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CHAPTER 1
ACCOUNTI NG PRI NCI PLES
1-1. CGener al .

a. Purpose. This chapter sets forth the principles and
st andards governing the design and operation of the
financial /cost accounting and reporting systens for U S. Arny
Corps of Engineers (USACE). It is applicable to all Corps of
Engi neer offices engaged in Gvil Wrks, Revolving Fund and/ or
MIlitary funded activities. The statenents of policy, principles
and standards include the objectives and characteristics of the
systemthat are essential to effective financial nanagenent;
outline the functions of the various phases of the accounting and
reporting processes to neet those requirenents; and furnish
gui delines for the perfornmance of those functions. The
princi pl es and standards provide a basis for interpretation and
devel opnent of the financial accounting systemas required. The
accounting systemconplies with the Budget and Accounting
Procedures Act of 1950, as anended (31 USC 3511), the Accounting
Principles and Standards for Federal Agencies prescribed by the
Federal Accounting Standards Advi sory Board, and where
appl i cabl e, the Uniform System of Accounts prescribed by the
Federal Energy Regul atory Conm ssion (FERC) pursuant to the
provi sions of the Federal Power Act (16 USC 825b).

b. Requirenents of the Accounting System The Corps of
Engi neers Civil, Revolving Fund and Mlitary activities financial
managemnment accounting system has been designed to neet both
statutory and internal nmanagenent requirenments. The Budget and
Accounting Procedures Act of 1950 requires the mai ntenance of an
i ntegrated accounting systemthat neets the requirenents of
Congress, the General Accounting Ofice, the U S. Treasury
Departnment, the O fice of Managenent and Budget (OVB), and
Ofice, Secretary of Defense (OSD). Also, since the Corps is a
producer of electric power, it is required to record financi al
data in a manner that neets the needs of the Federal Energy
Regul at ory Conmi ssion so far as may be practicable, in accordance
with applicable statutes. This system has al so been designed to
facilitate the Corps nanagerial accounting function. Moreover,
t he DOD Fi nanci al Managenent Regul ation, Volune 1, chapter 3 also
addresses the requirenents of an adequate accounting system

c. Project Delivery Team Concept. Once a project is
aut hori zed for USACE, a Project Delivery Teamw || be forned
consi sting of enployees fromtechnical elenents as well as
support elenments. As key nenbers of the Project Delivery Team
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manageri al accountants, budget anal ysts, program anal ysts, and

ot her resource managenent personnel wll provide financial

advi ce/ opi nions concerning interpretation of financial
informati on and the function of the Corps’ financial managenent
system Specific duties include ensure the integrity of data in
the official accounting system the analysis and verification of
comm tnents, obligations, expense incone and custoner order data;
research and reconciliation of data between general |edgers,
subsi di ary | edgers and accounting reports; and reviews and

val idations of financial information/data required by |aw
HQUSACE CERM F i s responsi ble for providing manageri al accounti ng
training to Divisions, Districts, Centers and Laboratory
account ant s.

d. Accounting Periods. The accounting period for recording
actual accounting transactions and accruals is the cal endar
nonth. The fiscal year cycle for reporting purposes is from
1 Cctober through 30 Septenber as established by | aw.

1-2. Background. The organization, objectives, and functions of
t he Corps of Engineers are contained in the follow ng
publ i cati ons:

a. ER 10-1-1, Organization and Functions - M ssion and
Command Organi zation of the Chief of Engineers.

b. ER 10-1-2, Oganization and Functions — Division and
District offices.

1-3. The Accounting Organi zati on and Functi ons.

a. Policy.

(1) Al officers and civilians of the Corps who order
services or materials, or who supervise operations will ensure
that the United States receives value commensurate with anounts
expended.

(2) Oversight of the Corps accounting systemis the
responsi bility of the USACE Fi nance and Accounting O ficer.
Maj or Subordi nate Commands and Di strict Finance and Accounti ng
O ficers are responsible for finance and accounting at their
| evel .

(3) Al financial transactions involving Corps
funds will be recorded in the Corps financial managenent system

(4) USACE financial information is owned by HQUSACE and t he
Director, Resource Managenent, is the proponent.
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b. Director of Resource Managenent. USACE s Director of
Resour ce Managenent and Fi nance and Accounting O ficer are
responsi bl e for managi ng the total internal accounting function
of the Corps of Engineers. These responsibilities include the
awar eness of statutory requirenents (para 1-4); the requirenents
of other higher authorities; and liaison and coordination with
Ceneral Accounting Ofice (GAO, OWVB, Treasury Departnent, and
the Ofice, Secretary of Defense (QOSD)

c. Finance and Accounting Policy Division. The Corps of
Engi neers’ Finance and Accounting O ficer directs and coordi nates
the finance and accounting activities conducted w thin USACE and
serves as chief of the Finance and Accounting Policy Division.
As such this position:

(1) Exercises staff supervision over the financial and cost
accounting functions and upward reporting, and hol ds deci si on-
maki ng aut hority for key/significant F&A i ssues. Upward reports
will flowthrough CERMF prior to rel ease outside of the Corps of
Engi neers.

(2) Reconmends the establishnent of finance and accounting
policies by the Director of Resource Managenent or the Chief of
Engi neers.

(3) Mnitors and provides staff supervision over finance,
cost and budgetary accounting and upward reporting in the Corps.
Oversees conpil ation of consolidated Corps financial statenents
and reports reflecting the status of finance and budgetary
accounts. Approves final reports and financial statenments prior
to rel ease outside the Corps.

(4) Monitors property acquisition and di sposal functions.

(5) Processes general clains requiring adjudication which
i nvol ve fiscal records or procedures.

(6) Overseeing career program devel opnent for Corps
accountants and accounting technicians, to include proponency
for: (a) Corps Accountant Career Cuide; (b) Advanced Manageri al
Accounting Synposium for managerial accountants; and (c) “Nuts
and Bolts” of Accounting seni nars.

(7) Responsible for the oversight of future Corps financi al
systen(s). This responsibility also includes conceptua
devel opnent of business intelligence solutions for decision
support.
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d. Director, USACE Finance Center. The Director of the
Fi nance Center serves as the head of the USACE Fi nance Center
(UFC), a field operating activity of the USACE under the staff
direction of the Director of Resource Managenent. As Director of
the UFC, |eads, directs, supervises, and nanages the execution of
t he operational finance and accounti ng day-to-day support for
USACE. Devel ops and nmaintains capability to nobilize F&A support
services in response to national security and donestic
energencies, and to support other Federal initiatives as
requi red. As Chief operational Finance and Accounting Program
Manager, incunbent is responsible for analyzing, reconciling,
recording and reporting the details of the USACE mlitary, civil
and revolving fund activities; continuing review, analysis,
devel opnent, nai ntenance and depl oynent of cost effective
accounting processes and systens wthin the USACE.

e. Director, Resource Managenent, Major Subordi nate
Commands (MsSC). The Director, Resource Management, MSC, is the
primary advisor to the Division Commander and MSC operating
officials on all financial and resource issues. The Director
wor king with and t hrough the MSC Fi nance and Accounting O ficer
is responsible for overseeing all financial nanagenent and
manageri al accounting activities of the division. The MSC
Di rector of Resource Managenent and Fi nance and Accounti ng
O ficer also provide staff guidance and assi stance to USACE
Districts on finance and accounting matters.

f. Resource Managenent O ficer (RMO), District Ofice.
The District RMOis the primary financial advisor for the
District Conmmander and Staff. Wrking with and through the
District Finance and Accounting Oficer, the RMdirects and
coordi nates all nanagerial accounting functions within the
District.

g. Finance and Accounting O ficer/Staff Accountant (MSC).
The Division Finance and Accounting Oficer/Staff Accountant is
the principal staff assistant to the Director of Resource
Managenent on all finance and accounting records. Thi s
i ndi vidual is the senior accountant for the division and is
responsi ble for the interpretation and di ssen nati on of
accounting policies, procedures and regul ations for the division
of fice and subordinate districts. The Division F&AQ St af f
Accountant is al so responsible for maintaining the official
accounting records and reports for the division headquarters,
provi di ng the MSC Conmander wi th anal ysis and advi ce regardi ng
financial reports, and oversees the nmanagerial accounting
functions of the Division. The Division F&A Oficer is also the
princi pal staff assistant on accounting natters to the Regi ona
Busi ness Center. In addition, the D vision F&AO i s responsi bl e
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for the fornulation, interpretation and di ssem nati on of
accounting policies for the division office, subordinate
districts, and the Regi onal Business Center.

h. Finance and Accounting O ficer, D strict.
The District Finance and Accounting O ficer is the senior
accountant for the district and is responsi ble for maintaining,
reconciling, analyzing and interpreting the official finance and
accounting records for the district and oversees the manageri al
accounting functions. As such, the F&AO is responsi ble for
reviewi ng and anal yzi ng accounts, account bal ances, trends and
conditions to provide the District Conmander and operating
officials wiwth accurate and tinely financial information. The
F&AO al so interprets accounting regul ati ons and gi ves fi nanci al
advi ce and recommendati ons based on | aw, regul ations, and
pr of essi onal knowl edge of generally accepted accounting
practices.

i. Managerial Accountant. USACE nanageri al accounting
functions are assigned to the Divisions, Districts, Centers,
Field OQperating Activities and Laboratories. Field |evel
manageri al accountant's primary functions are to perform anal ysis
and validation of commtments, obligations and expenditures
(cost) of all types of funds. Additionally, they actively
participate in supporting the Project Delivery Teamefforts.

This involves the review and anal ysis of budgetary rates,
operating budget and execution, program nmanagemnment, sol vency of

t he Revol ving Fund, internal controls, cost of doing business and
reconciliation and interpretation of |ocal/upward financi al
statenents as required by the Chief Financial Oficers Act and
amendnent s.

1-4. Statutory Requirenments and Hi gher Authorities. Corps
activities wll conmply with all appropriate |egislative and
statutory requirements. This paragraph provides references to
the principal statutes that have an inpact on the Corps
accounting and reporting system Synopses are included for sone
of those statutes.

a. Policy.

(1) Establishnent and Mai ntenance of Accounting System and
Fi nanci al Reporting. The Budget and Accounting Procedures Act of
1950, as amended (31 USC 3511), provides the Congressional policy
on the purpose and need for adequate accounting systens and
financial reporting in the Federal departnents and agencies. This
Act places the responsibility upon the head of each executive
agency to establish and mai ntain adequate systens of accounting
and rmutual control in conformance with principles, standards, and

1-5



ER 37-1-30
30 Sep 02

related requirenents prescribed by the Federal Accounting
St andar ds Advi sory Board (FASAB).

(2) Ceneral mlitary accounting policy and procedures are
provided in the Departnent of Defense Financial Managenent
Regul ati on (DODFMR) and DFAS-IN Regul ation 37-1, chapters 1, 2,
and 6. This chapter is not intended to replace or duplicate the
policy contained in DODFMR or DFAS-IN 37-1, rather, it provides
addi tional suppl enental guidance which is unique to the Corps
busi ness practices and not found in either of the DO Arny
regul ations.

(3) The standards on accrual accounting contained in GAO
Title Il are prescribed by 31 U S.C 3512(e) and all ow obligation
accounting where required for budgetary purposes. That |aw
states that the head of each executive agency shall cause the
accounts of that agency to be maintai ned on an accrual accounting
basis. Thus, the accrual basis is the prescribed basis of
accounting to be used by federal agencies. Accrual accounting is
al so the preferred nmethod of accounting of the American Institute
of Certified Public Accountants, the Securities and Exchange
Conmi ssion, the Internal Revenue Service, and the Federa
Accounting Standards Advi sory Board. The US Arny Corps of
Engi neers (USACE) has adopted this nethod as the basis for
accounting for all appropriations (GCvil Wrks, Mlitary, and
Revol vi ng Fund) .

(4) Cost-based Budgets. Section 216 of the Budget and
Accounting Act of 1921, as anended (31 USC 1108) was further
anmended by PL 84-863, to require devel opnent and use of
cost - based budgets. The term cost-based budgets is interpreted
to mean a budget based upon functions, activities, and projects
adequately supported by informati on on program costs and
acconpl i shnment, and by a review of performance by organi zati ona
units where these do not coincide with performance budget
classifications. The statute requires that "(a) The requests of
t he Departnents and establishments for appropriations shall, in
such manner and at such times as nmay be determ ned by the
Presi dent, be devel oped from cost-based budgets, and (b) for the
pur poses of adm nistration and operations, such cost-based
budgets shall be used by all Departnents and establishments and
t heir subordinate units. Adm ni strative subdi vi si ons of
appropriations or funds shall be made on the basis of such
cost - based budgets.”

(5) Anti-Deficiency Act - Title 31, United States Code,
sections 1341 and 1517 provide that obligations shall not exceed
anounts appropriated or apportioned, or anmounts allotted for
adm ni strative control. Public Law 84-863 anended the
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Anti-Deficiency Act by adding the following: "In order to have a
sinplified systemfor the subdivision of appropriations of funds,
each agency shall work toward the objective of financing each
operating unit, at the highest practical |level, fromnot nore
than one adm ni strative subdivision for each appropriation or
fund affecting such unit.”

(6) Docunentary Evidence of (bligations. Section 1311,
Suppl enent al Appropriation Act of 1955 (31 USC 1501) sets forth
the criteria that govern the reporting of financial transactions
as obligations.

(7) CObjects for which Appropriations Made - Section 3678,
Revi sed Statutes (31 USC 1301). This section states that except
as otherw se provided by |aw, suns appropriated shall be applied
solely to the objects for which they are respectively made. The
objective of this statute is to assure that the agencies carry
out the prograns in accordance with the purposes and intent of
t he Congress.

(8) Liquidation of Obligated Bal ances of Expired
Appropriations. Public Law 84-798, as anended (31 USC 1551-1557);
provi des for the system of paynment of obligated bal ances of
expi red appropriations, and for the withdrawal and restriction of
unobl i gat ed bal ances.

(9) Inventory Controls. The Federal Property and
Adm ni strative Services Act of 1949 (40 USC 483) requires
agencies to maintain adequate inventory controls and
accountability systens for property under their control.

(10) Federal dains Collection Act of 1966. This Act,
PL 89-508 (31 USC 3701-3711) authorizes an agency to settle
clainms for anobunts owed to the Government by reason of the
activities of such agency.

(11) Enploynment and Travel Expenses of Consultants and
Experts. The Admi nistrative Expenses Act of 1946, as anended,
i ncl udes provisions relating to the enpl oynent of consultants and
experts, and to the paynent of the travel expenses (5 USC 3109).

(12) Revolving Fund. The G vil Functions Appropriation Act
of 1954, PL 83-153, 1st Session, approved 27 July 1953,
established the Cvil Wrks Revolving Fund. The fund is
avai l abl e without fiscal year limtation, for expenses necessary
for the maintenance and operation of the plant and equi pnent of
t he Corps of Engineers used in civil works functions. The fund
shal |l be credited with reinbursements or advances for the cost of
equi pnent, facilities, and services furnished, at rates which
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shall include charges for overhead and rel ated expenses,
depreci ation of plant and equi pnent, and accrued | eave (See
Chapter 19).

(13) Advance Paynents.

(a) 31 USC 3324 provides that no advance of public noney
w Il be nade except as provided by | aw.

(b) Advance paynents are authorized for
- Tuition (10 USC 2396).

- Aut horized subscriptions to newspapers, nagazi nes, or
ot her publications.

- Flood control work, paynents to cooperating public
agencies for services (33 USC 701b-2). However, guidance in
connection with current Treasury Departnment requirenents should
be requested from HQUSACE, CERM F, Washi ngton, DC 20314, prior to
maki ng such advances.

- Post office Box rental is authorized on an annual basis
(25 Conmp Gen 834 (1946)).

- Menbership in professional societies or associations
acquired in the nanme of the DoD conponent nmay be paid in advance.
The purpose of the nenbership nust be to acquire services for
t hat component, not an individual.

(14) Receipt Disbursenent, and Application of Funds.

(a) Authority of the Conptroller CGeneral. The Budget and
Accounting Act, 1921 (42 Stat. 20; 31 USC ss 711-720) vested in
the Conptroller General of the United States the authority to
deci de any questions involving a paynent to be nade by any agency
and to investigate all matters relating to the receipt,

di sbursenent, and application of public funds, and to nake
regul ar and special reports. It also made final and concl usive
on the Executive Branch the decision of the Conptroller Cenera
and the bal ances certified by GAOin the settlenent of public
accounts. A disallowance by GAO may be only renoved by the
Conptrol | er General

(b) Requests for Decision and Review by the Conptroller
CGeneral . Section 8 of the Act of 31 July 1894 (Stat 208;
31 USC 3529; and M. 1949, Section 1653) provides that disbursing
of ficers or the head of any executive departnment nmay apply for
and the Conptroller General will render his decision upon any
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guestion involving a paynent to be nmade by them or under them

whi ch deci sion, when rendered will govern GAO i n passing upon the
account containing said disbursenent. Also, Section 8 of the Act
of 31 July 1894 (28 Stat 207; 31 USC 3526; M. 1949, Section
1656); and Section 304 of the Act of 10 June 1921 (42 Stat 24;

31 USC 3526; M. 1949, Section 1646) provide that any person whose
accounts may have been settled by GAO, or the head of the
departnent, may request a review of the said account by the
Comptrol | er General, whose decision upon such review wi ||l be
final and concl usi ve upon the Executive Branch of the Governnent.

(c) Indebtedness. The Departnent shall collect
i ndebt edness due the United States pronptly in accordance with
the Debt Collection Inprovenent Act of 1966, section 31001 of
P.L. 104-134, the Debt Collection Act of 1982, P.L. 365, as
anmended, the Federal C ains Collection Standards, 4 C.F. R Parts
101-105, 5 CF. R Parts 179 and 550 (Subpart K) and Departnent of
Def ense Fi nanci al Managenent Regul ation, Volunme 8, Chapter 8.

(d) Final Judgnment Recovered Against the United States. The
Acts of 3 March 1875 and 3 March 1933 (31 USC 3728) provide that
when any final judgnent recovered against the United States duly
al l oned by | egal authority shall be presented to the Conptroller
General for paynment, and the plaintiff therein shall be indebted
to the United States in any manner, whether as principal or
surety, paynment will be w thheld of an anobunt of such judgnent or
claimequal to the debt thus due to the United States. |If the
plaintiff denies his indebtedness to the United States, or
refuses to consent to the set-off, paynent will be w thheld of
such further anount of such judgnent, as will be sufficient to
cover all legal charges and costs in prosecuting the debt of the
United States to final judgnment. |If such debt is not already in
suit, legal proceedings will be imediately commenced to enforce
the sanme, and will be prosecuted to final judgnment. |If in such
action judgnment is rendered against the United States, or the
amount recovered for debt and costs is |ess than the amount so
wi t hhel d, as before provided, the balance will then be paid over
to such plaintiff with interest thereon for the tinme it had been
wi thheld fromthe plaintiff.

(15) Adjustnment or Reinbursenent between Appropriations.
Public Law 89-473 (31 USC 1534) authorizes the chargi ng of any
appropriation available to an agency for the benefit of any other
appropriation of the sane agency for the procurenent of materials
and services, for which funds are available in both
appropriations, with the provision that appropriate adjustnent or
rei mbursenent be nmade between the financing and benefiting
appropriations during or as of the close of each fiscal year.
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(16) Disposition of Receipts - General Authorities.

(a) The Act of 9 July 1918 provides that all nobneys arising
fromdisposition of material supplied to the Arny by the Corps of
Engi neers will remain available for the purpose of the
appropriation fromwhich such materials were authorized to be
supplied at the tinme of the disposition.

(b) Sales of AOd Material, Condemmed Stores, etc.
40 USC 485a provides that fromthe proceeds of sales of old
materi al, condemmed stores, supplies or other public property of
any kind, before being deposited into the Treasury, either as
general fund receipts or to the credit of the appropriations to
whi ch such proceeds are by | aw authorized to be made, there may
be paid the expenses of such sales, so as to require only the net
proceeds of such sales to be deposited into the Treasury, either
as General Fund receipts or to the credit of such appropriations,
as the case may be. (Wiere proceeds are for deposit to the
credit of an appropriation available for paynent of the expenses
of the sale, there is no advantage or benefit to be derived by
payi ng the expenses fromthe proceeds and depositing the net
anount. In such cases, the gross anmount of the sale should be
deposited and the expenses paid in the usual nanner.)

(17) Authority to Disburse. The Chief of Engineers is
charged with the disbursenent of funds appropriated for Civil
Wrks and Mlitary funds by a recurrent appropriation act
provi sion, which, for the fiscal year concerned, constitutes a
congressional directive to that end.

(18) Deputy Disbursing Oficer. The Act of 31 July 1953
(67 Stat 296; 10 USC 2773) provides that in the event of the
deat h, incapacity, or separation fromoffice of a disbursing
of ficer, the accounts of such disbursing officer nay be continued
and paynents made in his nane by his deputy disbursing officer
for a period of tinme not to extend beyond the |ast day of the
second nonth followi ng the nonth in which such death, incapacity

or separation shall occur. The deputy will be legally Iiable and
responsi ble for all paynents and official acts during such period
until a new disbursing officer is appointed. |If there is nore

t han one deputy, the Director, USACE Fi nance Center wl |
designate a deputy to disburse as principal in the nane of the

di sbursing officer. Such accounts and paynents shall be all owed,
audited and settled in the nmanner prescribed by |law, and the
checks signed in the nane of the forner disbursing officer shal
be honored by the Treasurer of the United States, in the sane
manner as if the fornmer disbursing officer had continued in

of fice.
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(19) Paynents in Excess of Appropriations Prohibited. The
Act of 30 June 1906 (31 USC 1301) provides that no Act of
Congress will be construed to nmake appropriations fromthe
Treasury of the United States or to authorize the paynent of
nmoney in excess of appropriations made by | aw, unless such Act
does in specific terns so declare.

(20) Sale or O her Disposition of Funds. 31 USC 3341
provi des that “A disbursing official of the United States
Governnent may sell a Governnent warrant, check, draft, or
obligation not the property of the official at a premum or
di spose of the proceeds of the warrant, check, draft, or
obligation, only if the official deposits the prem um and the
proceeds in the Treasury or with a depositary for the credit of
the Governnent.” A disbursing official violating this shall be
di sm ssed i nmedi atel y.

(21) Responsibility for Rendering Money Accounts. The Act
of 25 June 1948 (62 Stat 683; 18 USC 643) as anmended 11 Cctober
1966, P.L. 104-294 provides that “Woever being an officer,
enpl oyee or agent of the United States or of any department or
agency thereof, having received public noney which he is not
authorized to retain a s salary, pay, or enmolunment, fails to
render his accounts for the same as provided by lawis guilty of
enbezzl ement, and shall be fined under this title or in a sum
equal to the anobunt of the noney enbezzl ed, whichever is greater,
or inprisoned not nore than ten years, or both; but if the anount
enbezzl ed does not exceed $1, 000, he shall be fined under this
title or inprisoned not nore than one year, or both.”

(22) Chief Financial Oficers Act of 1990, P.L. 101-576.
This act was intended to bring nore effective general and
fi nanci al managenent practices to the Federal CGovernnent. It
provi des for inprovenent, in each agency of the Federa
Government, of systens of accounting, financial managenent, and
internal controls to assure the issuance of reliable financial
information and to deter fraud, waste, and abuse of governnent
resources. The act also provides for the production of conplete,
reliable, tinmely, and consistent financial information for use by
t he executive branch of the Governnent and the Congress in the
fi nanci ng, managenent, and eval uati on of Federal prograns.

(23) CGovernnment Performance and Results Act of 1993 (GPRA)
GPRA was intended to inprove the confidence of the Anerican
people in the capability of the Federal Governnent by
systematically hol ding Federal agenci es accountable for achieving
programresults. The act initiated program performance reform
with a series of pilot projects in setting program goals,
measuri ng program perfornmance agai nst those goals, and reporting
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publicly on their progress. The act also i nproved Federa
program ef fecti veness and public accountability by pronoting a
new focus on results, service quality, and custoner satisfaction.
It hel ped Federal nanagers inprove service delivery, by requiring
that they plan for neeting program objectives and by providing
themw th informati on about programresults and service quality.
This Act was intended to inprove internal managenent of the
Federal Governnent.

(24) CGovernnent Managenent Reform Act of 1994, P.L. 103-356.
Title 1V, Financial Mnagenent. The act was designed to inprove
the efficiency of Executive Branch performance in inplenenting
statutory requirenents for financial nanagenent reporting to the
Congress and its conmttees.

(25) Federal Financial Managenent | nprovenent Act, FFM A of
1996, P.L. 104-208. The purpose of this act is to provide for
consi stency of accounting by an agency fromone fiscal year to
t he next and uni form accounting standards throughout the Federa
Government. It requires Federal financial managenent systens to
support full disclosure of Federal financial data, including the
full costs of Federal prograns and activities, to the citizens,

t he Congress, the President, and agency managenent. The act was
intended to increase the accountability and credibility of
federal financial managenent; inprove performance, productivity
and efficiency of Federal Governnent financial nanagenent;
establish financial managenment systens to support controlling the
costs of the Federal Governnent; and increase the capability of
agencies to nonitor execution of the budget by nore readily
permtting reports that conpare spending of resources to results
of activities. The Corps of Engineers shall inplenment and

mai ntai n financi al managenent systens that conply substantially
wi th Federal financial nmanagement systens requirenents,
appl i cabl e Federal accounting standards, and the United States
Government Standard General Ledger at the transaction |evel.

(26) Related Statutes. Following is a |list of other
statutes bearing on the Corps of Engi neers accounting systemfor
whi ch synopses are not i ncl uded:

(a) 10 U.S.C 3036(d), The Chief’s Economy Act.

(b) 31 U S.C 6505, Intergovernnmental Cooperation Act.

(c) PL 88-767; 74 Stat 906, Federal Enpl oyees Conpensation
Act .

(d) PL 91-606, Disaster Relief Act of 1970.
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(e) Mller Act, 24 August 1935, 49 Stat 794.

(f) Act of 3 March 1875, 18 Stat 481, Debts Due United
St at es.

(g) Act of 3 March 1933, 47 Stat 1516, Buy Anerican Act.

(h) Section 305 of the Budget and Accounting Act of
10 June 1921, 42 Stat 24.

(i) 31 USC 3727, Assignnent of d ains.

(j) PL 85-480, approved 2 July 1918 to authorize the Chief
of Engi neers to publish information, panphlets, maps, brochures
and other material.

(k) Davis-Bacon Act or the Work Hours Act of 1962,
PL 87-581.

(1) Flood Control Act of 28 June 1938, as anended.

(m PL 90-616; 82 Stat 1212, Federal Enployees, U S. dains
for overpaynent.

(n) Section 601 of the Econony Act, 31 USC 1535.

(o) Section 14, River and Harbor Act, 3 March 1899,
30 Stat 1152, 33 USC 480.

Section 205 of 1948 Fl ood Control Act, as anended by
PL 84- 685.

(gq) Section 107, 1960 River and Harbor Act.

(r) Section 2, 1937 Flood Control Act, as anended by Section
208 of 1954 Fl ood Control Act.

(s) Section 14, 1946, Flood Control Act.
(t) PL 88-578, Land and Water Conservation Fund Act.
(u) Water Supply Act of 1958.

(v) 55 Stat 375, 31 USC 3325, Act approved
29 Decenber 1941

(w) 31 USC 3526, Settlenment of Accounts.
(x) RS 3646, as anended 31 USC 3331, Substitute checks.
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(y) Section 1, PL 84-365, approved 11 August 1955.

(z) PL 83-566, Watershed Protection and Fl ood Prevention
Act .

(aa) PL 84-984, Smuall Reclamation Project Act of 1956.

(bb) PL 89-298, Section 214, Public Wrks Project,
Construction and Repair.

(cc) PL 78-534, Flood Control Act, Section 4.
(dd) PL 78-534, Flood Control Act, Section 7.
(ee) PL 90-542, WId and Scenic Rivers Act.

(ff) PL 93-288, Disaster Relief Act of 1974.

(gg) PL 84-99, Flood Energency Wrk, appropriation
authority.

(hh) P.L. 104-106, Information Technol ogy Managenent Act.

1-5. Corps Financial Managenent. The Corps will establish and
mai ntain a system of financial nanagenent that ensures prudent
utilization of funds, a system of cost accounting that conplies
with CGenerally Accepted Accounting Principles (GAAP), Federa
Accounting Standards Advi sory Board (FASAB) statenents, and
Depart nent of Defense financial regulations.

a. Objectives of the Corps automated financi al managenent
system Corps activities involve a wide range of functions and
present diverse financial managenment requirenents. Follow ng are
obj ectives and characteristics of the overall automated fi nanci al
syst em

(1) To provide for an efficient accumul ation, recordi ng and
reporting of all financial transactions.

(2) To conmply with the Federal Accounting Standards Advisory
Board statenents and Generally Accepted Accounting Principles and
rel ated requirenents.

(3) To provide effective control over and accountability for
all funds, property, and other assets for which the Corps is
responsi bl e and appropriate internal controls to prevent errors
and fraud.
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(4) To conply with the basic functions and internal controls
described in DFAS-IN 37-1. The internal control review nust be
conpleted in accordance wth the USACE managenent control plan
and will be verified during HQUSACE Comrand | nspecti ons.

(5 To ensure data integrity that produces reliable results
that serve as the basis for the annual CFO audit preparation and
support of Corps budget requests, control and execution of
budgets, and for providing financial data required by OSD, QVB,
GAO, the Congress, and the public.

(6) To integrate accounting and reporting that achieves
the requirenents of the Treasury Departnent.

(7) To provide for the separation of duties for financial
transactions and proper assignnent of authority and
responsi bility.

b. Characteristics of the accounting system as inpl enented
in the Corps’ autonmated financial managenent system

(1) Accounts are naintained on an accrual basis of
accounting (Ch. 4).

(2) The systemis aligned with the basic principle of
del egation of authority and responsibility. The responsibility
for preparing source docunents is assigned to the sane
organi zati onal elenent as that which has del egated authority to
obligate funds, adm nister activities, and enter transactions
into the system

(3) The Corps has one authorized system of Accounting. It
is the systemof original entry and financial record. Accounts
are maintained in the Corps automated financi al managenent
system or as otherw se authorized by this regulation. The
ability to generate reports is nade available to the individuals
responsi ble for the prograns within the financial system

(4) Accounts are kept on the double-entry basis. The United
States Standard General Ledger is maintained as the system of
general and subsidiary |edgers within the Corps financial
managenent system All financial transactions are recorded in
detail and/or sunmmary, as appropriate wthin USACE

(5) The accounting systemis designed to prevent the over-
obl i gation of funds, which would I ead to potential violations of
the Anti-Deficiency Act.

(6) Cost accounts for the power production function of
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mul ti pl e purpose projects are naintained in a manner to be
readily convertible to accounts required for reporting to the
Power WMarketing Agenci es.

(7) Provides for the needs of Corps nmanagenent, and is
structured to neet the upward reporting requirenents of OSD, QOVB,
Treasury Departnent, and the Congress. The system al so supports
the requirenents of the Planning, Programm ng, Budgeting System
(PPBS).

(8) Distinguishes between capital and revenue expenditures,
charging the latter to current operations and the forner to asset
accounts. Both types of expenditures reduce the bal ance of
avai |l abl e funds. Under this procedure, expenditures nmade for
capital assets that are used in connection with the activities of
the Revol ving Fund or in connection with project revenue
produci ng activities are eventually included in project operating
costs in the form of depreciation.

c. Common C assifications. Comon classifications are
initiated at the planning stage of the managenent cycle with an
obj ective of providing consistent financial data for |ong-range
progranms. They provide a capability for annual budget
presentation for review and decision by the Chief of Engineers
and the Assistant Secretary of the Arny for Cvil Wrks; and for
t he use of the operating managers. Common classifications
associated with costs and related units of output permt the
eval uati on of performance agai nst plans at all |evels of
managenent, and assist in the fornulation and execution of
budgets. Comon cl assifications are designed to enhance the
saf eguardi ng of funds, property, and other resources for which a
primary operating unit 1s responsible.

d. Financial Managenent Controls. The Corps financial
managenment systemis based upon a series of internal and externa
control mechani sns. Control mechani sns include autonated
financial system and programmtic controls that are suppl enent ed
wi th prudent judgenment from nanagenent. Sone exanpl es of
financial controls are funds control, managenment reviews,
internal reviews, and external reviews.

e. Standard Forns. The Corps financial managenent systemis
integrated with nultiple tables containing governnent standard
forms required for generating financial information as |isted
bel ow. Forns not provided in the financial nanagenent system
nmust be published in DoD 7750. 7-L, AR 25-30 or at
http://ww. usace.arny. ml/inet/usace-docs/forns/ep253-1. ht m.

f. Document Transmttal . Docunment transmittals wll
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acconpany hard copy docunentation submtted for paynent
processi ng to USACE Fi nance Center.

g. Charts of General Ledger Accounts.

(1) The general |edger is designed so that any and all types
of appropriations and funds are accounted for and separate tria
bal ances are taken for each appropriation. The account structure
represents an integrated system of budgetary and proprietary
accounts. Subsidiary |edgers are naintained and reconciled to
general |edger accounts. By use of data recorded in the genera
| edger accounts and supporting records, the requirenents for
regul ar reports prescribed by OSD, OMB, Treasury, and the Federal
Energy Regul atory Conmmi ssion are readily net.

(2) United States Governnent Standard General Ledger. The
followng site contains a listing of the US Governnent Standard
General Ledger accounts and definitions:

http://ww. frs. treas. gov/ussgl /i ndex. ht m

(3) The Ceneral Ledger may be found in the Corps financi al
managenment system ( GLCNVM.).

1-6. I nternal Contr ol

a. Policy. The Corps will maintain adequate systens
of internal controls that achieve the intent of managenent,
saf eguard governnent assets, and prevent fraud, waste and abuse.

b. Corps systens of internal control wll:

(1) Ensure proper authorization of transactions and
activities and provide appropriate segregation of duties. An
exanple is to assign different people the responsibility of
aut hori zing transactions, recording transactions, and maintaining
cust ody of assets.

(2) Restrict obligations and costs to a mninmum consi stent
with efficiently and effectively carrying out the purposes for
whi ch the agency exists, within the limts of congressiona
appropriations and ot her authorizations and restrictions.

(3) Provide adequate safeguards from access to and use of
assets to prevent waste, loss, or inproper or unwarranted use.

(4) Assure that all revenues applicable to agency assets or
operations are collected and properly accounted for.
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(5) Assure the accuracy and reliability of financial,
statistical, and other reports (both financial and non-
financial).

ternal Control Objectives. The objectives of interna

c. |
in the Corps are achi eved by:

n
control in
(1) Carefully planning the organizational structure that
provi des for the proper assignnent of responsibility anong
organi zati onal units and between individuals so as to establish
the necessary del egation of authority and definition of duties.

(2) Segregating responsibility for duties and functions
bet ween the authorization of the transaction, performnce,
recor dkeepi ng, custody of resources, and review. This provides
i nternal checks on performance and m ni m zes opportunities for
carryi ng out unauthorized or fraudul ent or other irregular acts.

(3) Advance planning designed to determne and justify
requi renents for financial, property, and personnel resources and
to carry out operations efficiently and economnically.

(4) Establishing procedures that provide for the
saf eguardi ng of funds, property and other resources and prevent
m suse, unwarranted waste or deterioration, destruction, or
m sappropri ation.

(5) Proper execution of procedures prescribed by
managemnment after careful consideration of the objective to be
acconpl i shed.

(6) Assigning responsibility and ensuring that each enpl oyee
is held accountable for their actions. Additionally, fostering
a proper awareness on the part of each enpl oyee of the inportance
of faithful, honest, and efficient performance of individually
assigned responsibilities.

(7) WMaking provision for nmonitoring the effectiveness of
prescri bed procedures by those responsible for protecting the
Government’s interests, and review and examn nati on by independent
internal review reporting through the Departnent of the Arny.

d. Segregation of Duties. Responsibility for assigned
duties and functions will be segregated between the authorization
of the transaction, performance, recordkeeping, custody of
resources, and review to provide a system of checks and bal ances
on performance and m ni m ze unaut hori zed or i nproper acts.
Particul ar enphasis will be accorded the foll ow ng:
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(1) Enployees collecting revenues will not maintain or be in
a position to adjust the related accounting records.

(2) Enpl oyees responsible for the maintenance of accounting
records do not have authority to nmake entries to wite off
accounts receivable, property, or other assets unless so directed
in witing by those hol ding such authority.

(3) Enpl oyees responsible for purchasing property will not
keep rel ated financial records or have sole authority to approve
the transfers, sale, or other disposition of property.

(4) Enployees responsible for custody or accountability of
property will not be relied upon exclusively to take physica
i nventories.

(5) Enpl oyees responsi ble for purchases will not receive
i nvoi ces directly fromvendors, or the accounting copy of
receiving reports directly from consi gnees. The only exception to
this policy is the credit card hol ders.

1-7. Revisions. The Finance and Accounting Policy D vision,
Directorate of Resource Managenent, is responsible for
mai ntai ning this regulation. Revisions nay beconme necessary
because of changed, unusual, or special conditions. Proposed
changes will be submitted for consideration to HQUSACE, ATTN.
CERMF, 441 G Street N.W, Washington, DC 20314-1000.
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