How the Army Runs

Chapter 10

Resource Management
“Mr. Chairman,

| want to thank the members of this committee for your support of our soldiers and of our vision for the future,
especially The Army’s Transformation initiative, which will be so critical to our readiness in the decades to come. With
your support, that effort is well underway.

...Achieving...force readiness has taken significant effort... We have fully funded training and taken risk elsewhere...
The price for achieving that kind of readiness in our early deploying units has been to accept risk elsewhere in the
force. First, we have diverted soldiers from other organizations to fill our high priority war fighting formations.
Second, we have for years mortgaged our future readiness — our modernization programs — in order to assure that
our soldiers had, in the near-term, what it takes to fight and win decisively...

For a number of years now, we have focused resources into these high priority units at the expense of non-divisional
and reserve component units and the institutional Army. We also deferred revitalization of our facilities. The DOD
benchmark calls for complete renewal of facilities every fifty-seven years. With current funding, it will take The Army
157 years to fully revitalize our infrastructure... In addition, our current real property maintenance backlog exceeds
$15 hillion today. That is the result of migrating funds to pay for near-term readiness, and that problem compounds
with each passing year.

Likewise, most of our legacy force equipment — our major combat systems — is aging. Over 75% of them exceed the
half-life of their expected service. As a result, operations and maintenance costs have grown 30% over the past four
years...”

Testimony of the Chief of Staff, Army, General Eric K. Shinseki, before the HASC on 27 September 2000

Section |
Introduction

10-1. The need for resource management

a. General Shinseki’s testimony to the HASC illustrates the need for effective resource management throughout the
Army. He mentions past strategic resource management decisions that have had a profound effect on the Army in the
field. Because the Army has a large and complex set of missions to execute and a limited set of resources with which
to accomplish its missions and supporting tasks, the necessity to maximize the spending power of every dollar the
Congress appropriates to the Army becomes paramount. Further, because the Army is vested with the public’s trust and
confidence for defending our Nation, al Army leaders have an incumbent responsibility to exercise effective and
responsible stewardship for all the resources that have been entrusted to them. As such, responsible, effective and
efficient resource management is an integral part of al Army leaders duties and functions and is essential for
maintaining the Army’s readiness to accomplish its assigned missions.

b. Resource management at the strategic level must address the issues of affordability, required force capabilities,
and the entire supporting structure. Resource managers at this level must also deal with the larger questions of whether
particular programs are needed, how they serve the specific missions assigned to the Army, and whether the strategies
designed to accomplish the mission are correct and necessary. Programmatic and financial resource perspectives
examine the efficiency with which funds are allocated and spent, and with how effectively particular programs are
managed and integrated. At the program level this process encompasses the ways in which the soldiers, civilians,
facilities, equipment, information, time, and funds are integrated into the Army.

c. Implicit in this programmatic resource management perspective is the recognition that all of us participate in a
resource decision stream that requires some of these decisions, once made, to remain unalterable. For example, placing
a new facility at an installation requires a minimum of four years. Training instructors and then troops on a new piece
of equipment requires three years. Ordering the secondary spares for new end items requires at least two years.
Integrating al three of these resourcing decisions requires that we consider them to be “irreversible,” otherwise we will
find new facilities being completed at one installation, while we have resourced new equipment and soldiers trained on
that equipment to be serving on another installation.

d. More importantly, this “unalterable decision base” will have created “a receivables stream” such as aircraft,
training packages, equipment shops, displaced equipment, and so forth of substantial proportion. Reconfiguring these
“receivables’ into one's own conception without considering the previous decision rationale may well create resource
management disconnects which tend to surface in OSD resource review forums and Congressional hearings.
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10-2. Resource management—a definition
Resource management is the direction, guidance, and control of financial and other resources. It involves the applica-
tion of programming, budgeting, accounting, reporting, analysis, and evaluation.

10-3. Resource management terms
Throughout this chapter, there are a number of unique terms associated with resource (specifically financia or fiscal)
management that if understood will enable you to more readily understand and use this chapter.

a. Obligation. Any act that legally binds the United States Government to make a payment is an obligation. The
concept of the “obligation” is central to resource management in the Government. From the central concept of
“obligating the U.S. Government to make a payment” springs forth the foundation of our fiscal law and the lega
parameters under which the Army must operate as a part of the U.S. Government. The obligation may be for a service
rendered by a contractor, the acquisition of material items (for example, a tank), the construction or repair of a facility,
salary for a soldier or civilian, and so forth

b. Congressional authorization. A law passed by the Congress and signed by the President that establishes or
continues a Federal program or agency, and sets forth guidelines to which it must adhere. Generally for every FY, the
Congress passes a National Defense Authorization Act (for example, Public Law 106-554, National Defense Authori-
zation Act for Fiscal Year 2001), which directs by law what can be purchased, what manpower resource levels each
Service can have, and how many weapon and other materiel systems can be bought. It also provides additions and
changes to Title 10 of the United States Codes that, among other laws, guide the management of the Army and the
other activities of the DOD. An authorization act however does not provide the BA to draw funds from the U.S.
Treasury to pay an obligation.

¢. Congressional appropriation. A law passed by the Congress and signed by the President that provides BA for the
specific purpose(s) stated in the law. In the case of the annual DOD appropriations acts (for example, Public Law
106-259, Department of Defense Appropriations Act, 2001; and Public Law 106-246, Military Construction Appropri-
ations Act, 2001), BA is provided for a number of appropriations (for example, Operations and Maintenance, Army
(OMA); MPA; Research, Development, Test and Evaluation, Army (RDT&E,A); MILCON, Army (MCA), and so
forth) for a specified period of time for the Army to incur legal obligations as it executes the programs authorized by
Congress and other laws that guide Army operations.

d. Budget authority. BA is the authority to incur a legal obligation to pay a sum of money from the U.S. Treasury.
BA is not “money.” The U.S. Treasury actually disburses cash only after an agency (for example, Army, DFAS
accounting office activity, and so forth) issues a U.S. Treasury Check withdrawing money from the Treasury and thus
disburses the money to pay a previously incurred obligation.

e. Disbursement. Payment of an obligation of the U.S. Government.

f. Fiscal year (FY). The FY is the Government’s accounting period. For the Federal Government it begins on 1
October and ends on 30 September. The FY is designated by the calendar year in which it ends. For example, FY 2003
begins on 1 October 2002 and ends on 30 September 2003.

g. Outlays. Outlays are the amount of money the Government actually disburses in a given FY.

h. Asset leverage. The combination of government assets with private sector knowledge, expertise, equity and or
financing in a venture (partnership), which results in long term benefit to the government.

10-4. Key players in Army resource management
There are a number of different actors who play in the Army’s resource management arena:

a. Congress. Centra to the function of obligating the Government to make a payment is the power invested by the
U.S. Congtitution to the Congress for the following: to raise revenue and borrow money (U.S. Constitution Article I,
Section 8, Clause 1-2); to raise and support armies and a navy (U.S. Congtitution Article |, Section 8, Clause 12-13);
and no money shall be drawn from the Treasury, but in consequence of appropriations made by law (U.S. Constitution
Article I, Section 9, Clause 7). For Congress to meet these requirements they pass authorization and appropriation acts
as described above.

b. Office of Management and Budget (OMB). OMB assists the President of the United States in overseeing the
preparation of the Federal budget and in supervising its administration in Federal agencies. It evaluates, formulates, and
coordinates management procedures and program objectives within and among Federal departments and agencies. It
also controls the administration of the Federal budget, while routinely providing the President with recommendations
regarding budget proposals and relevant legislative proposals. Additionaly it plans, conducts, and promotes evaluation
efforts that assist the President in assessing Federal program objectives, performance, and efficiency. Finaly, OMB
also oversees and coordinates the Administration’s procurement, financial management, information, and regulatory
policies. Further details on the OMB organization and its functions can be viewed on-line at: “http://
www.whitehouse.gov/OMB/”.

C. Under Secretary of Defense (Comptroller) (USD(C)). Within the OSD there is appointed an USD(C). The
USD(C) advises and assists the SecDef in exercising the SecDef’s budgetary and fiscal powers. As such the USD(C)
supervises and directs the preparation of DOD budget estimates, establishes and supervises the execution of policies
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and procedures to be followed in connection with organizational and administrative matters relating to: preparation of
budgets, fiscal, cost, operating, and capital property accounting; and progress and statistical reporting. Finaly the
USD(C) establishes and supervises the execution of policies and procedures relating to the expenditure and collection
of funds administered by DOD, and establishes uniform fiscal terminology, classifications and procedures used in the
DOD'’s fiscal management. The USD(C) is the DOD Chief Financia Officer (CFO) (see para 10-28). Further details
on the Office of the USD(C) organization and its functions can be viewed on-line at: “http://www.dtic.mil/comptroller/

d. Secretary of the Army (SECARMY). Subject to the authority, direction, and control of the SecDef and subject to
the provisions of chapter 6 of Title 10, United States Code, the SECARMY is responsible for, and has the authority
necessary to conduct all affairs of the DA, including the following functions:

(1) Recruiting.

(2) Organizing.

(3) Supplying.

(4) Equipping (including research and development).

(5) Training.

(6) Servicing.

(7) Mohilizing.

(8) Demohilizing.

(9) Administering (including the morale and welfare of personnel).

(10) Maintaining.

(11) The construction, outfitting, and repair of military equipment.

(12) The construction, maintenance, and repair of buildings, structures, and utilities and the acquisition of real
property and interests in real property necessary to carry out the responsibilities specified.

(13) Further, subject to the authority, direction, and control of the SecDef, the SECARMY is aso responsible to the
SecDef for: the functioning and efficiency of the DA; the effective and timely implementation of policy, program, and
budget decisions and instructions of the President or the SecDef relating to functions of the DA; and the performance
of the functions of the DA so as to fulfill (to the maximum extent practicable) the current and future operational
requirements of the unified and specified Combatant Commands. As such the SECARMY can be considered the
Army’s top resource manager because of the position’s inherent decision-making authority over the affairs of the DA.

e. Assistant Secretary of the Army (Financial Management & Comptroller) (ASA(FM&C)). Within the OSA there is
appointed an ASA(FM&C. The ASA(FM&C) exercises the comptroller functions of the DA and advises the
SECARMY on financial management as directed by 10 USC Sec. 3016 . To execute this mission, the Office of the
ASA(FM&C) is organized as follows:

(1) Deputy Assistant Secretary of the Army (Budget) (DASA(B)). The DASA(B) is responsible for the Army’s budget
formulation, the presentation and defense of the budget through the congressional appropriation process, budget
execution and analysis, reprogramming actions, and appropriation/fund control and distribution. The DASA(B) is a co-
chairman of the HQDA Planning Programming and Budgeting Committee (PPBC). To accomplish its missions and
functions, the Office of the DASA(B) is organized into four directorates (Operations and Support; Investment; Business
Resources; and Management and Control). Additionally, the Army’s Congressional Budget Liaison Office is under
control of the DASA(B).

(2) Deputy Assistant Secretary of the Army (Financial Operations) (DASA(FO)). The DASA(FO) is responsible for:
policies, procedures, programs and systems pertaining to finance and accounting activities and operations; Army
financial management systems and data integration activities, Army programs for management control, internal review
and audit compliance, the Government Travel Charge Card, and fraud, waste and abuse; and other management
evaluation activities. To accomplish its missions and functions, the Office of the DASA(FO) is organized into three
directorates (Management Services and Internal Review; Financial Reporting; and Finance and Accounting Oversight).
Additionally, the U.S. Army Finance Command, a HQDA FOA, is under the control of the DASA(FO).

(3) Deputy Assistant Secretary of the Army (Resource Analysis & Business Practices) (DASA(RB)). The DASA(RB)
is responsible for providing: discrete independent resource analysis for the purpose of recommending changes to policy,
procedures and systems; policy and oversight of management improvement and productivity functions within the
Army; HQDA level assessments of mission accomplishment through the Cost and Performance Measures Review;
development and review of alternative financing initiatives including lease finance, privatization, public-private ven-
tures, asset exchange and asset leveraging; development of initiatives which improve business processes and proce-
dures, and financial management oversight of non-appropriated funds (NAF) (see para 1042). To accomplish its
missions and functions, the Office of the DASA(RB) is organized into a Resource Analysis Team and a Business
Practices Team.

(4) Deputy Assistant Secretary of the Army for Cost and Economics (DASA(C&E)). The Deputy is responsible for
implementing the Army Cost and Economic Analysis Program through the development and promulgation of cost and
economic analysis policy, cost estimating models, and cost databases for Army wide use. DASA (C&E) conducts
component cost analysis for weapons and automated information systems (AlS) and manages the Army Cost Review
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Board and ACP (see para 11-17¢(5)) Process. DASA(C&E) is responsible for conducting force structure, operations
and support (OPTEMPO), personnel, and installation cost analyses. Other functions include implementation of the
Army Activity Based Costing/Management Strategic Plan and management of the Army Cost Research Program.

(5) Office of the Assistant Secretary of the Army (Financial Management and Comptroller) (OASA(FM&C)) web
site. Further details on the OASA(FM&C) organization and its functions can be viewed on-line at:
“www.asafm.army.mil/”.

f. Commanders of MACOM & heads of other operating agencies. Commanders of major commands and command-
ers and heads of operating agencies (for example, PEOs, PMs, President, National Defense University) are responsible
for developing, justifying, presenting and defending programs supporting their assigned missions and responsibilities.
Further, they are accountable for ensuring approved program budgets are properly executed and certified. This
responsibility includes ensuring accounting and fund status reporting for appropriated and non-appropriated funds is
accomplished in accordance with fiscal law and governing regulations and policies.

10-5. A framework to help study resource management
a. For our study of the internal workings of the Army’s Resource Management System and how it functions, it helps
to use a modedl called the “Four A’'S’:

< Acquire resources.

« Allocate those resources according to the priorities generally considered in terms of dollars and manpower.

« Account for those resources with a system that provides a decision support and tracking capability for the program
and budget functions, and a system that performs accounting for fiscal compliance required by statutes.

« Anayze the execution of those resources and implement course corrections as required.

b. Asillustrated in Figure 10-2, these functions are performed in a closed-loop process. Though it is recognized that
there are other models that describe the elements of resource management, for our discussion the “4-A’s’ model meets
our needs.

Assistant Secretary of the Army
(Financial Management and Comptroller)

Deputy Assistant Secretary
of the Army
(Budget)

Deputy Assistant Secretary
of the Army
(Financial Operations)

Deputy Assistant Secretary
of the Army
(Resource Analysis
and Business Practices)

Deputy for Cost Analysis
& Director of the
US Army Cost and
Economic Analysis Center

Figure 10-1.

Office of the Assistant Secretary of the Army (Financial Management and Comptroller)
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ACQUIRE /| ALLOCATE

ANALYZE [ ACCOUNT

Figure 10-2. Resource Management’s "4-A’s"

Section 1l
Acquire Resources

10-6. Getting the fiscal resources for the Army to use

Extensively described in detail in Chapter 9, the Army’s PPBES provides the means by which the Army justifies and
acquires its resources from Congress. After passage and signing into law of the authorization and appropriation acts,
several interrelated functions are performed by OMB, the U.S. Treasury, OUSD(C) and OASA(FM&C) to acquire the
Army’s financial resources and distribute them to the field for execution. Figure 10-3 graphically portrays this process
of getting resources to the Army.

a. Apportionment requests. Apportionment is a process for the administrative control of appropriations and funds. It
is also adistribution of a specified “amount of OA” in an appropriation/fund that is available for specified time periods
(for example, fiscal quarter), activities, projects or a combination thereof as approved by the OMB. The amounts so
apportioned limit the obligations that may be incurred by the Army. After Congress passes an appropriation act and the
President signs it into law, the OASA(FM& C) submits an apportionment of funds request through OUSD(C) to OMB.
OMB reviews the request, adjusts the amounts as may be necessary based on their analysis of prior Army spending
patterns, approves the request, and transmits the approved request back down through OUSD(C) to the OASA(FM&C).
Within OASA(FM&C), the HQDA Funds Control Officer loads the approved apportioned amounts into the Program-
Budget Accounting System (PBAS). PBAS is the official funds control management system of the DOD and is used
throughout the Army financial management community to control the fund distribution process. Figure 10-3. Fund
Distribution Process

b. Program documents. In addition to the approved apportionment mentioned above, OUSD(C) may issue further
restrictions on using the OA provided in the apportionment document by withholding amounts for specific programs.
These restrictions come to HQDA via an OA letter (for O&M, MILPERS, and AFHO appropriations), a DD Form 440
(for Procurement and RDTE appropriations), or a DD Form 460 (for the MILCON appropriations).

10-7. Treasury warrants

After the President signs the appropriations act(s), the U.S. Treasury issues appropriations warrants to establish “bank
accounts’ on the books of the U.S. Treasury for each appropriation. The Treasury Warrant is a financia controlling
mechanism and gives the Army the authority to disburse funds (“cut a check to pay for an obligation”) from those
accounts. Without this authority, the Army cannot make any payments citing the non-warranted appropriation.
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Congress
Passes an Appropriation Act
President signs into law

OMB US Treasury
Processes and Approves Issues Treasury Warrant
Apportionment Request

OSD / OUSD(C)
Subapportions
Program and Budget Obligation
Authority

HQDA/OASA(FM&C) * ) o
Funds Control Officer FAD--Funding Authorization

Loads into PBAS to issue FAD* Document
Allocates Budget & Program Authority

MACOMSs & Operating Agencies
Suballocate or Allot
to subordinate and
executing activities

Installation / Activities
Incur Obligations
for activities and operations

Payroll ‘ ‘Travel Orders‘ ‘ Contracts

Figure 10-3. Fund Distribution Process

Section Il
Allocate Resources To The Field

10-8. Fund distribution and control

“Pass funds through command channels and make the commander responsible for their control.” This is the basic tenet
by which the Army’s funding distribution system operates. In this case the use of the term “funds’ implies that the
authority to create obligations, for which the U.S. Government has to pay, has been granted. Distribution of funds is
any documented action that makes funds available for obligation. This distribution is made in a stated amount for
specific purposes and to a specific organization for a specific time period. The commander’s authority to incur
obligations is received on a funding document, which specifies the appropriation and budget program for which the
funds may be used, and identifies applicable statutory limitations. This process is used to facilitate control over funds
and the reporting of violations of laws (see below about Anti-deficiency Act (ADA) violations) and directives. Starting
in FY03 however, the mission commander is no longer responsible for BASOPS funding which will be centrally
controlled by the Installation Support Activity (a FOA of the OACSIM).

a. The distribution procedure. After obtaining OA from OMB and OUSD(C), HQDA directs major commands and
other subordinate operating agencies to execute their approved budgeted programs (see Figure 10-3). Using the PBAS,
the HQDA Funds Control Officer in the OASA(FM&C) alocates program and OA to MACOMs and operating
agencies based upon guidance from the appropriation sponsors. Major commands and operating agencies in turn sub-
dlocate or alot to the appropriate subordinate organization (for example, installation, major unit, PM, and so forth)
where the program will be actually executed by obligating for such things as payroll, travel orders, contracts, purchase
orders, and so forth Although this funds distribution system is a means of controlling obligations and fixing responsi-
bility, the policy is to minimize the formal distribution and to fund an operation at the highest practical level. As an
example, the MPA appropriation is held and controlled centrally at HQDA, whereas the Operations and Maintenance,
Army (OMA) appropriation is decentralized through the Magor Commands to the installations.

b. Funding Guidance. Along with program and BA moved out to Army activities through the PBAS, HQDA
normally issues additional specific spending guidance at the beginning of the FY. The appropriation sponsors for OMA
and the Army Family Housing (Operations) (AFHO), issue annua funding letters to MACOMSs with required or
specialized fiscal guidance that is to be used in the execution of the budget for the FY. MACOMs and Operating
agencies may also issue specific funding guidance to their subordinate commanders and activities for the execution of
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their programs and budgets. The Chief of the Army Reserve issues a funding guidance letter to subordinate Army
Reserve activities, for executing the Operations and Maintenance, Army Reserve (OMAR) appropriation and the
Reserve Personnel, Army (RPA) appropriation. Likewise, the Director of the Army National Guard issues a funding
guidance letter to subordinate Army Guard activities, principally the State adjutants general, for executing both the
Operations and Maintenance, Army Nationa Guard (OMARNG) appropriation and the Nationa Guard Personnel,
Army (NGPA) appropriation.

10-9. Fund Authorization Document (FAD)

Using the PBAS, the HQDA Funds Control Officer issues Funding Authorization Documents (FADs) to allocate OA
and program authority to MACOMs and operating agencies. The MACOMSs and operating agencies in turn use PBAS
to issue FADs to their subordinate activities (for example, installations) to alot OA and program authority. For the
procurement and RDTE appropriations, an approved program document accompanies the FAD to provide further
administrative limitations on the use of those funds.

10-10. Fund allowance system

Some MACOMSs and operating agencies have implemented a fund alowance system whereby the lowest formal
distribution of funds is at the MACOM/Operating Agency level with funding allowances being issued to subordinate
installation commanders or activity heads. The advantages of this system are that it allows more flexibility in fund
control and lessens the possibilities of reportable statutory violations. Commanders are still responsible for assuring the
execution of their mission remains within the provided fund allowance and violations of that guidance may warrant
administrative disciplinary action. Exceeding this funding allowance does not constitute a statutory violation but could
cause an over-obligation or over-expenditure of the MACOM alotment provided on the Funding Authorization
Document. Nevertheless, individuals responsible for exceeding their allowances will be named responsible for any
resultant ADA violations (see paragraph 10-17).

10-11. Delegation of funding authority

Commanders to whom funds are made available may delegate authority to establish and maintain such administrative
controls as may be necessary to comply with the provisions of Federal fiscal law and Department financia manage-
ment regulations. This may be done keeping these key points in mind—

» Delegation of authority must be in writing. (Verbal or telephonic authorizations will not be recognized except in
emergency circumstances- those jeopardizing health and/or safety of the command-and must be confirmed in writing
as soon as possible)).

 Authority may be delegated to a named individual or a position so long as the authority is vested in a readily
identifiable person at all times.

» Delegation of authority does not relieve commanders of their fiscal responsibilities under the law.

10-12. Special classified programs

Classified programs, which are sensitive "need to know," may be compartmentalized for security reasons. Specific
funding distribution procedures have been created to accommodate the unique security requirements of such programs.
Generally, the VCSA must approve the use of the procedures.

10-13. Secretary of the Army Representation Funds

Congress gives the SECARMY a specific level of authority to be utilized for emergency and extraordinary expenses
from within the OMA appropriation. These authorities are identified under limitations entitled with the limit codes
.0012, .0014, .0015, .0017, and .0019. They are described in AR 37-47, Representation Funds of the Secretary of the
Army. The utilization of these authorities are very closely monitored and fall under audit responsibilities of the Army
Audit Agency to ensure that funds used under these authorities are solely for the purposes intended and approved by
the SECARMY. The rules for using the authorities are very specific and exceptions to deviate should be obtained from
higher headquarters. A brief description of these authorities is provided below.

a. Limitation .0012 (Miscellaneous Expenses, Category A). For official representation expenses, as authorized by the
SECARMY, in connection with official functions at times of national holidays; dedication of facilities; visits of
distinguished guests, purchase of floral wreaths, decorations, and awards upon occasions of national holidays and
similar observances in foreign countries; and gifts and mementos by the authorized host, costing not more than $200
each, used in connection with official ceremonies or functions. Commanders of MACOMSs, their subordinate command-
ers, and installation commanders are authorized to present gifts or mementos in circumstances that they personally
document as being a necessary part of the event or occasion being observed.

b. Limitation .0014 (Miscellaneous Expenses, Category B). For miscellaneous expenses, other than for official
representation, which are not provided for in other appropriations. Examples of these expenses are awards for
emergency rescues, witness fees for the Armed Services Board of Contract Appeals, and settlement of meritorious
claims.
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c. Limitation .0015 (Criminal Investigation Activities, AR 195-4). For emergency and extraordinary expenses in
support of the worldwide expenses of the U.S. Army Criminal Investigation Command’s activities.

d. Limitation .0017 (Intelligence Contingency Funds, AR 381-141). For expenses related to worldwide intelligence
activities.

e. Limitation .0019 (Compartmented Special Operations, SECARMY Letter of Instruction (proponent ODCS, G-3)).
For emergency and extraordinary expenses related to worldwide-compartmented operations.

Section IV
Account For The Use Of The Resources

10-14. Legally using the resources to accomplish the mission

This section gives a brief overview of the controlling principles used in accounting for the use of fiscal resources. Title
31, United States Code, Section 1301(a) states that “ Appropriations shall be applied only to the objects for which the
appropriations were made except as otherwise provided by law.” Congress initially enacted this statutory control in
March, 1809. The act, generally referred to the as the “Purpose Statute,” was passed as a part of a reorganization of the
War, Navy and Treasury Departments to limit the discretion of the executive branch in spending appropriations. Thus it
becomes abundantly evident that the Congress, for close to two hundred years, has taken a keen interest in how the
Army spends the funds that have been appropriated to it. To preclude the misappropriation/misspending of funds, a
body of laws, regulations, court decisions and rules have evolved over many years to direct how fiscal resources will
be used to accomplish the Army’'s missions and tasks. Because Congress provides funds in specific amounts for
specific purposes through the enactment of public law, the expenditure of those funds must be within the boundaries
established by the law. The term “administrative control of funds,” as required by law is used to identify those actions,
events or systems that are required to ensure essentialy three things:

e Funds are used only for the purposes for which they were intended.
« Amounts of funds in excess of that available, are neither obligated, disbursed nor further distributed.
» The agency head is capable of fixing responsibility in the event of violations of either of the first two.

10-15. Availability of appropriations for obligations
Congress determines how long an appropriation or fund may be used, that is, new obligations may be made against the
specified appropriation or fund. Most appropriations used by the Army have a limited time period for which new
obligations can be made against them. (Note: In recent years Congress has made exceptions to the normal periods of
availability of appropriations such as making two year or “X” year O&M appropriations, three year RDTE appropria-
tions, and so forth, as well as continuing with the “normal” periods of availability.)

a. Annual appropriations. These appropriations, generally having a one-year period of availability, include:

« Operation and maintenance appropriations like OMA; OMA National Guard (OMARNG); OMA Reserve (OMAR);
and Army Family Housing, OMA (AFHO).
» Military personnel appropriations like MPA, NGPA and RPA.

b. Multi-year appropriations. These appropriations having a multi-year period of availability include—

The RDT&E,A appropriation is available for two years.

« Procurement appropriations (Aircraft Procurement, Army; Missile Procurement, Army; Procurement of Weapons and
Tracked Combat Vehicles (WTCV), Army; Procurement of Ammunition, Army; and Other Procurement, Army
(OPA)) are available for three years.

« MCA; MCA National Guard (MCARNG); MCA Reserve (MCAR); and Army Family Housing Construction (AFHC)

are available for five years.

c. “No-year” appropriations. These appropriations and funds have an unlimited period of availability. Examples
include the appropriation for Base Realignment and Closure, and the AWCF.

d. Expired appropriations. Once an appropriation’s period of availability is over for incurring new obligations, it is
considered “expired.” For five years after the period an appropriation expires for incurring new obligations, both
obligated and un-obligated balances of that appropriation shall be available for adjusting and liquidating (that is,
disbursing against a previously incurred obligation) obligations properly charged to the account. As an example, the FY
01 Operations and Maintenance, Army (OMA) appropriation has a period of availability of 1 October 2000 through 30
September 2001. The appropriation has a five year expiration period of 1 October 2001 through 30 September 2006.

e. Canceled appropriations. After the fifth year of expiration an appropriation is canceled on the books of the U.S.
Treasury. The appropriation is no longer available for any purpose, for example, accounting adjustments. Obligated and
un-obligated balances are canceled. Using the FY 01 OMA example above, it would cancel on 30 September 2006.
(Special note: If an obligation adjustment, such as a final settlement to a disputed contract, has to be made from what is

186



How the Army Runs

now a canceled appropriation, then the payment is made out of the activity’s current year appropriation subject to
several limitations such as total amounts of such transactions cannot exceed 1% of the current appropriation and cannot
exceed the un-liquidated balance of the initial, now cancelled, appropriations.)

10-16. Properly obligating the resources

An obligation is the action taken to establish a liability against the U.S. Government that will ultimately result in a
disbursement from the U.S. Treasury. There are several principles that must be followed in executing and accounting
for obligations. The foundations for these principles are contained in Title 31 of the United States Code. While only the
most important “obligating” principles are outlined here, the entire listing is provided in the DOD Financia Manage-
ment Regulation 7000.14-R or in DFAS-IN Regulation 371 (Finance and Accounting Policy Implementation).

a. Bona fide need of the current FY. A determination must be made that supplies or services required pursuant to
contracts entered into or orders placed obligating an annual appropriation are intended to fill a bona fide need of the
current FY. There are provisions when lead-time is an important factor to obligate funds in the current year for a
subsequent year delivery.

b. Intent of performance. Contracts entered into or placed for supplies or services are executed only if there is a
bona fide intent on the part of the contractor (or other performing activity) to commence work promptly or to perform
the contract in accordance with its terms and conditions (to include beginning date).

c. Assure availability. The responsible official must ensure that proper funds are available before binding the U.S.
Government in an agreement with a second party, which will result in an obligation for which the Government is
required to pay.

d. Documentary evidence. Each obligation recorded in the official record must be supported by proper documentary
evidence. These may be originals, duplicates, or copies of appropriate documents so long as signatures are visible. A
memorandum of telephone conversation or an electronically received written message may be used temporarily until
the actual document is received.

e. Charge immediately. Obligations, when incurred, must be charged immediately to the applicable account. The
recording of obligations incurred cannot be deferred until additional funds are received. The obligation must be
recorded even if there are insufficient funds to cover it, thereby incurring a statutory violation, which must then be
reported through command channels. Failure to record an obligation will not obviate a suspected violation of the ADA
Statute.

f. Prompt adjustment. Any adjustment to previously recorded obligations, either as an increase or decrease, must be
entered in the accounts as soon as the necessity for an adjustment is evident and the amount can be determined.

10-17. The Anti-deficiency Act (ADA)
Chapters 13 and 15 of United States Code Title 31 contain prohibitions with respect to the legal use of funds and
establish punitive provisions in the event there are violations. When the ADA was codified into the United States Code,
its provisions were incorporated into a number of sections of Title 31. The sections that are most frequently cited are
sections 1341, 1342, and 1517.

a. How Anti-deficiency Act violations occur. Generaly, ADA violations may occur when:

» Funding authority is issued in excess of the amount available and the excess amount is obligated or expended.

» There are violations of the special and recurring statutory limitations or restrictions on the amounts for which an
appropriation or fund may be used.

» There are violations of statutory or regulatory limitations on the purposes for which an appropriation or fund may be
used.

» Obligations are authorized or incurred in advance of funds being available.

 Obligations or expenditures of funds do not provide for a bona fide need of the period of availability of the fund or
account and corrective funding is not available.

b. Administrative and criminal penalties for ADA violations. The person who caused the violation may be subject to
discipline, to include suspension without pay or removal from office (31 USC 1349 and 1518). The Army’s implemen-
tation procedures of these statutes are contained in DFASHN Regulation 37-1(Finance and Accounting Policy
Implementation)