CHAPTER 1. ACCOUNTING PRINCIPLES, STANDARDS AND GENERAL REQUIREMENTS


[SECTION A. ACCOUNTING PRINCIPLES AND STANDARDS]


[1A.01]	PURPOSE AND SCOPE


a.	VA Manual MP-4, Part V, "Administrative Accounting," contains the accounting policy of the VA.  The policy and basic procedures contained herein will be followed where applicable by all Fiscal activities, including those of Central Office.  The accounts shall be the official source of all financial statements, reports, and data required to be submitted both within and outside the administration.  Information not obtainable from these accounts is considered to be statistical in nature as distinguished from financial.


b.	This section sets forth the principles [and] standards [ ] to be observed in designing and operating all VA accounting systems.


[1A.02]	RESPONSIBILITIES


a.	Agency.  The Budget and Accounting Procedures Act of 1950 places the responsibilities of establishing and maintaining adequate systems of accounting and internal control on the head of each executive agency.  These systems should conform to the accounting principles, standards, and related requirements prescribed by the Comptroller General of the United States.  In the VA it is the responsibility of the Controller to recommend to the Administrator such accounting policies and basic procedures to be prescribed which will provide (1) full disclosure of the results of financial operations, (2) adequate financial information needed in the management of operations, (3) essential data for formulation and execution of budget estimates, (4) effective control over income, expenditures, funds, and property, and (5) other controls as may be deemed necessary.


b.	Management.  Management officials of the agency have responsibility for effective planning in the use of the financial and other resources entrusted to the agency and for economical attainment of the purpose and objectives of the agency.  Effective accounting aids management in the discharge of these responsibilities.


c.	Accounting.  Accounting is the function of classifying, recording, controlling, reporting, and analyzing financial data to (1) show the cost of carrying out responsibilities, (2) provide a basis for financial planning, (3) provide data for evaluating performance, (4) show the status of financial condition and results of operations, (5) safeguard public funds and other resources, and (6) assure compliance with applicable laws.  Accounting is not an end in itself, but is an important part of the agency's management control system.  The accounting systems should provide essential and reliable information on resources, liabilities and obligations, disbursements, revenues, and costs to meet the needs of management for planning and administering the operations of the agency.  To serve these purposes, the structure of accounting systems should be designed so that major assignments of responsibility or areas of activity can be reported on.


d.	The Fiscal Officer, through the Chief of the Accounting activity, is responsible for the installation, operation, and augmentation of accounting systems at [the facility] level.


e.	Fiscal officials [ ] are responsible for rendering technical advice on all phases of accounting [matters] including the analysis and interpretation of pertinent accounting data and also recommending the form and content of financial statements for use by local management.


[f.]	Fiscal officials are responsible for analyzing any initial or irregular transactions which present accounting procedural problems and when such analysis discloses that a transaction is not sufficiently covered by existing procedures, they are responsible for developing an appropriate method of accounting therefor.


�
[1A.03] ACCOUNTING OBJECTIVES


[The major] objectives of VA accounting systems are the development of a primary source of financial data from which managerial determinations can be made and the establishment of methods wherby [obligation, disbursement and collection (earnings)] of governmental funds and resources will be accurately recorded and reported in a manner that will insure effective control and economical operation. [To this end] it is the intent of the VA that its accounting systems provide:


a.	Full disclosure of the financial results of operations through an orderly system for controlling and recording financial transactions on the accrual basis.


b.	Effective control over and accountability for all funds, property and other assets, obligations, liabilities, expenditures, costs and revenues for which the agency is responsible.


c.	Production of [timely, accurate and complete] financial reports and related information [ ] to meet the needs and objectives of [ ] management and to comply with external requirements.


d.	Production of reliable accounting and related data to be used in the preparation and support of the agency's budget, for controlling the execution and administration of the agency's budget, and reporting to the Office of Management and Budget and others as required.


e.	Coordination of accounting with the agency's planning, programming, budgeting, and statistical reporting functions, including the use of consistent classification of data.


f.	Development of cost data for use in measuring results of operations and performance of assigned functions.


g.	Compliance with statutory requirements.


[1A.04]	GENERAL DESCRIPTION OF VA ACCOUNTING SYSTEMS


a.	VA accounting systems employ the double-entry method of recording transactions in accounts maintained on the accrual basis.  The accounts encompass the full range of assets, liabilities, income, and expense accounts found in the usual commercial system properly adapted and augmented to meet the special requirements of a Government agency.  Accounting procedures should be as simple and readily understandable as practical.  Excessive details or refinements in accounting records and Meticulous procedures which do not produce materially more accurate results or provide other offsetting benefits are avoided.


b.	Accounting [system output is] decentralized to the individual field installations in order that accounts will be maintained [at the lowest level of] management where data is useful in day-to-day operations, however, when practicable, [system operations] are centralized in total or in part, using automatic data processing equipment and other modern electronic methods with feedback data to local [ ] as well as departmental and agency level [management.]


c.	The accounts are designed to furnish adequate financial data [to: (1)] local management, (2) [ ] department and staff management, (3) [ ] Office of Management and Budget [, (4) the Treasury Department, [(5) the] Congress, and [(6) the public on a full disclosure basis.]


d.	The accounting structure is flexible enough to provide for the financial needs of local management, yet [easily aggregated to a national summation] for overall reporting purposes.


e.	Reciprocal accounts are utilized to assure validity of consolidated reports.


f.	All financial transactions are documented and coded so that they can be [audited] through books of original and final entry.


g.	Accounting systems are integrated with the budgetary process so that [financial] results are fully and promptly available to management.


h.	The accounting procedures are (intergrated with administrative control of funds procedures and] are designed[, (1)] to reveal violations of the provisions of the "Antideficiency [Act"] by disclosing overobligation [or overexpenditure] of appropriations[, apportionments, reapportionments, and allotments, (2) to reveal violations of statutory and agency limitations, not


"Antideficiency Act" violations, and (3) to demonstrate that expenditures are applied only to purposes intended by law. (NOTE:  All valid obligations are recorded whether funds are available or not.)


i.	Uniform reporting techniques facilitate preparation of agencywide reports through consolidation of reports from individual sources.


j.	Timely and informative reports of agency operations disclosure all essential financial facts.


k.	Assignments of responsibility and document flow are designed to facilitate effective internal control.


1.	The term "cost" as used in this manual includes the following items of cost:


(1)	Personal services are costed on an accrued expenditure basis, plus yearend adjustment for accrued annual leave.


(2)	Depreciation is not included in cost and is determined on a "cost finding" basis only to meet specific needs.


(3)	Supplies and materials are costed to using activities when purchased from the VA Supply Fund or when received from outside sources.  Users customarily limit stocks to cover 30 days needs, therefore, this basis is closely aligned to the consumption of resources.


1A.05	FINANCIAL DATA PRODUCED BY ACCOUNTING SYSTEMS


a.	Usefulness.  The financial data produced by accounting systems should be useful.  One test of usefulness is whether the data is needed or assists in the discharge of management responsibilities for control of resources and for promotion of greater efficiency and economy in operations.


b.	Reliability and Simplicity.  Transactions occurring during an accounting period should be recorded in the accounts and their effect included in financial reports.  Financial data should be recorded to accurately portray the financial situation and to avoid producing misleading information.  However, accounting processes require many estimates and judgments.  Undue precision in making allocation of costs and income and in computing items where estimates have to be used, is not warranted.  The objective should be to produce data that is reasonably reliable for control, information, and accountability purposes and is not misleading.


1A.06	ACCOUNTING PERIOD


The basic accounting period of the agency should be a calendar month.


1A.07	AUDITING


Auditing is an integral internal control mechanism which should be utilized by all levels of an organization.  Fiscal Officers at the facility level are responsible for periodic review of accounting procedures, operations and reporting thereon to responsible officials.  The Office of Inspector General may also conduct audits as necessary to determine the adequacy and integrity of the agency's internal accounting procedures.


1A.08	IMPROVEMENT AND UPDATING ACCOUNTING SYSTEMS


Accounting systems should be reviewed on a continuing basis and revised as necessary to meet the changing needs of management, the Office of Management and Budget, the Treasury, and the Congress and requirements of the General Accounting Office.


�
1A.09	STATUTORY AND OTHER REQUIREMENTS


This paragraph provides references to the principal statutory and regulatory requirements which underlie VA accounting systems.


a.	Establishment and Maintenance of Accounting System and Financial Reporting.  The Budget and Accounting Procedures Act of 1950, as amended (31 U.S.C. [3511-3513]) provides the Congressional Policy on the purposes and need for adequate accounting systems and financial reporting.  This Act establishes the responsibilities of each executive agency, the General Accounting Office, the Office of Management and Budget, and the Treasury Department for the implementation of these policies.


b.	Antideficiency Act.  Section 3679 of the Revised Statutes (31 U.S.C. [1341, 1342, 1349-1351, 1514 and 1517-1519),] provides that obligations shall not exceed amounts appropriated or apportioned, or amounts allotted for administrative control.  The Act makes individual officers and employees personally responsible for the authorizing or creating of any obligation or the authorizing or making of any expenditure in excess of available funds.


c.	Documentary Evidence of Obligations.  Section 1311, Supplemental Appropriation Act of 1955 (31 U.S.C. [1501]), sets forth the criteria that govern the recording and reporting of financial transactions as obligations.


d.	Accrual Accounting and Cost-Based Budgeting.  Public Law 84-863 (31 U.S.C. [3511-3513], provides for (1) the maintenance of accounts on an accrual basis to show resources, liabilities, and costs of operation to facilitate the preparation of cost-based budgets; (2) the use of cost-based budgets; (3) consistency in accounting and budget classifications and the synchronization of such classifications with organization structure.


e.	Section 3678 of the Revised Statutes (31 U.S.C. [1301(a)]). This section states that except as otherwise provided by law, sums appropriated shall be applied solely to the objects for which they are made, and for no others.  The objective of this statute is to assure that the agency carries out its programs in accordance with the purposes and intent of the Congress.


f.	Merging of Obligated Balances of Expired Appropriations.  Public Law 84-798, as amended (31 U.S.C. [1551-1557]), provides for the system of payment of obligated balances of expired appropriations, and for the withdrawal and restriction of unobligated balances.


g.	Inventory Controls.  The Federal Property and Administrative Services Act of 1949 (40 U.S.C. 483) requires agencies to maintain adequate inventory controls and accountability systems for property under its control.


h.	Monetary Property Accounting.  Public Law 84-863, (31 U.S.C. [3512], imposes the requirement that the accounting system of each agency include adequate monetary property accounting records.


i.	Adjustment or Reimbursement Between Appropriations.  Public Law 89-473, (31 U.S.C. [1534]), authorizes the charging of any appropriation available to an agency for the benefit of any other appropriation of the same agency for the procurement of materials and services, for which funds are available in both appropriations, with the provision that appropriate adjustment or reimbursement be made between the financing and benefiting appropriations during or as of the close of each fiscal year.


j.	Federal Claims Collection Act of 1966.  This Act increases the authority of an agency to settle claims for amounts owed to the Government by reason of the activities of such agency (31 U.S.C. [3711]).


k.	Central Agency Regulations.  General Accounting Office Policy and Procedures Manual for Guidelines of Federal Agencies; Office of Management and Budget Circulars, particularly A-11, A-12 and A-34 and OMB Bulletins, particularly 75-15; Treasury Fiscal Requirements Manual for Guidance of Departments and Agencies; and the Federal Personnel Manual, particularly those FPM Supplements which relate to responsibilities in the payrolling area.


l.	President's Commission of Budget Concepts.  Office of Management and Budget Bulletin No. 68-10, dated April 26, 1968, describes certain recommendations made by the Commission in its report of October 10, 1967, relative to accrued expenditures and accrued revenues, and explains how the recommendations are to be implemented.


m.	Congressional Budget and Impoundment Control Act of 1974. (31 U.S.C. [1102] and 1400-1407) requires that the fiscal year begin October 1 and end September 30.


n.	Budget and Accounting Act of 1921, as amended (31 U.S.C. [1104]).


NOTE: It is expected that, in order to assure compliance with statutory and other requirements, supervisory personnel will periodically review the basic laws affecting fiscal operations.


1A.10	INTERNAL CONTROL


a.	General.  Each accounting and information system should provide for effective internal check and accounting control to help assure that all accounting and related operations are carried out as efficiently and economically as practicable, and that agency operations are within the limits of applicable laws, regulations, and agency policies and directives.  The accounting and information systems should provide appropriate assistance in safeguarding assets against waste, loss or improper use; in assuring that all collections are properly accounted for; and in assuring the accuracy and reliability of accounting data and financial reports.


b.	Control Through Assignment of Duties of Employees.  Responsibility for assigned duties and functions should be appropriately segregated between authorization, performance, keeping of records, custody of resources, and review to provide suitable internal check on employee performance.  Examples of such divisions of responsibilities to be observed, where practicable, are as follows:


(1)	Employees collecting revenues should not maintain or be in a position to adjust the related accounting records.


(2)	Accounts receivable should be established by employees other than those rendering the service or supplying the material giving rise to receivable.


(3)	Employees directly responsible for maintenance of accounting records should not have authority to write off accounts receivable, property, or other assets.


(4)	Employees receiving property should not keep related financial records, or have sole authority to approve the transfer, sale or other disposition of property.


(5)	Employees responsible for custody or accountability of property should not be relied upon exclusively to take physical inventories.


(6)	Employees responsible for purchases should not receive invoices direct from vendors or the accounting copy of receiving reports direct from consignees.


c.	Document Control


(1)	Documents which serve as the basis for recording obligations, expenditures, and payments, such as purchase orders, contracts, vendor invoices, accounting copies of receiving reports, labor distribution reports, time and attendance reports, and revenues, should be forwarded directly to the Accounting activity from the originator.


(2)	The Accounting activity should establish controls to verify that all issued documents are received, that the documents have been approved by authorized officials, and that the transactions represented by the documents are otherwise appropriate for recording purposes.


(3)	Where subsidiary records are decentralized, the records should be under the technical control and direction of the Accounting activity and reconciled periodically to the appropriate general ledger control accounts.


(4)	Financial transactions recorded in the accounting records should be supported by documentary evidence which becomes part of the accounting records.


(5)	Accounting systems should be designed to preclude any unnecessary establishment and maintenance of any records which duplicate or overlap those maintained in the Accounting activity.


d.	Control of Receipts


(1)	Adequate control over receipts of cash or other negotiable instruments should be established at the point of receipt by bonded (when required) employees, and procedures should be designed to determine that all amounts received are deposited or otherwise accounted for.


(2)	Adequate fireproof safekeeping facilities should be maintained for cashiers and collection officers.


(3)	Adequate control over incoming mail should be established to assure that all receipts of cash or other negotiable instruments are placed under accounting control.


e.	Control of Disbursements.  Adequate control of disbursements should include:


(1)	Documentary evidence that goods and services were received and that the quantity, quality, and prices are in accordance with applicable agreements or other authorizations before payment is made.


(2)	Determination that needed goods and services are procured in accordance with applicable law, Federal Procurement Regulations, and agency policies, including consideration of whether terms to the Government are the most advantageous, price and other factors considered.


(3)	Examination of documents and certifications of vouchers prior to payment to insure compliance with laws, regulations, agreements, purchase orders, or other authorizations, and that all administrative determinations and conditions precedent to payment have been met.


(4)	A single set of documents for each transaction to preclude duplicate payments.


(5)	Maintenance of adequate control over disbursement documents at all times.


(6)	Periodic and unannounced audits of agent cashier's advance and imprest funds.  All subvouchers to the cashier's reimbursement voucher should be audited for legality and compliance with imprest fund regulations.  Cashiers should be instructed in their responsibilities.  Adequate safekeeping facilities should be provided to all cashiers.


1A.11	ACCRUAL BASIS OF ACCOUNTING


a.	The VA's accounting systems are maintained on the accrual basis. Under this concept of accounting, disclosure is made of all changes in assets, liabilities, obligation authority, current costs and expenses, and revenues resulting from transactions or events which affect these items.  Obligations are recorded when incurred, liabilities when the goods and services are received, assets when acquired or constructed, income when earned, and expenses when incurred or when resources are consumed through use.


b.	Accounting systems should incorporate the capability of obtaining accrued revenue and expenditure data on a monthly basis.  Such data should be available for reporting, in accordance with prescribed requirements, to the Office of Management and Budget and the Treasury Department for use in preparing periodic reports of the Federal Government.


c.	While it is desirable to record certain accruals as they occur, the requirement for recording accruals is not to be less frequently than monthly, except annual leave.


1A.12	FUND CONTROL


Fund control refers to management control over the use of fund authorizations to insure that (1) funds are used only for authorized purposes, (2) they are economically and efficiently used, (3) obligations or expenditures do not exceed the amounts authorized, and (4) the obligation or expenditure of amounts authorized is not reserved or otherwise deferred without congressional knowledge and approval.


1A.13	OBLIGATION ACCOUNTING


a. General


(1)	The main purpose of accounting for obligations is to provide information for use in controlling obligations and expenditures, preventing the overobligation of, and assisting in the economical and efficient distribution and use of, appropriations, apportionments, reapportionments, and allotments.


(2)	One of the principal reasons for accounting for obligation authority is to assist those responsible in preventing overobligations and assessing responsibility for violations.  Appropriate control should be maintained for each appropriation of fund and apportionment or reapportionment thereof and for each allotment established, the exceeding of which would constitute a violation of the "Antideficiency Act." In addition, appropriate control records should be maintained for each statutory and agency limitation established and for estimated reimbursements to appropriations or funds, including amounts estimated, orders received to date, and amounts earned and collected to date.  Reviews of estimated reimbursements should be made at appropriate intervals and compared with actual realizations and future plans, and the related accounts adjusted to give effect thereto.


b.	Other Principles and Standards for Recording and Reporting Obligations


(1)	Section [1501 of title 31, United States Code sets forth the criteria that govern the recording and reporting of financial transactions as obligations. 31 U.S.C. 1501(a) is quoted herewith:


	"An amount shall be recorded as an obligation of the United States Government only when supported by documentary evidence of -


	(1)	a binding agreement between an agency and another person (including an agency) that is -


	(A)	in writing, in a way and form, and for a purpose authorized by law; and


	(B)	executed before the end of the period of availability for obligation of the appropriation or fund used for specific goods to be delivered, real property to be bought or leased, or work or service to be provided;


	(2)	a loan agreement showing the amount and terms of repayment;


	(3)	an order required by law to be placed with an agency;


	(4)	an order issued under a law authorizing purchases without advertising -


	(A)	when necessary because of a public exigency;


	(B)	for perishable subsistence supplies; or


	(C)	within specific monetary limits;


	(5)	a grant or subsidy payable -


	(A)	from appropriations made for payment of, or contributions to, amounts required to be paid in specific amounts fixed by law or under formulas prescribed by law;


	(B)	under an agreement authorized by law; or


	(C)	under plans approved consistent with and authorized by law;


	(6)	a liability that may result from pending litigation;


	(7)	employment or services of persons or expenses of travel under law;


	(8)	services provided by public utilities; or


	(9)	other legal liability of the Government against an available appropriation or fund."


(2)	Section 1301 of title 31, United States Code was enacted to assure that each agency carries out its programs in accordance with the purposes and intent of the Congress. 31 U.S.C. 1301(a) is quoted herewith:


	"Appropriations shall be applied only to the objects for which the appropriations were made except as otherwise provided by law."]


(3) Fiscal and Finance Officers are responsible to the facility Director for the determination of availability of funds, the recording and liquidation of obligations, and the reporting of the status of obligations and fund balances.  The procedures below will be followed to assure proper exercise of this responsibility.


(a)	Documents by which obligations are incurred or reported must identify the appropriation or fund to be charged.  When an obligation is funded from and charged to more than one appropriation or fund source, provision should be made for distributing the charge between appropriations or funds consistent with the intent of applicable law and regulations.


(b)	All obligations must be recorded in the prescribed form (in accordance with 31 U.S.C. [1501(a)]) and, except in cases of emergency involving the safety of human life or the protection of property or as specifically provided elsewhere, the obligation documents will be forwarded to the Fiscal activity for determination as to the availability of funds before any legal or equitable liability is incurred.


(c)	Accounting activities should make appropriate determinations of the accuracy of amounts reported as obligations.


(d)	Obligations should be recorded promptly after incurrence.  In instances where the amount of the obligation is indefinite at the time incurred, a reasonable estimate should be used.  When information is available which shows the estimate to be materially inaccurate, appropriate adjustments should be made to the obligation records.


(e)	Obligations created in emergencies will be confirmed by issuance of the prescribed authorization or order.  Such documents will be forwarded to the Accounting Section not later than the close of business the next day following the date the obligation is incurred,


(f)	No voucher will be submitted to the Treasury Regional Disbursing Office unless a previously recorded obligation or an unobligated balance sufficient to cover the disbursement is available.


(g)	Under no circumstances is the recording of an obligation to be delayed because there is a lack of funds.


(h)	Facility reports of obligations will be certified annually by the Fiscal or Finance Officer and countersigned by the Director to the effect that the amounts reported accurately reflect all known obligations, and that no unrecorded obligations are known to exist.


(i)	All obligations will be recorded in the net amount.


(j)	In any instance where an obligation is incurred which results in a possible overobligation of the allowance, the Finance or Fiscal Officer will notify the facility Director immediately.  The facility Director will initiate an investigation to determine if an overobligation occurred, the facts and circumstances surrounding the possible violation, and the individual responsible.  Within 10 calendar days from the date of notification of the possible overobligation, a teletype report will be submitted by the facility Director through the appropriate fund distribution channels to the [Director, Office of] Budget and Finance [(Controller)] (47). The teletype report will include: 1. the estimated amount of the possible overobligation; 2. the nature/type of the possible overobligation; 3. the title and symbol of the appropriation or fund; and 4. a brief but comprehensive description of the facts and circumstances surrounding the case as then known.


1A.14	OBLIGATION BASED AND COST BASED OPERATING PLANS


In accordance with the requirements of 31 U.S.C. [1108(b)(1)] and regulations issued by the Office of Management and Budget, the VA presents and justifies a cost-based budget to the Congress.  To support this budget and to report on the operational status of any budget year, accounting records of all costs incurred are maintained at each level for which cost-based budgets have been established and by each official administratively designated as a point of control.  As the "Antideficiency Act" speaks to the control of obligations and expenditures, the major budget control in the VA is obligations.  Therefore, operating budget plans are required from each responsible official on an obligations basis and are utilized to control obligations by program and appropriation within the available apportionment.


�
1A.15	CASH RESOURCES


a.	General.  The cash resources of the Department to be accounted for include appropriation and fund balances on deposit with the U.S. Treasury, cash receipts and disbursements in-transit, cash receipts on hand, and imprest funds.


b.	Accounting for Cash Resources.  Accounting systems should provide for complete and accurate accounting for all cash receipts, disbursements, and balances as follows:


(1)	Control over cash receipts should be established at the point of receipt and procedures should be designed to assure that amounts received are properly deposited and accounted for.


(2)	All receipts should be deposited daily, insofar as practicable, in an officially designated depository.


(3)	Disbursements should be recorded on an approved voucher basis.


(4)	Cash resources should be handled in compliance with all requirements of law and applicable regulations.


(5)	Cash resources in the form of foreign currencies are subject to the same accounting principles and standards that are applicable to domestic cash resources.  Procedures of the Treasury Department will be observed.  When foreign currency is not readily convertible to U.S. currency, reports may be stated in dollar terms but the reports should disclose that the dollar amounts shown for foreign currency transactions and balances do not represent revenues, expenditures and assets in terms of realizable U.S. currency.


1A.16	RECEIVABLES


a.	General.  Accounts receivable are the amounts to be collected from various governmental bodies, individuals and firms for materials furnished, services rendered, and refunds of amounts erroneously paid.  Under the accrual basis of accounting, receivables representing amounts due from others are accounted for as assets from the time the acts giving rise to such claims are completed until they are collected, converted into other resources, or determined to be uncollectible.


b.	Principles and Standards


(1)	Accounts receivable should be recorded in the accounting records in the period in which earned.


(2)	Amounts to be accounted for as receivables should consist of the amounts actually due under contractual or other arrangements governing the transactions which result in receivables.


(3)	Accounts for major categories of receivables, such as Government and other, and to distinguish between reimbursements to appropriations and refunds, should be maintained to permit full disclosure of the nature of receivables in financial reports.  Receivables set aside for a mortgage trust will be accounted for separately in the accounting records.


(4)	Loans to others should be accounted for as receivables only after the funds have been disbursed.  Loans authorized but not disbursed are a form of commitment to be disclosed in explanatory notes to financial reports, but they should not be reported as assets with related liabilities representing obligations to make loans.


(5)	Accounts receivable balances and documents should be reviewed monthly to identify and take prompt action on delinquent accounts.


(6)	Regular reviews should be made to determine the portion of accounts receivable that may not be collectible.  Doubtful accounts should be identified and the amount thereof charged off to expense in the period in which determined to be doubtful, with an offsetting credit to a valuation reserve or allowance account, and disclosed separately in financial reports.  When those accounts are determined to be uncollectible, they should be charged against the valuation reserve or allowance account.  An allowance account should be established for either 100 percent of the receivable value for any receivable over 6 months old and not in any repayment plan or an amount based on an analysis of collection activity at each station.


(7)	Individual accounts receivable balances should be reconciled monthly with the balances shown in the general ledger control accounts.


(8)	Accounts receivable authorized by Public Law 89-508 to be compromised or settled by the agency should be written off only after all prescribed efforts to collect have failed and such writeoffs have been approved by authorized officials.  Uncollectible receivables, required by regulations issued by the General Accounting Office to be transferred to that agency for collection, should be written off at the time of transfer.


(9)	Receivables that are collectible in the form of foreign currency that are not freely convertible to U.S. currency are subject to he same financial reporting standard as restricted foreign currency.


1A.17	 PROPERTY


a.	General.  Financial and quantitative property records should be maintained by general ledger accounts for management information, accounting control and reports preparation.


b.	Principles and Standards


(1)	General


(a)	Accounting control over property should be established and maintained as an integral part of accounting systems.  The primary basis of accounting for property is cost, including transportation, installations and other costs of putting the property in form and place to be used or managed, plus any trade-in allowance; less the amount of any discounts taken.  Where cost is not known, not measurable, or not significant in relation to value, reasonable estimates of value should be used.


(b)	Real property (land, buildings, structures, and facilities) should be capitalized when VA acquires such property by means of construction, purchase, foreclosure, transfer or donation.


(c)	Nonexpendable personal property should be capitalized when it is complete in itself; does not lose its identity or become a component part of another article when put into use; is durable in nature with an expected service life of 2 years or more; and has a unit cost of $300 or more.  Expenditure for nonexpendable property which does not meet the above criteria should be classified as current expense.


(d)	The use of the $300 minimum as one of the criteria for capitalization of nonexpendable property is a practical device that avoids unnecessarily detailed property accounting for items that are too small to warrant such accounting.  However, dollar minimums should not be applied to property items which constitute a significant segment of the investment or where the aggregate cost of such items is substantial.  Selected items of a nonexpendable nature which do not meet the criteria established for capitalization are controlled through he maintenance of custody receipt files, the taking of physical inventories, and the establishment of appropriate safekeeping facilities.


(e)	Significant classifications to disclose the nature and status of property, such as land, buildings, motorized and heavy equipment, and office furniture and equipment, should be established in the general ledger and in property detail records.  Property should be recorded in the appropriate general ledger asset account at the time it is accepted, acquired, construction is completed, or otherwise taken custody of.  The cost of property should be removed from the accounts when retired from service, dismantled, destroyed, transferred, sold or otherwise disposed of.


(f)	Property acquired from other Federal agencies on a reimbursable basis should be recorded at the transfer price agreed to but not less than its estimated useful value; property acquired from other Federal agencies on a nonreimbursable basis should be recorded on the basis of the estimated useful value to VA; transportation, installation, and related costs incurred should be added to the accounting basis; original cost information on transferred property needed for report purposes should be a matter of record in the accounting system.


(g)	Property acquired by donation, devise, forfeiture, confiscation or transfer at no cost should be recorded in the accounts at an estimated amount representing what VA would have been willing to pay for it.  The usefulness, condition and estimated market value of the property should be considered in establishing value.


(h)	Accounting for costs of assets in the process of construction and the research and development costs for design, fabrication, or modification of equipment and material should be recorded in the general ledger work-in-process control account which discloses the nature of the asset being constructed or developed.  Upon completion of the process, accumulated costs should be transferred to the appropriate asset or expense account.


(i)	Real and personal property acquired under lease-purchase contracts which have the practical effect of installment purchases should be recorded at the purchase price, taking into consideration any part of the rental payments which are to be applied to the purchase price.  Any part of rental payments to be capitalized which have been expensed previously should be credited to current or prior years' expense accounts, as applicable.  With respect to real property acquired in this manner, the amount to be capitalized should also include costs incurred outside the terms of the lease-purchases contract which relate to the procurement, including administrative expenses and interest charges incurred during any period of construction.


(j)	Expendable inventories acquired for the Department revolving fund and placed in the inventory stores accounts should be recorded at acquisition cost plus transportation cost.  Inventories transferred, sold or otherwise disposed of should be removed from the asset account on the basis of the inventory value plus a surcharge to recover operating cost of the fund.


(k)	Where the useful life of property has been extended or capacity to render service increased because of additions, replacements, betterments, alterations, or rehabilitation the costs incurred should be capitalized.  Expenditures for normal maintenance and repairs should be accounted for as current operating costs when such expenditures do not specifically extend the useful life of the property or add materially to its value.  Property meeting capitalization criteria should also be depreciated.  Betterments, alterations, etc. should be depreciated over the useful life of the improvement.


(l)	The cost of property acquired by foreclosure processes should be measured by VA's investment, through loans or other costs incurred, in the assets.


(m)	When property is retired from service and dismantled, destroyed, transferred, sold, or otherwise disposed of the cost or other basis of accounting should be removed from the accounts along with any accumulated depreciation.  Removal costs and any amounts realized from sale, transfer, or other salvage should be considered in determining the gain or loss on retirement.  A separate account should be established to record the loss or gain from retirement and disposal.  Distinction should be made in the accounts between the results from normal retirements and those considered to be out of the ordinary.  Property retired from service but not promptly disposed of should be classified in separate accounts to disclose its status.   The book value of property transferred to other agencies without reimbursement should be accounted for as a reduction of the Government's investment.


(2)	Documentation


(a)	Entries to both general ledger control accounts and detail property records should be made from the same source documents.


(b)	Property source documents should contain sufficient data to determine whether the property is to be capitalized, costed to operations or placed in expendable inventory accounts.


(c)	The accounting copies of receiving reports should be forwarded directly to the Accounting activity for recording in the accounts and subsidiary records in the accounting period in which the property is received.


(3)	Control Accounts and Records


(a)	The general ledger control accounts for real and personal property should be supported by subsidiary accounts and records which identify, classify, and segregate the various types of property and include the recorded amounts, quantities and location.


(b)	A single set of detail property records should be used for both accounting and property management purposes.  The property accounting system and reports should identify excess/surplus property subject to transfer or disposal and property otherwise not in use.


(c)	The monetary values reflected by the official property records should be totaled and reconciled with the general ledger balance at least monthly.


c.	Physical Inventories


(1)	Physical inventories of all materials, supplies and capitalized personal property should be taken annually.  More frequent inventories will be taken of particular types or kinds of property or of property at a particular activity when deemed essential for its control and protection.  Special inventories should be taken upon death, resignation, retirement, transfer, reassignments, or extended absence of an employee charged for property on the accountability record.


(2)	Significant differences between quantities determined by physical count and those shown in the accounting records should be investigated to determine the causes of difference and to identify necessary improvements to prevent future errors, losses, or irregularities.  Accounting records and property records are adjusted to agree with the results of physical inventories only when adequately supported by approved reports.  In the case of real property, including personal property installed or affixed thereto, the frequency of taking physical inventories may be at greater intervals, the length of which should depend on such factors as remoteness of location, changes in structure or use, durability, and susceptibility to improper use.


1A.18	ADVANCES AND PREPAYMENTS


Advances and prepayments for travel, construction contracts, grants and other purposes should be recorded as assets.  When performance occurs, the accrued expenditure should be recorded and the asset account reduced accordingly.


1A.19	LIABILITIES


a.	General.  Under the accrual basis of accounting, liabilities represent amounts payable to others usually as a result of the receipt of funds, property, or services.


b.	Principles and Standards


(1)	All liabilities of the Department should be recorded in the accounts in the period in which incurred and they should be removed from the accounts in the period in which they are liquidated, so that the financial position of the Department may be fully and properly disclosed in Department reports.


(2)	Amounts to be recorded as liabilities should represent the amounts actually owing or accruing under contractual or other arrangements governing the transactions, including operating expenses incurred but not paid.  In instances where the amount of the liability is not definitely established, the best estimate should be recorded and then adjusted when definite information becomes available.


(3)	Liabilities incurred should be accounted for and reported irrespective to whether funds are available or authorized for their payment.


(4)	Separate accounts for major categories of liabilities, such as Government and other, should be maintained to facilitate clear and full disclosure of the nature of the liabilities.


(5)	Accrued liability records should be reconciled monthly with the general ledger control accounts.


(6)	Payments should be made promptly when due and in time to take advantage of discounts offered by vendors.


(7)	Advances received from others for materials or services, such as working fund advances, should be recorded as a liability, which should be reduced as the services are performed or materials delivered.


 (8)	The purchase price included in lease-purchase contracts for real property and personal property should be recorded as a liability upon acceptance of the property from the contractor and should be reduced on the basis of periodic payments.


c.	Liabilities Under Contract Work.  Under contracts in which a liability accrues as work is performed by the contractor prior to delivery of material or completion of the service, the cost of materials or services incurred by the contractor should be recorded as a liability and the contract as an asset or expense on the basis of reported or estimated performance of work.  Such contracts generally involve progress payments for work performed.


d.	Contingent Liabilities.  A contingent liability is one which is related to a post transaction or event which could possibly become an actual liability in consequence of a future event.  The uncertainty as to whether there will be legal liability differentiates a contingent liability from an actual liability.  Items which have been recorded as valid obligations should not be recorded as contingent liabilities.  Appropriate records of contingent liabilities, including tort claims, should be maintained as part of the accounting systems.  When the amounts of the liabilities are significant, they should be disclosed and explained in financial reports.


e.	Leave Liability.  As a minimum, the VA should accrue in the agency accounts and disclose in financial reports the cost and related liability for accrued annual leave as of the close of each fiscal year.


f.	Liabilities Determined on Actuarial Basis.  The financial records of VA insurance programs involving the increase of liabilities which require measurement on an actuarial basis should clearly disclose the full current cost of these programs as they accrue and the estimated liability at any given time to make future payments regardless of the degree to which funds have been appropriated or otherwise obtained to make such payments.


[1A.20]	INVESTMENT OF THE U.S. GOVERNMENT


a.	General.  The investment of the United States in the assets of the VA consists of the residual equity of the Government after deducting all known liabilities.


b.	Accounting for Investments.  Separate accounts should be maintained to provide the basis for disclosing in financial reports all major elements of the Government's investment, consisting as a minimum of the following:


(1)	Additions to Investments


(a)	Congressional appropriations.


(b)	Borrowing from the U.S. Treasury.


(c)	Reimbursements to appropriations.


(d)	Property and services obtained from other Federal agencies without reimbursements.


(e)	Accumulated net income from operations.


(2)	Reductions to Investments


(a)	Appropriations and funds returned to U.S. Treasury.


(b)	Property transferred to other Federal agencies without reimbursements.


(c)	Accumulated excess of expenses over income from operations.


Appropriate accounts should also be maintained to provide for disclosure of the status of all appropriations and other sources of obligation authority in terms of apportionments, allotments, obligations, and expenditures.


[1A.21]	REVENUES


a.	General.  Revenues represent amounts earned which result from carrying out operations.


b.	Principles and Standards


(1)	Revenue transactions should be recorded in the accounting records during the accounting period in which the revenue is earned and the records should clearly indicate data pertinent to issuing billings, such as due date, particulars, and amount. Revenue is derived from rents, fees charged for services performed, sales of goods or services and other miscellaneous income.


(2)	All revenues should be collected as promptly as possible.


(3)	Appropriate accounts should be maintained to facilitate clear and full disclosure of the nature of the revenue in the financial reports.


(4)	The Accounting activity should make a positive determination at least monthly that they have received all documents which evidence the earning and receipt of revenues.


[1A.22]	COSTS


a.	General


(1)	Cost accounting is that part of an accounting system devised to systematically measure and assemble all significant elements of cost incurred in accomplishing a specific purpose, carrying on an activity or operation, or completing a unit of work or a specific job.


(2)	Cost data will be obtained from the accounts employed under formal cost accounting systems.  Appropriate cost-analysis techniques will be used in circumstances where the maintenance of detailed account classifications for this purpose would not be justified.


(3)	Provisions should be made by the VA for the systematic accumulation of needed cost as well as measurable quantifiable performance information by budget programs and activities, by major organizational segments, or by other areas as determined to be useful in controlling cost and evaluating performance.


b.	Principles and Standards


(1)	General


(a)	In accounting for costs in the VA, provisions should be made in the accounting system for the accumulation, distribution, and recording of all significant element of costs.  These should include salary costs, materials used, financing costs, including loan discounts, and other direct costs, and when appropriate, distribution by established methods or rates of overhead including fringe benefits and depreciation.  If any of the significant elements of costs are omitted, cost reports should disclose the nature and estimated amounts of the omissions and reason therefor.


(b)	In circumstances where the maintenance of a formal cost accounting system is not justified, appropriate use should be made of analytical or sampling methods coupled with modified cost accounting techniques, wherever practicable to provide needed cost information for management and reporting purposes.


(c)	Costs assigned to a given organization or purpose should not be limited to those that are funded.  If significant elements of cost are unfunded or financed by other programs or appropriations, or agencies, provision should be made to associate such costs with the benefiting job or activity.


(d)	Cost reports for internal management should generally include only those costs which are controllable at organizational level for which the report is prepared.  However, in instances where the purposes of a report require the inclusion of other costs, they should include costs which cut across organizational lines of responsibility to the extent necessary to meet the needs of management.


(e)	There should be consistency in the classification of financial data between data used in the cost systems and that used in the budgetary processes.


c.	Depreciation


(1)	General.  Depreciation is an element of cost which should be considered in costing out operations so that the more significant elements of cost will be included in the total cost of performance.  Accounting for depreciation as a cost is an integral part of the accrual basis of accounting.


(2)	Principles and Standards


(a)	Depreciation as an element of cost is an estimate of the portion of the total cost of a long-lived capital asset consumed through use, approaching obsolescence, or other reason to be assigned as a cost of operation or performance over its estimated useful life.


(b)	Procedures should be adopted to account for depreciation of capital assets whenever a periodic determination of the cost of all resources consumed in performing services is needed.  The principal circumstances in which depreciation information is needed are:


1.	To determine the amounts to be reimbursed for services performed where full costs are to be recovered.


2.	To provide full disclosure of the financial results of the agency's business type activities operating under revolving funds and to adequately reflect such information in financial reports and statements.  Another circumstance requiring consideration, where the investment in depreciable assets used is substantial, is the need to assemble total costs to assist management and other officials in making costs comparisons, evaluating performance, and devising future plans.


(c)	In computing depreciation, the straight-line method or rates developed from periodic depreciation studies are preferred.


d.	Overhead Costs


(1)	For most purposes for which it is decided that costs should be determined and accumulated, some of the costs can be directly associated with the purpose being costed.  Those related costs which cannot be directly associated because they also relate to other purposes are referred to as overhead.


(2)	Accumulating costs by areas of assigned responsibility may not satisfy all of the needs of the agency for cost information where costs cut across lines of responsibility.  In accumulating the costs, not all of the costs accumulated by areas of responsibility can be associated directly and solely with some project, program, or other purpose.  The indirect costs or overhead which should be allocated to these areas will depend on the purposes to be served.  In allocating overhead to such areas, all charges which could have a significant effect on conclusions reached and decisions made should be included.


(3)	The system for allocating overhead should be such as to preserve the ability of the accounts to disclose costs by major areas of responsibility.  In making allocations, bases should be used which permit distributions of overhead on the bases of the benefits accruing to the various cost groupings, and which produce reasonably reliable results in keeping with the purpose to be served.  Processes of cost distribution should be avoided where their cost of performing them outweighs the benefits derived.


e.	Losses


(1)	All realized gains or losses on exchange transactions, representing differences between values received and the investment in materials or services exchanged, should be disclosed in the accounts and financial reports.


(2)	Other losses actually incurred or which may be expected to occur with reasonable certainty during an accounting period should be recognized in the accounts and disclosed in financial reports.  The amounts of such losses should be determined from the best information available.  Losses of this type should be credited to an appropriate reserve account when accrued, and when such losses are experienced, the reserve account should be charged.


f.	Leave Costs.  The cost of annual leave accrued should, as a minimum, be recorded as of the close of each fiscal year.  If it is determined that accrued annual leave is needed at more frequent intervals, provision should be made to obtain and record this data in the accounts.  Net increases or decreases in leave liability at the close of an accounting period should be classified as an operating cost for the accounting period covered.


g.	Grants


(1)	Accounting for grants should include all aspects of grant transactions from approval of the proposed grants to final action by the grantees and grantors.


(2)	Payments to grantees in advance of work performed should be accounted for as advances of the agency until evidence of performance has been received from the grantees.


(3)	Payments to grantees as reimbursement for work performed or costs incurred should be accounted for as reductions of liabilities to pay for such work or costs.


(4)	Payments to grantees under grants where no performance or reporting is required or where payments are scheduled to correspond with performance should be accounted for as liquidations of the obligations and as costs incurred.


(5)	Reports from grantees should be required at reasonably frequent periods under advance or reimbursable grants to serve as the bases for accounting entries.  Where necessary, estimates may be used in lieu of reports for monthly reporting purposes.


(6)	Where title to grantee-acquired property vests or may vest in the Government, appropriate property records should be maintained.


(7)	Upon termination of a grant, unused and improperly applied funds should be collected or adjusted pursuant to the terms of the grant and arrangements should be made for disposition of Government-owned property.


[1A.23]	PAY, LEAVE, AND ALLOWANCES


a.	General. The agency system for processing pay and allowance payments to employees or their designees, and for the recording and reporting of attendance and leave should be designed basically to provide for: (1) prompt payment of proper amounts of pay and allowances to employees entitled to be paid, (2) compliance with applicable laws and regulations, (3) proper disposition of all authorized deductions from pay, (4) integration of the system's subsidiary records with the general accounting system, (5) maintenance of adequate and reliable payroll records, including leave and attendance records, (6) adequate control over all phases and segments of the system, and (7) proper coordination of pay and leave functions with personnel operations and  other related activities.


b.	Principles and Standards


(1)	Controls


(a)	There should be clear cut assignments of responsibility and delegations of authority in writing to carry out the pay, leave, and allowance functions.


(b) There should be appropriate separation of assigned duties relating to pay, leave, and allowances, so that no one person performs all phases of a given transaction.  To carry out this principle, the following functions should be performed by different individuals, wherever practicable:


1.	Processing of personnel actions.


2.	Granting, approving, and advancing leave.


3.	Recording and reporting attendance and absence from duty.


4.	Computing pay, preparing payrolls, and maintaining payroll records.


5.	Certifying payrolls.


6.	Disbursing funds.


7.	Delivering checks and bonds.


8.	Maintaining controls.


(c)	Controls should be established over all payroll source documents to assure receipt.  This may he accomplished by predetermined control listings, numbering of documents, or other acceptable methods.


(d)	The system should provide procedures which will assure that all source documents affecting pay are taken into account in determining amounts payable.


(e)	All adjustments to pay, leave, and allowances should be authorized in writing by proper authority, and properly documented.


(f)	Amounts of pay should be controlled by predetermined totals established independently of the process of computing the payrolls to control hours of pay status and leave, pay rates, and noncalculated deductions.


(g)	Mechanical controls should be established, where feasible, to assure accuracy of payroll processing.  These include such items as parity checks, test decks, crossfootings, and item counts.


(h)	All employees should be assigned a number for identification purposes.


(i)	The payroll certifying officer should not compute amounts payable, maintain payroll records, or distribute checks.  The immediate supervisor of payroll operations should not certify payrolls.


(j)	Payment of payrolls should be made by check.


(2)	Conformance With Statutes and Regulations.  The system should provide procedures for computing pay, leave, and allowances in accordance with applicable laws, regulations, and decisions of the Comptroller General.


(3)	Integration With the Accounting System.  The payroll system should be integrated with the accounting system and controlled through use of a system of subsidiary records on retirement, tax, bonds, insurance, health benefits, pay and allowances, and applicable general ledger control accounts.  Not less frequently than quarterly, reconciliations between the subsidiary records and the control accounts should be made.  Provision should be made for distributing payroll costs to appropriate cost centers.


(4)	Notification of Pay Changes.  Employees should be furnished a notice of all changes in pay, showing as a minimum, gross pay and deductions made therefrom.


(5)	Document Files.  Document files should be maintained in the payroll accounting stations and should include all documentation received authorizing additions to and deletions from the payroll, changes in pay, and other adjustments.


(6)	Records of Pay and Deductions.  An appropriate record should be maintained for each employee showing gross earnings, the amount and nature of all deductions, and net pay for each pay period.


(7)	Time and Attendance Records


(a)	Time and attendance records should be maintained for each employee to provide affirmative evidence of entitlement to specific types of pay by showing the number of hours in pay status and the nature, length, and type of absences.


(b)	Attendance and leave records should be maintained by time and attendance clerks who are designated in writing and who would have positive knowledge at all times as to whether the employee is present or absent.


(c)	The authority to grant leave and approve overtime and holiday work should be delegated in writing.


(d)	All approval of overtime and holiday work should be in writing by authorized officials.


(e)	The system should provide for a single uniform record for attendance and leave.


(f)	Employees should not certify or approve their own time and attendance reports, except in rare and justified circumstances where it is impractical to do otherwise and where specifically authorized.


(g)	The time and attendance reports should be submitted on a timely basis for payroll processing.


(h)	Responsibilities of supervisors, time and attendance clerks, and accounting officials for leave approval, attendance and absence recording, submission of records, and processing of records should be clearly stated by each agency.


(8)	Delivery of Paychecks and Savings Bonds.  Paychecks and U.S. savings bonds and notes should be delivered directly to the persons being paid unless procedures have been established by the agency to deliver checks and bonds by mail.  Persons designated to deliver paychecks, bonds and notes should not participate in preparation, approval, or certification of payroll vouchers and personnel action documents or in the maintenance of the payroll, time and attendance records, and leave records.  Each employee should be known by or identified to the person who delivers his paycheck.


(9)	Collection of Indebtedness.  Prompt action should be taken for collection of debts of employees due to erroneous payments.  Agency regulations covering these collections must be approved by the Office of Management and Budget.


(10)	Emergency Evacuation Payments for Civilian Employees.  Provision should be made for the safekeeping of essential records in order that emergency evacuation payments may be made to civilian employees and their dependents.


�
[1A.24] FINANCIAL REPORTING


a.	General.  The [VA] accounting systems [are] designed to facilitate the timely preparation of needed financial reports.  The reports [are] designed to: [(1)] clearly disclose significant facts about agency operations and activities, [(2)] be of maximum use to internal management, and [(3)] meet prescribed external requirements.


b.	Principles and Standards.  The following principles and standards apply to financial reports:


(1)	Reports should provide for full disclosure of the financial results of operations for the period covered.  If significant costs applicable to an activity for which a statement of operations is prepared are excluded for any reason, such as costs financed by another fund or agency, the statement should explain the exclusions along with an estimate of the amount involved.


(2)	Reports should be prepared and issued on a timely basis to be responsive to internal and external requirements, including those of the Congress and the regulatory agencies.


(3)	Provisions should be made for complying with legal and other requirements relating to the preparation and issuance of reports.


(4)	Reports should be complete, reliable, and clear, revealing identification of their purpose and the period covered, and should be as simple as possible to serve the intended purpose.


(5)	To the maximum extent feasible within the limitations of reporting dates, reports should include the transactions to and including the end of the reporting period.


(6)	Data should be reported on a consistent basis from one period to another.  In those cases where deviations are necessary, they should be fully explained and their effect pointed out.  The reports should be in agreement with other reports covering the same information and reporting period.


(7)	Recurring reports (including related reporting procedures) should be reviewed periodically to determine whether they serve the purpose intended.


c.	Type of Financial Reports


(1)	Basic Financial Reports.  [The basic] financial reports [ ] prepared include:


(a)	Statements of assets and liabilities (balance sheets).


(b)	Statements of operations of programs and activities conducted.


(c)	Statements of sources and application of funds.


(d)	Statements of changes in investment of the United States.


(e)	Statements of status of appropriation or other individual funds.


(f)	Statements of costs incurred by areas of responsibility and by programs and activities, in comparison with budgeted costs and other standards.


[NOTE: All reports are not made for all funds.]


(2)	Other Financial Reports.  In addition to the reports listed above, specifically designed reports should be developed to meet the needs of the various levels of management in accordance with their respective assignments of responsibility as their needs are demonstrated.  The objective is to provide each level of management with significant financial information related to their area of responsibility to assist them in performing a more effective and economical operation.  The format, content, and frequency of such reports should be tailored to meet the needs and peculiarities of each level or group.


[1A.25]	ACCOUNTING ENTITIES


a.	Accounting by funds or appropriations is one of the most distinctive features in governmental financial procedures.  This results from the fact that many activities are financed from specific revenues which are earmarked for a particular purpose or are financed from appropriations limiting the use of funds.  A fund is a sum of money or other resource (gross or net) set aside for the purpose of carrying on specific activities or attaining certain objectives in accordance with special regulations, restrictions, agreements, or limitations.  An appropriation is an authorization by an act of Congress to make payments out of the Treasury for specified purposes.  Both funds and appropriations are of such nature that they can be handled as independent fiscal and accounting entities.


b.	Variations in the accounting procedure for different funds, appropriation, or series of appropriations, indicate to what extent each has been considered as an independent entity.  Some operations are accounted for in the same manner as commercial enterprises carrying on similar activities.  Other operations are regular governmental activities and the purpose of accounting is different.  Establishing separate accounting entities allows for greater flexibility in procedures, thereby making possible a ready adaption of accounts to changing circumstances.  Separate groups of accounts should be maintained for each appropriation or funds, i.e., General Operating Expenses, Medical Care, Medical Administration, Research, Construction, Compensation and Pension, Readjustment Benefits, Supply Fund, Insurance Funds, and Loan Guaranty.


c.	Each accounting system should provide the appropriate fund identification of financial resources and transactions.


[1A.26]	ACCOUNTING TERMINOLOGY


Fiscal officials at field stations will make certain that a copy of Office of Management and Budget Circular No. A-34 Revised is part of the finance reference library.  Accounting terms used in this manual conform with the definitions outlined in section 21 of that circular.


[1A.27]	DEVIATIONS FROM PRINCIPLES AND STANDARDS


Deviations from these principles and standards will be clearly identified and explained as part of any accounting system designs submitted under this statement.  This statement of principles and standards does not preclude expansion in particular instances to more specifically identify their application to the operations of the individual systems within the agency.


�
SECTION B. ADMINISTRATIVE CONTROL OF FUNDS


1B.01	PURPOSE


The purpose of this section is to provide for the administrative control of all funds within the VA.  It prescribes VA policies and procedures designed to:


a.	Restrict obligations and expenditures (disbursements) of each appropriation or fund to the amount available therein.


b.	Fix individual responsibility for overobligations and overdisbursements of appropriations, apportionments, reapportionments and allotments subject to the Antideficiency Act, and fix responsibility for exceeding statutory and agency limitations not Antideficiency Act violations.


c.	Explain the Antideficiency Act as it pertains to the VA and provide procedures for dealing with violations of the Antideficiency Act as well as administrative violations, including reporting requirements.


1B.02	BACKGROUND


Section 3679 of the Revised Statutes as amended (31 U.S.C. [1341, 1342, 1349-1351, 1514 and 1517-1519]), the Antideficiency Act, requires the head of each executive agency subject to the approval of the Director of the Office of Management and Budget, to prescribe, by regulation, a system of administrative controls designed to restrict obligations or expenditures of each fund or appropriation to the amount of apportionments or reapportionments, and stipulates penalties for violation thereof. [The VA's Administrative Control of Funds Regulations are contained in 38 CFR 1.670 to 1.673.] OMB Circular No. A-34 requires periodic review of the system and revision when necessary.


1B.03	SCOPE


The provisions of this section are applicable to all organizations and to all appropriations and funds of the VA.  All employees of the VA who are responsible for certification of availability of funds or obligating or expending Federal funds, are cautioned to become thoroughly acquainted with the provisions of the Antideficiency Act. (See sec. C.)


1B.04	DEFINITIONS, TERMINOLOGY AND CONCEPTS


The terminology and concepts of OMB Circular No. A-34 shall apply, however, the following items have particular meaning within the VA.


a.	Administrative Subdivision of Funds.  An administrative subdivision of funds is any subdivision of an appropriation or fund, subject to the provisions of the Antideficiency Act, which makes funds available in a specified amount for the purpose of incurring obligations.  Under the VA administrative control of funds only allotments are considered to be administrative subdivisions of funds.  An example of an administrative subdivision of funds (Allotment) is the breakout of funds by activity (department or staff office) within the General Operating Expenses Appropriation.


b.	Allotment.  An allotment is an authorization by the [Director, Office of Budget and Finance [(Controller)] to department [heads] and staff office [directors] to incur obligations within specified amounts, during a specified period, pursuant to OMB apportionment or reapportionment action or other statutory authority making funds available for obligation.  An allotment is an administrative subdivision of funds and therefore is subject to the provisions of the Antideficiency Act.


c.	Agency Limitation.  An agency limitation is any subdivision below the allotment level created for the purpose of operating needs.  Agency limitations are the mechanism by which responsible officials exercise practical control to comply with Presidential (OMB), congressional and/or agency management policy guides, Agency limitations are not administrative subdivisions of funds and therefore are not subject to the provisions of the Antideficiency Act.  Under the VA administrative control of funds only allowances are considered to be agency limitations.  Examples of agency limitations (allowances) are: (1) any restraint imposed by OMB not reflected on the apportionment form; (2) any funds identified in the Congressional Subcommittee Reports for the construction or modification of a specific VA facility; (3) the breakout of funds by activity (program) within the Medical and Prosthetic Research Appropriation; (4) the breakout of funds by project (not identified by Congress in the Appropriation Act within the Construction Major Projects or Construction Minor Projects Appropriations.


d.	Allowance.  An allowance is an authorization by department [heads] and staff office [directors] to facility Directors and other officials, of obligational authority, showing the expenditure pattern or operating budget they will be expected to follow in the light of the programs and activities contemplated by the overall VA budget or plan of expenditures.


e.	Facility Limitation.  A facility limitation is a subdivision below the allowance level created for the purpose of operating needs.  Facility limitations are the mechanism by which responsible officials exercise practical control to comply with facility management policy guides.  Facility limitations are not administrative subdivisions of funds and therefore are not subject to the provisions of the Antideficiency Act.  Under the VA administrative control of funds only cost ceilings are considered to be facility limitations.


f.	Cost Ceiling.  A classification below the allowance level, issued by facility Directors, to Control Point officials, showing the expenditure pattern or operating budget they will be expected to follow in the light of the programs and activities contemplated by the overall facility budget or plan of expenditures.  A cost ceiling is not an authorization to incur obligations.


g.	Statutory Limitation.  A statutory limitation is a restriction contained in an authorization or appropriation act, which establishes the maximum or minimum amount which may be obligated or expended for specified purposes from an appropriation or other funds.  A statutory limitation is not an authorization to incur obligations.  Statutory limitations are not administrative subdivisions of funds and therefore are not subject to the provisions of the Antideficiency Act.  However, reports of violations of statutory limitations will be made to the Office of Management and Budget.  A statutory limitation may be applicable to the obligation or expenditure of funds congressionally enacted for an appropriation or fund and may include amounts received in reimbursements from other sources for expenses of the same activity. (Reference General Counsel Opinion, title "Decision on Employee Travel Appropriations Limitations," dated October 13, 1978.) Compliance with statutory limitations is accomplished in the accounting system through the issuance of separate allotments and/or allowances.  Examples of statutory limitations are: (1) the restriction Congress imposes each year in the Appropriation Act on the amount of General Operating Expenses which may be expended for "Official Reception and Representation Expenses;" (2) any funds identified by Congress in the Appropriation Act for the construction of modification of a specific VA facility, and (3) the restriction imposed on travel expenses in the general provisions of the Appropriation Act.


h.	Control Point Official.  A Control Point official is an individual designated to control funds for a specifically designated activity or group of activities.  The responsible official is always the senior official assigned to the office and on duty.  A Control point official does not have the authority to incur obligations.


i.	Budget, Cost Based. A cost-based budget is a budget based upon the cost of resources used or consumed, or work put in place taking into account carryovers of inventory and working capital from obligations of prior years.  A cost-based budget is not object to the provisions of the Antideficiency Act.


j.	Obligation.  The term "obligation" as used in this manual consists of two elements-"undelivered orders" and "accrued expenditures." Undelivered orders is the amount of orders placed for goods (supplies and equipment) and services outstanding for which the liability has not yet accrued, Such amount shall be net of cancellations arising during the reporting period.  Accrued expenditures is the amount of liabilities incurred for goods and services received, assets acquired, performance accepted, and other liabilities incurred not involving the furnishing of goods or services, whether or not payment has been made and whether or not invoices have been received.  Such amounts shall be net of refunds arising during the reporting period, and will be adjusted for differences between amounts recorded as accrued expenditures and actual disbursements.


1B.05	FUND CONTROL


Accounting control for apportionments, reapportionments and allotments is exercised at the agency level.  Control of obligations will be exercised to the maximum extent possible by the use of allowances rather than through an administrative subdivision of funds.  Allowances are considered advisory guides external to any requirements of [section 1514] of the Antideficiency Act, for control of apportionments, reapportionments, allotments and other administrative subdivisions thereof.  Allowances are management devices used to aid management in carrying out its responsibility as an allottee.  Allowances are only advisory guides, not rigid restrictions, on the authority of the recipient to incur obligations.  Such authorizations do not create a separate subdivision of funds, rather they certify that funds previously made available under a specific subdivision of funds are on hand for the desired obligation or expenditure.  Therefore, allowances may be exceeded without incurring a violation of the Antideficiency Act, but prudent management dictates that allowances should not be exceeded without prior approval of the issuer. (NOTE: If the amount authorized exceeds availability under the specific administrative subdivision of funds, the fund certifying official incurs a violation of the Antideficiency Act").  In the event that an allowance is exceeded, and in turn causes the issuer's administrative subdivision of funds to be exceeded, the individual responsible for exceeding the advisory guide may be held responsible for the resulting violation of the provisions of the Antideficiency Act.


a.	Adequacy of Funds


(1)	The original and all copies of obligating instruments, such as contracts, purchase orders, travel orders, or other authority, will be presented to the Fiscal activity prior to the incurring of an obligation.  The only exception allowed is when the facility wishes to pull the receiving report for distribution.  No obligation should be incurred unless it has been determined that funds are available to cover the proposed expenditure.


(2)	Responsible officials will be apprised of the maximum dollar amounts which their cost of operations should not exceed.  Notice of these "cost guides" within which officials should operate is accomplished through the issuance of cost ceilings.  Such "Cost Guides" are based on carefully devised financial plans taking into consideration the estimated cost of objectives, funds available for the purpose, and the time period involved.


(3)	Cost ceilings will be established for each Control Point prior to the beginning of each quarter.  Where applicable, a computer generated status of funds and Control Point listing will be provided on a daily basis.  In addition, a pending file of purchase requests or obligation documents which have not yet been reflected on the status of funds and Control Point listings will be maintained by Control Point officials.  These files should include documents subject to preobligation and expenditure authorizations to be paid without prior obligation such as imprest fund items.  The precise unobligated balance at any time should equal the balance reflected on the latest status of funds or Control Point listing, less items remaining in the pending file.


b.	Reconciliations


(1)	Documents supporting entries in the obligation control records are an integral part of the accounting system and should be kept under tight control at all times.  Periodically, the files of unliquidated obligation documents (undelivered orders) should be reconciled with the general ledger control accounts.  All estimated obligations should be reviewed for accuracy on a monthly basis.


(2)	Quarterly, the total cost incurred should be reconciled with related obligations.


(3)	As part of the yearend closing, facilities will review all payables in terms of prospect of payment and receivables in terms of prospect of collection giving due regard to the statute of limitations affecting unpaid accounts in the "M" series.  Where there is slight possibility that payment will be made, the payable should be removed from the accounts.  Receivables which meet the criteria established for termination should also be removed from the accounts.  Undelivered orders will also be reviewed and where the order is no longer valid, action should be taken to have the order canceled.  The items to be removed or canceled will be recorded in the accounts prior to preparing September 30 trial balances.


(4)	Also, a yearend analysis of source documents should be performed to ensure that all transactions affecting the appropriation and fund balances have been recorded properly, accurately, completely, and on a timely basis and that all obligations meet the criteria set forth in 31 U.S.C. [1501]. As part of this yearend analysis all estimated obligations should be reviewed for reasonableness and appropriateness, and adjustments made as necessary.  All documents supporting receivables, payables and undelivered orders shown on the September 30 trial balances will be annotated to show that they have been reviewed.


1B.06	RESPONSIBILITIES AND FUNCTIONS


a.	The Administrator.  The responsibility for exercising administrative control over the incurring of obligations and making of expenditures within an appropriation and of an apportionment or reapportionment of such appropriation or fund rests with the Administrator.  The primary responsibilities of the Administrator in the area of administrative control are:


(1)	Causing to be prepared and giving approval to formal operating procedures, which will provide adequate safeguards against incurring deficiencies and incurring obligations or making expenditures for other than authorized purposes.


(2)	Causing to be prepared and giving approval to the Annual Operating Budget of the VA.


(3)	Causing formal requests to be made for the apportionment, and when necessary, for the reapportionment of each appropriation or fund subject to apportionment under the law.


(4)	Granting authority, in terms which are sufficiently specific, for obligations to be incurred and expenditures to be made within each appropriation and the apportionment or reapportionment of such appropriation or fund.


(5)	Taking appropriate corrective action with respect to infractions of approved internal procedures for administrative control, and violations of [the Antideficiency Act.]


(6)	Reporting to the President through the Director of the Office of Management and Budget and to the Congress any violation of the provisions of [ ] the Antideficiency Act, together with all pertinent facts and a statement of any corrective action taken in the circumstances.  To assist in discharging these responsibilities the Administrator has delegated responsibility to the [ ] Deputy Administrator [ ], the [Director, Office of] Budget and Finance [(Controller)], and the department [heads] and staff office [directors] as outlined in the following paragraphs.


b.	Deputy Administrator . The Deputy Administrator is responsible to the Administrator for the financial management of the VA.


c.	[Director, Office of] Budget and Finance [(Controller).] The primary responsibilities of the [Director, Office of] Budget and Finance [(Controller)] in the area of administrative control, based on operating budget plans approved by the Administrator, are:


(1)	Preparation for submission to the Office of Management and Budget of such information, usually furnished from department [heads] and staff office [directors], that is required for the apportionment or reapportionment of appropriations and funds.


(2)	Allotting available appropriations and funds to department [heads] and staff office [directors] in amounts (consistent with legal and administrative requirements) which will insure maximum economical utilization of these resources in accomplishing agency program objectives. The [Director, Office of] Construction, the General Counsel, the Office of the Inspector General and the [Director, Office of] Data Management and Telecommunications are treated as operating departments.


(3)	Allotting reimbursements and other income, if the amount apportioned for use through the current period for any approriation or fund includes estimated reimbursements or other anticipated receipts.  The [Director, Office of] Budget and Finance [(Controller)] shall not allot these reimbursements and other income unless there is reasonable assurance (written certification when deemed necessary) from the responsible operating officials that such reimbursements and other income will be collected.


(4)	Controlling funding and making adjustments to allotments as deemed necessary as a result of reapportionment action by the Office of Management and Budget; or for other reasons to maintain effective control within available apportionments of appropriations and funds.


(5)	Establishing and maintaining such accounts and records as are necessary to carry out the responsibilities of administering apportionments and reapportionments.


(6)	Issuing one allotment to himself/herself for all staff offices funded by the General Operating Expenses Appropriation whose activities are [Central] Office related only. The [Director, Office of] Budget and Finance [(Controller)] will provide allowances for each of those particular staff offices.


d.	Department [Heads] and Staff Office [Directors] Receiving Allotments.  Department [heads] and staff office [directors] receiving allotments are responsible for:


(1)	Controlling operations by issuing allowances to facility Directors under their control for those appropriations and funds which are allotted by the [Director, Office of] Budget and Finance [(Controller)].


(2)	Releasing for obligation reimbursements and other income, if the amount allotted for use during the current period for any appropriation or fund includes estimated reimbursements or other anticipated receipts.  In the case of reimbursable work, budgetary resources available for obligation include (a) entitlement to reimbursement based on goods and services furnished and, as authorized by law; (b) the amount of orders received from within the Government that represent valid obligations of the ordering account, to the extent that the reimbursements therefore will be placed in the current account when collected, and (c) the amount of unfilled customers' orders from the public for which advance payment has been made.  Department [heads] and staff office [directors] must maintain constant and careful oversight to insure that these reimbursements and other income are earned, received, and credited as planned so that appropriate funding adjustments can be implemented as necessary.  Responsibility for assuring the realization of the reimbursements and other income rests with the department [heads] and staff office [directors].


(3)	Issuing allowances to the Chief of Central Office Finance Division for the operations of their respective departments in Central Office.  Department [heads] and staff office [directors] shall establish local controls necessary to operate their Central Office elements within those allowances (Central Office operations only).


(4)	Maintaining such accounts and records as are necessary to carry out their responsibilities in administering allotments.


(5)	Maintaining such balances and making such adjustments as are deemed necessary by them to achieve program objectives within allotments and available funds.


(6)	Insuring that allowances do not exceed allotments and that total obligations do not exceed allotments.


(7)	Insuring that quarterly allowances are issued on a timely basis (no later than the first day of the applicable quarter.)


(8)	Controlling their operations within allowances issued by the [Director, Office of] Budget and Finance [(Controller)], (those staff offices funded by the General Operating Expenses Appropriation whose activities are Central Office related only).


e.	Facility Directors.  Facility Directors are responsible for:


(1)	Establishing local controls necessary to insure that obligations are controlled in accordance with the allowance received.


(2)	Developing the controls necessary to preclude a deficiency operation.


(3)	Determining the appropriate distribution of resources among the activities within their sphere of management responsibility.


(4)	Developing sufficient managerial controls so they are able to definitively fix responsibility within their organization to an individual in the event their allowance is exceeded.


(5)	Reporting any violations of these regulations to the [Director, Office of] Budget and Finance [(Controller)] through the appropriate fund distribution channel.


f.	Fiscal/Finance Officers.  Fiscal/Finance Officers are responsible for:


(1)	The installation, operation and augmentation of accounting systems at the facility level.


(2)	The determination of availability of funds, the recording and liquidation of obligations, and the reporting of the status of obligations and funds balances.


(3)	Advising the facility Director of any obligation that is a possible violation of the Antideficiency Act.


(4)	Advising the facility Director of any case where an officer or employee has authorized or created an obligation or made and expenditure in excess of an allowance.


g.	Control Point Officials.  Control Point officials are the primary point of contact on matters pertaining to resources management within their specific functions.  Control Point officials are responsible for:


(1)	Establishing a control system within their department designed to preclude cost ceiling deficiencies.


(2)	Operating their service within the cost ceilings assigned.


(3)	Maintaining adequate fund control records which will reflect uncommitted and/or unobligated balances at all times.


(4)	Reconciling fund balances with reports supplied by the Fiscal or Finance Officer.


(5)	Providing the Fiscal or Finance Officer or other designee with information regarding trends, needs, and other data required in their service for formulation of the facility's budget.


1B.07	DELEGATION OF RESPONSIBILITY


a.	Apportionments and reapportionments are made by the Office of Management and Budget.  According to law, each Government agency must submit a request to the Office of Management and Budget for an apportionment of funds.  The Office of Management and Budget assures that the monies apportioned or reapportioned do not exceed available funds.


b.	The issuing of allotments is the responsibility of the [Director Office of] Budget and Finance [(Controller)].  The [Director, Office of] Budget and Finance [(Controller)) is responsible for assuring that the monies allotted do not exceed the monies apportioned or reapportioned by the Office of Management and Budget.


c.	The Central Office department [heads] and staff office [Directors] are responsible for issuing allowances.  Allowances will be issued by the department [heads] and stall office [directors] for the operations of their respective departments in Central Office.  The department heads will also issue allowances to facility Directors.  The [Director, Office of] Construction, the General Counsel, the Office of Inspector General and the [Director, Office of] Data Management and Telecommunications are treated as operating departments.  The [Director, Office of] Budget and Finance [(Controller)] will issue allowances for those staff components in Central Office, whose activities are Central Office related only.  Each department head and the [Director, Office of] Budget and Finance [(Controller)], in the case of allowances to staff offices, shall be responsible for seeing that the allowances do not exceed the amount allotted for any appropriation or fund.


d.	Department [heads] and staff office [directors] are responsible for: (1) administering the allotted funds for the purpose intended, (2) complying with the antideficiency statutes.


e.	Each official receiving an allowance shall be responsible for insuring that the rate of obligations will be controlled in such a manner as to prevent the exhaustion of the allowance prior to expiration of the allowance period.  These allowances are lower level fund control mechanisms.  Allowances are not an administrative subdivision of funds, therefore, they are not subject to the Antideficiency Act.  They are the mechanism by which the responsible official exercises practical control to stay within the allotment.  The level of control for allotments is no lower than a Central Office department [head] or staff office [director.]


f.	Once allowances have been given to the facility Directors, where appropriate, they will assign cost ceilings to their various operating officials.  These cost ceilings are lower level fund control mechanisms.  Cost ceilings are not an administrative subdivision of funds, therefore, they are not subject to the Antideficiency Act.  They are the mechanism by which the facility Directors exercise practical control to stay within their allowances.


1B.08	POSITION MANAGEMENT AND EMPLOYMENT CEILINGS


Personnel ceilings established in accordance with the provisions of OMB Circular No. A-64 for the budget year or specific portion thereof, will be distributed by the Administrator through the [Director, Office of] Budget and Finance [(Controller)] to departments and staff offices.  The department heads will advise each field facility of the personnel resources available for its operations.  If a department or staff office exceeds its personnel ceiling a report containing the information required by paragraph 6 of OMB Circular A-64 will be submitted to the [Director, Office of] Budget and Finance [(Controller)].


1B.09	PENALTIES FOR VIOLATIONS


a.	The Antideficiency Act provides in part "[An officer or employee of the United States Government or of the District of Columbia Government violating" sections 1341(a), 1342 or 1517(a) of title 31, United States Code, "shall be subject to appropriate administrative discipline including, when circumstances warrant, suspension from duty without pay or removal from office." The Antideficiency Act also provides criminal penalties in that when "An officer or employee of the United States Government or of the District of Columbia Government knowingly and willfully violating" sections 1341(a), 1342 or 1517(a) of title 31, United States Code "shall be fined not more than $5,000, imprisoned for not more than 2 years, or both."]


b.	In all cases where managerial controls (allowances) are established for purposes other than the control of allotments, obligations, expenditures, or costs in excess of any such control, while being subject to administrative discipline if the circumstances warrant, does not by itself constitute a violation of the Antideficiency Act.  However, when an allowance (managerial control) is exceeded and in turn causes an official's administrative subdivision of funds to be exceeded, a violation subject to the penalties of the Antideficiency Act occurs.


c.	When an allowance is exceeded and it does not cause an official's administrative subdivision of funds to be exceeded, appropriate managerial or administrative action (counseling or appropriate disciplinary action, e.g., admonishment, reprimand, suspension, demotion, removal) will be taken, consonant with all the circumstances involved, as determined by the issuing organization.


1B.10	POLICIES AND PROCEDURES


a.	Apportionments and Reapportionments


(1)	Apportionment and reapportionment requests shall normally reflect approved operating budget plans and program  objectives of the VA.


(2)	All available funds will be apportioned unless a decision is made to rescind or defer some budget authority, or part of a revolving fund not required for current year operations.


(3)	The necessity for a reasonable allowance for contingencies shall be recognized in developing and requesting apportionments and reapportionments.


(4)	The [Director, Office of] Budget and Finance [(Controller)] shall be responsible for all apportionment and reapportionment actions originating in the VA.


(5)	Statutory limitations shall be adhered to strictly when the [Director, Office of] Budget and Finance [(Controller)] allots to department [heads] and staff office [directors] heads.


(6)	Departments [heads] and staff office [directors] heads will be responsible for providing supporting data and other special requirements needed in the preparation of the SF 132, Apportionment and Reapportionment Schedule, by the [Director, Office of] Budget and Finance [(Controller)].  Appropriate explanation and justification should be included for:


(a)	Changes resulting from reprogramming decisions requiring advance approval of Appropriation Committees.


(b)	Amounts and purpose of anticipated reimbursements.


(c)	Transfers in or out and purpose.


(d)	Anticipating the need for a supplemental appropriation.


(7)	Department [heads] and staff office [directors] will be responsible for preparing statements to accompany apportionments or reapportionments which request that funds be apportioned on a deficiency basis.  Statements will be prepared in accordance with the requirements specified in OMB Circular A-34.


(8)	The [Director, Office of] Budget and Finance [(Controller)] will prepare and submit all apportionment and reapportionment requests in accordance with the policies outlined above and instructions contained in OMB Circular A-34, or otherwise prescribed by the Office of Management and Budget.


b.	Rescissions and Deferrals


(1)	Any funds proposed for rescission or deferral must be reported to the Congress by the Office of Management and Budget pursuant to sections 1012 and 1013, respectively, of the Congressional Budget and Impoundment Control Act of 1974.  For each proposed rescission or deferral, the [Director, Office of] Budget and Finance [(Controller)] will prepare the necessary reports, with the assistance of the concerned department [head] or staff office [director].  The rescission report will be accompanied by the proposed legislative language for each proposed rescission.  When funds in the same account are deferred for different reasons, a separate report will be submitted for each reason.


(2)	Of primary importance in determining a reportable action is the consideration of congressional intent in providing the budget authority.  When the action or inaction is inconsistent with congressional intent, it will be reported to OMB and be reflected in the apportionment process, in accordance with OMB Circular A-34 and OMB Bulletin 75-15.


(3)	Deferral actions are to be processed when available budgetary resources are withheld from the apportionment temporarily with the intent to use them later before they lapse.  Included under this section is the establishment of reserves to provide for contingencies (e.g., pay raises, increased cost of materials, etc.) under authority of the Antideficiency Act and for other reasons under the Impoundment Control Act (31 U.S.C. [1512]).  Also, portions of revolving fund balances being held restrictively (e.g., withheld from obligation during a period of time when the funds could have been effectively and legally used) is a reportable action.  Deferral actions not required to be reported to Congress and not reflected in the apportionment process include:


(a)	Funding established internally at the agency level to provide management with normal operating flexibility.


(b)	Delays in obligating funds for activities or projects caused by unavoidable slippage in planned schedules where such delays were not caused by specific management action or inaction.


c.	Supplementals


(1)	Policies


(a)	Supplemental appropriation requirements for apportionment on a deficiency basis will be considered under the following circumstances:


1.	When laws have been enacted, subsequent to the transmittal to the Congress of the budget estimate for the authority involved, that require expenditures beyond administrative control.


2.	When emergencies arise involving the safety of human life, the protection of property, or the immediate welfare of individuals in cases where an appropriation has been made to enable the United States to make payment of or contributions toward sums that are required to be paid to individuals either in specific amounts fixed by law or in accordance with formula prescribed by law.


3.	To permit payment of such pay increases as may be granted those employees (commonly known as wage board employees) whose compensation is fixed and adjusted from time to time in accordance with prevailing wage rates.


4.	In addition, other laws may be enacted that authorize apportionments that anticipate the need for supplemental estimates of appropriations (e.g., a continuing resolution that authorized deficiency apportionments necessitated by civilian and military pay increases).


(b)	Other supplementals may be requested but available funds may not be used in anticipation of the supplemental.


(c)	No supplemental appropriation request will be submitted to the Office of Management and Budget under any of the circumstances set forth above until it has first been determined what part, if any, of the additional requirements can be funded within available appropriated amounts.


(2)	Procedures


(a)	Supplemental appropriation estimates will be developed by the head of the department or staff office for which the need arises.


(b)	Estimates and supporting justification developed by the department or staff office head will be transmitted to the [Director, Office of] Budget and Finance [(Controller)] for review.  Such submission on the part of the department [head] or staff office [director] implies the needs cannot be funded within amounts presently available.  If the supplemental requires a deficiency apportionment, the department [head] or staff office [director] will identify the specific authority for such deficiency apportionment.


(c)	Upon completion of his/her review the [Director, Office of] Budget and Finance [(Controller)] shall recommend through the Deputy Administrator to the Administrator the action to be taken.


(d)	Upon the Administrator's decision that a request must be made for supplemental funds, the [Director, Office of] Budget and Finance [(Controller)] shall be responsible for preparing the estimate for submission to the Office of Management and Budget in the manner and format prescribed in applicable regulations and directives issued by the Office of Management and Budget.


d.	Nonexpenditure Transfers Between Appropriations and Funds.  Nonexpenditure transfers between appropriations and funds will only be made when specifically authorized by law and approved by the Office of Management and Budget in an apportionment.  If required, the organizational element needing the funds will initiate the action by submitting an appropriate request to the [Director, Office of] Budget and Finance [(Controller)].  The [Director, Office of] Budget and Finance [(Controller)] is responsible for preparing the necessary documentation for the Office of Management and Budget and for the Treasury to effect the transfer.


e.	Reprogramming of Funds


(1)	The operating budget plan is not inflexible, but is subject to revision during the operating year when changes in concepts and policies or entirely new developments require a shift of emphasis in VA activities.  Such changes as are required in financing arrangements in order to meet new procurements, new services, or new operations must be accomplished within the total of the applicable appropriation or apportionment or reapportionment made available to the VA.


(2)	Reprogramming notification to the Chairman, Senate Appropriations Subcommittee on HUD and Independent Agencies is required whenever funds are moved between accounts or between the activities of a single account in excess of $250,000 or 10 percent of the activity, whichever is less.  In the Construction, Major Projects appropriation each project is subject to the provisions of this requirement.  In addition, Congress should be notified of any other reprogramming action, if such action would have the effect of committing the agency to significant funding requirements in future years.  Also, prior clearance with OMB must be arranged on all matters involving OMB policy guidance.


(3)	Reprogramming of funds is generally accomplished at only the Central Office level.  The department [heads] and staff office [directors] have authority for making those reprogramming adjustments within their available funds that do not represent a significant departure from the spending program approved in the President's Budget for the year or the appropriated level as applicable.  Major programming proposals which represent significant changes from the budget or appropriated amount must be cleared through the [Director, Office of] Budget and Finance [(Controller)].


f.	Deficiency Apportionments.  Deficiency apportionments will only be requested when a need for supplemental funds results from legislation or other uncontrollable causes as outlined in paragraph 1B.10c(l)(a). Program officials who receive funds in anticipation of a deficiency supplemental must take special care to control the rate of spending within the amount of funds which is anticipated by the deficiency.  Program officials must be ready to make immediate downward adjustments in their spending rate should the President or Congress reduce or reject the supplemental request.


g.	Reimbursements and Other Income.  Department [heads] and staff office [directors] are responsible for submitting to the [Director, Office of] Budget and Finance [(Controller)] as part of the operating budget plan their estimate for reimbursements and other income to be earned during the current year.  The [Director, Office of] Budget and Finance [(Controller)] will request authority to obligate these reimbursements and other income as a part of the annual apportionment or subsequent reapportionment submission to the Office of Management and Budget.  The [Director, Office of] Budget and Finance [(Controller)] will allot the reimbursements and other income to the program officials only if there is reasonable assurance that such items will be collected.  Likewise, program officials who receive allotments which contain estimated reimbursements or other anticipated receipts must maintain constant and careful oversight to insure that these reimbursements and other income are earned, received and credited as planned so that appropriate funding adjustments can be implemented if necessary.  In the case of reimbursable work, budgetary resources available for obligation include (1) entitlement to reimbursement based on goods and services furnished and, as authorized by law; (2) the amount of orders received from within the Government that represent valid obligations of the ordering account, to the extent that the reimbursements therefore will be placed in the current account when collected, and (3) the amount of unfilled customers' orders from the public for which advance payment has been made.  Responsibility for assuring the realization of the reimbursements and other income rests with the department [heads] and staff office [directors] receiving allotments.


h.	Allotments


(1)	Policies


(a)	Allotments shall be made by the [Director, Office of] Budget and Finance [(Controllers)] to each department and the following staff offices: The [Director, Office of] Construction, the General Counsel, the Office of Inspector General, and the [Director, Office of] Data Management and Telecommunications.  All other staff offices will be issued allowances by the [Director, Office of] Budget and Finance [(Controller)] .


(b)	Allotments shall be supported by operating budget plans approved by the Administrator.


(c)	The necessity for a reasonable allowance for contingencies shall be recognized in developing operating budget plans.


(d)	Allotments will be maintained within apportionment, reapportionment or other restrictions on funds available.


(e)	As broad an allotment pattern as permitted by sound budgetary control practices shall be followed in allotting available funds.


(f)	Allotments are made for the purpose of fund control and not for the purpose of reporting costs.


(g)	Allotments will be issued immediately after receipt of approved apportionments.


(h)	Allotments shall be controlled at the highest practical level.


(i)	Normally, allotments will be issued quarterly.


(j)	Whenever amounts are allotted for time periods of less than a fiscal year, unobligated balances at the end of the period will be carried forward for obligation in subsequent periods within the current fiscal year without reallotment, unless otherwise specified on the allotment document.


�
(2)	Procedures


(a)	Appropriated funds will be distributed or withdrawn through the medium of VA Form 4-4564, Transfer of Disbursing Authority, or a computer generated transfer of disbursing authority, properly executed and bearing the signature of an authorizing official.  The amount of estimated reimbursements contained in the allotment (to be separately controlled) and the conditions to be met before obligations may be incurred against these estimates will be indicated on the form.  Both issuer and recipient must have on file an authenticated copy of each distribution.  The original of each TDA will be furnished the Central Office Finance Division.  This office will furnish the finance services to the entire Central Office that are normally furnished by Fiscal activities for field stations.


(b)	Initial allotments will be based on the quarterly distribution approved on the operating budget plans.


(c)	Adjustment of allotments are made in accordance with the policy that allotments shall be based upon related operating budget plans.  An allotment adjustment normally must be preceded by appropriate revision of the operating budget plan to which it relates.


(d)	The [Director, Office of) Budget and Finance [(Controller)] shall establish and maintain such accounts and records as will be required to insure that allotments are maintained within available apportionments or reapportionments.


i.	Allowances


(1)	Policies


(a)	Allowances shall be made to each field facility by the department [head] or staff office [director] having jurisdiction and to the Chief of Central Office Finance Division for the operations of Central Office elements.  The [Director, Office of] Construction, the General Counsel, the Office of the Inspector General, and the [Director, Office of] Data Management and Telecommunications are treated as operating departments.  Allowances shall be made by the [Director, Office of] Budget and Finance [(Controller)] to all staff offices funded by the General Operating Expenses Appropriation whose activities are Central Office related only.  Allowances shall be made to the Chief of the Central Office Finance Division by department [heads] and staff office [directors] for the operation of their Central Office elements.


(b)	Allowances shall be based upon annual plans, when practical, developed prior to the beginning of each fiscal year and maintained on as current a basis as possible throughout the year.


(c)	Allowances shall be maintained within allotted amounts.


(d)	Allowances shall not be made in excess of reasonable and justified requirement regardless of allotted amounts.


(e)	Allowances are made for the purpose of management control and not for the purpose of controlling or reporting costs.


(f)	As broad an allowance pattern as permitted by sound budgetary control practices shall be followed in issuing available funds.


(g)	Normally, allowances will be issued quarterly.


(h)	Whenever amounts are issued for time periods of less than a fiscal year, unobligated balances at the end of the period will be carried forward for obligation in subsequent periods within the current fiscal year unless otherwise specified on the allowance document.


(i)	When amounts remain available beyond the end of a fiscal year, a new allowance is required for the new fiscal year, except in the cases of no-year and unexpired multiyear appropriations and funds.


(j)	Allowances are guidelines in the nature of an operating budget and may be exceeded by very nominal amounts without obtaining a revision.  However, if an allowance is exceeded, a report must be made in accordance with paragraphs 1A.13b(3)(j) and 1B.12b.  In all cases where a material deviation is contemplated, either by way of an increase or decrease, the recipient must promptly report the facts to the issuer, and if an increase is involved no action shall be taken until a revision of the allowance has been approved.


(2)	Procedures


(a)	Allowances will be distributed or withdrawn through the medium of VA Form 4-4564, Transfer of Disbursing Authority, or a computer generated transfer of disbursing authority, properly executed and bearing the signature of an authorizing official. Both issuer and recipient must have on file an authenticated copy of each authorization. The original of each TDA will be furnished the Accounting Section of the field station.


(b)	In addition to the primary document number shown in the "Central Office Transfer No." block of VA Form 4-4564, a series of control numbers will be established and maintained for each station.  These numbers will be shown in the "Station Transfer No." block.  This information will appear on the computer generated transfer of disbursing authority under the headings "C.O. Transfer No." and "Station Transfer No." respectively.  When a station receives a TDA and detects a break in the sequence of control numbers indicating apparent nonreceipt of an intervening advice, inquiry by teletype should be directed to the appropriate authority.  Also, station accountants should periodically reconcile the TDA's to the applicable general ledger accounts.


(c)	Any other means of more rapid communications (telephone, teletype, telecopier, etc.) should be limited to emergency circumstances only.  Written authorizations shall be prepared concurrently with less formal communication and promptly transmitted to the recipient.  The recipient will fully document the communication for recording purposes.  Upon receipt, the formal authorization will be attached to the documentation used for recording purposes.


(d)	Initial allowances will be based on the quarterly distribution approved on the operating budget plans updated to include all subsequent actions approved by Central Office through the date specified on the initial allowance document.  Amounts of disbursing authority approved for subsequent quarters will be recorded in account 1011.  On the first day of the applicable quarter, the amount approved for that quarter will be transferred to account 1012 and also recorded in the allowance accounts.


j.	Management, Revolving and Trust Funds


(1)	Management, revolving and trust funds which are apportioned will be subject to the same procedures and controls used for administrative appropriation and fund accounting.


(2)	Trust funds and management funds have been exempted from apportionment by section 41.1 of OMB Circular A-34, unless otherwise notified.


(3)	The accounting procedures for control of funds for management, revolving and trust funds which are not apportioned differs from those generally used for administrative appropriation and fund accounting in the following respect: Administrative control of funds to preclude violations of the Antideficiency Act is maintained at station level solely through the use of proprietary (capital) accounts.


(4)	For those management, revolving and trust funds which are not apportioned a violation of the Antideficiency Act will be considered to have occurred when obligations or expenditures exceed budgetary resources available for obligation.  Exceeding cash balances is not, in itself, a violation of the Antideficiency Act if adequate additional resources exist.


(5)	For those management, revolving and trust funds which are not apportioned a violation within the agency will be considered to have occurred when:


(a)	Obligations are made that will result in expenditures, upon receipt of billings, delivery of material or rendering of services, excess of cash available.


(b)	Actual disbursements are in excess of cash balances.


k.	Expired Appropriations


(1)	In accordance with instructions in the Treasury Fiscal Requirements Manual, [part 2,] chapter 4200, the VA annual financial results are reported on TFS Form 2108, [Year-End Closing Statement.]


(2)	The TFS 2108 is used to report the annual status of account fund resources and fund equities and to indicate the yearend action to be taken by Treasury for: (a) transfers of obligated balances to successor "M" accounts; (b) withdrawal of unobligated balances from accounts not available for obligation; and (c) restoration of balances previously withdrawn.


(3)	Whenever a field facility finds they have insufficient disbursing authority to pay claims which are otherwise proper for payment, a request for additional disbursing authority should be submitted to the [Director, Office of] Budget and Finance [(Controller)] (047B1).


1B.11	BUDGET PLANNING PROCEDURES


The following factors may have a significant impact on the distribution and thus apportionment and/or reapportionment of funds:


a.	Distribution of workload in accordance with seasonal trends experienced during past years, and known changes that are a part of the planned program.


b.	Distribution of personal services in relation to workload variations and normal adjustment attributable to within-grade increases.  To the extent to which normal attrition may permit, lower levels of employment will be planned for low workload periods which will permit higher levels of employment during peak periods.  However, the employment and personal services distributed must be within the applicable ceilings and allowances, if any, established by Central Office.


c.	Distribution of holiday pay funds to reflect this premium pay cost in the proper quarter.


d.	The effect of seasonal workload variations on cost of supplies and services utilized in accomplishing the workload; for example: In medical centers, the quarterly distribution of the cost of provisions, drugs, medical supplies, beneficiary travel, etc., will be directly related to the number of patient days and outpatient visits planned for each quarter.


e.	The effect of seasonal factors on the cost of utility services and materials such as electricity, water, gas, fuel, etc.


f.	The schedule for plant maintenance and repair items including time allowances for technical development, advertising and awarding contracts, and the effect of seasonal factors on the accomplishment of these items.


g.	The procurement schedule for large, or long lead time equipment items.


1B.12	VIOLATIONS


a.	If an appropriation or fund is apportioned, the Antideficiency Act, prohibits creating or authorizing the creation of any obligation in excess of any subdivision thereof.  In any instance where an administrative subdivision of funds is exceeded, a violation of the Antideficiency Act has occurred.  Once having occurred, subsequent additional funding does not eliminate the violation, it merely eliminates the overobligation condition.


b.	If an appropriation or fund is exempted from apportionment, a violation of the Antideficiency Act occurs only when the entire appropriation or fund is exceeded unless an allotment or an administrative subdivision of funds is established.


c.	As required by law, violations of the Antideficiency Act will be reported to the President, through the Director of the Office of Management and Budget, and to both Houses of Congress, together with all pertinent facts and a statement of the action taken thereon.  Any cases involving possible criminality shall be referred to the General Counsel who has sole responsibility for referral of criminal cases to the Department of Justice.


d.	Violations to be reported to the [Director, Office of] for Budget and Finance [(Controller)]: The following types of violations will be reported:


(1)	Any action which results in an overdistribution of apportionments or allotments or any overobligation or overexpenditure of funds in an appropriation or fund.


(2)	Any case where an officer or employee has authorized or created an obligation or made an expenditure in excess of an apportionment, reapportionment, allotment or administrative subdivision thereof.


(3)	Any case where an officer or employee has authorized or created an obligation or made an expenditure in excess of statutory or agency limitations properly imposed upon the particular transactions or funds involved.  Although exceeding a statutory or agency limitation is not a violation of the Antideficiency Act, if the overobligation or overexpenditure of a statutory or agency limitation causes the issuer to exceed his or her administrative subdivision of funds, a violation of the Antideficiency Act occurs.


(4)	Any case where an officer or employee has made or authorized an expenditure from or created or authorized an obligation under any appropriation or fund in excess of the amount available therein. (For expired accounts, "amounts available therein" includes amounts available for restoration to the account; that is, disbursing authority which has previously been returned to the Treasury.)


(5)	Any case where an officer or employee has involved the Government in a contract or other obligation for the payment of money for any purpose in advance of appropriations made for such purpose, unless such contract or obligation is authorized by law.


(6)	Any case where an officer or employee has accepted voluntary service or employed personal services in excess of that authorized by law, except in cases of emergency involving the safety of human life or the protection of property.


(7)	Any case where an officer or employee has authorized or created an obligation or made an expenditure in excess of an allowance.  Although exceeding an allowance is not a violation of the Antideficiency Act, if the overobligation or overexpenditure of an allowance causes the issuer to exceed his or her administrative subdivision of funds, a violation of the Antideficiency Act occurs.


e.	Reporting of Violations


(1)	Each allotting or other responsible authority within whose jurisdiction a possible violation occurs, shall determine the facts and circumstances and prepare and dispatch a final report within 30 calendar days from the date of notification (see par. 1A.13b(3)(j)). The formal report will be submitted by the facility Director through the appropriate fund distribution channels to the [Director, Office of] Budget and Finance [(Controller)] (047).  The report shall contain the following information:


(a)	The title and symbol (including the fiscal year) of the appropriation or fund, the amount involved, and the date on which the violation occurred.


(b)	The name and position of the officer(s) or employee(s) responsible for the violation.


(c)	All pertinent facts of the violation, including the type of violation (e.g., overobligation or overexpenditure of appropriation, etc.), the primary reason or cause, and any statement of the responsible officer(s) or employee(s) with respect to any circumstances believed to be extenuating.


(d)	A statement as to whether the violation was willful, or because of 1 careless disregard of instruction, 2 emergency circumstances, 3 error, or 4 other causes.


(e)	A statement of the administrative discipline imposed or recommended and the basis therefore, or an explanation as to why action was considered necessary.


(f)	A statement of any additional action taken, including any new safeguards established to prevent recurrence of this type of violation.


(g)	A statement regarding the adequacy of the system of administrative control prescribed herein.


(2)	The [Director, Office of] Budget and Finance [(Controller)] is responsible for reviewing reports of violations submitted in compliance with this regulation and for recommending to the Administrator whether or not the violation is reportable to the President and the Congress.  If additional information is requested, it will be furnished promptly to the [Director, Office of] Budget and Finance [(Controller)] by the reporting activity. The [Director, Office of] Budget and Finance [(Controller)] shall immediately, upon determination that a reportable violation occurred, prepare a report, in accordance with the instructions in OMB Circular A-34 for submission by the Administrator to the President, through OMB, and to the Congress as required by the Antideficiency Act.  In the event it is determined that a reportable violation did not occur, the reporting activity will be so notified.  If it is determined that a statutory limitation has been exceeded, a report of such violation will be submitted to the Office of Management and Budget.


f.	General Rules and Specific Principles.  The following general rules and specific principles will be applied in determining whether or not a violation has occurred and in fixing the responsibility for violations.


(1)	General Rule.  Any overobligation or overexpenditure of an allotment or allowance constitutes a violation subject either to the Antideficiency Act or to agency rules, respectively, and must be reported.


Specific Principles


(a)	Failure to record an obligation in no way alters its status as an obligation.  All obligations, recorded or not, will be considered in determining whether or not an overobligation exists.


(b)	The fact that an obligation may not be administratively controllable does not alter its status as an obligation.  No difference is recognized between controllable and uncontrollable obligations in determining whether or not an overobligation has occurred.


(2)	General Rule.  The official to whom an allotment or allowance is made is primarily responsible for any violation resulting from an overobligation or overexpenditure of that allotment or allowance.


Specific Principles


(a)	Each official receiving an allotment or allowance shall, periodically throughout the allotment or allowance period, review the rate at which obligations are being incurred against that allotment or allowance.  Such reviews shall be made at least monthly or more frequently dependent upon the nature of the obligations involved, the obligation rate, and the amount of the allotment or allowance.


(b)	At the first indication that an allotment or allowance may be inadequate, the responsible official shall take immediate steps to: 1 curtail operations, as required to avoid an overobligation and 2 advise the appropriate authority of the potential deficiency and the action taken and future action required to prevent it.


(c)	Where an overobligation or overexpenditure of an allotment or allowance occurs as a result of the failure of an operating official to control costs within the allotment or allowance issued him/her, that official shall normally be deemed responsible for any resulting violation.


(3)	Exceptions to the General Rule


(a)	An official or employee who incurs an obligation while outside the scope of his/her official authority shall be responsible for any violation resulting from that action.


(b)	An official acting for, or replacing an operating official may be held responsible for a violation resulting from an overobligation or overexpenditure of an allotment or allowance made to his or her predecessor, if the overobligation or overexpenditure occurs while he or she is acting in, or occupying the position held by the operating official.


g.	Policies


(1)	These regulations shall be strictly interpreted in determining whether or not a particular action, or failure to act, constitutes a violation of the prescribed system of control.


(2)	Specific individual responsibility determinations shall be made in all instances of violation.


(3)	The dollar amount involved in any overobligation or overexpenditure is immaterial in determining whether or not a given  case constitutes a violation under these regulations.


(4)	The receipt of additional funds before the end of the accounting period does not mitigate the violation or eliminate the reporting requirement.


(5)	Disciplinary action must be taken consistent with all circumstances of the case.  The circumstances considered should include, among others, the nature and seriousness of the offense, level of responsibility, degree of experience and prior record of the violator.  The mere fact that a violation was not willful and knowing does not support a decision of not imposing discipline.


h.	Special Situations


(1)	Errors.  Apparent overobligations caused by errors, where the facts indicate that no actual obligation exists, are not violations even though the accounting records indicate otherwise.  An error does not establish a bona fide liability of the VA.  An indicated obligation caused by an error is not a violation in itself.  An error, however, can lead to an actual violation.  For example:  an over obligation occurred because an error led to the belief that sufficient funds were available is a violation.  Actual violations, even though caused by errors, must be reported.


(2)	Apparent Violations Reflected in Accounting Records.  Whenever an apparent violation is reflected in the formal accounting records and on a monthly status of fund report, a footnote will be included in the records and on the report indicating that the condition has been noted and is under investigation or, if available, the date the violation was reported.  If the investigation discloses the cause to be an accounting error, this must be so noted in the formal records fully identifying, for audit trail purposes, all adjustments by date, voucher number, and amount.


(3)	Misapplication of Obligations or Expenditures.  Misapplication of obligations or expenditures are considered to be an accounting effort and, as such, do not constitute a violation.  However, if funds are not available for adjustment in the subdivision of funds properly chargeable a reportable violation occurs.


�
SECTION C. THE ANTIDEFICIENCY ACT


The Antideficiency Act provides that obligations and expenditures shall not exceed amounts appropriated, apportioned or reapportioned or amounts which represent an administrative subdivision of funds established by regulation for the purpose of serving as a control.  The Antideficiency Act makes individual officers and employees personally responsible for the authorizing or creating of any obligation or the authorizing or making of any expenditure in excess of available funds.  Erroneous OPAC charges do not constitute overobligations with respect to the Antideficiency Act.  Agencies should footnote TFS Form 2108 to indicate those cases that would appear to overexpend the symbol charged.  The statutes comprising the Antideficiency Act are quoted below:


§1341. Limitations on expending and obligating amounts


(a)	An officer or employee of the United States 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 either government in a contract or obligation for the payment of money before an appropriation is made unless authorized by law.


(2)	This subsection does not apply to a corporation getting amounts to make loans (except paid in capital amounts) without legal liability of the United States Government.


(b)	An article to be used by an executive department in the District of Columbia that could be bought out of an appropriation made to a regular contingent fund of the department may not be bought out of another amount available for obligation.


§1342. Limitation on voluntary services


An officer or employee of the United States 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.  This section does not apply to a corporation getting amounts to make loans (except paid in capital amounts) without legal liability of the United States Government.


§1349. Adverse personnel actions


(a)	An officer or employee of the United States Government or of the District of Columbia government violating section 1341(a) or 1342 of this title shall be subject to appropriate administrative discipline including, when circumstances warrant, suspension from duty without pay or removal from office.


(b)	An officer or employee who willfully uses or authorizes the use of a passenger motor vehicle or aircraft owned or leased by the United States Government (except for an official purpose authorized by section 1344 of this title or otherwise violates section 1344 shall be suspended without pay by the head of the agency.  The officer or employee shall be suspended for at least one month, and when circumstances warrant, for a longer period or summarily removed from office.


§1350. Criminal penalty


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 2 years, or both.


§1351. Reports on violations


If an officer or employee of an executive agency or an officer or employee of the District of Columbia government violates section 1341(a) or 1342 of this title, the head of the agency or the Mayor of the District of Columbia, as the case may be, shall report immediately to the President and Congress all relevant facts and a statement of actions taken.


§1512. Apportionment and reserves


(a)	Except as provided in this subchapter, an appropriation available for obligation for a definite period shall be apportioned to prevent obligation or expenditure at a rate that would indicate a necessity for a deficiency or supplemental appropriation for the period. An appropriation for an indefinite period and authority to make obligations by contract before appropriations shall be apportioned to achieve the most effective and economical use.  An apportionment may be reapportioned under this section.


(b)(1) An appropriation subject to apportionment is apportioned by -


(A)	months, calendar quarters, operating seasons, or other time periods;


(B)	activities, functions, projects, or objects; or


(C)	a combination of the ways referred to in clauses (A) and (B) of this paragraph.


(2)	The official designated in section 1513 of this title to make apportionments shall apportion an appropriation under paragraph (1) of this subsection as the official considers appropriate.  Except as specified by the official, an amount apportioned is available for obligation under the terms of the appropriation on a cumulative basis unless reapportioned.


(c)(1) In apportioning or reapportioning an appropriation, a reserve may be established only -


(A)	to provide for contingencies;


(B)	to achieve savings made possible by or through changes in requirements or greater efficiency of operations; or


(C)	as specifically provided by law.


(2)	A reserve established under this subsection may be changed as necessary to carry out the scope and objectives of the appropriation concerned.  When an official designated in section 1513 of this title to make apportionments decides that an amount reserved will be required to carry out the objectives and scope of the appropriation concerned, the official shall recommend the rescission of the amount in the way provided in chapter 11 of this title for appropriation requests.  Reserves established under this section shall be reported to Congress as provided in the Impoundment Control Act of 1974 (2 U.S.C. 681 et seq.).


(d)	An apportionment or a reapportionment shall be reviewed at least 4 times a year by the official designated in section 1513 of this title to make apportionments.


§1513. Officials controlling apportionments


(a)	The official having administrative control of an appropriation available to the legislative branch, the judicial branch, the United States International Trade Commission, or the District of Columbia government that is required to be apportioned under section 1512 of this title shall apportion the appropriation in writing.  An appropriation shall be apportioned not later than the later of the following;


(1)	30 days before the beginning of the fiscal year for which the appropriation is available; or


(2)	30 days after the date of enactment of the law by which the appropriation is made available.


(b)(1) The President shall apportion in writing an appropriation available to an executive agency (except the Commission) that is required to be apportioned under section 1512 of this title.  The head of each executive agency to which the appropriation is available shall submit to the President information required for the apportionment in the form and the way and at the time specified by the President.  The information shall be submitted not later than the later of the following:


(A)	40 days before the beginning of the fiscal year for which the appropriation is available; or


 (B)	15 days after the date of enactment of the law by which the appropriation is made available.


(2)	The President shall notify the head of the executive agency of the action taken in apportioning the appropriation under paragraph (1) of this subsection not later than the later of the following:


(A)	20 days before the beginning of the fiscal year for which the appropriation is available; or


(B)	30 days after the date of enactment of the law by which the appropriation is made available.


(c)	By the first day of each fiscal year, the head of each executive department of the United States Government shall apportion among the major organizational units of the department the maximum amount to be expended by each unit during the fiscal year out of each contingent fund appropriated for the entire year for the department.  Each amount may be changed during the fiscal year only by written direction of the head of the department.  The direction shall state the reasons for the change.


(d)	An appropriation apportioned under this subchapter may be divided and subdivided administratively within the limits of the apportionment.


(e)	This section does not affect the initiation and operation of agricultural price support programs.


§1514. Administrative division of apportionments


(a)	The official having administrative control of an appropriation available to the legislative branch, the judicial branch, the United States International Trade Commission, or the District of Columbia government, and, subject to the approval of the President, the head of each executive agency (except the Commission) shall prescribe by regulation a system of administrative control not inconsistent with accounting procedures prescribed under law.  The system shall be designed to -


(1)	restrict obligations or expenditures from each appropriation to the amount of apportionments or reapportionments of the appropriation; and


(2)	enable the official or the head of the executive agency to fix responsibility for an obligation or expenditure exceeding an apportionment or reapportionment.


(b)	To have a simplified system for administratively dividing appropriations, the head of each executive agency (except the Commission) shall work toward the objective of financing each operating unit, at the highest practical level, from not more than one administrative division for each appropriation affecting the unit.


§1515. Authorized apportionments necessitating deficiency or supplemental appropriations


(a)	An appropriation required to be apportioned under section 1512 of this title may be apportioned on a basis that indicates a necessity for a deficiency or supplemental appropriation to the extent necessary to permit payment of pay increases for prevailing rate employees whose pay is fixed and adjusted under subchapter IV of chapter 53 of title 5.


(b)(1) Except as provided in subsection (a) of this section, an official may make, and the head of an executive agency may request, an apportionment under section 1512 of this title that would indicate a necessity for a deficiency or supplemental appropriation only when the official or agency head decides that the action is required because of -


(A)	a law enacted after submission to Congress of the estimates for an appropriation that requires an expenditure beyond administrative control; or


(B)	an emergency involving the safety of human life, the protection of property, or the immediate welfare of individuals when an appropriation that would allow the United States Government to pay, or contribute to, amounts required to be paid to individuals in specific amounts fixed by law or under formulas prescribed by law is insufficient.


(2)	If an official making an apportionment decides that an apportionment would indicate a necessity for a deficiency or supplemental appropriation, the official shall submit immediately a detailed report of the facts to Congress.  The report shall be referred to in submitting a proposed deficiency or supplemental appropriation.


§1516. Exemptions


An official designated in section 1513 of this title to make apportionments may exempt from apportionment-


(1)	a trust fund or working fund if an expenditure from the fund has no significant effect on the financial operations of the United States Government;


(2)	a working capital fund or a revolving fund established for intragovernmental operations;


(3)	receipts from industrial and power operations available under law; and


(4)	appropriations made specifically for-


(A)	interest on, or retirement of, the public debt;


(B)	payment of claims, judgments, refunds, and drawbacks;


(C)	items the President decides are of a confidential nature;


(D)	payment under a law requiring payment of the total amount of the appropriation to a designated payee; and


(E)	grants to the States under the Social Security Act (42 U.S.C. 301 et seq.).


§1517. Prohibited obligations and expenditures


(a)	An officer or employee of the United States Government or of the District of Columbia government may not make or authorize an expenditure or obligation exceeding -


(1)	an apportionment; or


(2)	the amount permitted by regulations prescribed under section 1514(a) of this title.


(b)	If an officer or employee of an executive agency or of the District of Columbia government violates subsection (a) of this section, the head of the executive agency or the Mayor of the District of Columbia, as the case may be, shall report immediately to the President and Congress all relevant facts and a statement of actions taken.


§1518. Adverse personnel actions


An officer or employee of the United States Government or of the District of Columbia government violating section 1517(a) of this title shall be subject to appropriate administrative discipline including, when circumstances warrant, suspension from duty without pay or removal from office.


�
§1519. Criminal penalty


An officer or employee of the United States Government or of the District of Columbia government knowingly and willfully violating section 1517(a) of this title shall be fined not more than $5,000, imprisoned for not more than 2 years, or both.


�
SECTION D. FINANCIAL MANAGEMENT SYSTEMS


1D.01	PURPOSE


The purpose of this section is to implement the policies and procedures set forth in OMB Circular A-127, Financial Management Systems, and to incorporate the principles and standards defined by the General Accounting Office in Title 2 of GAO Policy and Procedures Manual for Guidance of Federal Agencies.


1D.02	SCOPE


These policies and procedures apply to all VA financial management systems and encompass the development, operation, evaluation, and reporting on such systems.


1D.03	DEFINITIONS


a.	Accounting System.  A system for recording, classifying, and summarizing information on financial position and operations.


b.	Financial Management Information.  All information on Federal spending, collections, assets, liabilities, equity, and related budgetary transactions and balances.  This includes data used to develop information for decision-making regarding unit costs, pay rates, user charges, etc.


c.	Agency Financial Management System.  The total of agency financial systems, both manual and automated, for planning, budget formulation, and execution, program, and administrative accounting, and audit; as well as all other systems for recording and classifying financial data and reporting financial management information, including purchasing, property, inventory, etc.


d.	Component System.  A component system is a major element within the overall financial management system.


e.	Subsystem.  A subsystem is a feeder system that furnishes essential administrative or financial data to a component of the financial system.


f.	System Manager.  The individual who is responsible for assuring that the component or subsystem is established, maintained, planned, reviewed, improved, and reported on, as required by this directive.


1D.04	POLICY AND OBJECTIVES


a.	The financial management policy objectives are intended to ensure that each financial management system operates in compliance with applicable laws, and to provide information needed by the President, Congress, and Congressional Committees, OMB, Treasury, GSA, and VA managers, and the country's citizens.


b.	Systems developed and operated under this policy shall be the source of financial information used in the budget, Treasury financial statements, financial reports to Congress, and other financial reports.  New or substantially revised systems shall be developed on an interagency basis and designed to meet the needs of all participating agencies.  Funds shall be expended only for systems that meet the requirements set forth in OMB Circular A-127.


c.	The VA shall establish and maintain a single integrated financial management system which will be supplemented by subsidiary systems.  Integration may be accomplished by interfacing or by elimination of redundant or overlapping systems.  The most effective method will be used.


d.	Systems Operations.  The VA shall use the best of acceptably priced contemporary technology to develop an agency level financial management system.  Such a system must be based on the premise of one-time data capture.  The system's usefulness shall be determined by the information needs of users on a cost justified basis.  Data shall be recorded as soon as practicable after the occurrence of an event or transaction.  Preliminary reporting period data shall be available by the fifth workday following the end of the period.  Final corrected data shall be available to meet other internal or external reporting requirements.  Financial management information shall be reasonably complete and accurate and must be verifiable.  The level of detail shall be limited to that required to meet management needs.  Financial management data should be classified, recorded and reported in a consistent manner, throughout the VA and from period to period.  The systems should be efficient, utilizing the best in contemporary technology, maximize data sharing, minimize overlap, and should be operated economically with reasonable total costs, and transaction costs.


e.	Systems integrity: The agency financial management systems shall incorporate cost effective controls as prescribed in OMB Circulars A-123 and A-71.


f.	Support for budgets: Financial management systems shall be designed to support budget formulation, analysis, and execution, including uniform classification of data.  Data on the results of Presidential and congressional decisions shall be supported and tracked by the financial management system.  Reporting requirements of OMB Circulars A-11 and A-34 will be fully supported.


g.	Support for management: Data should be recorded and reported in a manner to facilitate carrying out the responsibilities of both program and administrative managers.


h.	Full financial disclosure: Financial management data shall be recorded and reported as required by OMB or Treasury to provide full financial disclosures and accountability in accordance with appropriate budget and accounting principles and standards.


1D.05	REVIEWS


a.	Each financial management system must be reviewed annually.  There are two types of reviews.


b.	The limited review will be conducted by the system manager using a checklist of questions to be provided by the Office of Budget and Finance (Controller).  The checklist will encompass the objectives contained in Circular A-127.  The completed checklist and a summary report will be submitted to the Office of Budget and Finance (Controller) for review and incorporation into the Annual Report.  The Office of Budget and Finance (Controller) will conduct quality assurance checks of a random selection of questions.


c.	The detailed review will be conducted jointly by the system manager and the Office of Budget and Finance (Controller).  In place of a static review of conformance to A-127 objectives, the detailed review will include tests of transactions and the passing of data through linkage from one system to another.  Detailed reviews will be conducted on a 3-year cycle. The year in which a system is subjected to a detailed review, the limited review will not be required.


1D.06	REPORTING


a.	The requirements of OMB Circular A-127 encompass planning, development, operation, evaluation and reporting on the VA's financial management systems.  These five functions generate two end products that are ultimately sent to OMB.


b.	Agency Financial Management System Plan


(1)	The planning function produces a 5-year plan to develop and maintain a single integrated, efficient, financial management system.  The plan shall feature specific milestones, obligation, and outlay estimates for each component system of the VA financial management system.  The plan will be coordinated with the VA ADP and Telecommunications Plan.


(2)	The plan will be approved by the Deputy Administrator and will accompany the budget and management submission to OMB.


(3)	Funds will not be expended for the development or operation of any financial management system except those approved and funded through the planning and budgeting process.


c.	Annual Report Under the Federal Manager's Financial Integrity Act, RCS 00-0405


(1)	The evaluation and reporting functions will generate recommendations for actions to correct instances of nonconformance to GAO accounting principles and standards and OMB guidelines and objectives for financial management systems.  The summary of findings from system evaluations, including material instances of nonconformance with appropriate guidelines, will be prepared as a part of report required by section 4 of the Federal Manager's Financial Integrity Act.  The VA report will be made for the year ending September 30.


(2)	The annual report will also include an updated inventory of financial management systems and will name, by position, the responsible individual for each component of the VA's financial management system.


(3)	Major recommendations for corrective action and systems development will be incorporated in the next update of the Agency Financial Management System Plan.


1D.07	RESPONSIBILITIES


a.	The Deputy Administrator is responsible for assuring that the planning, development, operation, review, and reporting on the VA's financial management systems conform to the requirements of OMB Circular A-127.  The Deputy Administrator will approve the Agency Financial Management System Plan and will submit an annual report on financial management systems to accompany the report required by section 4 of the Federal Manager's Financial Integrity Act.


b.	The Director, Office of Data Management and Telecommunications currently develops the VA ADP and Telecommunications Plan.  This plan shall be modified to highlight those systems that are determined to be financial management systems.  In addition, the report shall include a separate section to describe the overall VA financial management system plan.  The material to be incorporated in this summary section will be provided by the Office of Budget and Finance (Controller).


c.	The Director, Office of Information Management and Statistics currently maintains and publishes an inventory of Active ADP Systems/Applications.  This report shall be modified to identify financial management systems.


d.	Each department and staff office head is responsible for designating a system manager for each system under their control.  The system manager, in turn, is responsible for carrying out the planning, evaluation, and reporting of assigned financial management systems.  Evaluations shall be conducted using guidance issued by OMB including the Guidelines for Evaluating Financial Management/Accounting Systems (May 1985).  OMB Circular A-127 specifically requires that managers who use financial information for decision making be involved in the planning and evaluation functions.


(1)	Planning and budgeting needs for financial management systems should be reflected in the VA ADP and Telecommunications Plan and in the annual budget submissions.  Support documents including exhibits 43A and 43B (required by OMB Circular A-11) should also identify resource needs for financial management systems.


(2)	Internal RCS 00-0405 reports on evaluations of individual financial management systems (components and sub-systems) shall be submitted to the Director, Budget and Finance (Controller) not later than October 31.


e.	The Director, Office of Budget and Finance (Controller) has overall responsibility for coordinating the VA wide efforts to implement OMB Circular A-127, as provided in MP-1, part II, chapter 15, including reviewing, improving, and reporting on financial management systems.  Specific responsibilities include:


(1)	Consolidating and preparing the VA report on the evaluation of financial management systems, to become a part of the Report on Section 4 of the FMFIA (Federal Manager's Financial Integrity Act).  The Section 4 FMFIA Report will be submitted to the ADA for Information Resources Management by November 14 each year, to be released by the agency by December 31.


(2)	Developing and maintaining an overall plan for the integration of the VA's financial management systems which is to be incorporated into the VA ADP and Telecommunications Plan.


(3)	Reviewing budget submissions and supporting documents from departments and staff offices to ensure that system development and maintenance resources for financial management systems are consistent with approved plans.


f.	The Inspector General will provide technical assistance and advice on the VA's effort to review and improve the agency financial management system.  The Inspector General will also advise the Administrator whether the financial management system review has been conducted in accordance with OMB guidelines.  The extent of Inspector General involvement will be coordinated among the Administrator, the IG, and the designated manager of the financial management system.


g.	Performance standards and/or position descriptions should address A-127 responsibilities for individuals and positions  involved in the financial management system planning and review process.
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