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ACCOUNTI NG PRI NCI PLES AND STANDARDS HANDBOOK

CHAPTER 3. LEGAL AND REGULATORY REQUI REMENTS

Section 1.0 WMjor Legislation Affecting Accounting and Fi nanci al

Managenent

.01 Governing Legislation

a.

el Flnancltal Ofircers Act of 1990 (P.L. I0I-5/6 (31
U.S.C. Sec. 501, et seq.))

This Act established a Chief Financial O ficer (CFO of
the United States within the O fice of Managenent and
Budget (OVMB) and a CFO in each executive Departnment. The
| egislation requires the CFO to devel op and nmai ntain an

i nt egr at ed agency accounting and financial managenent
system including financial reporting and internal
controls which provides for (l)conplete, reliable,
consistent, and tinely information which are prepared on a
uni form basis and is responsive to the financi al

i nformati on needs of the agency managenent; (ii) the
devel opnent and reporting of cost information; (iii) the
i ntegration of accounting and budgeting information; and
(iv) the systematic neasurenment of performance. The

| egislation requires an annual five (5)year financial
managenent plan from each agency. The legislation also
requires that agencies submt audited financial statenents
on each revolving fund, trust fund, and substanti al
comrercial function. The statenents will be audited
according to generally accepted Governnment auditing
standards by the Inspector General or by an independent
external auditor (see Reference A).

The Secretary of Commerce has designated the Assistant
Secretary for Adm nistration as the Chief Financial
O ficer.

he Governnent Pertormance and Results Act of 1995 (P.L.

103-62 (5 U.S.C. Sec. 306) (31 U.S.C. Secs 1115-1119) (39

U. S. C. 2801- 2805)

The purpose of the Act is to inprove the confidence of the
American people in the capability of the Federal
Governnment, by systematically hol ding Federal agencies
account able for achieving programresults. The Act
requires agencies to initiate program performance reforns
with a series of pilot projects in setting program goals,
and measuring program performance agai nst those goals, and
reporting publicly on their progress. Under the Act
agenci es nust inmprove Federal program effectiveness and
public accountability by pronoting a new focus on results,
service quality, and custonmer satisfaction. The Act
requires that Federal nmnagers inprove service delivery,


http://www.gao.gov/policy/12_19_4.pdf
http://www.whitehouse.gov/OMB/mgmt-gpra/gplaw2m.html
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by requiring that they plan to nmeet program objectives and
by giving theminformation about programresults and
service quality. Under the Act, Federal nmnagers mnust
provi de to congressional decision nakers objective
information on the relative effectiveness and efficiency
of Federal prograns and spendi ng.

The Act establishes requirenments for strategic plans,
annual performance plans and reports, manageri al
accountability and flexibility, pilot projects and
training.

1 US C 101 )

The Act requires that the head of each executive agency
submt an audited financial statement to the Director of
the OFfice of Managenent and Budget each fiscal year. The
financial statement nust reflect the results of operations
and cover all accounts and associated activity of each

of fice, bureau and activity of the agency. The Act al so
requi res an annual Governnmentw de financial statenent that
contains the results of operations of the executive
branch.

Federal Financial Managenent | nprovement Act of 1996 (P.L.
104- 208 (31 U.S.C. Sec. 801. et seq.))

This Act codifies certain financial managenent policies
and audit procedures established by the Executive Branch.
The | egi slation requires that each agency inplenent and
mai ntai n financial management systens that conply with
Federal Financial managenent systens requirenents,
appl i cabl e Federal accounting standards, and the United
St at es Governnent Standard CGeneral Ledger at the
transaction level. |In addition, auditors of an agency=s
financial statenments are required to report on conpliance
with the basic requirenents of the Act, and for agency
heads and agency nanagenent to correct deficiencies within
a certain period of time (see Reference S).

Budget and Accounting Procedures Act of 1950, as anended
[(31 U.S.C. Secs. 3511-3515, 3521 (64 Stat. 832))

This Act directs the Conptroller General of the United
States to prescribe the principles, standards, and rel ated
requi renents for accounting to be observed by executive
agencies after consulting with the Secretary of the
Treasury and the Director of OvVB. Pursuant to the Act,

t he head of each executive agency has the responsibility
for establishing and maintaining adequate systens of
accounting and internal control, and preparing audited
financial statenments of agency revolving and trust funds
and other activities which involve substantial comerci al
functions. The use of accrual accounting, cost-based


http://www.osec.doc.gov/ofm/acctg/gmra.htm
http://www.osec.doc.gov/ofm/acctg/ffmia.htm
http://uscode.house.gov/download/31c35.doc
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budgeti ng, consistent classification, sinplifications of
al l otment structure, and adequate control of property is
required to establish and mai ntain adequate systens of
accounting and internal control. Furthernore, accrual
accounti ng enhances the ability of agencies to execute
cost - based budgeting (see Reference B).

[Budget and Accounting Act of 1921, as anmended, (31 U.S.C.
Secs. 701 et seq., 1101 et seq.)

This Act is considered the major |egislation governing
accounting in the Federal Governnment. The Act is also the
enabling and descriptive |egislation dealing with GAO and
its general powers and duties (see Reference C).

.02 Budget Contr ol

a.

C.

he Anti-Deficiency Act (31 U S. C. Sec. 1341 (31 U S. C.
Secs. 1341, 1342, 1349-1351, 1511 et seqg.))--The portion
of the Budget and Accounting Procedures Act of 1950, as
anmended by the Bal anced Budget and Energency Deficit
Control Act of 1985, which prohibits obligating or
expendi ng nore than authorized ceilings, including funds
to be sequestered (see Reference D)

The Suppl enental Appropriations Act of 1955 (31 U.S. C.

Secs. 1108, 1501-1502) provides that an obligation is only

enforceaple when It Is In witirng, that the purpose 1s to
avoi d i nappropriate spendi ng based on oral obligations;
and, that the balance of an appropriation limted to a
definite period is available only for paynent of expenses
incurred during that period (see Reference E).

Elosing Accounts (31 U . S. C _Secs. 1551-155/7) |prescribes

procedures to be followed in closing appropriation
accounts available for definite periods of time. It
establishes the availability of appropriation accounts to
pay obligations. The |aw addresses the audit, control,
and reporting requirenents that remain applicable to that
account after the end of the period of availability for
obligation (see Reference F). Also see G ossary for
detail ed definitions on expired accounts.

.03 Business-like Activities and Practices

a.

[fe—EcomonyAct of 1932 (31 U—S-C—SEeC. 1I535J] prescribes
the rutes ror _thne purcnase of _supprtes, equrpment, or
service by one Federal Governnent bureau or departnent
from anot her Federal Governnment bureau or departnent.(see
Ref erence Q).

Title V of the I ndependent Office Appropriations Act of
1952 (31 U.S.C. Sec. 9701) authorizes Federal agencies to
assess charges or fees fTor Governneni services and for the



http://uscode.house.gov/download/31c7.doc
http://www.dol.gov/oasam/regs/statutes/antidef.htm
http://uscode.house.gov/download/31c11.doc
http://uscode.house.gov/download/31c15.doc
http://uscode.house.gov/download/31c15.doc
http://uscode.house.gov/download/31c97.doc
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sal e or use of Governnent property or resources. The Act
requires that fees charged shall be fair and equitable,
taking into consideration direct and indirect cost to the
Governnment, value to the recipient, public policy or

i nterest served, and other pertinent facts. Any anpunt
coll ected shall be paid into the Treasury as m scel |l aneous
recei pts (see Reference H).

R 921215 U—SC—SEeTs.
16525 1526 _and 1527)) The [ aw authorizes Conmmerce to
make special studies on matters within its authority.
Speci al conpilations, lists, bulletins, or reports nmay be
prepared upon paynent of the actual or estimated cost of
the special work. The law further provides that Comerce
may engage in joint projects, or perform services, on
matters of mutual interest with non-profit, research, or
public organi zati ons and agenci es provided that cost are
equi tably apportioned (see Reference |).

c. Pronpt Paynent Act of 1982 (31 U . S.C. Secs. 3901 et sed.
P.L. 97-452 calls for paynent of bills not later than
ue dates based on the recelpt ol proper rnvorces and
sati sfactory performance, as well as paynent of any
interest penalties. The Act also encourages the taking of
cash di scounts when determ ned to be economcally
beneficial (see Reference J).

d |Federal Clainms Collection Act of 1966 (31 U.S.C. Secs.

Regul ations, Title 4, Chapter |1, Parts 101-105)
prescri bes procedures for the foll ow up of clainms against
t hose who owe the Federal Governnent noney, including
ampunts owed as a result of audit foll ow ups (see

Ref erence L).

e pebt Collection Act of 1982 (P.L. 97-365 (31 U.S. C Secs.

efficiency of Governnment-wi de efforts to collect debts
owed the United States and provides additional procedures
for the collection of debts owed the United States (see
Ref erence K).

f [Cash Managenent | nprovenent Act of 1990 (P.L. 101-453) as
Anended by the Cash Managenent | nprovenent Act of

992 (P. L. 102-589) was passed to inprove the transfer of

Federal funds between the Federal Governnment and the
States, territories, and the District of Colunbia. The
mai n objective is to mnimze the time of transfer of
funds and the payout for program purpose.

g [Federal Credit Reform Act of 1990 (P.L. 101-508, as
lanended by 2 U S C _Sec. 661, et seqd. ) enacted for the

pur poses of neasuring nore accurately the costs of Federal
credit prograns. The Act places the cost of credit



http://uscode.house.gov/download/15c15.doc
http://www.fms.treas.gov/prompt/index.html
http://uscode.house.gov/download/31c37.doc
http://thomas.loc.gov/cgi-bin/bdquery/z?d097:HR04613:@@@L|TOM:/bss/d097query.html|#summary
http://www.fms.treas.gov/cmia/index.html
http://www.fms.treas.gov/ussgl/creditreform/index.html
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prograns on a budgetary basis, requires cal cul ati on of
subsidy el ements of credit prograns, encourages nore cost
effective delivery of benefits to beneficiaries, and seeks
to inprove allocation of limted financial resources anong
credit and ot her spending prograns (see Reference M.

h. Pebt Collection Inprovenent Act of 1996 (P. L. 104-134 (31
. S. C.__Secs. 3701, 3322 3716, et seq. enhances debt

coll ection Governnent-w de, mandates the use of electronic
funds transfer (EFT) for Federal paynents, allows Federal
Reserve Bank Treasury Check O fset, and provides funding
for the Check Forgery Insurance Fund. This |aw provides

t hat any non-tax debt or claimowed to the United States

t hat has been delinquent for nore than 180 days shall be

turned over to the Secretary of Treasury for appropriate
action.

.04 Internal Controls

a. [Federal Managers' Financial Integrity Act of 1982 (P.L.
97-255 (31 U.S.C. Secs. 1105, 1106, 1108, 1113, 3512
amends Sectlon of the Accounting an uditing Act o
1950 as to requirenents for the performance of reviews of
the systens of internal controls and the annual issuances
of a statenment (report) as to the adequacy of the agency's
internal controls to the President and Congress. This Act
al so anends the Budget and Accounting Act of 1921 (see
Ref erence N).

b. |[Federal Property and Adm nistrative Services Act of 1949,
(40 U.S.C. _Sec. 483) requires each executive agency to
mai nt ai n adequate 1 nventory controls and accountability
systems for the property under its control (see

Ref erence O).

As noted above, the Reference section of the Handbook provides
copies of the particular statute, or where appropriate, pertinent
sections of the statute dealing with accounting requirenents.

Al t hough the O fice of Financial Managenent will attenpt to keep
the material on accounting-related statutes current, these
statutes are continuously anmended. Bureau accounting and finance
officials are therefore encouraged to reference the nost recent

Act through their legal counsel's office or the Departnental Law
Li brary.

Section 2.0 Regul atory Requirenents

Legi sl ation affecting accounting and financial managenent
general ly assigns oversight responsibilities, in whole or in
part, to one or nore central agencies, e.g., GAO, OWB, Treasury,
etc. In addition to oversight responsibilities, these agencies
must frequently publish directives under the statute to inplenent
the requirements of the legislation. These directives, in the
form of specific regulatory requirenments, are cited under the



http://www.fms.treas.gov/debt/dmdcia.pdf
http://uscode.house.gov/download/31c11.doc
http://uscode.house.gov/download/40c10.doc
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appropriate "authority"” section of each chapter of the Handbook
They are also |isted separately at the end of the Handbook in
t he Bi bliography section.

In October 1991, the Conptroller General, the Secretary of the
Treasury, and the Director of OVMB (the JFM P principals) agreed
to establish the Federal Accounting Standards Advi sory Board
(FASAB). FASAB's purpose is to consider and recommend accounti ng
princi pl es, standards, and requirenents to GAO, Treasury, and
OvB. The JFM P principals will decide upon new principles,
standards, and requirenents after considering FASAB' s
recommendati ons. The Conptroller General and the Director of OVB
wi Il each publish the principles, standards, and requirenments.

The follow ng hierarchy shall constitute generally accepted
accounting principles for the Federal Government (FED GAAP):

1. I ndi vi dual standards agreed to by the Director of
OwvB, the Conptroller General, and the Secretary of
the Treasury and published by OVB and t he Gener al
Accounting O fice.

2. Interpretations related to Statenents of Federal
Fi nanci al Accounting Standards (SFFASs) issued by OVB
in accordance with the procedures outlined in OVB
rcul ar A- 134, "Financl al Accountrng Principles aﬁﬁ]
t andar ds. "

3. Requi renments contained in OVB's Form and Cont ent
Bulletin in effect for the period covered by the
financial statenents.

4. Accounting principles published by other
authoritative standard-setting bodi es and ot her
authoritative sources (a) in the absence of other
gui dance in the first three parts of this hierarchy,
and (b) if the use of such accounting principles
i nproves the neani ngful ness of the financi al
st at ement s.

Al t hough Title 2 of GAO s Policy and Procedures Manual for the
Gui dance of Federal Agencies is not specifically nmentioned in the
above hierarchy, it is included in the fourth |evel of authority,
as an "other authoritative standard-setting body."™ Moreover, the
Handbook was based substantially upon Title 2. Accordingly, Title
2 is considered a proper reference for accounting principles and
standards where it does not conflict with guidance provided for
in the first three |levels of the accounting hierarchy.


http://www.whitehouse.gov/OMB/circulars/a134/a134.html

