Planning Phase

250 - Identify Relevant Budget Restrictions

250 - Identify Relevant Budget Restrictions
.01 The auditor should identify relevant budget restrictions, evaluate budget controls (see FAM 295 G), and design compliance-related audit procedures relevant to budget restrictions. Some key documents that may be obtained from the entity or the auditor’s OGC are
· the Antideficiency Act (title 31 of the U.S. Code, sections 1341, 1342, 1349-1351, and 1517);
· the Purpose Statute (title 31 of the U.S. Code, section 1301);
· the Time Statute (title 31 of the U.S. Code, section 1502);
· OMB Circular No. A-11, Preparation, Submission and Execution of the Budget, Part 4;
· the Impoundment Control Act; and
· the Federal Credit Reform Act of 1990 (if the entity has activity subject to this law).
Title 7 of GAO’s Policy and Procedures Manual for Guidance of Federal Agencies and GAO’s Principles of Federal Appropriations Law provide guidance on compliance with budget restrictions. The SGL within the Treasury Financial Manual provides guidance on budgetary accounting.
.02 Information relating to the entity’s appropriation (or other budget authority) for the period of audit include:
· authorizing legislation;

· enabling legislation and amendments;

· appropriation legislation and supplemental appropriation legislation;

· apportionments and budget execution reports (including OMB forms 132 and 133 and supporting documentation);

· Impoundment Control Act reports regarding rescissions and deferrals, if any;

· the system of funds control document approved by OMB; and

· any other information deemed by the auditor to be relevant to understanding the entity’s budget authority, such as legislative history contained in committee reports or conference reports.

Although legislative histories are not legally binding, they may help the auditor understand the political environment surrounding the entity (e.g., why the entity has undertaken certain activities and the objectives of these activities). SFFAS No. 27, Identifying and Reporting Earmarked Funds, may also help the auditor identify revenues or other financing sources of the federal entity.
.03 Through discussions with the auditor’s OGC and the entity, and by using the above information and information prepared by management, the auditor should identify all legally binding restrictions on the entity’s use of appropriated funds that are relevant to budget execution. This includes any restrictions on the amount, purpose, or timing of obligations and outlays (“relevant budget restrictions”). Additionally, the auditor should determine whether the entity has established any legally binding restrictions in its fund control regulations. An example of this would be the entity’s lowering the legally binding level for compliance with the Antideficiency Act to the allotment level.

.04 The auditor should obtain advice from OGC on the implications if the entity were to violate these relevant budget restrictions. In the internal control phase, the auditor identifies the design of and tests the entity’s controls to prevent or detect noncompliance with these relevant restrictions. The auditor may evaluate controls over budget restrictions that are not legally binding but that may be considered sensitive or important.

.05 During these discussions with OGC and the entity, the auditor should determine whether any of these relevant budget restrictions relate to significant provisions of laws and regulations for purposes of testing compliance.

.06 For those entities that do not receive appropriated funds, the auditor should identify budget-related requirements that are legally binding on the entity. These requirements, if any, are usually found in the legislation that created the entity or its programs (such as the authorizing and enabling legislation) as well as any subsequent amendments. Although budget information on these entities may be included in the President’s budget submitted to the Congress, this information usually is not legally binding.  In general, certain budget-related restrictions (such as the Antideficiency Act) apply to government corporations but not to government-sponsored enterprises. 
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