U.S. DEPARTMENT OF TRANSPORTATION ORDER
FEDERAL AVIATION ADMINISTRATION 2500.42D

National Policy

Effective Date:
10/01/06

SUBJ: Administrative Funds Control

1. Purpose: This order establishes policy and prescribes a system to restrict obligations and
expenditures to the amount available in each appropriation or fund account. It enables the
Administrator to determine who is responsible for any obligation or expenditure over the amount
available in any fund or account. The order provides procedures for dealing with violations of
the Anti-deficiency Act as well as violations of other administrative subdivision of funds.

This order implements the Department of Transportation (DOT) Financial Management Policies
Manual, Section 3: Administrative Control of Funds, dated May 2004. It complies with the
requirements of the Office of management and Budget (OMB) Circular No. A-11, “Preparation,
Submission, and Execution of a Budget.”

2. Cancellation: FAA Order 2500.42C, Administrative Control of Funds, dated June 1, 1993, is
cancelled as of the effective date of this order.

3. Distribution: This order is distributed to the division level in Washington headquarters, regions,
and centers.

4. Explanation of Changes:

a. References to OMB Circular No. A-34, “Instructions on Budget Execution,” have been
updated to refer to OMB Circular No. A-11, Part 4, as this circular superseded OMB Circular No.
A-34.

b. Information regarding the “M” Accounts has been removed.

c. Existing items were revised and new Budget Terms added in accordance with OMB Circular
No. A-11, Part 4, as this circular superseded OMB Circular No. A-34.

d. The Office of Accounting (AAA) has been changed to the Office of Financial Management
(AFM).

5. Authority:
a. Title 31, United States Code (Money and Finance):

(1) Sections 1341-1342, 1349-1351, 1511-1519 (part of the Anti-deficiency Act, as
amended).
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(2) Sections 1101, 1104-1108, 3324 (part of the Budget and Accounting Act, 1921, as
amended).

(3) Sections 1501-1502 (part of section 1311 of the Supplemental Appropriations Act of
1950).

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

b. Title X of Public Law 93-344 (2 U.S.C. 681-688).
c. P.L. 104-205, the Franchise Fund authorizing legislation.

d. Part 4 of OMB Circular No. A-11, “Instructions on Budget Execution,” and related OMB
guidelines.

6. Offices Affected By This Order: All FAA organizations, appropriations, and funds are subject to
the provisions of this order.

7. Roles and Responsibilities:
a. Administrator: The FAA Administrator, acting directly or through the Chief Financial Officer:

(1) Establishes fiscal resource priorities and an environment for effective, efficient, and
responsible financial management.

(2) Resolves issues regarding requests for resources and distribution of resources by
determining funding priorities. For example, designates which LOB or staff offices should pay for a
service.

(3) Resolves issues elevated to the Administrator regarding requests for and distributions of
resources and ensures agency-wide equity and balance.

(4) Reports to The Secretary, through the DOT Assistant Secretary for Budget and
Programs/Chief Financial Officer that a violation of the Anti-deficiency Act has occurred immediately
after it has been identified.

(5) Works with The Secretary to submit notification of violations to the Director of OMB, the
President, the Speaker of the House of Representatives, and President of the Senate.

(6) Collaborates with The Secretary to respond to OMB’s requests for audit and investigations
and Government Accountability Office (GAO) reports regarding possible violations.

b. Deputy Administrator: The FAA Administrator designates the Deputy Administrator as the
allotted for each of the FAA’s appropriations. The Deputy Administrator:

(1) Oversees FAA's day-to-day operations, capital programs, and modernization efforts.
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(2) Designates all allotment holders.

(3) Determines administrative penalties for Anti-deficiency Act violations by allotment
holders.

(4) Coordinates with the Assistant Administrator for Financial Services/Chief Financial
Officer to research and verify possible violations.

¢. Assistant Administrator for Financial Services/Chief Financial Officer (CFO): The Assistant
Administrator for Financial Services/CFO;

(1) Oversees the FAA’s budget.

(2) Oversees developing and applying agency-wide cost accounting and financial
management systems.

(3) Establishes and maintains a system of funds control in accordance with the criteria and
policies contained in this order.

(4) Develops and prescribes accounting systems that will provide for prompt and accurate
recording in the official accounts of all financial transactions having an effect on apportionments and
other subdivisions of funds.

(5) Works with the Administrator in preparing and issuing any communications on possible
violations.

(6) Communicates and coordinates with OST counterparts on funds control issues.

d. FAA General Counsel: The FAA General Counsel:

(1) Assists in interpreting the laws governing the expenditure of public funds in order to
ensure efficient, effective, and economical operations of the FAA.

(2) Reviews all reports of possible agency violations and documents the type of violation
(e.g., over-obligation of an appropriation, apportionment, or an allotment) and primary reason or
cause.

(3) Supports the Assistant Administrator for Financial Services/CFO, AFM, and ABU in
disputing OMB’s and GAO’s reports of violations of the Anti-deficiency Act and reports to the
President and to the Congress to explain the FAA’s position.

(4) Responds to questions pertaining to legality within the context of appropriations law with
respect to amount, time, and purpose of obligations.

e. Office of Budget (ABU): This office is defined as the Washington Headquarters Budget Office
under the Assistant Administrator for Financial Services/ Chief Financial Officer (CFO):
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(1) Prepares apportionment and reapportionment requests to submit to OMB through the OST
Office of Budget and Program Performance. Upon receiving the approved requests, allots funds to the
allotment holders.

(2) Issues Budgetary Authorizations and Project Authorizations to allotment holders to ensure
authorizations are recorded in the Departmental Financial Management System.

(3) Prescribes the process for adjustments to allotments.

(4) Monitors total obligations against the apportionments and allotments, and notifies AFM
and ABU management of any possible violations.

(5) Determines whether or not there has been an over-obligation and whether it is an Anti-
deficiency Act violation upon receiving notification of a potential over-obligation from the Line of
Business (LOBs), Staff Offices (SOs), AFM, OST, OMB, or GAO.

f. Office of Financial Management (AFM): This office is defined as the Washington
Headquarters Financial Management Office under the Assistant Administrator for Financial
Services/Chief Financial Officer (CFO).

(1) Provides the allotment holders and ABU with access to timely and accurate reports.

(2) Monitors the recording of total obligations in the financial management system against the
apportionments and allotments and notifies ABU whenever it appears that the obligational authority
contained in any of the budgetary authorizations has been exceeded.

(3) Coordinates with ABU and the Chief Counsel to immediately notify the Assistant
Administrator for Financial Services/CFO of an Anti-deficiency Act violation.

(4) Prepares the monthly “Report on Budget Execution and Budgetary Resources” (SF-133)
for all FAA accounts and reports this information to Treasury using the FACTS II system on a
quarterly basis.

g. Headquarters Lines of Business (LOBs) and Staff Offices (SOs):

(1) Reports through their line of business or staff office any potential or actual Anti-deficiency
Act violations and any actual violations to ABU in a timely fashion.

(2) Monitors total obligations against their allotments.

(3) Provides ABU with the status of their funds in a timely fashion.

(4) Establishes Standard Operating Procedures for their Regional and Center Budget Offices
and ensures that they comply with the Assistant Administrator for Financial Services/CFO’s Standard

Operating Procedures.

(5) Monitors obligations and collections for their account, fund, allotment, and any further
administrative subdivision of funds.
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(6) Works with AFM to correct any errors in the financial management systems.

h. Regional and Center Budget Offices:

(1) Complies with the Standard Operating Procedures as established by ABU, the LOBs, and
SOs.

(2) Reports any potential Anti-deficiency Act violations to ABU in a timely fashion.

(3) Requests reapportionments through ABU for changes to anticipated collections and
transfers, as necessary.

8. Actions Prohibited:

If you are an FAA employee, you may not:

a. Make or authorize an expenditure from, or create or authorize an obligation against, any
appropriation or fund greater than the amount available in the account.

b. Involve the Government in a contract or other obligation to pay money before there is an
appropriation for that purpose, unless law authorizes a contract or obligation. If authorized by law, but
not financed by an appropriation, the budget authority to cover the transaction is known as contract
authority (e.g., Airport Improvement Program). If the contract authority anticipates receipts, then
obligations against the contract authority cannot be liquidated unless either the receipts are collected
and credited to the account or an appropriation has been enacted. 31 U.S.C. 1341(a).

c. Accept voluntary service for the United States or employed personal services greater than that
authorized by law, except in cases of (1) an emergency involving the safety of human life or the
protection of property; (2) using student volunteers under agreement between the Department and the
school, as provided by OMB regulations; or (3) as permitted specifically by law (31 U.S.C. 1342).
One such law is found at 49 U.S.C. 106(1)(5), but only if the voluntary services will not displace
Federal employees on a full-time, part-time, or seasonal basis. FAA may also accept volunteer
services under other provisions of law when certain conditions are met.

d. Authorize or create an obligation or make expenditures greater than an apportionment or
reapportionment. This includes adjustments that cause obligations in expired accounts to exceed the
apportionment for the year in which the obligations were incurred. 31 U.S.C. 1517(a).

e. Authorize or create an obligation or make expenditures greater than the amount permitted by the
prescribed and approved agency fund control system. 31 U.S.C. 1517(a).

f. Create or authorize a new obligation against an expired account or make a disbursement or
obligational adjustment from closed accounts. Unobligated balances of expired budget authority
remain available for 5 years to cover legitimate obligation adjustments or for obligations properly
incurred during the budget authority’s period of availability that the agency failed to record. The
period of availability ends on September 30™ of the fifth fiscal year after the account expired. All
obligated and unobligated balances must be canceled and the expired account must be closed for
obligation; however, after an account is canceled, you may pay any legitimate obligations or
adjustments chargeable to the canceled account from another unexpired appropriation (meaning a
current appropriation of the same type) available for the same purpose as the canceled account. For
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example, contract claims settled at the contracting officer level are chargeable to appropriations
current at the time the basic contract was executed if the claims are made pursuant to a provision in the
original contract. If the applicable appropriation account for an earlier year has been canceled under
31 U.S.C. 1552(a), charge the portion chargeable to that year to current appropriations, subject to the
one-percent limit of 31 U.S.C. 1553(b).

g. Deliberately charge the wrong Treasury account with the expectation of rectifying the
situation by a subsequent transfer. This action would violate 31 U.S.C. 1301(a) — the transferred
Sfunds would be used for a purpose other than that for which they were originally appropriated.

9. Penalties:

As a federal employee, if you violate provisions of 31 U.S.C. 1341(a), 1342, or 1517(a), the Anti-
deficiency Act, you may be subject to administrative discipline. Administrative discipline may consist
of a:

a. Written inquiry of violation;

b. Letter of reprimand or censure for the official personnel record of the officer or employee;
c. Unsatisfactory performance rating;

d. Transfer to another position;

e. Suspension from duty without pay; or

f. Removal from office.

In addition, anyone who knowingly and willfully violate these prohibitions, you will be fined not
more than $5,000, imprisoned for not more than two years, or both (31 U.S.C. par 1350, 1519).

10. Reporting Violations:

The individuals identified under Section 6. “Roles and Responsibilities” are accountable for
reporting a possible Anti-deficiency Act violation. When you discover a possible violation, you
must inform ABU, AFM, the FAA General Counsel, and the allotment holder. No further
obligations or expenditures may be made at the funds control level that appears to have been
violated. (That direction may be rescinded if further inquiry demonstrates that the control level
had not, in fact, been violated.) Each obligation or expenditure transaction that exceeds the
amount available must be examined to determine why the excess occurred and to identify the
person or persons who were responsible. Actions that subsequently relieve the violation
condition do not negate the fact that a violation occurred, which must be reported. The amount
of the violation is not a factor in determining whether a report must be submitted. You must
report all violations when you discover them.

The Director of AFM, with the Director of ABU and FAA General Counsel, must report each
violation to the Administrator and the Deputy Administrator through the Assistant Administrator
for Financial Services/CFO. Notification must also be made to the organization with the
potential violation.
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The Administrator must report the violation to the Secretary of Transportation through the DOT
Assistant Secretary for Budget and Programs/CFO, who will submit it to the President through
the Director of OMB, and to Congress.

a. Report to the President: If it is determined that a violation has occurred, external reports
are required. One report must be in the form of a signed letter with three copies (plus the number
of copies desired for internal use) to the President. The Office of Budget, FAA General Counsel,
and the violating LOB/SO will prepare the report. The Assistant Administrator for Financial
Services/CFO and the Administrator will provide the report to the Secretary of Transportation
through the DOT Assistant Secretary for Budget and Programs/CFO for signature. The Secretary
of Transportation will forward a copy of the signed report to the President through the Director
of OMB. At a minimum, one copy will also be sent to the Department’s Office of Inspector
General.

The opening sentence of the letter should be, "This letter is to report a violation of the Anti-
deficiency Act, required by 31 U.S.C. 1341(a), 1342, and 1517(a)." The letter will set forth the
following data, preferably in the sequence indicated:

1) The title and Treasury symbol (including the fiscal year) of the appropriation or fund
account, the amount involved for each violation, and the date on which the violation occurred.

2) The name and position of the officer or employee responsible for the violation.

3) All the pertinent facts of the violation, including the type of violation, (e.g., over-obligation
of an allotment or apportionment of an appropriation, etc.), the primary reason or cause, and any
statement from the responsible officer or employee with respect to any circumstances that he or she
believes to be extenuating, and any germane report by the Department's Inspector General and/or the
General Counsel.

4) A statement of administrative discipline imposed by the Deputy Administrator or the
Administrator, and any further steps taken with respect to the officer or employee, or an explanation as
to why no disciplinary action is considered necessary.

5) In the case where an officer or employee is suspected of willfully and knowingly violating
the Anti-deficiency Act, confirm that all information has been submitted to the Department of Justice
for determination of whether further action is needed.

6) A statement regarding the adequacy of the system of administrative control prescribed by
the Administrator and approved by OMB, if such approval has been given. If the head of the agency
determines a need for changes in the regulations, such proposals will be submitted as provided in
section 150.70f OMB Circular No. A-11.

7) A statement of any additional action taken by, or at the direction of, the violating party,
Administrator, Deputy Administrator, and Assistant Administrator for Financial Services/CFO,
including any new safeguards provided to prevent recurrence of the same type of violation.

8) If another agency is concerned, a statement concerning the steps taken to coordinate the
report with the other agency.

9) Identical reports will be submitted to the presiding officer of each House of Congress.
If identical to the report to the President, so state.
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b. Report to Congress: The second report will be made to Congress as required by law.
The Office of Budget, the FAA General Counsel, and the violating LOB or SO will prepare this
report, using the same format as submitted to the President. The Assistant Administrator for
Financial Services/CFO and the Administrator will provide the report to the Secretary of
Transportation through the DOT Assistant Secretary for Budget and Programs/CFO for
signature. The Secretary of Transportation will forward a copy of the signed report to the
President of the Senate and the Speaker of the House of Representatives. A copy of the signed
report to the President will be included with the report made to Congress. If the letters to
Congress are identical to the letter to the President, a statement to this effect will be included in
the letter to the President. If they are not identical, a copy of the letter to Congress will be
submitted to the President.

c. GAO Reported Violations: Reports will also be made on violations not previously
reported that are included in findings of the GAO in connection with audits and investigations.
In these cases, the report to the President will indicate whether the FAA agrees that a violation
has occurred, and if so, it will contain an explanation as to why the violation was not discovered
and previously reported. If the FAA does not agree that a violation has occurred, the report to
the President and the Congress will explain the FAA’s position.

d. OMB Suspected Violation: If OMB determines that a violation of the Anti-deficiency
Act may have occurred, OMB may request that an investigation or audit be undertaken or
conducted by the FAA. In such cases, a report describing the results of the investigation or audit
will be submitted to OMB through the Secretary of Transportation. If the report indicates that no
violation of the Anti-deficiency Act has occurred, the Secretary of Transportation will so inform
OMB and forward a copy of the report to OMB. If the report indicates that a violation of the
Anti-deficiency Act has occurred, the Secretary of Transportation will report it to the President
and the Congress as outlined above in the “Report to the President” section of this order. If the
FAA does not agree that a violation has occurred, the report to the President and the Congress
will explain the FAA’s position.

e. Financial Statement Disclosure: Any violations of appropriations or other fund
limitations must be disclosed in the notes to the financial statements. Any major restrictions or
limitations on the use of funds (such as limitations on amounts that can be spent for certain types
of expenditures, e.g., travel) contained in the appropriation acts must also be disclosed, as well as
any violations of such restrictions.

11. Accounting Support for Fund Control Systems: The Assistant Administrator for Financial
Services/CFO oversees the development and agency-wide application of the financial management
system. AFM ensures that the financial management system fully supports FAA fund control
systems. The system:

a. Records all financial transactions affecting apportionments, reapportionments, allotments,
administrative subdivision of funds, FAA restrictions, financial plans, program operating plans,
obligations and expenditures, as well as anticipated, earned, and collected reimbursements.

b. Prepares and reconciles financial reports that display cumulative obligations, and the
remaining unobligated balances by appropriation and allotment, and cumulative obligations by budget
activity and object class.



10/01/06 2500.42D

c. Ensures the fund control systems have a hard stop capability to prevent the recording of
obligations when resources are not available, but does not stop the actual action of incurring an
obligation. The implementation of a fully integrated financial management system (e.g., PRISM,
Govtrip, etc.) enhances the hard stop process by providing an automated checking of funds availability
prior to the completion of most obligation action.

12. Apportionment Procedures:

a. General Apportionments/Reapportionments:

1) OMB must apportion funds prior to the obligation of funds, except when operating under a
continuing resolution. The Apportionment and Reapportionment schedules (SF-132s) show by
quarter and by fiscal year new budget authority and unobligated balances carried over from the
previous year resulting in the amount of funds expected to be obligated during the fiscal year.

2) All general fund appropriations, special, and trust fund accounts, and public enterprise fund
accounts that have amounts available for obligation must be apportioned unless specifically exempted
by OMB. Amounts to be apportioned must include amounts to be reimbursed to the appropriation or
fund. Apportionment of funds may be exempt by OMB, by general regulation, and by specific
administrative action.

3) Separate apportionments are required in cases when an appropriation combines one-year
and multiple-year funds, and when Treasury establishes separate accounts for each fund. New
apportionment action is required for budgetary resources available beyond the end of the fiscal year.

4) Apportionment documents are prepared by ABU, signed by the Budget Director and OST
Director of Budget, and approved by OMB.

5) ABU prepares apportionment and reapportionment requests, using the Standard Form 132
(SF-132), “Apportionment and Reapportionment Schedule,” for submission to OMB through the
DOT’s Director of Budget.

6) When the OST Office of Budget and Program Performance receives approved
apportionments and reapportionment requests from OMB, they will forward the originals to ABU.

7) ABU will distribute copies of the apportionments and reapportionment requests to AFM.
ABU will enter them into the financial management systems at the lowest level of apportionment.
Also, ABU will distribute the formal budget and project authorization documents to the allotment
holders.

8) ABU will monitor the accounts based on reports provided by AFM, such as the SF-133s.
If adjustments are required, the LOBs and SOs will contact ABU for reapportionments.

9) For guaranteed loan programs, the loan level will be apportioned based upon new loan
commitments supportable by the subsidy budget or, in the case of a negative subsidy, the amount
authorized by the Appropriations Act.



2500.42D 10/01/06

b. Circumstances that Require Reapportionments

1) Supplementals: A supplemental is an appropriation request that is transmitted after
completion of action of an annual appropriations bill by the Appropriations Committees of both
Houses. They may be transmitted prior to, with, or subsequent to transmittal of the succeeding annual
budget document. Supplementals can be used to request additional funding not previously anticipated
or changes in appropriations language that do not affect amounts previously appropriated. These
requests to OMB must be accompanied by a justification for a deficiency apportionment. The
justification should include why additional funds are required, proposed language provisions, and
pertinent data concerning the effect on Federal civilian employment. Apportionments that anticipate
the need for a deficiency or supplemental appropriation under 31 U.S.C. 1515 will be specifically
identified on the apportionment request (SF-132) as discussed in OMB Circular No. A-11, Section
35.1.

2) Rescissions: A rescission is enacted legislation that cancels budget authority previously
provided by the Congress before its authorized time for obligation has expired. When the President
determines that all or part of approved budget authority is not required to carry out the objective or
scope of the program, and when all or part of a budget authority is to be reserved for the entire fiscal
year, he may send a message to Congress proposing that Congress rescind an appropriation and return
the funds to the Treasury. 2 U.S.C. 683(a). An apportionment request reflecting the reduction of
budgetary authority must be sent to OMB for approval within 10 days of the enacted legislation. If
Congress does not complete action on the Presidential proposals within 45 calendar days of
continuous session, any funds covered by the proposed rescission must be made available for
obligation. Congress may also propose rescission of approved budget authority.

3) Reprogramming: Recognizing the fact of life changes that occur during budget execution,
Congress affords the agency the ability to reprogram funds within appropriations under certain
conditions. Appropriated amounts for agency program, project, or activities (PPA) establish the
reprogramming base against which reprogramming flexibility is calculated. Reprogramming
flexibility varies by appropriation and is based on either a fixed dollar limit or a percentage of the
PPA’s appropriated amount. ABU will work with the OST Office of Budget and Program
Performance when a need for reprogramming arises.

DOT policy specifies that affected entities notify the Assistant Secretary for Budget and
Programs/CFO of all reprogramming proposals. A reprogramming request submitted to Congress
must not be implemented until written approval is received from both the House and Senate
Appropriations Subcommittees. This policy applies to DOT Operating Administrations, which should
follow the FY 2004 Consolidated Appropriations Act.'

A formal letter of request will be submitted to the OST Office of Budget and Program Performance
who will in turn, submit it to OMB. ABU will send a copy to LOBs and Staff Offices.
Reprogramming action of any size must be reported if they deviate from high-priority Appropriations
Committee interests and requirements, as reflected in report language and PPA baseline reports
submitted after final enactment of appropriations bills.

1 . - .

See Conference Report 108-401, Consolidated Appropriations Act, 2004; Senate Report 108-146, Transportation, Treasury and
General Government Appropriations Bill, 2004, House Report 108-243, Department of Transportation and Treasury and
Independent Agencies Appropriations Bill, 2004.
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c. Thresholds for Reporting to Congress: Appropriations Committees must be notified 15 days
in advance of any proposal to reprogram funds. Reprogramming action of any size must be reported
if they deviate from high-priority Appropriations Committee interest and requirement, as reflected in
report language and program, project, or activity (PPA) baseline reports submitted after final
enactment of appropriations bills. In addition, a reprogramming action is required when funds are to
be shifted that would:

(a) Create a new program.
(b) Eliminate a program, project, or activity.
(¢) Increase funds that have been denied or restricted by the Congress.

(d) Result in funds directed for a specific activity by either the House or Senate Committees
on Appropriations to be used for a different purpose.

(e) A transfer that may increase or decrease any a specific percentage and/or dollar amount
as described in the enacted appropriation act for each fiscal year. Transfer funding that may increase
the budget activity for a specific percentage or dollar amount of a program(s) as described in the
enacted appropriation act for each fiscal year.

Justified Purposes:

(a) One time, nonrecurring needs that by its nature could not reasonably have been planned
for or handled in the regular budget process.

(b) Items of exceptionally high priority to the agency, or responses to external events, such
as implementing new statutes or other changes in workload requirements.

Not Justified:

(a) Items specifically denied by Congress in the appropriations process.

(b) Extensive “fine tuning” of estimates made during budget formulation.
Offset Requirements: Funds to be reprogrammed (offsets) should be from PPAs in which permanent
savings are expected (e.g., actual contracts below budgeted levels, recoveries, or deobligations), and
from within the same appropriations account.

(a) If above offsets cannot be identified, other sources may be proposed.

(b) Offsets should not come from contract delays or from changes in scope or scheduling of
a multi-year project, unless the funds are no longer needed.

(c) Offsets must cover the total appropriations and obligation limitation increase involved in
the reprogramming.

(d) Unless specifically provided in law, offsets cannot consist of reimbursable funds or any
other sources outside the account.

11
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(e) In no instance will F&E project funds be reprogrammed to Personnel Compensation
Benefits & Travel, or vice versa.

Establishment of PPA Baselines:

(a) Establish a base level for each PPA at the beginning of each fiscal year from committee
reports, conference reports, and appropriations acts.

(b) PPAs change from year to year depending on committee reports. The base levels should
reflect enacted levels.

(c) Agreement on the PPA base is important to ensure a common understanding of the base
for future reprogramming action.

Notification Procedures:

(2) ABU submits PPAs to the OST Office of Budget and Program Performance within three
weeks of enactment of an appropriations act or as otherwise instructed.

(b) The Assistant Secretary for Budget and Programs/Chief Financial Officer submits the
PPAs to OMB and to the Appropriations Committees.

(c¢) Proposed reprogramming actions that require Congressional notification must be
described in a memorandum to the Assistant Secretary for Budget and Program/Chief Financial
Officer at least seven weeks prior to proposed implementation. The seven-week schedule presumes
that OST/OMB will clear the reprogramming request in three weeks. It allows four weeks for
Congressional review.

(d) If funds must be reprogrammed more quickly, e.g., respond to emergencies, an expedited
schedule should be discussed with OST Office of Budget and Program Performance.

4) Transfers: A transfer is the reduction of budgetary resources in one account and increase in
another by the same amount. A transfer can also be from one Federal agency to another. Depending
on the circumstances, the budget may be an expenditure or nonexpenditure transfer.

(a) Authority: You cannot make a transfer unless a law authorizes it. The law may
specify a particular transfer or provide general transfer authority within specified limits.

(b) Expenditure transfer or nonexpenditure transfer: A transfer is recorded as either an
expenditure transfer (involves an outlay) or a nonexpenditure transfer (does not involve an outlay).
The purpose of the transfer determines whether it is an expenditure or nonexpenditure transfer.

13. Policy on Allotments: The development and maintenance of a system for fund control must
include the formal allotment of funds as a means for establishing, within appropriation limitations
established by the Congress and funds apportioned by OMB, the amounts available for obligation and
outlay. The allotment system must be established and maintained in such a manner as to assure
compliance with all limitations, including those of the Anti-deficiency Act, as amended.

12
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a. Allotment Procedures: ABU establishes FAA allotments based on provisions set by
appropriation language.

1) ABU formalizes allotments by entering them in the financial management systems and by
issuing Budgetary and Project Authorization documents to the allotment holders. The allotment
holders and the amount of the allotments will be clearly identified in these documents.

2) Once the allotment is issued to the allotment holders, they are authorized to establish a
further subdivision of the allotted funds. The further subdivision of the allotted funds by the LOBs or
SOs are sub-allotments and must adhere to the following:

3) In preparing their sub-allotments, the LOBs and SOs must ensure that the sub-allotments
are within the scope of the appropriation time limitation. (i.e., an Operations allotment is restricted to
one year).

b. In some cases, changes in allotments will create the need for reapportionments. After the
LOBs and SOs justify the changes, the Office of Budget will process the reapportionments for OST
and OMB approval.

c. Restrictions:

1) The sum of allotment amounts issued will not exceed the apportionment.

2) The total of the subdivision of allotted funds will not exceed the allotment.

3) Congressional restrictions contained in appropriation acts will be enforced.

14. Treatment of Anticipated Budgetary Resources Already Enacted into Law:

Apportionments may include estimated amounts of “anticipated” budgetary resources that are the
result of laws already enacted. This is done to reduce routine reapportionments of such amounts as
they actually become available. These are presented on the SF-132 and SF-133 on the following

lines:

a. Line 4B, anticipated increases (+) in budget authority (including anticipated transfers of new
budget authority) into the account and anticipated decreases (-) from the account;

b. Line 4D, anticipated transfers of balances of budget authority into the account (+) and out of
the account (-);

c. Line 3D3, anticipated for rest of year without an advance and anticipated refunds (+);
d. Line 3D5b, change in receivables from trust fund (+);
e. Line 2B, anticipated recoveries of prior year obligations (+); and

f. Line 6F, anticipated for rest of year (-).
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ABU may choose not to allot amounts anticipated to increase the total budgetary resources before the
increase actually occurs. If he or she chooses this alternative, then the fund control regulations must
require that all officials or employees who receive allotments of anticipated increases in budgetary
resources should maintain constant and careful oversight to insure that these amounts materialize
before they incur obligations or expenditures against this type of allotment. The regulations must also
require that if actual amounts are less than anticipated, FAA will make appropriate funding
adjustments and take other appropriate actions including requesting a reapportionment.

The anticipated decreases (-) under current law do not become part of the amount of total budgetary
resources available to be apportioned. Since the OMB apportionment will not include these amounts,
these amounts must not be allotted.

15. Deficiency Apportionments:

Apportionments that anticipate the need for a deficiency appropriation or a supplemental under
31 U.S.C. 1515, will be specifically identified on the apportionment request.

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

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

3) Specific authorization by law.

b. When OMB approves a deficiency apportionment and transmits it to Congress, OMB is
merely notifying the Congress that funds appropriated to date are being obligated at a more rapid rate
than previously anticipated. This notification does not guarantee that the Congress will approve any
part of any associated supplemental requests and does not authorize the use of any amounts not yet
provided.

16. Certification of Funds Availability:

Funds are considered committed after they are certified as available by an appropriate funds certifying
official (FCO). Certification of funds availability is a formal acknowledgement, using an appropriate
funding document, that sufficient funding is available in the current LOB and SO allotment to enter
into obligations. In addition, the FCO must ensure that the purpose is proper, the amount is available,
and the funding is established as reserved and obligated in the proper timeframe. Each LOB and SO
is responsible for designating an FCO and implementing a certification of funds availability process
within their organization.

17. Legal Authority to Enter into Obligations:
Pursuant to the Federal Aviation Administration Reauthorization Act of 1996, Public Law 104-264,
the Administrator is the final authority for carrying out all functions, powers, and duties of the

Administration relating to the acquisition and maintenance of property and equipment of the
Administration. The FAA Administrator may establish contracting activities and delegate to the FAA
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Acquisition Executive (FAE) broad authority to manage FAA contracting functions. The Acquisition
Executive is authorized to appoint a Chief of the Contracting Office (COCO) and redelegate the
contracting authority to the COCO. The COCO may redelegate the contracting authority to
individuals within their management area such as procurement and real property contracting officers,
logistics management specialists, and managers of the purchase card program. All individuals who are
delegated contracting authority must have met the training requirements of the AMS and have
demonstrated the appropriate knowledge and experience needed to execute this authority on behalf of
the Government. Except for the purchase card program manager, these individuals may not
redelegate their contracting authority. Refer to the FAA Acquisition Management System (AMS), the
Federal Aviation Administration Travel Policy (FAATP), and FAA Order 2500.35C (Reimbursable
Agreements) for further information on obligational authority.

18. Related Directives:

e OMB Circular No. A-11, “Preparation, Submission, and Execution of a Budget.”

DOT’s Financial Management Policies Manual, Section 3: Administrative Control of Funds.
GAO “Principles of Federal Appropriations Law.”

Reimbursable Order (Work in Progress).

ABA Standard Operating Procedures for Budget Execution.

19. Glossary of Terms:

Administrative Division or Subdivision of Funds: Any apportionment or other distribution of an
appropriation or fund made pursuant to the Anti-deficiency Act (31 U.S.C. §§ 1511-1519).

Allotment: An Authorization by either the agency head or another authorized employee to
his/her subordinates to incur obligations within a specified amount. Each agency makes allotments
pursuant to specific procedures it establishes within the general apportionment requirements stated in
OMB Circular No. A-11.

Apportionment: The action by which the Office of Management and Budget (OMB) distributes
amounts available for obligation, including budgetary reserves established pursuant to law, in an
appropriation or fund account.

Reapportionment: A revision of a previous apportionment of budgetary resources for an
appropriation or fund account. Agencies usually submit requests for reapportionment to OMB as
soon as a change becomes necessary due to changes in amounts available, program requirements, or
cost factors.

Allotment Holder: Each individual receiving an allotment of funds is responsible for restricting
obligations and/or outlays to the amounts available per allotment.

Appropriation: Budget authority to incur obligations and to make payments from the Treasury for
specified purposes. An appropriation act is the most common means of providing appropriations;
however, authorizing and other legislation itself may provide appropriations. Appropriations shall be
applied only to the purpose (Lines Of Business/Project) for which they were authorized unless
otherwise provided by law.
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Multiple-Year Authority: Budget authority available for a fixed period of time in excess of 1
fiscal year. This authority generally takes the form of 2-year, 3-year, and so forth, availability but may
cover periods that do not coincide with the start or end of a fiscal year. For example, the authority
may be available from July 1 of one fiscal year through September 30 of the following fiscal year, a
period of 15 months. This latter type of multiple-year authority is sometimes referred to as “forward
funding.”

No-Year Authority: Budget authority that remains available for obligation for an indefinite
period of time. A no-year appropriation is usually identified by language such as “to remain available
until expended.”

One-Year Authority: Budget authority available for obligation only during a specific fiscal year
that expires at the end of that fiscal year. It is also known as “fiscal year” or “annual” budget
authority.

Borrowing Authority: Authority granted to a Federal entity to borrow (e.g., through the issuance of
promissory notes for monetary credits) and to obligate and expend the borrowed funds

Breach: An amount by which new budget authority or outlays within a category of discretionary
appropriations for a fiscal year is above the cap on new budget authority or outlays for that category
for that year.

Budget Amendment: A revision to a pending budget request that the President submits to Congress
before Congress completes appropriations action.

Budget Authority (BA): The authority provided by law to enter into financial obligations that will
result in immediate or future outlays involving federal government funds.

Definite: Budget authority that is stated as specified sum at the time the authority is enacted.
This type of authority, whether in an appropriation act or other law, includes authority stated as “not
to be exceeded” a specified amount.

Indefinite: Budget authority that, at time of enactment, is for a unspecified amount. Indefinite
budget authority may be appropriated as all or part of the amount of proceeds from the sale of
financial assets, the amount necessary to cover obligations associated with payments, the receipts from
specified sources—the exact amount of which is determinable only at some future date—or it may be
appropriated as “such sums as may be necessary” for a given purpose.

Commitment: An administrative reservation of allotted funds or of other funds, in anticipation of their
obligation.

Continuing Resolution (CR): An appropriation act that provides budget authority for federal agencies,
specific activities, or both to continue in operation when Congress and the President have not
completed action on the regular appropriation acts by the beginning of the fiscal year. Enacted in the
form of a joint resolution, a continuing resolution is passed by both houses of Congress and signed
into law by the President
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Contract or Grant Authority: Statutory authorization to enter into contracts or grant obligations in
advance of availability of appropriations. It requires a subsequent appropriation to liquidate the
obligations incurred. (Funds available for obligation, but not for expenditure.)

Direct Obligational Authority: An amount available to the agency for obligation that consists of all
new budget authority plus the unexpired, unobligated balances brought forward from previous years.

Financial Plans: A document that identifies how an organizational unit plans to obligate available
funds for specified programs within a prescribed time frame. A financial plan may identify planned
obligations by appropriation, budget activity or subactivity, program, object classification and/or sub-
object classification, or such other categories as may be required.

Full-time Equivalent (FTE): Reflects the total number of regular straight-time hours (i.e., not
including overtime or holiday hours) worked by employees divided by the number of compensable
hours applicable to each fiscal year. Annual leave, sick leave, and compensatory time off and other
approved leave categories are considered to be “hours worked” for purposes of defining FTE
employment.

Obligations: A definite commitment that creates a legal liability of the government for the payment of
goods and services ordered or received, or a legal duty on the part of the United States that could
mature into a legal liability by virtue of actions on the part of the other party beyond the control of the
United States. An agency incurs an obligation, for example, when it places an order, signs a contract,
awards a grant, purchases a service, or takes other actions that require the government to make
payments to the public or from one government account to another.

Offsetting Collections and Offsetting Receipts: A form of budget authority that permits agencies to
obligate and expend the proceeds of offsetting receipts and collections. The Congressional Budget
Act of 1974, as amended by the Budget Enforcement Act (BEA) of 1990, defines offsetting receipts
and collections as negative budget authority and the reductions to it as positive budget authority.

Outlay: The issuance of checks, disbursement of cash, or electronic transfer of funds made to
liquidate a federal obligation. Outlays also occur when interest on the Treasury debt held by the
public accrues and when the government issues bond, notes, debentures, monetary credits, or other
cash-equivalent instruments in order to liquidate obligations.

Pay-as-You-Go (PAYGO): A budgetary enforcement mechanism originally set forth in the Budget
Enforcement Act (BEA), which effectively expired at the end of fiscal year 2002. Under this
mechanism, proposed changes in, or new permanent, law were expected to be deficit neutral in the
aggregate in the fiscal year of enactment or in a period of years. PAYGO was intended to control
growth in direct spending and tax legislation.

Project Authorization (PA): A form of written authorization, which (while not conveying obligation
authority) constitutes an administrative restriction of funds to a specified project for a stated amount.

It only applies to the F&E Appropriation. Each PA holder is also an allotment holder. Simply put, the
PA provides the authority to buy something and the allowance provides the funds to buy it. One
document without the other is insufficient to obligate funds for purchase of anything. (No F&E
project may be initiated without a project authorization.)
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Reappropriation: Legislation permitting an agency to obligate whether for the same or different
purposes, all or part of the unobligated portion of budget authority that has expired or would otherwise
expire if not reapportioned. In the President’s budget, reapportionments of expired balance are
counted as new budget authority or balance transfers depending on the year for which the amounts are
reappropriated.

Receipts: The collections of money that primarily result from taxes and similar government powers to
compel payment. Examples of receipts include income taxes, payroll taxes, excise taxes, and customs
duties. They do not include collections from the federal government’s business-like activities, such as
entrance fees at national parks. Business-like collections are subtracted from total spending to
calculate outlays for the year.

Rescission: Legislation enacted by Congress that cancels the availability of budget authority
previously enacted before the authority would otherwise expire.

Reimbursable Obligational Authority: Reimbursable obligational authority differs from direct
obligational authority because Congress does not directly appropriate reimbursable funds. Resources
are derived, instead, from orders and cash advances placed by customers. Customers may be other
Federal agencies or non-Federal entities. OMB places limits on the dollar amount of reimbursable
work that can be performed in a fiscal year. These limits are explained below:

The reimbursable work apportionment is based on the sum of estimated orders from:

Federal Government accounts that represent valid obligations of the ordering account,
whether or not accompanied by an advance NOTE: An unfilled order, excluding Franchise Fund
agreements, remains a valid obligation of the ordering appropriation, against which FAA may incur its
obligations only as long as the ordering appropriation is available for obligation).

The public, including State and local governments, to the extent accompanied by an
advance payment.

Reprogramming: Shifting funds within an appropriation or fund account to use them for purposes
other than those contemplated at the time of appropriation; it is the shifting of funds from one object
class to another within an appropriation or from one program activity to another.

Sequestration (Budget Enforcement Act Term): Under Budget Enforcement Act provisions, which
expired in 2002, the cancellation of budgetary resources provided by discretionary appropriations or
direct spending laws. New budget authority, unobligated balances, direct spending authority, and
obligation limitations were “sequestrable” resources; that is, they were subject to reduction or
cancellation under a presidential sequester order.

Supplemental Appropriation: An act appropriating funds in addition to those already enacted in an
annual appropriation act. Supplemental appropriations provide additional budget authority usually in
cases where the need for funds is too urgent to be postponed until enactment of the regular
appropriation bill.
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Warrant: An official document that the Secretary of the Treasury issues upon enactment of an
appropriation that establishes the amount of moneys authorized to be withdrawn from the central

accounts that the Department of the Treasury maintains.

Definite Appropriations: Warrants are automatically issued in the full amount as stated in the
appropriations acts.

Indefinite Appropriations/Special Instances: Warrants must be requested at the beginning of
the period for which the need exists. These warrants require adjustment, as necessary, to agree with
actual obligations or disbursements. A special instance may be borrowing from subsequent year’s
appropriations, when authorized by law.

l

Ramesh Punwani
Assistant Administrator
for Financial Service/CFO
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