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Downward Adjustments of Prior-Year Paid Delivered Orders-Obligations, Refunds Collected (USSGL 4972)
TARGET:  The objective of this white paper is to identify the correct treatment of United States General Ledger (USSGL) 4972, Downward Adjustments of Prior-Year Paid Delivered Orders-Obligations, Refunds Collected for the Appropriation Status by Fiscal Year Program and Subaccounts (1002).
STATUS: Treasury defines USSGL 4972 as the amount of cash refunds during the fiscal year resulting from downward adjustments to USSGL account 4902, “Delivered Orders-Obligations, Paid,” that were originally recorded in a prior fiscal year.
Treasury currently crosswalks USSGL 4972 to the following lines on the Report on Budget Execution and Budgetary Resources (SF 133): line 3.D.1.a. (Budget Authority, Spending authority from offsetting collections (gross), Earned, Collected) and line 19B Offsetting collections.  
A question has arisen from Air Force as to the correct treatment of USSGL 4972 for the 1002.  Should USSGL 4972 be treated as an obligation recovery and therefore be reflected in the net obligation column of the 1002?
ACTION:  The Financial Reporting Team of the Financial Management Center of Excellence provides a recommendation in the following discussion.
RECOMMENDATION:    The USSGL 4972 should not be reported on the 1002, but on the Report on Reimbursements Accounting Report AR(M)725.   Since the Air Force question would impact both the 1002 and 725 reports, the question need be coordinated with the proponent of the 1002 and 725 reports, the Office of the Under Secretary of Defense, (Comptroller) (Program Budget) (Program and Financial Control) OUSD(C)/ (P/B) (P&FC).  
DISCUSSION:  The mission of DFAS is to direct, approve, and perform finance and accounting activities for DoD with the vision of transforming with the Warfighter to remain DoD's trusted financial partner.  As a result of DoD's transformation efforts, the Military Services and Defense Agencies are developing ERPs categorized into the following overarching mission areas:     
· Personnel Management; 
· Weapons Systems Lifecycle Management; 

· Real Property and Installation Management; 
· Materiel Supply and Service Management; 
· Financial Management 
 

Although the Military Services/Defense Agencies develop, maintain, and operate ERPs, DFAS relies on these systems to accomplish the DFAS mission.  Therefore, DFAS has a responsibility to ensure that these systems follow legislative requirements, maintain strong controls, and contain accurate information.  Title 10 U.S.C. 2222(f)(2) states that the USD(C) will be responsible and accountable for defense business systems that primarily support financial management activities or strategic planning and budgeting activities within DoD.  The USD(C) has given DFAS the responsibility of performing finance and accounting functions for DoD. The DoD Financial Management Regulation (DoDFMR), Volume 1, Chapter 3, Section 030302 further delineates DFAS responsibilities regarding systems development and implementation as follows:  "Develop and maintain an accounting system's planning process which monitors, coordinates and reports the compliance of the accounting systems with the requirements of the Federal Manager's Financial Integrity Act (FMFIA) and the status of developmental, enhancement, and improvement initiatives and projects to improve accounting systems."  This reference to the DoDFMR further states that DFAS must, "Assess the state of compliance of accounting systems with the Comptroller General, Office of Management and Budget (OMB), Department of the Treasury, and DoD accounting principles, standards and policies and report annually the results to the Secretary of Defense."    

 

The financial reporting derived from the USSGL is an important example of DFAS' reliance on the ERPs to follow legislative requirements, maintain strong controls, and contain accurate information.   The correct reporting and proper usage of general ledger accounts in reporting is critical to DoD getting the desired audit results.
The Federal Accounting Standards Advisory Board (FASAB) is a United States federal advisory committee whose mission is to develop generally accepted accounting principles for federal financial reporting entities.  FASAB publishes Statements of Federal Financial Accounting Standards (SFFAS) to provide guidance to the federal accounting and finance community. 
The Bureau of the U. S. Department of Treasury, Financial Management Service, and the U.S. Standard General Ledger Division (USSGL) serves as a source of guidance and information concerning standard accounting practices, as well as guidance on issues that are unique.  Through consensus of the Issues Resolution Committee (IRC) and the USSGL Board, USSGL implementation guidance pages are approved.  The Upward and Downward Adjustments to Expired Appropriations, USSGL Approved Scenarios were used as a source of guidance for the discussion on the USSGL 4972.

Approved Scenarios shows USSGL 4972 being used when the USSGL 4902, “Delivered Orders-Obligations, Paid,” was posted in a prior fiscal year. 

	
	
	
	
	
	
	COMMENTS

	DTC
	A refund is received for an overpayment of a corrected invoice 
	

	D104
	Debit

4972
	
	
	Credit4650
	
	If the downward had been material then a prior-period adjustment would have been posted.

	
	1010
	
	
	6100
	
	

	
	5700
	
	
	3100
	
	

	
	Collect refund from federal or non-federal entity
	

	C136
	Debit

4972
	 
	
	Credit4650
	
	These entries indicate that a receivable should have been established when the overpayment occurred.  .
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	5700
	
	
	3100
	
	

	
	6790
	
	
	6100
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


The DoDFMR, Volume 6A, Chapter 4 states that amounts appearing in the “Amount Obligated in Current FY” of the 1002 should be the difference between line 8, “Obligations Incurred” and line 2A, “Recoveries of prior year unpaid obligations, Actual” of the SF 133.  The DoDFMR further states that line 19A of  SF 133, “Gross outlays” should agree with the “Amount Expended in Current FY”, (gross disbursements) of the 1002. 
Treasury shows the USSGL 4871 and 4971 crosswalked to line 2A of the SF 133.

                  USSGL 4871, “Downward Adjustments of Prior-Year Unpaid Undelivered Orders – Obligations, Recoveries”.  Treasury definition of USSGL of 4871 is “The amount of cash refunds during the fiscal year resulting from downward adjustments that were originally recorded in a prior fiscal year to USSGL account 4802, ‘Undelivered Orders - Obligations, Prepaid/Advanced.’”
               SSGL 4971, “Downward Adjustments of Prior - Year Unpaid Delivered Orders - Obligations, Recoveries”.  Treasury definition of USSGL 4971 “The amount of recoveries that were originally recorded in a prior fiscal year during the fiscal year resulting from downward adjustments to USSGL account 4901, ‘Delivered Orders - Obligations, Unpaid’”

The Treasury has USSGL 4972 crosswalked to line 3D1a, monies earned and collected from spending authority from offsetting collections, and 19B, net outlays, offsetting collections of the SF 133.  Treasury defines USSGL 4972 as “The amount of cash refunds during the fiscal year resulting from downward adjustments to USSGL account 4902, “Delivered Orders - Obligations, Paid,” that were originally recorded in a prior fiscal year. 
While the Office of Management Budget (OMB) Circular No. A-11 does not directly show USSGL postings, OMB does define the type of information that should appear on the lines of the Report on Budget Execution and Budgetary Resources (SF 133).  Appendix F of OMB Circular A-11 (2008) states, “Cash refunds collected (i.e., recoveries of prior year obligations incurred and outlayed in prior fiscal years) are to be included on line 3D1a” of the SF 133.   The circular also states that line 19B of the SF 133 should “include refunds of payments originally made in prior fiscal years that are received in the current fiscal year.”  
After analyzing the scenarios from Treasury on the “Upward and Downward Adjustments to Expired Appropriations”, along with the assumptions that the relationship between the 1002 and the SF 133 should be maintained therefore, USSGL 4972 should not be reported on the 1002 but on the Report on Reimbursements Accounting Report AR(M)725.   These assumptions should be coordinated with the proponent of the reports, The Office of the Under Secretary of Defense, (Comptroller) (Program Budget) (Program and Financial Control) OUSD(C)/ (P/B) (P&FC).  
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