Planning Phase

295 G - Budget Controls

295 G - Budget Controls
.01 Budget controls are management’s policies and procedures for managing and controlling the use of appropriated funds and other forms of budget authority.  Budget controls are part of the internal controls covered in OMB’s audit guidance. During planning, the auditor should understand the design of budget controls and determine whether they have been implemented as part of assessing the risk of material misstatement as discussed in FAM 250 and 260.
.02 Certain controls may achieve both financial reporting and other control objectives. Accordingly, for efficiency, the auditor may coordinate obtaining an understanding of budget controls with obtaining an understanding of financial reporting, compliance, and relevant operations controls.
.03 Budget authority is authority provided by law to allow federal agencies to enter into financial obligations that will result in immediate or future outlays involving government funds (2 U.S.C. 622(2)). The Congress provides an entity with budget authority and may place restrictions on the amount, purpose, and timing of the obligation or outlay of such authority. 
.04 There are four basic forms of budget authority: 
· Appropriation authority. The most common form of budget authority provides authorization by an act of Congress which permits federal entities to incur obligations and to make payments out of the Treasury for specified purposes. Appropriations do not represent cash actually set aside in the Treasury for purposes specified in the appropriation acts. Appropriations represent amounts that entities may obligate during the period specified in the appropriation acts. Periods can be single-year, multiyear, or no-year.
· Borrowing authority. Provides statutory authority that permits federal entities to borrow money and then to obligate against amounts borrowed.  The amount to be borrowed may be definite or indefinite in nature and the purposes for which the borrowed funds are to be used are stipulated by the authorizing statute.

· Contract authority. Provides statutory authority that permits obligations to be incurred in advance of appropriations or in anticipation of receipts to be credited to a revolving fund or other account (offsetting collections). Contract authority is unfunded. Subsequent funding by an appropriation or by offsetting collections is needed to liquidate the obligations incurred under the contract authority.

· Offsetting receipts and collections authority. Permits federal entities to obligate and expend the proceeds of offsetting receipts and collections. See 295 G.05 for further details.
.05 Offsetting receipts and collections are of a business- or market-oriented nature and may include intragovernmental transactions. If, pursuant to law, they are deposited to receipt accounts and are available for obligation, they are considered budget authority and referred to as offsetting receipts. Contract authority and immediate availability of offsetting receipts for use are the usual forms of budget authority for revolving funds. Offsetting collections may also include reimbursements for materials or services provided to other government entities.

.06 Borrowing authority and contract authority are sometimes called “back door authority,” which refers to any type of budget authority that is provided by legislation outside the normal appropriations process.

.07 For additional information and terminology on the federal budget process, consult GAO’s A Glossary of Terms Used in the Federal Budget Process  (GAO-05-734SP, September 2005). 
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