

Target managers, in consultation with and at the direction of related appropriation and
allowance managers, shall establish program elements to serve as the basic building
blocks within the funds control hierarchy.

All appropriations and funds covered by these BRM guidelines shall establish at least one
program element within each TAFS.

All obligations managed within the FMOP shall be made from a program element that is
clearly linked to a related target and allowance within the appropriation.

The authority to establish program elements may be delegated by Commandant (CG-831)
and allowance managers to the target manager.

The target manager shall require that program elements be executed with a positive
balance and that no financial transaction shall be approved which causes a negative
balance.
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6. The target manager may require the development of program element operating plans.
For example, planning by “object class codes,” including expenditure by quarter, and
monitoring expenditure rates to the extent necessary to keep the target’s obligations
within its funds control limits.

7. Care should be exercised in establishing only those program elements required to execute
the budget efficiently and effectively. The establishment of excessive numbers of
program elements can result in a highly fragmented budget execution plan for the
appropriation because it can result in numerous small balances at year-end that require
excessive time to properly manage.

5.5.10 Coordinating L.egal Requirements from Appropriations [.anguage
with the Judge Advocate General & Chief Counsel (CG-094)

5.5.10.1 Appropriations Language Review Process

Prior to the enactment of Coast Guard appropriations, Commandant (CG-831) shall continually
monitor and review the specific versions of appropriations language coming out of the House,
Senate, and conference committee reports. The review shall focus on structural changes in
appropriation language from the appropriations enacted in the prior year.

As changes are reviewed and developed further in the appropriations process, Commandant
(CG-831) should consult informally with Commandant (CG-094) legal staff to determine the
effects of enactment of the provisions on the Coast Guard’s funds control system. For example,
certain changes made in the appropriation language may impose a new condition or limitation
subject to the ADA’s provisions. FINCEN and other financial systems staff should be kept
apprised of these developments to make systems changes and publish classification structure
changes required to support funds control. These actions should be taken in a timely fashion
after enactment of the Coast Guard’s appropriations.

These language changes should also be reviewed to determine whether the language changes
might require a modification to the apportionment request to OMB. For example, specific
earmarks of amounts for specific programs, projects, or activities that were previously only
contained in conference appropriation reports — and not in the language of the appropriation act
itself — should generally be treated as separate Category B apportionments within the TAFS of
that appropriation. This change will provide the necessary breakout of obligations related to the
Category B limitations and the status of obligations against those limitations in the external
Report on Budget Execution and Budgetary Resources, Form SF 133, reports. The obligation of
funds in excess of the earmarks prescribed in language and/or the comparable amount
established in the Apportionment and Reapportionment Schedule, Form SF 132, constitute
violations of the ADA.

After completing the appropriations language review, Commandant (CG-831) shall issue an
analysis of all appropriations language changes (other than changes to amounts). In many
instances, some appropriations language may contain nonmonetary limitations on fund use. For
example, a limitation on the purchase of certain numbers of passenger vehicles may be included.
The appropriations language review shall identify the types of procurement or other
administrative controls that will be used to meet these and similar legislative provisions, and the
individual or organization that will be responsible for compliance. The appropriation language
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review shall also include any special provisions contained in the DHS general provisions that
apply to the Coast Guard and any Governmentwide general provisions contained in Treasury’s
appropriation.

On occasion, an appropriation act provision may establish a floor on spending for a specific line
item in the Coast Guard budget. These provisions are generally considered to preclude the use of
the designated funds for any other purpose. The FMOP should identify these and similar
circumstances that apply to the funding distributions contained in the plan.

The appropriations language review shall be incorporated as an integral part of the FMOP and
distributed to Coast Guard component organizations to increase awareness of the legislative
framework in which the budget must be executed.

5.5.10.2 Delineating Appropriations Language and Reprogramming Limitations
in FMOP Documents

Commandant (CG-831) shall take the opportunity, upon the release of the FMOP, to remind
allowance managers of the general requirements of the ADA as discussed in Chapter 3
(Administrative Control of Funds). Allowance managers may be fully aware that they could be
held responsible for an ADA violation if an overobligation of authority in their allowance causes
the overobligation of amounts apportioned and/or allotted to the appropriation as a whole.
However, these managers may not be aware of potential violations of the act that pertains to
special limitations passed by the Congress. Therefore, Commandant (CG-831) shall clearly
delineate in its portion of the FMOP any special limitations that may apply to the distribution of
funds to the allowances within the appropriation. Allowance managers should be constructively
notified in the plan when there are special limitations subject to the ADA within the
appropriation. When, for example, a provision of the appropriation act identified in the
appropriation language review establishes a ceiling on a specific project, program, activity,
object class, etc., the FMOP shall identify, in the body of the plan or in a footnote, those
allowances whose funding is subject to those provisions. See Subsection 5.5.11 (Statutory and
Administrative Ceilings — Ceilings in the Authorization Process) in this Manual for additional
information on statutory and administrative ceilings.

5.5.11 Statutory and Administrative Ceilings — Ceilings in the Authorization
Process

For example, the Coast Guard authorization acts generally contain specific levels for end-of-year
active duty military strength as a statutory and administrative ceiling. The Assistant
Commandant for Human Resources (CG-1) manages the active duty strength based on the
section of the act that specifies authorized levels of military strength and training. In addition,
the Selected Reserve strength is also a statutory and administrative ceiling as enacted in the DOD
authorization act and identified as the “maximum” authorized strength of the Coast Guard
Selected Reserve. It requires Commandant (CG-1) to maintain the selected reserve strength
(within that maximum) at a number that can be fully trained at the funding level appropriated.
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5.5.11.1 Civilian Employment Ceilings

Coast Guard budget allowances for the budget year usually include FTE ceilings on full-time
permanent civilian employment. Increases to the FTE ceiling for part-time and temporary
employment can come from the full-time FTE ceiling.

An FTE ceiling represents the total number of work years that an agency may incur in each
category. The OMB and Congressional Stage allowances normally include an update of the
current-year ceiling. The Office of the Secretary for DHS issues this ceiling to the Programs
Division. DHS and their Office of Personnel receive a monthly report detailing civilian
employment.

5.5.11.1.1 Interim Ceilings and Hiring Constraints

In addition to the OMB-imposed 30 September ceiling, it is possible that the Secretary might
wish to impose more restrictive controls. This may be in the form of hiring constraints (e.g.,
three-for-four) or total employment targets for other than 30 September. As far as the Coast
Guard is concerned, both ceilings are equally binding, but the opportunity for relief from
departmental-imposed ceilings is obviously greater.

5.5.11.2 Cash Outlay Ceilings

Cash outlay ceilings are additional administrative controls that OMB can impose. This is
normally received as a total ceiling for all appropriations and funds. Updates occur upon receipt
of budget-year allowances, and after Congressional action on pay, supplemental, and regular
appropriations.

Outlay ceilings are a subdivision of a statutory ceiling imposed on the executive branch by
Congress.

5.5.11.3 Other Ceilings in Appropriation Language — Passenger Vehicles

Appropriation language limits the number of passenger vehicles the Coast Guard may purchase
or lease each year. Recent appropriation language limited passenger motor vehicle purchase or
lease to be for replacement only. The definition of passenger vehicles includes sedans, station
wagons, ambulances, and buses. A vehicle transferred from another Federal Government
department constitutes a purchase. A detailed explanation of the Coast Guard vehicle program is
located in the Motor Vehicle Manual, COMDTINST M11240.9 (series).

5.5.11.3.1 Operation of Aircraft

The number of aircraft, including helicopters, which the Coast Guard may operate during a fiscal
year, comes from the prior authorization or appropriation language. This limitation does not
include aircraft in storage, but it does include those “support™ aircraft that are used to replace
aircraft withdrawn from air units for overhaul or other purposes.
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5.5.11.4 Dependent Schooling Overseas — DOD Ceiling

14 USC 2946 includes a provision authorizing payment of tuition for overseas dependents in
primary and secondary schools under specified conditions at costs not greater than those of the
DOD for the same area. DOD administratively determines this ceiling.

5.5.11.5 Federal Debt Ceiling Restrictions

31 USC 3101 establishes the maximum amount that the Federal Government may borrow to
discharge its obligations (commonly referred to as the “debt ceiling”). When this maximum
amount has been reached, the Federal Government may not borrow additional money to meet its
payment obligations. This may affect the Coast Guard’s ability to make payments, incur
obligations, or hire employees. Should such a situation exist, Commandant (CG-8)/CFO will
issue an ALCOAST directing appropriate action.

5.5.11.6 Travel and Other Ceilings

Administrative ceilings frequently govern travel and other administrative costs. Policies and
procedures related to ceilings will be provided, usually by FINCEN or by Commandant (CG-84),
in conjunction with the Directive establishing the ceiling.

5.5.12 Formulating and Establishing the Financial Management Operation
Plan (FMOP)

An FMOP shall be prepared for every Coast Guard appropriation or fund, unless that entity is
exempted by Commandant (CG-83). Commandant (CG-831), in consultation with the
counterpart budget analyst from Commandant (CG-82), shall develop an appropriate format that
is commensurate with the size, scope, and complexity of each appropriation.

In some cases, the congressional action may reflect an “undistributed” increase or decrease in
funding outside the resource proposal line items. The FMOP shall serve as the definitive
authority for the distribution of those amounts (either increases or decreases) to the allowances
(and/or lower levels in the funds control hierarchy where appropriate) established for the
appropriation. The FMOP distribution shall serve as the basis for establishing the amounts to be
recorded in the accounting system of record for allowances.

5.5.12.1 Reimbursables

The Reimbursables Section of the FMOP identifies the obligation authority anticipated for the
entire year from reimbursement agreements that will be concluded with other Government
agencies and from reimbursements from user fees for services provided to the public. A
Reimbursable Section shall be provided in the plan for every appropriation that anticipates
reimbursable funding. Estimates for anticipated reimbursements shall never be issued in the
funds control system until a valid reimbursable agreement (RA) has been concluded or
requirements for user fee anticipated reimbursements have been met. Thus, the FMOP related to
reimbursables is divided into two parts:
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1. The Realized Reimbursements Section identifies the amounts concluded in RAs with
other Government agencies that will be added to the appropriations and other budgetary
resources available to each appropriation.

2. The Anticipated Reimbursements Section identifies RAs that are expected to be
concluded with other Government agencies. This Section shall include all
reimbursements that have not been formally signed by both the Coast Guard and the
ordering agency, whether or not the value of the reimbursable work has been determined.
The amounts shown in this portion of the FMOP represent placeholders for planning
purposes. These amounts are not available to allowance managers as obligational
authority, but only represent estimates of additional obligational authority to be added to
that allowance when an RA is concluded.

Section 7.10 (Reimbursable Agreements) in this Manual identifies the conditions for accepting
reimbursable work. One of these conditions requires the determination that the reimbursable
work can be performed without adversely affecting regular, direct Coast Guard programs. The
inclusion of an anticipated RA in this portion of the FMOP and the scope of work as reflected in
the amount represents the policy approval of the item. Agreements added to the FMOP, or
agreements whose scope is increased by adding substantially to the amounts reflected in the
FMOP, shall require policy approval prior to the establishment of the RA.

The amounts reflected in both the Realized and Anticipated Reimbursements Section are
normally equivalent to — but should never be greater than — the combined realized and
anticipated reimbursements lines on the most recent apportionment approved by OMB. If
reimbursable work is anticipated in excess of the total amounts provided in the latest
apportionment schedule, a reapportionment request to increase the anticipated amounts should be
made as soon as possible.

5.5.12.2 Unobligated Balances

The FMOP shall provide, for each appropriation containing multi-year and no-year Treasury
Appropriation Fund Symbols, the latest estimated amounts of unobligated balances from prior
years. These estimates shall be distributed in the plan to the allowance level, and in some
appropriations, to lower levels where necessary to identify distributions by project, program, or
activity.

5.5.12.3 Recoveries

Recoveries of prior-year appropriations may represent significant resource levels in some multi-
year and no-year appropriations. The FMOP shall provide a distribution of these amounts to the
allowance levels in each appropriation to the extent that they are estimated in the apportionment
request to OMB. These resources shall be controlled in the same manner as the anticipated and
realized reimbursements discussed above. Commandant (CG-831) shall maintain appropriate
supporting information of the estimated recoveries likely to materialize within each allowance.
For example, historical rates of recoveries of obligated balances and the canvassing of allowance
managers and procurement officials to identify circumstances in individual major contractual
agreements that may result in recoveries. These amounts shall be incorporated into the resource
base of the FMOP.

5-24



COMDTINST M7100.3F

5.5.13 Revolving Funds

Managers of revolving funds shall prepare financial management operation plans (operating
plans) for the Supply Fund and the Yard Fund to reflect decisions made during budget
formulation for these revolving funds. Each of these funds shall identify the anticipated level of
obligational authority needed in the current year to fund each of its main business lines as
defined by Commandant (CG-831) for the fund, e.g.:

1. Supply Fund: uniforms, commissary provisions, general stores, and fuel.

2. Yard Fund: ship construction, materials, supplies, equipment, civilian labor, overhead,
maintenance, weapons, electronics, and other expenses.

The obligations established shall reflect the obligational authority requested in the latest OMB
apportionment for the funds and shall serve as a ceiling on obligations to be incurred throughout
the current fiscal year. The level of obligations reflected in the plan — and the related
apportionment issued by OMB and allotment issued by DHS — may only be increased when
covered by an approved reapportionment and re-allotment.

The operating plan for each revolving fund shall identify the sources of funding, from both Coast
Guard and external funding sources, which comprise the anticipated levels of obligations. Those
sources of funding from Coast Guard appropriations shall identify the amounts within each
allowance within each appropriation that will transfer obligational authority into the funds to
support the operating and business plans of these revolving funds.

For those business lines funded primarily from offsetting collections from Coast Guard
personnel, the operating plan shall be based upon budget models established to forecast business
volumes and changes in the costs of goods and services provided (e.g., commissary provisions
and uniforms).

The sum of each revolving fund’s total obligational authority for the current FY identified in the
plan shall equal:

offsetting collections anticipated for orders placed by the individual Coast Guard
allowances, plus

reimbursable income from other Federal agencies and the public (including collections of
unexpired Federal sources from prior-year orders), plus

income received from the sale of surplus equipment and materials (to the extent that such
sales are authorized to be credited to the fund), plus

unobligated fund balances carried forward in the fund from the prior FY, plus
estimated recoveries of amounts obligated in prior FYs, less

estimated carry-over of unobligated amounts into the next FY as retained earnings to
cover future obligations.

The amounts contained in the reimbursables sections of the fund’s operating plans may not be
consistent with the related entries in the full-year apportionment request submitted prior to the
start of the FY as provided in Subsection 5.4.2 (Preparing Apportionments Required Prior to the
Start of the Year) above. These differences are due to the varied timing of final congressional
action on appropriations. The level of obligations set forth in the operating plan shall be
consistent with the obligational authority established in the revolving fund apportionments.
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5.6 Actions Taken during the Fiscal Year

5.6.1 Availability of Funds by Purpose

This Subsection provides general principles, authorities, and guidelines governing the proper use
of appropriations. These principles are derived from several sources, including general
appropriations law, provisions contained in the language for each appropriation, general
provisions in certain appropriation acts, and other regulatory policies. See Subsection 5.6.1.1.1
(Authorities) below.

The policies stated in this Subsection are derived from the basic “purpose” statute found at

31 USC 1301(a), which states, “Appropriations shall be applied only to the objects for which the
appropriations were made except as otherwise provided by law.” Thus, appropriations have
conditions and rules that must be followed if funds are to be legally expended and obligated.

Purpose is one of the three basic elements in determining whether appropriations are legally
available for obligation or expenditure. In order for an obligation or expenditure to be legal,
each of these three elements must be met:

1. Purpose — The purpose of the obligation or expenditure must make a direct contribution
to an authorized Coast Guard function.

2. Time — The obligation shall occur within the time limits applicable to the appropriation.

3. Amount — The obligation and expenditure shall be within the amounts Congress has
established.

If funds are not spent according to these principles, the Coast Guard risks an Antideficiency Act
(ADA) violation.

5.6.1.1 Overview of the Proper Use of Coast Guard Funds

5.6.1.1.1 Authorities

Following are sources that provide guidance related to the purpose principle on the use of funds.
All Coast Guard officials with authority over funds shall be aware of these sources and shall
make frequent reference to them when questions arise on the appropriateness of certain
obligations in each appropriation.

1. Financial Services and General Government Appropriation Act.
Each year, this appropriation act includes Governmentwide general provisions that
govern how funds provided in all appropriation acts can be spent. These provisions
include Governmentwide restrictions on the use of funds that must be followed by all
Federal agencies. While many of the restrictions are re-enacted each year, they are
subject to change and shall be reviewed each year.
https://www.congress.gov/bill/113th-congress/house-bill/5016

2. Department of Homeland Security Appropriation Act.
Each year, this appropriation act contains general provisions that all DHS agencies are
required to follow. These provisions, and any related departmental budget execution
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guidance shall be reviewed annually to confirm that the Coast Guard is following these
requirements.
https://www.congress.gov/114/plaws/publ4/PLAW-114publ4.pdf

3. Individual Coast Guard Appropriations.
The Coast Guard appropriations prescribe additional rules and restrictions on how funds
can be expended.

4. Government Accountability Office, Principles of Federal Appropriations Law (“Red
Book™). Volume I, Section 4 of this source provides guidance and case studies on the
general principles.
http://www.gao.gov/legal/red-book/current-edition

5. Department of Homeland Security, Chief Financial Officer, Financial Management
Policy Manual (FMPM).
DHS provides guidance on budget execution. Included are DHS-wide policies and
procedures.
http://cfo-policy.dhs.gov/default.aspx

In addition to the above sources, individual appropriations have legislation and authorities that
guide in the proper and improper use of funds. Subsection 5.6.1.2 (General Purpose by
Appropriation) in this Manual includes a breakdown by appropriation of the legislation that
governs their use.

5.6.1.1.2 General Policies Regarding Purpose

The Coast Guard’s system of funds control provides a framework for ensuring that funds are
spent correctly with respect to the principles of purpose, time, and amount.

5.6.1.1.2.1 “Necessary Expense” Doctrine

Appropriations made for a specific purpose (e.g., altering a bridge) are available for expenses
necessary to accomplish the project goals.

When applying the necessary expense doctrine, obligations and expenditures can be justified
after meeting a three-part test:

1. The expenditure shall bear a logical relationship to the appropriation sought to be
charged. In other words, it shall make a direct contribution to carrying out either a
specific appropriation or an authorized agency function for which more general
appropriations are available.

2. The expenditure shall not be prohibited by law.

3. The expenditure shall not be otherwise provided for; that is, it shall not be an item that
falls within the scope of some other appropriation or statutory funding scheme.

For questions on the necessary expense doctrine, refer to the GAO “Red Book”, Volume I,
Chapter 4, Section B.
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5.6.1.1.2.2 Time — Bona Fide Needs Rule

An appropriation is only available for the needs of the current year; it is not available for the
needs of a prior or future year, unless otherwise prescribed. The bona fide needs rule states that
a fiscal year appropriation may be obligated only to meet a legitimate or bona fide need arising
in the fiscal year for which the appropriation was made. This principle addresses problems
related to end-of-year spending, when excessive obligations are made for goods or services that
extend far beyond the current year (e.g., excessive stockpiles of inventories).

This rule also applies to multi-year funds. An agency may use a multiple-year appropriation for
needs arising at any time during the period of availability.

The rule does not apply to no-year funds. Without a prescribed period of availability, there is no
fixed period during which the bona fide need must arise for which the funds must be obligated
and expended.

The GAO “Red Book”, Volume I, Chapter 5, Section B has an in-depth discussion of the bona
fide needs rule.

5.6.1.1.2.3 Appropriations Available for the Same Purpose

There may be situations where two appropriations (or formal subdivisions of budget authority)
can possibly be available for the same purpose, but neither can reasonably be called the more
specific of the two.

In this circumstance, the Coast Guard may exercise reasonable discretion to select which
appropriation (or other formal subdivision of budget authority) to charge for the expenditure in
question. Once the decision has been made, the Coast Guard shall continue to use the same
appropriation for that purpose unless, at the beginning of the fiscal year, the agency informs
Congress of its intent to change for the next fiscal year.

5.6.1.2 General Purpose by Appropriation

This Subsection provides an understanding of each appropriation and how it is to be used. It also
provides general guidance on the purpose principle.

The Coast Guard has many different appropriations, some of which can easily overlap each
other. It is important to have a clear understanding of the purpose of each appropriation and how
Congress intends for the funds to be spent. Furthermore, in reports accompanying most Coast
Guard appropriations, Congress details informal program structures to express its intent to the
Coast Guard for the use of funds. These structures allow for less rigid mandates on the
application of budgetary resources, and avoid specific legislative provisions. These categories,
programs, projects, or activities (PPAs) are subject to reprogramming guidelines contained in
DHS appropriations acts. The PPA structure, established within some appropriations, shall be
followed as obligations are incurred to meet Congressional expectations on the use of funds for
more specific purposes within an appropriation.

5.6.1.2.1 Appropriations and Related Allowances

1. Operations & Support (O&S) — The O&S appropriation provides for the operation and
maintenance of all authorized Coast Guard programs and facilities (not otherwise
specifically provided for in other appropriations or funds). O&S is typically an annual
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appropriation that is available for one year. O&S appropriations are broken down by
PPA subdivisions and by the allowance. Definitions by allowance are provided below.
Financial Resource Management Manual - Procedures (FRMM-P), COMDTINST
M7100.4 (series), Chapter 2, Appendix 2-4 (AFC-30 Operating and
Maintenance/Commandant (CG-83)) and Appendix 2-5 (AFC-36 Central Accounts)
provides additional detail on the uses of the O&S appropriation.

a.

PPA 1 — Military Pay and Benefits

1) AFC-01 Military Pay — compensation, subsistence rations, and entitlements for
active duty members, cadets.

2) AFC-20 Permanent Change of Station (PCS) — travel and transportation expenses
incident to PCS orders for military personnel and their dependents.

3) AFC-57 Health, Safety, and Work-Life — general expenses to support health care
for military members and their dependents.

PPA 2 — Civilian Pay and Benefits

AFC-08 Civilian Pay — compensation, benefits, and costs associated with civilian
working capital funds, PCS, legal settlements, temporary (detail) assignments on
reimbursable basis and reimbursable positions in the Coast Guard.

PPA 3 — Training and Recruiting

1) AFC-56 Training — formal training performed as a temporary assignment duty
(TAD) for civilian, military personnel, reserve members, and auxiliarists. AFC-56
is funded by Reserve Training (RT) for the cost of quotas for reserve personnel
recruited with no prior military service through the RT-to-O&S refund.

2) AFC-34 Training and Recruiting Centers — operating and maintenance expenses
for training and recruiting centers and facilities.

PPA 4 — Operating and Maintenance

1) AFC-30 Operating and Maintenance — general operating and maintenance
expenses, including ordnance. Travel, per diem, and tuition for formal training
intended for field execution of training that is not approved nor funded through
the class convening schedule for Coast Guard class “A” and “C” resident and
exportable training courses.

2) AFC-40 Other Activities — funds for operating projects or expenses approved by
Commandant (CG-8).

PPA 5 — Central Accounts

AFC-36 Central Accounts — general Coast Guard accounts that are centrally managed
at Headquarters. Accounts include Ammunition (AMMO), Enterprise
Communication/Network Services (formerly FTS), GSA (Rent and Security),
Medals, Postal, Standard Workstation, Work-Life, and Working Capital Fund. Each
account has a direct manager, but the overall management of AFC-36 is performed by
Commandant (CG-83).

PPA 6 — Depot-Level Maintenance
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1)

2)

3)

4)

1)

2)

3)

4)

5)

AFC-41 Aeronautical Engineering — depot-level maintenance expenses incurred
in support of the Aviation Logistics Support Program.

AFC-42 Command, Control, Communications, Computers, and Information
Technology (C4IT) — depot-level maintenance expenses incurred in support of the
Electronic Systems Logistics Support Program.

AFC-43 Civil Engineering — depot-level maintenance expenses incurred in
support of the Shore Infrastructure Logistics Center (SILC). General expenses
related to the maintenance of real property (land, buildings, and structures) to
preserve and maintain capability. Costs include nonrecurring major maintenance
and repairs, alterations, code compliance, demolition, direct project support cost
(i.e., travel, engineering design services, permits, inspections, etc.), and minor
improvements within the minor construction authority.

AFC-45 Naval Engineering — depot-level maintenance expenses incurred in
support of the Naval Engineering Logistics Support Program.

PPA

AFC-75 Reimbursable/Refund Program — This contra reimbursable account
allows tracking of reimbursable obligations, and is administered by the Office of
Resource Management (CG-83). (A contra account provides a more detailed
presentation of an account balance. For example, “accumulated depreciation” is a
contra account for fixed assets, and highlights the depreciation that reduces the
original cost of purchasing the asset. The account and its related contra account
are combined to show the net balance of the fixed asset.)

AFC-77 Reimbursable Execution Accounts — This account funds O&M purchases

made at the ATU and field level with reimbursable budget authority managed by
Commandant (CG-83).

AFC-80 Reimbursements — This general account is used for establishing and
identifying reimbursable agreements. The sole purpose of AFC-80 is to accept
funds in the Coast Guard accounting system for reimbursable work for other
Government agencies and non-Government entities in accordance with specific
legislative authority. AFC-80 is managed and controlled by Commandant
(CG-83).

AFC-90 Reserve Training Program — provides funding for recruiting, training,
administration, and management of the reserve component. This includes
compensation, commuted rations, and entitlements for all Reserve inactive duty
and active duty including: active duty for operational Support-Reserve component
(ADOS-RC); Reserve initial active duty training (IADT) (i.e. Reserve Officer
Candidate Indoctrination (ROCI) program, Direct Entry Petty Officer Training
(DEPOT) program and Selected Reserve (SELRES) Boot Camp attendance), and
pay/travel requirements for Class A and C School attendance.

AFC-91 Full Time Support (FTS) Military Pay Reserve Training (RT) Personnel
— used for compensation, subsistence rations, entitlements, and special and
incentive pay for Reserve Training Full Time Support (FTS) active duty in the
Operations & Support (O&S) appropriation.
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6) AFC-92 Civilian Pay for Full Time Support (FTS) Reserve Training (RT)
Personnel — used for compensation, benefits, and costs associated with RT
civilian pay in the RT PPA within the O&S appropriation.

7) AFC-94 Reserve Reimbursable Program — used for all reimbursable programs to
the Coast Guard Reserve, to include the Selective Service System, DOD, and
other agencies.

8) AFC-97 Reserve Training to Operations and Support (RT to O&S) — used to
refund certain other program costs charged to AFC-20, AFC-30, AFC-56, and
AFC-57. Such adjustments between appropriations are administered through the
Coast Guard Refund Program under the authority of 31 USC 1534. (For
Headquarters use only)

2. Procurement, Construction, and Improvement (PC&I) — The PC&I appropriation
provides for the acquisition, construction, renovation, and improvement of vessels,
aircraft, shore facilities, aids to navigation (ATON) systems and facilities, Command,
Control Communications, Computers and Information Technology (C4IT) systems, and
related equipment. PC&I funds are typically available for obligation as follows:

a. Acquisition, repair, renovation, and improvement of vessels: typically five fiscal
years.

b. Acquisition, repair, renovation, and improvement of shore facilities and ATON:
typically five fiscal years but can be two or three fiscal years.

c. Acquisition, construction, renovation, and improvement of new aircraft and increases
in aviation capability: typically five fiscal years but can be three fiscal years.

d. Acquisition, construction, replacement, or improvement of capital equipment not
included in the above categories: typically five fiscal years but can be three fiscal
years.

e. Personnel and administrative expenses: typically, one fiscal year.

3. Research & Development (R&D) — The R&D appropriation provides funding for
applied scientific research and development. This includes the maintenance,
rehabilitation, lease, and operation of related facilities and equipment. Prior to Fiscal
Year 2012, R&D funds were typically available until expended (no-year funds). In fiscal
years 2012 and 2013, R&D funds were appropriated to remain available for five years.
In fiscal years 2014 through 2016, R&D funds were appropriated to remain available for
three years.

4. Environmental Compliance and Restoration (EC&R) — The EC&R Program, Project,
or Activity (PPA) provides for environmental compliance and restoration of
contamination from hazardous substances and pollutants at all current and former Coast
Guard facilities. It provides for identification, investigation, and cleanup, and also
physical changes to Coast Guard buildings and structures, to comply with Federal, State,
and local environmental laws and regulations. Prior to fiscal year 2012, EC&R funds
were available until expended (no-year funds). However, recent appropriations have
stated that EC&R funds are to remain available for five years.

5. Alteration of Bridges (AB) — The AB appropriation provides for the Government’s
share of altering or removing railroads and publicly owned bridges that obstruct
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navigable waterways in the United States. The AB program also receives funding from
transfer authority for highway bridges and supplemental appropriations for specific
bridge projects in accordance with public laws (e.g., Federal Aid Highway Bridge
Program, American Recovery and Reinvestment Act of 2009). The administrative costs
associated with AB are funded under the O&S appropriation. AB funds are normally
available until expended (no-year funds). The authorization of this appropriation is found
in the Truman Hobbs Act.

Reserve Training (RT) — The RT PPA is a PPA that provides for the operation,
recruiting, training, administration, and management of the reserve program. Other
administrative costs chargeable to RT are executed in O&S and are reimbursed through
the RT to O&S refund program.

Retired Pay (RP) — The RP appropriation provides for the pay of former military
members of the Coast Guard, the Coast Guard Reserve. It also funds survivor annuity
payments under the Retired Serviceman’s Family Protection Plan and the Survivor
Benefit Plan, as well as medical benefits for retirees and their dependents. RP funds are
available until expended (no-year funds).

Boat Safety (BS) — The BS appropriation provides funding for the development and
implementation of a coordinated national recreational boating safety program. The
provisions of the law provide for the transfer of Highway Trust Fund revenue derived
from the motorboat fuel tax, and certain other taxes, to the Sport Fish Restoration and
Boating Trust Fund. Congress authorizes appropriations from this fund for Coast Guard
and state recreational boating safety assistance and other programs specified by law. BS
account funds are available until expended (no-year funds).

5.6.1.3 Responsibilities for the Proper Use of Funds

5.6.1.3.1 Appropriation Managers

Appropriation managers:

1.
2.

Distribute funds to allowance managers for the purpose intended by Congress.

Provide guidance to allowance managers on the appropriate use of funds for their
appropriation.

Monitor the status of allowances ensuring that:
a. Funds are obligated and expended according to their purpose; and

b. Obligations and expenditures do not exceed the appropriation or an apportionment.

Notification for reprogramming funds between PPAs is initiated and redistribution of

funds between allowances is authorized.

5.6.1.3.2 Allowance Managers

Allowance managers:

1.

Distribute and manage subdivisions of allowance amounts.
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2. Monitor and control obligations and expenditures of an allowance according to its
availability regarding purpose, time, and amount.

3. Monitor rates of obligation within each allowance.

4. Make requests for redistribution between allowances or reprogramming between PPAs,
and subsequently manage within reprogramming thresholds.

5.6.1.3.3 Target Managers
Target managers:

1. Distribute and manage subdivisions of target amounts, and monitor obligations and
expenditures of targets according to availability regarding purpose, time, and amount.

2. Ensure obligations and expenditures do not exceed target distributions.

3. Coordinate target management with allowance managers.

5.6.1.3.4 Program Element Managers
Program element managers:

1. Distribute and manage subdivisions of program element amounts, and monitor
obligations and expenditures of program elements according to availability regarding
purpose, time, and amount.

2. Ensure obligations and expenditures do not exceed target distributions.

Coordinate target management with target managers.

5.6.1.3.5 Authorized Certifying Officers
Authorized Certifying Officers:
1. Certify the legality and accuracy of proposed payments.

2. Are liable for the amount of illegal or improper payments resulting from their
certifications.

3. Deny the payment of an obligation or expenditure if it is prohibited by law, or if it is not a
legal obligation under the appropriation or fund involved.

5.6.1.4 Procedure for Questions on the Availability of Funds as to Purpose

As questions arise on the appropriate use of funds, the following policy will be followed to allow
clarification on the availability of funds and to confirm that there is no violation of the purpose
statute, general provisions, or provisions in appropriation language.

1. Procurement officials will resolve all questions prior to obligating funds on behalf of the
Coast Guard. All questions and decisions will be thoroughly documented.

2. For questions on the purpose of an appropriation, procurement officials should seek
counsel from the Office of Procurement Law or Legal Support Command.
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3. If'the Coast Guard is unable to determine the legality of the use of funds, it may seek an
opinion from the DHS Office of General Counsel (OGC), or it may seek an outside
advisory opinion from the Comptroller General.

5.6.2 Commitments — By Document Type and/or Object Class

A commitment is an administrative reservation of allotted funds in anticipation of an obligation.
While not legally binding, commitments are made with the anticipation that funds will be
obligated, thus reducing the amount of funds available for future spending.

A commitment is a financial management tool to be used as a part of a comprehensive and
integrated commitment, obligation, accrual, and disbursement process, providing funds control
and status of funds for management, reporting and oversight.

The commitment accounting policy described in this document is the first step in funds
management and control of Coast Guard budgetary resources. Commitments reserve specific
funds and link the budgetary resource to a document and an accounting line.

5.6.2.1 Purpose

This policy establishes the use of commitment accounting to provide funds control and funds
management. The policy provides reasonable assurance that:

1. The Coast Guard establishes the use of commitment accounting to provide funds control
and funds management.

2. Commitments are recorded in the proper amount, account, and period, and only valid
transactions are recorded in the financial system.

3. Funds are reserved and available to meet operating requirements and to provide a fund-
control structure to meet regulatory and legal requirements as prescribed by OMB
Circular A-11 and the Antideficiency Act.

4. A management technique is made available and used to meet the requirements set out by
this policy.

5. Responsibilities are specified within the funds control system for the use of commitment
accounting standards.

6. A system for positive administrative control of funds is designed to restrict obligations
and expenditures against the amount available in allotments or other subdivisions of
funds.

7. The commitment process is described, and related operating procedures are defined.

8. Key internal controls are identified to maintain the reliability of the process.

5.6.2.2 Responsibilities

This Subsection addresses responsibilities from a budget execution organizational level for the
commitment process. Key roles involved in creating, authorizing, and certifying the availability
of funds for a commitment document are identified in the definitions and policies. These roles
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are not organization-specific. General roles and responsibilities of Coast Guard financial
managers are specified in Section 5.3 (Responsibilities).

5.6.2.2.1 Office of Resource Management (CG-83)
Commandant (CG-83) is responsible for:

1. Monitoring and improving the Coast Guard’s compliance with this commitment policy so
that it effectively supports funds control.

2. Monitoring the execution of the commitment policy.
Initiating and overseeing corrective actions to improve the effectiveness of the policy.

4. Providing sufficient training to financial managers regarding the execution and
importance of commitment transactions.

5.6.2.2.2 Funds Control Division (CG-831)
Commandant (CG-831) is responsible for:

1. Developing and implementing the commitment policy and system of internal controls to
execute, monitor, and measure the performance of the commitment control policy.

2. Establishing, implementing, and testing internal controls related to obligation validations.

Establishing and maintaining the funds control process and the system of controls, in
coordination with Commandant (CG-84).

4. Implementing improvements to the commitment policy, procedures, and process, as
needed.

5.6.2.2.3 Allowance Managers, Target Managers, and Program Element Managers

With respect to the funds assigned to them, allowance managers, target managers, and program
element managers (PEMs) are responsible for:

1. Identifying purchase request (PR) authorizers and certifying officials who are delegated
the authority to initiate, authorize, and certify commitments.

2. Implementing, maintaining, and monitoring the execution of this commitment policy.

5.6.2.2.4 Certifying Official (Funds Manager)
Funds managers are responsible for:
1. Maintaining administrative control of funds.

2. Certifying the availability of funds by purpose, time, and amount before the transaction is
recorded in the financial data system.

3. Supporting all required reviews and quarterly validations of open commitments.
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5.6.2.3 Policy

1.

The Coast Guard shall use commitment accounting based on document types specified by
Commandant (CG-83) and delineated in their procedures.

The Coast Guard shall use a system of either manual or automated controls to detect and
deter the commitment of funds in excess of the availability of funds.

Segregation of duties is a key control within the commitment process. Effective internal
control procedures depend largely on eliminating opportunities to conceal errors or
irregularities. Commitments shall be authorized by separate individuals within the
organization who have received appropriate training. An individual shall only be
authorized to perform a single function within the commitment process for each
individual procurement request.

FINCEN, SFLC, and ALC shall maintain a list of all individuals responsible for
authorizing and certifying purchase requests. This list shall be updated on an annual
basis or upon change in status, and shall be maintained in a location where the document
is readily available for review. All individuals on the list must be current on all training
as required by position and duties. This includes ADA training.

Note: Refer to Financial Resource Management Manual - Procedures (FRMM-P),
COMDTINST M7100.4 (series), Chapter 5, Section 5.6, Procedure No. 5.6.1 (Commitments —
By Document Type and/or Object Class) for detailed procedures and guidelines related to the

following:
Step Topic
5.1 General
5.2 Initiating a Purchase Request (Requester)
53 Authorizing a Purchase Request (Supervisor)
5.4 Certifying Funds Availability (Funds Manager)
5.5 Recording Commitments
5.6 Monitoring Commitments

5.6.3 Recording, Monitoring, Validating, and Certifying Obligations

5.6.3.1 Overview

The formal award of a purchase order, requisition, or contract represents a legal obligation.
Sometimes the award is “subject to availability of funds,” in which case the obligation is
deferred until the funds are available.

This Subsection prescribes the general requirements applicable to the management of obligations
(including the recording, monitoring, and validating of obligations), along with the periodic
certification of obligation accounts.

Obligation management plays an important role in the budget execution process, even after an
appropriation has expired. Upon the expiration of each appropriation with a fixed period of
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availability, a five-year period is allowed under statute for the appropriation’s existing
obligations to be adjusted and liquidated. After the five-year period, appropriation accounts are
closed and the balances are cancelled.

According to Section 130.14 of OMB Circular A-11, legitimately incurred obligations that have
not been disbursed (i.e., paid) at the time that a Treasury Appropriation Fund Symbol (TAFS) is
cancelled cannot be disbursed from the cancelled obligated or unobligated balances of the
cancelled TAFS. After an appropriation is cancelled, any obligations or adjustments to
obligations that would have been properly chargeable to that TAFS may be disbursed from an
unexpired TAFS that is available for obligation for the same purpose as the closed TAFS,
provided that:

1. The obligation or adjustment is not already chargeable to another unexpired
appropriation.

2. Payment of obligations against cancelled TAFSs from unexpired TAFSs is limited to one
percent of the appropriation in the unexpired TAFS. No more than one percent of an
unexpired TAFS may be used to pay any combination of cancelled obligations. This is a
single, cumulative limit. It applies to one percent of the annual appropriation (not total
budgetary resources) for annual TAFSs and to unexpired appropriations for multi-year
TAFSs.

3. The authority to pay obligations against closed TAFSs from one percent of unexpired
TAFSs cannot be used to exceed the original appropriation.

Thus the budget execution process, or life cycle, for an appropriation made in a given fiscal year
can extend well into the future. Management and oversight of obligations is needed at each stage
in the cycle to maintain effective and efficient budget execution.

5.6.3.1.1 Purpose

The purpose of this policy is to require obligations (and any modifications to obligations) entered
into the financial systems to be appropriate, authorized, documented, and processed accurately
and completely. This policy also provides guidelines to ensure that the Coast Guard monitors all
obligations on a continual basis and validates them within established timelines.

This policy also outlines the financial manager’s requirement to certify account balances in
accordance with scheduled timelines. It provides guidelines for the determination of variances
between the official financial system obligation amounts and the source documents to identify
valid obligations that have not yet been recorded. This variance is referred to as the “pipeline
amount.” It is calculated to support the adjustment of undelivered order (UDO) accruals on the
financial statement for Treasury Information Executive Repository (TIER) reporting.

This policy provides guidance for:
1. The recording of all obligations posted to the financial systems;
Continual monitoring of all obligations;
Quarterly validation of obligation balances for all appropriations, until closed;

Timely deobligation of obligation balances;

A

Periodic reviews of the validation of obligation balances, to be conducted every 30 days
for any obligation no longer needed, until the obligation is deobligated; and
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6.

Periodic account certifications to determine pipeline adjustment for TIER, to include:
a. Certification of account balances;

b. Verification and validation of obligated fund balances;

c. Maintenance and monitoring of all obligation document files;

d. Reconciliation requirements for account balance certification; and

e. Account certification schedules and responsibilities determined by appropriate
authority.

5.6.3.1.2 Scope

This policy applies to, but is not limited to, all units and financial managers that use any Coast
Guard financial system as the primary means of managing obligations within the Coast Guard’s
financial structure.

5.6.3.2 Authorities

1.

Antideficiency Act, as amended. 31 USC 1341-1342, 1349-1351, 1511-1519.
https://www.gpo.gov/fdsys/pkg/USCODE-2011-title3 1/pdf/USCODE-2011-title31.pdf
Budget and Accounting Act of 1921, as amended. 31 USC 1101, 1104-1108, 3324.
https://www.gpo.gov/fdsys/pkg/USCODE-2011-title3 1/pdf/USCODE-2011-title31.pdf

Budget and Accounting Procedures Act of 1950, as amended. 31 USC 1112, 1531-1536,
3511-3512, 3524.

https://www.epo.gov/tdsys/pkg/USCODE-2011-title31/pdf/USCODE-2011-title31.pdf
Chief Financial Officers Act of 1990. PL 101-576.

http://govinfo.library.unt.edu/npr/library/misc/cfo.html

Federal Financial Management Improvement Act of 1996 (FFMIA). PL 104-208.
https://www.gpo.gov/fdsys/pkg/PLAW-104publ208/pdf/PLAW-104publ208.pdf
Paperwork Reduction Act, as amended. 44 USC 3501-3520.
http://www.gpo.gov/fdsys/pkg/USCODE-2008-title44/html/USCODE-2008-title44.htm
18 USC 286 and 641. Crimes and Criminal Procedures.
https://www.gpo.gov/fdsys/pkg/USCODE-2011-title18/pdf/USCODE-2011-title18.pdf

31 USC 1501. Documentary Evidence Requirement for Government Obligations,
January 2007.

https://www.epo.gov/fdsys/pkeg/USCODE-2010-title31/pdf/USCODE-2010-title31-
subtitlell-chap15-subchapl-sec1501.pdf

31 USC 1552, 1555, and 1557. Appropriation Accounting, as amended.

https://www.epo.gov/fdsys/pkg/USCODE-2010-title31/pdf/USCODE-2010-title31-
subtitlelI-chap15-subchaplV.pdf
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https://www.gpo.gov/fdsys/pkg/PLAW-104publ208/pdf/PLAW-104publ208.pdf
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https://www.gpo.gov/fdsys/pkg/USCODE-2011-title18/pdf/USCODE-2011-title18.pdf
https://www.gpo.gov/fdsys/pkg/USCODE-2010-title31/pdf/USCODE-2010-title31-subtitleII-chap15-subchapI-sec1501.pdf
https://www.gpo.gov/fdsys/pkg/USCODE-2010-title31/pdf/USCODE-2010-title31-subtitleII-chap15-subchapI-sec1501.pdf
https://www.gpo.gov/fdsys/pkg/USCODE-2010-title31/pdf/USCODE-2010-title31-subtitleII-chap15-subchapIV.pdf
https://www.gpo.gov/fdsys/pkg/USCODE-2010-title31/pdf/USCODE-2010-title31-subtitleII-chap15-subchapIV.pdf

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.
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41 USC Chapter 7. Public Contracts -- Office of Federal Procurement Policy.

http://www.gpo.gov/fdsys/pkeg/USCODE-2009-title4 1/html/USCODE-2009-title41-
chap7.htm

General Services Administration, Federal Acquisition Regulation (FAR), as amended.

https://www.acquisition.gov/?g=browsefar

Government Accountability Office, Principles of Federal Appropriations Law.

http://www.gao.eov/legal/red-book/current-edition

Government Accountability Office, Standards for Internal Control in the Federal
Government, GAO-14-704G, September 2014.

http://www.gao.gov/greenbook/overview

Office of Management and Budget, Circular A-11, Preparation, Submission, and
Execution of the Budget, June 2015.

https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Office of Management and Budget, Circular A-123, Management’s Responsibility for
Internal Control, December 2004.

https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Office of Management and Budget, Memorandum M-13-23, Appendix D to Circular No.
A-123, Compliance with the Federal Financial Management Improvement Act of 1996,
September 2013.

https://www.whitehouse.gov/omb/information-for-agencies/memoranda/

Office of Management and Budget, Circular A-136, Financial Reporting Requirements.

https://www.whitehouse.gov/omb/information-for-agencies/circulars/

Department of the Treasury, Bureau of the Fiscal Service, Treasury Financial Manual.
http://tfm.fiscal.treasury.gov/
Information and Life Cycle Management Manual, COMDTINST M5212.12 (series).

http://www.dcms.uscg.mil/directives

5.6.3.3 Responsibilities

5.6.3.3.1 Assistant Commandant for Resources (CG-8)/CFO
Commandant (CG-8)/CFO:

1.

Ensures that financial statements accurately reflect obligated balances in accordance with
DHS and other reporting requirements.

Establishes and enforces the requirements, principles, standards, systems, procedures, and
practices necessary to comply with statutory and regulatory finance and accounting laws
and regulations.
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3.

Provides financial policy for the creation, approval, modification, monitoring, and
validation of obligations and the certification of account balances.

Directs the consolidation, standardization, and integration of finance and accounting
requirements, functions, procedures, operations, and systems, and ensures their proper
relationship with other Coast Guard functional areas.

Develops and maintains effective internal controls pertaining to the creation, approval,
monitoring, and validation of obligations, and the certification of account balances.

Develops and maintains effective internal controls to provide for the accurate entry of
obligating documents and/or expenditure documents into the financial systems; and the
scanning of source documents into the current imaging system, in accordance with the
Paperwork Reduction Act.

5.6.3.3.2 Office of Resource Management (CG-83)
Commandant (CG-83):

1.

Serves as the CFO’s primary source for the establishment and implementation of
management policies and procedures pertaining to the validation and review of
obligations.

Maintains a proactive funds control system, ensuring that obligation policy and
procurement policy are aligned.

Establishes, implements, and tests internal controls related to obligation validations and
automatic deobligations.

Implements, reviews, and updates policies and procedures for validating and reviewing
Coast Guard obligations.

Establishes system requirements and provides developmental guidance to ensure
compliance with all applicable laws and Federal regulations.

5.6.3.3.3 Appropriation Managers

Appropriation managers:

1.
2.

Provide oversight and management at the applicable appropriation level.

Consider prior adherence to this policy by allowance managers and ATUs when
determining ATU budget authority.

5.6.3.3.4 Allowance Managers and Administrative Target Units (ATUs)

Allowance managers and ATUs:

1.
2.
3.

Ensure that all personnel authorized to obligate funds adhere to this policy.
Ensure that the total obligation balance is validated in accordance with this policy.

Provide training and support necessary to ensure compliance with this policy.
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5.6.3.3.5 Program Element Managers (PEMs)
PEMs:

1. Ensure accurate entry of valid obligation and/or expenditure documents into the financial
systems.

2. Validate all obligations within their respective PEs in accordance with this policy.

Continually monitor all obligations to ensure that the obligated balances recorded in the
financial statements are accurate.

4. Certify each account in accordance with published schedules and applicable guidance.

5.6.3.3.6 Finance Center (FINCEN)
FINCEN personnel:

1. Establish and enforce procedures and practices necessary to comply with statutory and
regulatory financial management and accounting requirements.

2. Execute statutory and regulatory financial reporting requirements and render financial
statements.

5.6.3.3.7 Director of Contracting and Procurement (CG-91)
Commandant (CG-91):

1. Develops, implements, and maintains Coast Guard acquisition policy directives and
procedures including Coast Guard Acquisition Procedures (CGAP) and Head of
Contracting Activity Governance Memorandum (HCA-GM 13.0-0) Purchases Using
Simplified Acquisition Procedures, October 2016.

2. Develops, implements, oversees, and evaluates Coast Guard acquisition, contracting and
procurement policy, directives, and procedures consistent with the policies outlined in
Major Systems Acquisition Manual (MSAM), COMDTINST M5000.10 (series).

3. Coordinates alignment of procurement policies with the obligation policies.

4. Oversees the conduct of studies, pilots, and other analyses to improve business practices,
internal controls, and effectiveness in Coast Guard contracting activities.

5.6.3.3.8 Chief of the Contracting Office (COCOQO)

The COCO ensures that KOs coordinate with and assist funds managers with the monitoring and
validation of contract obligations.

5.6.3.3.9 Contracting Officers (KOs), Purchasing Agents, Cardholders, or Other
Obligating Authorities

These individuals:
1. Obligate funds within their respective procurement authority.

2. Ensure that obligations conform to applicable statutory and regulatory requirements.
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3. Ensure that adjustments to obligations conform to applicable statutory and regulatory
requirements.

4. Ensure that obligations are recorded in the Coast Guard financial system.

Ensure proper validation, execution, recording, and receipt of goods and services, and
the proper liquidation of obligations.

6. Monitor and validate obligations as directed by the funds manager in accordance with
this policy.

5.6.3.3.10 Management Review Officials (MROs)
MROs:

1. Conduct independent verification of compliance with established policy and procedures,
including any applicable interim policy outlined in ALCGFINANCE messages.

2. Ensure PEM compliance with the responsibilities as set forth in this policy (see
Subsection 5.6.3.3.5 (Program Element Managers (PEMs)) in this Manual).

5.6.3.3.11 Reconcilers

Reconcilers monitor obligations within their respective PEs in accordance with this policy.

5.6.3.3.12 Assistant Commandant for Engineering and Logistics (CG-4)

Commandant (CG-4) ensures that subordinate units (Aviation Logistics Center, Surface Forces
Logistics Center, and Coast Guard Yard) establish and enforce the procedures and practices
necessary to comply with statutory and regulatory finance and accounting requirements.

5.6.3.4 Policy

5.6.3.4.1 General Requirements for the Recording of Obligations

1. Only individuals who have proper written delegation of authority may incur obligations
on behalf of the Coast Guard. Unauthorized individuals who incur obligations may be
subject to personal liability.

2. The requirements for an obligation are stated in 31 USC 1501. For the Coast Guard, an
obligation is typically a binding agreement that will result in an outlay (or multiple
outlays), immediately or in the future. All Coast Guard personnel committing and
obligating funds shall ensure that all approvals and authorizations align with their
corresponding orders or contracts for goods or services. Funds must be available within
the limits of appropriations, apportionments, allowances, and other subdivisions of
budget authority. The availability of funds must be documented and signed. (Electronic
documents must contain an approved electronic signature.) The documentation of an
obligation will consist of a complete record of the transaction, and will be in accordance
with all Coast Guard policies and procedures before the obligation may be recorded.

3. All obligations shall be recorded promptly and accurately when incurred.
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4. An obligation must satisfy a bona fide need during the period for which the appropriation
is available.

5. All obligations shall be entered into the Coast Guard financial system prior to any
disbursement being made against the obligation.

Note: For prize competitions, an obligation must be recorded at the time the competition is
announced in accordance with 31 USC 1501(a)

5.6.3.4.2 General Requirements for the Monitoring of Obligations

All obligations shall be continually monitored to ensure that obligated balances are accurately
reflected in the Coast Guard financial statements.

5.6.3.4.3 General Requirements for the Validation of Obligations
1. All obligations shall be validated and verified quarterly for all appropriations.

2. Funds shall be deobligated when it is determined that they are no longer needed for the
purposes for which they were obligated.

5.6.3.4.4 General Requirements for Periodic Certification of Valid Obligations

The certifications of obligations in Coast Guard accounts are conducted in order to maintain
proactive funds control and to act as a tool to mitigate errors and possible misstatement of
obligation balances. These certifications support (1) the monthly submission of the Report on
Budget Execution and Budgetary Resources, Form SF 133; (2) the determination of quarterly
obligation rate requirements; and (3) the annual submission of the Year-end Closing Statement,
Form FMS 2108.

It is the Coast Guard’s responsibility to review and provide certification that all obligations are
authorized and have been executed in accordance with this policy and other policies, rules and
regulations.

5.6.3.4.5 Other Requirements

All units and financial managers that use any Coast Guard financial system as the primary means
of managing obligations shall ensure that internal controls are in place and that proper
procedures are followed.

Note: Refer to Financial Resource Management Manual - Procedures (FRMM-P),
COMDTINST M7100.4 (series), Chapter 5, Section 5.6, Procedure No. 5.6.2, Step 5.4 (Internal
Management Controls) for guidelines.

5.6.4 Reporting Violations of Informal Subdivisions of Budget Authority

When obligations incurred exceed the annual allowances, targets, and/or program elements, and
local actions to reduce obligations are insufficient, the financial manager of the administrative
target unit is responsible for prompt reporting to the allowance and appropriation managers. The
unit financial manager shall prepare the report within 10 working days after it has been
established that this condition exists.
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The report shall be based on the documents and accounting records on file at the ATU and shall
include:

1. A description of the administrative operating allowances, targets, program elements or
project target;
2. Related details and the amount involved;

3. An explanation of all pertinent facts concerning the excess and the principal reason or
cause; and

4. A statement on the adequacy of the control system or recommendations for changing the
control system.

Note: Temporarily exceeding administrative operating allowances, targets, program elements or
project targets, while necessitating disciplinary action if the circumstances warrant, may not
constitute a violation of the Antideficiency Act. See Section 3.5, Antideficiency Act, for
information about the Act and the reporting of statutory violations.

5.6.5 Internal Controls for Budgetary Resource Management

The Coast Guard is responsible for establishing and maintaining internal controls to achieve the
objectives of effective and efficient operations, reliable financial reporting, and compliance with
applicable laws and regulations.

Commandant (CG-83) provides assurance on the effectiveness of internal controls over BRM in
support of the Commandant’s Annual Assurance Statement.

5.6.5.1 Purpose

This Subsection establishes the internal control framework for BRM, providing reasonable
assurance that the transactions within this financial process meet the general assertions outlined
below:

Existence or occurrence: Recorded transactions and events occurred during the given period,
are properly classified, and pertain to the Coast Guard’s assets, liabilities, and net position exist
at a given date.

Completeness: All transactions and events that should have been recorded are recorded in the
proper period. All assets, liabilities, and net position that should have been recorded have been
recorded in the proper period and properly included in the financial statements.

Rights and obligations: The Coast Guard holds or controls the rights to its assets; and its
liabilities represent Coast Guard’s valid obligations at a given date.

Accuracy/valuation or allocation: Amounts and other data relating to recorded transactions and
events have been recorded appropriately. Assets, liabilities, and net position are included in the
financial statements at appropriate amounts, and any resulting valuation or allocation
adjustments are properly recorded. Financial and other information is disclosed fairly and at
appropriate amounts.

Presentation and disclosure: The financial and other information in the financial statements is
appropriately presented and described and disclosures are clearly expressed. All disclosures that
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should have been included in the financial statements have been included. Disclosed events and
transactions have occurred and pertain to the Coast Guard.

Key internal controls of BRM include:

1. Are properly recorded, processed, and summarized in conformity with generally accepted
accounting principles (GAAP) to permit the preparation of the:

a. Statement of Budgetary Resources (SBR);

b. Year-end Closing Statement, Form FMS 2108;

c. Apportionment and Reapportionment Schedule, Form SF 132; and

d. Report on Budget Execution and Budgetary Resources, Form SF 133.
2. Are executed in accordance with:

a. Laws governing the use of budget authority, and other laws and regulations that could
have a direct and material effect on the SBR; and

b. Any other laws, regulations, and Governmentwide policies identified in OMB
guidance.

This Subsection also prescribes policies and areas of responsibility over the processing of BRM
transactions. The policies and responsibilities are designed to provide reasonable assurance
regarding the reliability of financial reporting and budget execution that is compliant with laws
and regulations. Reliability of financial reporting means that Commandant (CG-8) can
reasonably make the following assertions on the Statement of Budgetary Resources:

1. Existence and Occurrence — All reported transactions actually occurred during the
reporting period, and all assets and liabilities exist as of the reporting date. For example:

a. Recorded new budget authority was made available for obligation and was recorded
in the proper accounts.

b. Recorded unobligated balances from prior periods remain available for obligation.

c. Recorded obligations represent valid orders, contracts, or other events that will
require future payment.

d. Obligated balances represent amounts for orders placed, contracts awarded, and
similar obligating transactions for which goods and services have not been paid.

e. Appropriate goods and services were properly receipted.

2. Completeness — All transactions that shall be reported have been included, and no
unauthorized transactions or balances are included. For example:

a. All new budget authority that was made available for obligation was recorded in the
proper accounts for appropriation, apportionment, and allotment.

b. All commitments, obligations, and receiving reports are properly recorded.
c. All available and authorized spending authority is recorded.
d. All payments made are recorded in the proper accounts and for the correct year.

3. Compliance — Recorded transactions are in compliance with applicable laws and
regulations.
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5.6.5.2 Responsibilities

5.6.5.2.1 Office of Resource Management (CG-83)

Commandant (CG-83), as the key process owner for BRM, is responsible for implementing,
maintaining, executing, and monitoring internal controls for each of the BRM subprocesses:
budget authority, funds distribution, funds control, and fund status. Commandant (CG-83):

1.

Implements, maintains, and monitors the execution of this internal control policy and
maintains current and accurate process documentation.

Reviews the results of the assessment of the subprocesses and provides an aggregate
assurance on the effectiveness of internal controls in support of the Commandant’s
Annual Assurance Statement and the annual management representation letter.

Provides supporting documentation during the annual financial statement audit to support
the assertions of completeness and existence of material line items on the Report on
Budget Execution and Budgetary Resources, Form SF 133, and also on the Year-end
Closing Statement, Form FMS 2108.

Coordinates, with Commandant (CG-85), the annual assessment of internal controls in
accordance with Coast Guard policy (plan, document, test, evaluate, and report).

Monitors and reports to Commandant (CG-8) and the Senior Assessment Team on the
effectiveness of internal controls and progress with remediation using the Mission Action
Plan and report results.

Establishes and maintains an effective internal control process/system to include:
a. Complete and compliant policies and procedures;

b. Accurate process documentation; and

c. The written assignment of subprocess owners.

Implements improvements to the internal control policy, procedures, and process, as
needed.

5.6.5.2.2 Subprocess Owners

Subprocess owners:

1.
2.

AN AN S

Implement, maintain, and monitor the execution of this internal control policy.

Plan, conduct testing, evaluate, and report the results of the annual internal control
assessment for their respective subprocess in order to determine the effectiveness of
controls, support assertions of its financial reporting, and ensure compliance with laws
and regulations.

Implement and report on remediation activities.
Regularly monitor control activities and take corrective action as necessary.
Report the results of monitoring activities, assessments, and completed corrective actions.

Identify personnel training needed to effectively operate the subprocess, and either
prepare or obtain and deliver appropriate training to process personnel.
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5.6.5.2.3 Coast Guard Personnel
Coast Guard personnel:

1. Execute policies and procedures that initiate, review, approve, and record transactions
within BRM policies.

2. Maintain proficiency in knowledge and the skills to implement this policy.

3. Report broken or ineffective control activities.

5.6.5.2.4 Office of Internal Controls (CG-85)
Commandant (CG-85):
1. Schedules and coordinates the annual assessment process.

2. Provides detailed instruction and guidance to effectively conduct the annual assessment
of internal controls.

5.6.5.2.5 Office of Financial Policy, Reporting, and Property (CG-84) and FINCEN
Commandant (CG-84) and FINCEN:

1. Coordinate with Commandant (CG-83) the development and execution of transaction-
level controls.

2. Prepare and promulgate budget resource management reports.

5.6.5.2.6 Assistant Commandant for Command, Control, Communications, Computers
and Information Technology (CG-6)

Commandant (CG-6)/Chief Information Officer (CIO):
1. Implements and maintains the application controls for BRM processes.
2. Maintains application integrity.

3. Implements and maintains general computer controls, including access controls, as
necessary to comply with this policy.

4. Monitors and assesses the effectiveness of application or general computer controls over
budgetary resources management processes, and reports these results to Commandant
(CG-83).

5.6.5.3 Policy

1. Commandant (CG-83) shall establish a system of internal controls that provide
reasonable assurance that the following objectives are achieved:

a. Field commanders and program managers have timely and accurate information
regarding available funds to accomplish Coast Guard missions.

b. Budgetary resources, status of funds, and outlays are accurately and reliably reported.

c. Coast Guard budget execution fully complies with laws and regulations.
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d. Coast Guard financial managers are organized, trained, and properly directed and
supervised to accomplish these objectives for budget execution.

2. Commandant (CG-83) shall establish and maintain the following controls to meet the
above objectives:

a. A strong control environment;
b. Periodic risk assessments;

c. Focused control activities;

o

Regular monitoring and clear communication;

e. Frequent reporting of both budgetary resources information and information
regarding the effectiveness of internal controls; and

f. Maintain audit readiness materials related to annual CFO audit.

3. In establishing a strong control environment, Commandant (CG-83) shall establish and
maintain an organizational structure while providing organizational support for effective
internal control that:

a. Clearly defines areas of authority and responsibility, delegates the authority and
responsibility, and establishes a reporting hierarchy.

b. Demonstrates a commitment to excellence for hiring, training, evaluating, advancing,
and disciplining personnel; and upholds the need for personnel to possess and
maintain the proper knowledge and skills to perform their assigned duties.

c. Sets and maintains values and standards for ethical behavior that permeate the
organization and aid the successful implementation of internal control systems.

4. Commandant (CG-83) shall also closely coordinate with FINCEN and Commandant
(CG-84) to clearly define roles and responsibilities for transactions and processes that
overlap organizational boundaries. In order to provide all members of the organization
with timely information, Commandant (CG-83) shall provide written procedural updates
and appropriate instruction when a process change is required.

5. Early in each fiscal year, Commandant (CG-83) shall perform an annual risk assessment
that:

a. Identifies material accounts and confirms the establishment of key controls.
Commandant (CG-83) shall use materiality (as determined by Commandants (CG-85)
and (CG-83) staff qualitative evaluations) to identify the budgetary accounts that have
a material effect on the Statement of Budgetary Resources (SBR), and shall establish
and maintain reasonable controls for these accounts. This assessment will confirm
those processes, transactions, and controls which will be most important to financial
reporting during the next year. Also, this assessment will support Commandant
(CG-83) in designating important controls as key controls for annual budgetary
resources internal control assessment.

b. Identifies high-risk compliance areas and establishes control objectives.
Commandant (CG-83) shall develop a prioritized list of compliance risks based upon
a review of annual appropriation acts and other laws, OMB circulars and other
guidance, DHS policy, procedures and directives, the current operational and budget
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environment, and previous findings (e.g., auditor-identified, GAO audit, internal
management review). This assessment shall define high, medium, and low-risk areas.
For each high and medium risk area, it shall provide control objectives, means and
measurements for monitoring, and thresholds for reporting, along with a designated
individual to monitor and report risks. Commandant (CG-83) shall use this
assessment to support the administrative system of funds control and other
Commandant (CG-83) monitoring processes.

6. Commandant (CG-83) shall establish and maintain control activities for each subprocess
and for appropriate transaction events in order to direct accurate, reliable, and compliant
budget execution. Among these control activities, Commandant (CG-83) shall:

a.

Maintain internal control policies and procedures for managing and controlling the
use of appropriated funds and other forms of budget authority.

Establish and maintain an organizational structure that supports the proper
segregation of duties (separate personnel with authority to authorize a budgetary
transaction, process or record the transaction, and review and approve the
transaction).

Establish appropriate supervision of reviews and approvals for important transactions.

Update all process documentation, including flowcharts, and perform an evaluation of
the effectiveness of the controls using the control evaluation matrix.

Maintain and publish a roster of individuals who are authorized to execute
transactions in accordance with laws, regulations, and management policy (e.g., the
Unit Approved Plan (UAP) for FPD — see Subsection 9.5.22.3.3 (Unit Approved Plan
(UAP)/Separation of Duties) in this Manual).

Retain documentation supporting budgetary authority, obligations, and outlays, and
control access to the documentation.

Establish IT application controls requiring that all transactions be properly authorized
before processing, that they be processed accurately and completely, and that the data
processed is valid and complete.

Maintain audit readiness Documentation Support Matrix and UNIT/COCO POC List
for additions, deletions and modifications as needed. These documents are used
during the audit for contacting and requesting support documentation and providing
the guidance on what support documentation is valid to provide to the auditors.

7. Monitoring is an essential part of the budgetary resources internal control framework. In
order to support the annual FMFIA assurance statement for budgetary resources to the
Commandant, the assertions contained in the annual management representation letter,
and the assertions regarding the SBR during the annual financial reporting audit,
Commandant (CG-83) shall:

a.

b.

Conduct an annual assessment of key controls.
In planning this assessment, Commandant (CG-83) shall:

1) Follow Coast Guard policy and coordinate the details and timing of this
evaluation with Commandant (CG-85);
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2) Monitor the progress of the assessment, and

3) Report results of the assessment to Commandant (CG-8) and the Senior
Assessment Team.

8. As a critical part of any control framework, Commandant (CG-83) shall promote the

regular development, distribution, and use of reports and information regarding:
a. Budget execution and BRM process performance;
b. The effectiveness of internal controls; and

c. Compliance with laws and regulations.

5.6.6 Reimbursable Programs (Coast Guard as Seller)

This Subsection establishes the policy relating to intragovernmental and other reimbursable
programs covering goods and services provided by the Coast Guard to other DHS components,
other Federal agencies, and non-Federal entities except for services provided to the public. This
Subsection does not apply to instances where the Coast Guard procures goods or services from
other Federal agencies. Such situations involve Inter/intra Agency Acquisitions or Reimbursable
Work and will be processed through procurement channels accomplished by warranted
contracting officers or designated obligation officials.

1.

The Economy Act (31 USC 1535) provides the basic authority for an agency or major
organizational unit within an agency to place an order with a major organizational unit
within the same agency or another agency for goods or services if (1) amounts are
available, (2) it is in the best interest of the government, (3) the agency to fill the order is
able to provide or get by contract the ordered goods and services, and (4) the agency
determines goods or services cannot be provided by contract as conveniently or cheaply
by commercial enterprise. Lacking a more specific statutory authority, the Economy Act
will govern Interagency transactions. When the Coast Guard procures goods and services
through another Federal agency the transaction shall be processed using the ordering
procedures set forth in Subpart 17.5 of the Federal Acquisition Regulations (FAR), Coast
Guard Acquisition Procedures (CGAP), or Revised Interagency Reimbursable Work
(Financial Transactions) Agreements (IRWA).

14 USC 701 states, “The Coast Guard may, when so requested by proper authority,
utilize its personnel and facilities ... to assist any Federal agency, State, Territory,
possession, or political subdivision thereof, or the District of Columbia, to perform any
activity for which such personnel and facilities are especially qualified. The
Commandant may prescribe conditions, including reimbursement, under which personnel
and facilities may be provided under this Subsection.”

Generally, when the assistance rendered falls within the specific functional
responsibilities of the Coast Guard, the services are performed without charge.
Reimbursable cooperative agreements under 14 USC 701 shall be in writing, in a way
and form, and for a purpose authorized by law. Amounts received from the assisted
agency, government, or political subdivision shall be credited to the appropriation which
bore the expense of the assistance.

Note: The authority only applies to cooperation with other governmental agencies, State or
Federal, and not to private organizations. Reimbursable agreements for services to foreign
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governments are typically with the State Department under that Department’s unique statutory
authority. They are executed by authorized representatives of the Department of State and
coordinated with the Coast Guard International Affairs Staff.

5.6.6.1 Reimbursable Agreements — Policies

Program managers shall establish reimbursable programs on the basis of written agreements.
Reimbursable agreements shall be prepared, approved, and accepted by both parties prior to
providing goods or services in accordance with applicable standards. Such written agreements
are also required for all reimbursable activities performed for other DHS operating agencies;
however, reimbursable activities are not applicable to general working agreements or orders
placed with the DHS Working Capital Fund.

Reimbursable agreements shall meet the following conditions:

1. The nature of the reimbursable work shall be for authorized purposes, and consistent with
the purpose and policies of the Coast Guard; and

2. Program managers shall negotiate reimbursable agreements within the framework of the
Coast Guard’s appropriations structure.

5.6.6.1.1 Finance Services

Program managers will finance services rendered and goods furnished from reimbursable
appropriations, allowances, program elements, or targets subject to reimbursement from both
Federal and non-Federal activities, unless circumstances warrant financing through advance of
funds. To the extent authorized by law, they will apply the same method of financing to
non-Federal activities; however, program managers shall require advance payments when there
is any doubt concerning the collectability of the reimbursable charges.

5.6.6.1.2 Reimbursable Work/Intrinsic Value

The nature of the reimbursable work must have intrinsic value to the Coast Guard at least
equivalent to that which Coast Guard appropriations would otherwise be used. In this respect, it
should be kept in mind that diversion for reimbursable work may deny the use of those personnel
or resources for Coast Guard work.

5.6.6.1.3 Recovery of Costs

The Economy Act anticipates the recovery of actual costs incurred in furnishing goods or
services under a reimbursable agreement. Generally, it is Coast Guard policy to recover actual
costs under all reimbursable agreements, unless it is otherwise reasonable to waive certain costs
(See Subsection 5.6.6.1.5 (Waiver of Costs) below).

5.6.6.1.4 Identification of Costs

Program managers shall identify costs wherever possible through the accounting system. Where
the accounting system is not readily adaptable to identifying costs, program managers shall
establish a simplified procedure to identify costs.
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5.6.6.1.5 Waiver of Costs

Program managers shall not waive the costs of providing goods and services, except as
authorized by law. Only officials authorized to approve reimbursable agreements have the
authority to waive costs.

5.6.6.2 Preparation and Coordination of Agreements

All Coast Guard reimbursable agreements shall be guided by DHS and Coast Guard policies and
procedures.

Note: Refer to Financial Resource Management Manual - Procedures (FRMM-P),
COMDTINST M7100.4 (series), Chapter 5, Section 5.6, Procedure No. 5.6.8, Step 5.5
(Preparation and Coordination of Agreements) for guidelines related to the draft and clearance of
agreements.

5.6.6.3 Reimbursement to the O&S Appropriation

The reimbursable programs which are carried out under the O&S appropriation are generally
those concerned with the operation or maintenance of facilities which are of benefit to another
agency. Maintenance of Navy-owned equipment on Coast Guard units is one example.

5.6.6.3.1 Sponsoring Agencies

Prior to distribution of the draft FMOP, the sponsoring agency for each reimbursable account
develops reimbursable programs through conferences, individual discussions, and
correspondence, in order to fix decisions, agreements, and estimates of costs. Finally, the
sponsoring agency forwards an IPR or the equivalent to the Coast Guard. The Coast Guard must
return the IPR showing signed acceptance under the conditions and amount stated. Signature
authority will comply with the provisions of Coast Guard Acquisition Procedures (CGAP),
Subchapter 3017.501.

The process of developing, inaugurating, and changing these programs requires extensive staff
coordination to ensure that cognizant offices are kept aware of the negotiating process. Toward
this end, responsibilities at Headquarters for negotiating and managing the several reimbursable
programs are assigned as described in the following Subsections.

5.6.6.3.1.1 Established Operating Programs

This Subsection applies to established operating programs, carried out from year to year, which
involve AFC managers in different offices. The program manager will assume responsibility for
drafting correspondence external to the Coast Guard via Commandant (CG-8).

5.6.6.3.1.2 Operating/Support Program Managers

Operating/support program managers responsible for the reimbursable programs shall identify
and develop base-level resources and provide guidance to the ATUs. The ATUs shall in turn
submit detailed funding requests for the reimbursable field programs per Civil Engineering
Manual, COMDTINST M11000.11 (series).
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5.6.6.3.1.3 The Budget Office

Commandant (CG-83) shall solicit both quarterly and annual AFC distributions for each
reimbursable account prior to distribution of the FMOP draft in the spring, and again prior to the
approval of the final FMOP. Commandant (CG-83) will publish the specific amounts in the
FMOP.

5.6.6.3.1.4 Program Managers of Established Operating Programs

Program managers of established operating programs that are carried out from year to year and
that involve only one AFC manager, such as medical supplies and maintenance of Navy-owned
electronic equipment, have the responsibility for drafting correspondence external to the Coast

Guard relative to funds or other requirements.

5.6.6.3.1.5 Interdepartmental Procurement Requests

The office having primary responsibility for one-time programs requiring engineering evaluation
(e.g., joint oceanographic surveys) will assume responsibility for drafting correspondence
external to the Coast Guard relative to funds or other requirements.

Programs receiving IPR advanced billing reimbursable agreements from other agencies, which
indicate the work requested of the Coast Guard, as a servicing agency, and funds available for
such work, should transmit them to Commandant (CG-83). Commandant (CG-83) will verify
the request against previous correspondence, coordinate with other offices concerned to adjust
the financial plan, accept the work order for the Coast Guard, and furnish copies of
correspondence with the signed IPR agreement to permit the rendering of proper bills to the
requesting agency. It is the responsibility of the Headquarters program or Headquarters unit to
return copies of the accepted agreements to the external parties and to initiate any CIFPs
necessary to execute the agreement.

5.6.6.3.2 Cost Estimates

When cost estimates have been agreed on, they are consolidated by Commandant (CG-83), and
the appropriation manager adds an estimate for anticipated yet unconfirmed reimbursements.
The total estimated reimbursement to O&S is entered in the OMB Stage budget as a separate
item from the direct appropriation requested from Congress. Commandant (CG-83) revises this
estimate at the Congressional budget stage and in preparation of the FMOP. Note that the
estimated reimbursable program shown in the budget document does not have to be justified in
that document since it is not in itself a request for funds. The reimbursable funds are justified in
the sponsoring agencies’ budgets.

5.6.6.3.3 Budget Office Reimbursement

Commandant (CG-83) distributes the O&S reimbursements to the O&S AFCs, which will incur
expenses in carrying out the reimbursable programs. Program managers may submit a Change in
Financial Plan (CIFP) or Funds Transfer Authority (FTA) reflecting an AFC distribution when
they establish a new reimbursable program. The apportionment request submitted to OMB by
Commandant (CG-83) does not specifically itemize or identify the reimbursable portion of the
quarterly apportionments. A copy of the signed, accepted reimbursable agreement must be on
file in Commandant (CG-83) and be referenced on any related CIFP submitted for approval.
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5.6.6.3.4 Reimbursement to AFC-80

Obligation authority for reimbursable work for other Government agencies and non-Government
entities is requested and received from OMB during the apportionment process. Once approved
by OMB, these funds are set up in AFC-80 in the amount of the anticipated annual
reimbursement. Unlike other AFCs, AFC-80 does not consist of direct appropriated funds.
Rather, it contains the value of anticipated or actual reimbursement for work authorized to be
done for others on a reimbursable basis.

5.6.6.4 Reimbursements to Other Appropriations

The reimbursable programs under the PC&I appropriation usually involve the construction of
facilities or other assets for the benefit of other agencies and the application of proceeds from the
sale of personal property to acquire its replacement.

R&D reimbursements usually represent cooperative research programs involving Government or
nonprofit civil agencies.

5.6.6.4.1 PC&I Reimbursements

Commandant (CG-83) develops estimates for reimbursable programs under the PC&I
appropriation. These estimates are included in the OMB Stage of the budget as an item separate
from the direct appropriation request. Commandant (CG-83) revises these estimates as required
at subsequent budget stages.

5.6.6.4.2 Research and Development Staff

The research and development staff, Commandant (CG-926) for R&D and Commandant
(CG-83) for PC&I, maintain the reimbursable programs as separate projects. Accordingly, the
office developing a reimbursable agreement under these appropriations prepares a financial plan
and quarterly obligation schedule for each reimbursable project. From these schedules,
Commandant (CG-83) prepares the apportionment request for submission to OMB. Both
directly appropriated funds and reimbursable funds are listed on the apportionment request as
separate line items.

5.6.6.4.3 Establishing Accounts

Commandant (CG-83) establishes an account titled “Anticipated Reimbursements” for the total
amount of reimbursement expected throughout the year for each appropriation. Commandant
(CG-83) provides project account numbers for each reimbursable agreement. To establish
separate project accounts from which obligations may be made, Commandant (CG-83) prepares
a Change in Financial Plan (CIFP), or FTA showing an amount to be decreased in the
“Anticipated Reimbursements” account and increased under the reimbursable project account.
Commandant (CG-83) must approve all reimbursable CIFPs. A copy of the signed, accepted
reimbursable agreement must be uploaded to the CIFP and/or FTA.

5.6.6.5 Financing and Billing Arrangements

In order to assure that the agreement is in sufficient detail for the accounting office to perform
the billing, the agreement shall:
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1. Identify the accounting office serving the performing activity as the billing office;

2. Contain a “BILL TO” address in sufficient detail to allow the accounting office to send
bills for collection;

Indicate the specific goods or services to be furnished,

o

Identify the charges, the method of computation, the billing period, and the estimated
cost;

Establish beginning and ending dates;
Provide for an advance of funds;
Identify the documentation required by the user agency as a condition of payment;

Establish the activity responsible for the accomplishment of the project; and

A

In the event multiple items are to be furnished, provide for separate identification of each
item.

5.6.6.5.1 In Doubt of Paying Ability

Whenever the servicing activity intends to fund a program on a reimbursable basis and doubts
the paying ability of the requesting activity (non-Federal organization), the servicing activity will
indicate on the agreement that an advance of funds is necessary for the entire cost of the project.
An advance installment basis of payments may also be satisfactory, depending on the
circumstances.

5.6.6.5.2 Agreements between DHS and Operating Elements

Agreements between DHS and operating elements are normally done on a reimbursable basis.
Activities entering into agreements are encouraged to obtain assistance from their accounting and
budget offices to establish a mutually acceptable and simple arrangement.

5.6.6.5.3 Servicing Activity

1. The servicing activity shall furnish its accounting office a listing of all organizations
authorized to provide goods and services under the specific agreement. Servicing
activities must list the applicable agreement number and the name and telephone number
of the project officer of the servicing activity.

2. Lead and collateral organizations will prepare and furnish cost estimates to the
appropriate accounting office. These estimates shall include but are not limited to lists of
such items as number of work hours, kinds of contractual services, purchases of
equipment, and identification of each element of overhead.

3. During the course of the agreement, the servicing activity shall review all documentation
developed by it or furnished to it by collateral organizations prior to submission to the
accounting office, to ensure that reference to the agreement number is included.

4. Within 10 workdays after completion of work, the servicing activity shall furnish
notification in writing via close out memo and/or agreement if applicable, stating that the
terms of the agreement have been satisfied. If feasible, this notification shall be furnished
concurrently with the submission of the final documentation.
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5. The accounting office of the servicing activity shall develop and assign numbers to the
agreements. Assignment of numbers shall be performed after the agreement is signed
and prior to the distribution of the agreements. A consecutive numbering system is
required.

6. The accounting office of the servicing activity will expedite final billings (including any
adjustments necessary to conform to the terms of the agreement) and collections. It will
be the responsibility of the servicing activity to notify its accounting office and furnish
documentation immediately upon completion of work.

5.6.6.6 Distribution of Agreements

In addition to local distribution of agreements, the program manager will forward executed
copies to Commandant (CG-83) and to FINCEN (OGQ).

5.6.6.7 Revisions and Amendments

Requesting agencies will prepare written amendments to agreements if there are any changes in
the goods and services provided. The nature of the changes should be explained in detail.
Program managers will prepare CIFPs to reflect any changes in the amount of the agreement.

The agreement shall specify a date of expiration, or indicate that it remains effective indefinitely.
Program managers will review reimbursable MOAs/MOUs annually for accuracy. In addition,
program managers shall renew MOAs and MOU s every five years and renegotiate, as required,
with the partner agency.

5.6.6.8 FEMA Mission Assignments

5.6.6.8.1 Overview

Following a Presidential declaration of disaster or emergency, the Coast Guard may operate
under the Stafford Act and its implementing framework, the National Response Framework
(NRF). The law provides for the Federal Emergency Management Agency (FEMA) to
coordinate employment of Federal agencies and resources in support of the disaster relief efforts
of State and local governments.

The NRF groups the types of Federal assistance most likely to be needed under 15 Emergency
Support Functions (ESFs). Under the NRF, a primary Federal agency may require the assistance
of a support Federal agency to accomplish the assigned Mission Assignment (MA). If a primary
Federal agency determines that the services of a support Federal agency are needed to complete
the MA, the primary Federal agency may subtask another Federal agency to perform the
requirement necessary to complete the MA. For example, the Environmental Protection Agency
(EPA) and the Coast Guard are both assigned as primary agencies for ESF-10, Oil and
Hazardous Materials Response. While FEMA may assign an ESF-10 MA directly to the Coast
Guard if both agencies are involved, the normal practice is for FEMA to assign the ESF-10 MA
to EPA, which then divides the MA with the Coast Guard so that Coast Guard units can assist
with disaster response involving hazardous materials in the marine environment.

It is possible for a Coast Guard unit to be simultaneously supporting several ESFs, as when an air
station launches a helicopter to locate propane tanks adrift in a river (ESF-10) and launches a
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second helicopter to provide logistics and resource support (ESF-7) for disaster relief personnel,
and then diverts the helicopter to perform inland search and rescue under ESF-9.

The Stafford Act provides that the Director of FEMA may issue MAs to any Federal agency,
with or without reimbursement, to utilize its authorities and the resources granted to it under
Federal law in support of disaster relief efforts. The MA is a directive or work order issued by
FEMA directing an agency to complete a specified task and providing a specified amount of
reimbursable funding for that purpose. MAs can be issued by FEMA’s National Resource
Coordination Center (NRCC), one of its Regional Resource Coordination Centers (RRCC), or a
joint field office (JFO) established after a Presidential Disaster Declaration has been issued. The
Coast Guard may receive tasking under several different ESFs for multiple MAs in each State
affected by the natural disaster.

Note: Section 304 of the Stafford Act (42 USC 5147) requires reimbursement for supplies and
services furnished to be deposited to the credit of the appropriation or appropriations currently
available when it is received. Reimbursements may not be received until a follow-on fiscal year.
Lessons learned from Hurricanes Katrina and Rita emphasizes the importance of avoiding
account deficiencies during disasters that occur near the end of a fiscal year. Reimbursements
may not be processed or received until the next fiscal year. A legislative change proposal has
been submitted to address this issue.

In execution of an MA, the Coast Guard must:
1. Accept the MA for operational purposes (the Coast Guard will do the mission).
2. Accept the MA for financial purposes. This involves:
a. Monitoring expenditures to avoid deficiencies;
b. Monitoring costs under non-reimbursable MAs to support supplemental requests;

c. Establishing reimbursable accounts whenever possible;

&

Assigning funds to those units performing the mission(s);

e. Assigning cost documentation responsibilities to those units performing the
mission(s);

f. Procuring goods and services to complete assigned MAs;

g. Actively monitoring actual expenses/burn rates against MA funding provided and

advising FEMA (NRCC, RRCC, JFO) if additional funds will be required to complete
the MA;

h. Making all payments to Government or private vendors for all costs; and

1. Gathering information, for justification purposes, if the costs of the MA will exceed
existing enabling authority (scope) or remaining available fiscal year budget authority
for normal operations.

3. Recover Coast Guard costs incurred under the MA from FEMA or the ESF Lead Agency
under the regulations in 44 CFR 206.8 and rules and conditions established in the
Financial Annex of the National Response Framework (NRF).

Because of the large number of agencies involved in disaster relief operations, requests for Coast
Guard assistance may come from a wide variety of sources.
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FEMA encourages all ESF agencies to develop Pre-Scripted Mission Assignments (PSMAs) to
expedite the MA acceptance process. PSMAs provide a template “statement of work™ language
and estimated costs for work typically performed by a Federal agency. The PSMA identifies
services that the Coast Guard may perform; however, a PSMA does not obligate the Coast Guard
to complete the MA. The Office of Environmental Response Policy (CG-MER) develops the
PSMAs based on input from the National Pollution Funds Center (NPFC), Headquarters
National Preparedness Integration Team, logistics and service center commands, supporting
units, and areas.

5.6.6.8.1.1 Purpose

This Subsection specifies the policy for reimbursement to the Coast Guard for disaster relief
services provided pursuant to tasking by FEMA under the Stafford Act. Two major processes
are outlined:

1. Distribution of the reimbursable funds authorized as a result of the MA process; and
2. Submitting a reimbursement request.

The flow of each process is summarized below.
1. Reimbursable Budget Authority/Funds Distribution Process

a. Asset Operational Costs
FEMA — Field Unit — ATU/NPFC/Commandant (CG-831) — FINCEN.

b. Other Costs Incurred
Field Unit - ATU/NPFC — Commandant (CG-831) — FINCEN — FEMA.

2. Reimbursable Request Process
Field Unit - ATU/NPFC — FINCEN/Commandant (CG-831) — FEMA.

5.6.6.8.1.2 Scope

This Subsection applies to all Coast Guard units of activities that receive and execute FEMA
Mission Assignments.

5.6.6.8.2 Authorities

1. Robert T. Stafford Disaster Relief and Emergency Assistance Act, 1974, PL 93-288, as
amended. 42 USC 5121-5207.
http://www.fema.gov/robert-t-stafford-disaster-relief-and-emergency-assistance-act-
public-law-93-288-amended

2. 42 USC 5147. [Reimbursement of Federal agencies (Permissive) {Sec. 304}]
Federal agencies may be reimbursed for expenditures under this act from funds
appropriated for the purposes of this act. Any funds received by Federal agencies as
reimbursement for services or supplies furnished under the authority of this act shall be
deposited to the credit of the appropriation or appropriations currently available for such
services or supplies.
https://www.gpo.gov/fdsys/pkg/USCODE-2010-title42/pdf/ USCODE-2010-title42-
chap68-subchaplll-sec5147.pdf
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3. 42 USC 5170a. [General Federal Assistance (Permissive reimbursement) {Sec. 402} ]
In any major disaster, the President may direct any Federal agency, with or without
reimbursement, to utilize its authorities and the resources granted to it under Federal law
(including personnel, equipment, supplies, facilities, and managerial, technical, and
advisory services) in support of State and local assistance efforts.
https://www.gpo.gov/fdsys/pkg/USCODE-2010-title42/pdf/USCODE-2010-title42-
chap68-subchaplV-sec5170a.pdf

4. Homeland Security Act of 2002. PL 107-296, 116 Stat. 2135.
https://www.epo.gov/fdsys/pke/PLAW-107publ296/pdf/PLAW-107publ296.pdf

5. Post-Katrina Emergency Management R