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Defense Enterprise Accounting and Management System (DEAMS) Lines of Accounting (LOA) Budgetary Authority
PURPOSE:  
The purpose of this paper is to explain the laws, policies, and regulations that impact the end-users and control their ability to cite lines of accounting to establish commitments and obligations.  The DEAMS program is in the process of providing definitive guidance to the System Integrator (SI) for system controls on the line of accounting.  The SI is proposing to place system controls for average end-users at either the Command (Operating Agency Code (OAC)), Base Level (Operating Budget Account Number (OBAN)) or Command, Base, Squadron Level (Responsibility Center /Cost Center (RC/CC)).  The SI and DEAMS program preference is to place system controls at the Command plus Base Level (also known as Operating Entity).  The DEAMS Decision Group would like an official Defense Finance and Accounting Service (DFAS) response to confirm whether or not any of the system controls above would violate a law, policy or regulation.  

CONCLUSION: 

Yes, these system controls violate a regulation.  This conclusion is based on the organizational aspect of access controls and not functional roles or user-based access.  Because three levels are defined in the DEAMS organizational structure, DEAMS must comply with the use of suballocations.  The Other Core Capabilities team of the Financial Management Center of Excellence has determined that the Air Force levels align with the DoD FMR levels as follows:
· Command level = Departmental level
· Base level = Intermediate level
· Squadron level = Execution level
BACKGROUD AND SUPPORTING DETAIL:
Anti-Deficiency Act

First and foremost, the Anti-Deficiency Act (Reference 8) limits officers or employees of the U.S. Government to expend and obligate amounts.  They may not engage in the following activities:

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

· Involve either government in a contract or obligation for the payment of money before an appropriation is made unless authorized by law;

· Make or authorize an expenditure or obligation of funds required to be sequestered (Reference 4)
· Involve either government in a contract or obligation for the payment of money required to be sequestered (Reference 4)
The types of authority that do not require an appropriation in order to obligate are contract authority, spending authority from offsetting collections, and borrowing authority.

The exception to the Anti-Deficiency Act is the Military Departments can incur obligations in excess of available appropriations in procuring or furnishing clothing, subsistence, forage, fuel, quarters, transportation, or medical and hospital supplies not to exceed the necessities of the current fiscal year (Reference 9).
After an appropriation is received, 31 USC 1514 provides for an administrative division of apportionments.  The system shall be designed to:

· Restrict obligations or expenditures from each appropriation to the amount of apportionments or reapportionments of the appropriation; and 

· Enable the official or the head of the executive agency to fix responsibility for an obligation or expenditure exceeding an apportionment or reapportionment. 

To have a simplified system for administratively dividing appropriations, the head of each executive agency 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.  This administrative division involves funds distribution and funds control. The Budgetary Resource Management module of a core financial system includes the funds distribution and funds control functions, which ensure compliance with 31 USC 1341 and 31 USC 1514.  

Administrative Distribution of Funds

Funds distribution is part of budget execution cycle in which legally apportioned resources are distributed within the agency to support missions, programs, and other objectives.  The system must record allotments, sub-allotments, allocations and allowances (i.e. distribute funds) to multiple organizational levels or other elements of accounting classification. The maximum number of funds distribution levels is eight levels, which include the levels for appropriation and apportionment of budget authority.  The system must prevent the distribution of the amount of funds available at the next highest distribution level.  These requirements and other system requirements concerning distribution of funds are specified in the Core Financial System Requirements (Reference 5).
Fund holders are DoD officials that receive a documented administrative subdivision of funds including apportionments, allocations, suballocations, allotments and suballotments through their funding chain of command or from other government departments, agencies and activities holding an administrative subdivision of funds (Reference 17).

The Department of Defense (DoD) Financial Management Regulations (FMRs) provide specific levels for funds distribution to be in compliance with Administrative Control of Funds (Reference 1).  These levels are the departmental level, intermediate level, and execution level.  DoD FMR Volume 3, Chapter 13 describes the departmental-level budgetary accounts.  Departmental level applies to the Military Departments and the Washington Headquarters Services at “headquarters” level.  DoD FMR Volume 3, Chapter 14 pertains to the intermediate-level budgetary accounts.  The intermediate-level budgetary accounts are used to record the receipt of allocations or suballocations from higher authority, and the subsequent issuance of allotments to installation-level activities.  DoD FMR Volume 3, Chapter 15 discusses the execution-level budgetary accounts.  The execution-level budgetary accounts are used to record the majority of day-to-day budget execution transactions.
Because three levels are defined in the DEAMS organizational structure, those DoD Components that are structured organizationally into three (or more) levels are required to use the intermediate-level accounts and suballocations (Reference 13).  The Air Force levels would align with the DoD FMR levels as follows:

· Command level = Departmental level (Reference 12)
· Base level = Intermediate level (Reference 14)
· Squadron level = Execution level (Reference 13)
· In addition, the DFAS accounting office is allowed to obligate funds in specific circumstances (Reference 17)
The DoD FMR says the authorizations must be in writing, but it does not provide specific documents that provide for these entries.  The documents used must comply with the guidelines in Procedures for the Administrative Control of Funds (Reference 11).
Funds Control

The Core Financial System Requirements states funds control prevents the expenditure of funds in excess of established budgetary limitations as established through the Funds Distribution process. The system must be designed to apply effective funds control at the point that spending documents are entered.  

After the authorization of administration divisions, funds control manages commitments and obligations.  Commitments are a useful funds control tool, but are not appropriate for all spending situations.  Budgetary resources must be available before obligations can be legally incurred.  Examples of obligations are amounts of orders placed, contracts awarded, services received, and similar transactions that require payments during the current or a future period.  Documentary evidence must support the obligations reported (Reference 6).  Moreover, the agency is required to maintain certifications and records showing that the amounts have been obligated (Reference 10).  No obligations should be incurred against any anticipated budgetary resources, even if the funds are apportioned and allotted (Reference 16).  Unless otherwise specified, primary responsibility for recording obligations remains with the DoD Components.  However, the accounting office may record certain obligations, when it does not have the primary responsibility for such recording (Reference 17).

Funds control enables the head of the agency to identify the person responsible for any obligation or expenditure exceeding the amount available.  System requirements concerning funds controls are specified in the Core Financial System Requirements (Reference 5).
Other Considerations
Another issue to contemplate is system controls protect the integrity of the functional area data.  Security controls must comply with the following requirements:
· Security requirements (Reference 5)
· Personnel and User Issues (Reference 3)
· Logical Access Control (Reference 3)
· Access Control requirements (Reference 7 and 15)
Appendix A: Definitions
Access control: limiting access to information system resources only to authorized users, programs, processes, or other systems.
Allocations: An authorization by a designated official of a DoD Component making funds available within a prescribed amount to an operating Agency for the purpose of making allotments and incurring obligations

Allotment: A distribution of budget authority to an execution-level accounting entity. It authorizes the incurrence of obligations within a specified amount

Commitments: A reservation of funds before legal obligations are established

Obligations: A binding agreement that will result in outlays, immediately or in the future

Security control: Management, operational, and technical controls (i.e., safeguards or countermeasures) prescribed for an information system to protect the confidentiality, integrity, and availability of the system and its information.

Suballotments: A subdivision of the allotments
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