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Summary of Changes

Consolidates requirements previously included in four separate sections (old sections 25, 27, 50
and 70).

25.1 Does Part 2 apply to me?

By law (31 U.S.C. 1104), the President’s budget must include information on all agencies of all three
branches of the Federal government. Therefore, the instructions in Part 2 generally apply to all
government agencies. In addition, these instructions apply to the District of Columbia, which must
submit information in support of Federal payments to the District. = OMB includes the information
submitted by certain agencies in the budget without change (see below). In addition, Government-
sponsored enterprises (GSEs) submit some of the information required of Government agencies on a
comparable basis, and OMB includes it in the budget for information purposes (see section 25.6).

If your agency appears in the following list, it isn’t subject to executive branch review by law or custom.
That means that the requirements for the initial submission (see section 25.5) don’t apply to you.
However, you do need to submit the information required for inclusion in the budget database and
documents (see section 25.6), which OMB includes in the budget without revision.

e Legislative Branch agencies.
e Judicial Branch agencies.
e Executive Branch agencies, as follows:
» Milk Market Assessment Fund, USDA.

» International Trade Commission.
» Board of Governors of the Federal Reserve System.

e Government-sponsored enterprises, as follows:

Student Loan Marketing Association.
Federal National Mortgage Association.
Federal Home Loan Mortgage Corporation.
Banks for cooperatives.

Agriculture credit banks.

v v v v Vv
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Farm credit banks.

Federal Agricultural Mortgage Corporation.
Federal home loan banks.

Financing Corporation.

Resolution Funding Corporation.

v v v v Vv

Contact your OMB representative if you have questions about the applicability of these instructions.

25.2  How do I get an exception from the requirements in Part 2?

For the sake of comparability among the budget data and presentations, OMB doesn’t grant many
exceptions to the specific requirements in this Part. However, if you believe special circumstances
warrant an exception in your case, submit a written request detailing the circumstances and the specific
exception needed to your OMB representative by August 1. If OMB approves the exception, it is valid
only for one budget.

25.3  For what items do I need advance approval?

You must get advance approval from your OMB representative for the items shown in the table below.
See the cited section for specific guidance.

Item See section... Timing
(1) Form and content of justification materials. 51.2 Prior to initial submission.
(2) Program activity structure in the program and 82.2 By October 1.

financing schedule.

(3) Changes in functional classifications. 71.4.79.1,79.3 By October 1.

(4) Changes in receipt account classification. 71.4.79.1,79.3 By October 1.

(5) Changes in budget account structure (new 71.4,79.1,79.3 Prior to October 1, or as soon as
accounts, merged accounts, changes in possible thereafter for changes
account titles, etc.) dependent on congressional action or

other circumstances beyond agency
control.

25.4  When do I submit information to OMB?

You generally submit information in two stages, although your OMB representative will work with you to
determine specific timing requirements:

(1) As part of your initial budget submission. This stage includes the information and materials
supporting your budget request you normally submit to OMB in September, at the beginning of the
OMB Presidential decision-making process.

(2) After passback. Usually beginning in late November, this stage includes MAX computer data,
print materials, and additional information used to prepare the budget documents and supporting
database. Also, you may need to revise and resubmit some materials included in the initial
submission to reflect the effects of final decisions.
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Executive branch agencies subject to executive branch review (see section 25.1) and the District of
Columbia must provide their budget justifications and other initial submission materials to OMB by
September 9. Agencies that are not subject to Executive Branch review (see section 25.1) do not make
initial submissions.

Your OMB representative will provide deadlines for the materials required after passback. Agencies that
are not subject to Executive Branch review need to submit information for inclusion in the budget
documents and the budget database.

In the following sections, we tell you more about each stage, including the timing of submissions, the
items required, the criteria for determining whether the item applies to your agency, and where to find
more detailed guidance on the item.

25.5 What do I include in the initial submission?

You should include the budget justification and other materials described below in Table 1. This applies
to all agencies (except as noted in section 25.1).

In addition, if the criterion listed in the first column of Table 2 applies to you, include the information
described in the second column.

The right-hand column of both tables tells you where to find more detailed guidance on the requirement.
In addition to the information specified in the tables, your OMB representative may require you to include
other materials in your initial submission (for example, information about your budget request by account
and by Budget Enforcement Act category).

TABLE 1: CONTENTS OF INITIAL SUBMISSION—ALL AGENCIES'

Include these items... See section...
Summary and highlight statement 51.1
Justification materials 51.2-51.11

1 . . . . . .
Excluding agencies not subject to Executive Branch review (see section 25.1).

TABLE 2: CONTENTS OF INITIAL SUBMISSION—CERTAIN AGENCIES'

If your agency... Then include this... See section..

Is covered by the Chief Financial Officers Act ¢ Financial management budget 32
justification; and

e Report on resources for financial
management activities >

e Report on material weaknesses and
noncomformances

Is not covered by the Chief Financial Officers Act e Brief summary of your financial
management plan
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TABLE 2: CONTENTS OF INITIAL SUBMISSION—CERTAIN AGENCIES'

If your agency...

Then include this...

See section..

e Report on material weaknesses and

nonconformances
Has motor vehicles Motor vehicle fleet report 33.9
Is requesting IT funding via a Capital Asset Plan Report on information technology > 53
or has budget authority of $500,000 or more for
financial management systems
Has credit liquidating accounts with unobligated Justification of unobligated balances in 51.12.185.3
balances that carry over into the current year liquidating accounts
Has geospatial data acquisitions greater than $1 Information on geospatial data acquisitions 51.13
million
Controls its federally-owned building space or Information on funds for energy efficiency 55
directly pays the utilities on its leased space management
Operates a Federal fleet of 20 or more light duty Information on funds for transportation 55
motor vehicles efficiency management
Has budget authority or outlays for drug programs Information on drug control programs 2 56
greater than $500,000 in any year
Is listed in exhibit 57B Information on erroneous payments 57
Has overseas employees under Chief of Mission Information on overseas staffing 58
authority
Is subject to GPRA requirements Initial annual performance plan Part 6
Has major capital acquisitions Capital asset plan and business case’ 300
Has financial or physical assets Information on asset management 800

! Excluding agencies not subject to Executive Branch review (see section 25.1).

% If final decisions require changes to this information, revised materials must be submitted (see section 100.1).

25.6 What do I submit after passback?

(a) Overview.

After the President has considered the estimates and made his decisions, you will be notified. You submit

three types of information after passback, as explained in more detail in the following sections:

o  MAX computer data, submitted through the MAX budget data system (see sections 79-86).
e  Print materials, which OMB uses to prepare parts of the budget Appendix (see sections 95-97).

e Additional information, which OMB uses for analytical and other special purposes (see section

100).

If the decisions affect other budget accounts (such as the amount of transfers), you need to coordinate

these changes with whomever is responsible for the budget submission of those other accounts.

Section 254
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When you are informed of the President’s decisions, your agency head will determine the best and most
appropriate distribution of amounts that have been left flexible.

This Circular does not address the process by which you appeal passback decisions. We issue separate
guidance on the appeals process at the time of passback.
(b) Timing.

Passback usually occurs around the end of November. At that time, your OMB representative will give
you deadlines for providing the information described below. These deadlines are based on the very tight
schedule that OMB must maintain in order to transmit the budget on time. In order to meet the deadlines,
you must begin providing the required information based on passback decisions. Don’t wait until you've
resolved appeals. Appeals generally affect very little of the information you submit, and you will have an
opportunity to change the information as necessary to reflect the appeal resolution. Unless your OMB
representative agrees, don’t submit information that assumes an appeal resolution different from passback.
When an appeal results in changes to passback decisions, the changes often differ from the agency
proposal.

(c) MAX computer data.

You must submit the MAX computer data described below in the Table 3 for each applicable budget
account. In addition, if the criterion listed in the first column of Table 4 applies to you, submit the data
described in the second column for each applicable budget account. In both tables, we indicate the MAX
data section or sections involved and tell you where to find guidance on the requirement.

TABLE 3: MAX COMPUTER DATA—ALL AGENCIES *

Submit for each applicable account... 18\;[}1; )(ilﬁ:.t.a See section..
Estimates of budget authority and outlays A,S 81

Program and financing schedules P 82

Object classification schedules (0] 83

Personnel summary Q 86.1
Character classification data, including R&D data (such as, crosscuts, C 84

technology transfers)

*Including agencies not subject to Executive Branch review. Federal Reserve Board submits data for sections A, P, and O only. Nothing
in this table applies to GSEs.

TABLE 4: MAX COMPUTER DATA—CERTAIN AGENCIES '

Then submit this for each

. Which is MAX .
If your agency has... applicable budget data schedule... See section...
account...
Receipt accounts Receipt estimates Kand R 81
Credit liquidating or financing accounts; Statement of operation and  E and F 86.2
or non-credit revolving funds that balance sheet
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TABLE 4: MAX COMPUTER DATA—CERTAIN AGENCIES '*

If your agency has...

Then submit this for each
applicable budget
account...

Which is MAX

data schedule... See section...

conduct business-type activities (as
determined by OMB), including GSE’s.

Appropriations language requests for the =~ Budget year appropriations T 86.4
budget year requests in thousands

Major trust funds and certain other Status of funds J 86.5
accounts (as determined by OMB)

Unavailable special or trust fund receipts  Data on unavailable N 86.
or offsetting collections collections

Contract authority Status of contract authority 1 86.7
Credit programs Federal credit data G,H, U andY 185

" Including agencies not subject to Executive Branch review. GSEs submit data for schedules E, F, G, H only. Nothing in

this table applies to the Federal Reserve Board.

2 DOD-Military submits budget plan (MAX schedule D), see section 86.3.

(d) Print materials.

Print materials include these items printed in the Budget Appendix:

e Appropriations language. You must submit language for each account for which appropriations
or limitation language was enacted in the CY or is proposed in the CY or BY, including
supplemental appropriations requests. You must also submit any general provisions that pertain to

you (see section 96).

e Narrative statements, footnotes, and tables.

You must provide a narrative statement for each

account with activity in the current or budget year, and separate statements for supplemental
requests, rescission proposals, and items proposed for later transmittal. You may be required to
provide tables and footnotes that aren’t generated by MAX under certain circumstances (see

section 97).

(e) Additional materials.

If the criterion listed in the first column of Table 5 applies to you, submit the additional materials
described in the second column. The right-hand column tells you where to find guidance on the

requirement.

Section 25-6
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TABLE 5: ADDITIONAL MATERIALS—CERTAIN AGENCIES

If your agency... Then submit this... See section...

Has budget authority or outlay Materials in support of baseline estimates 100.2
differences of $50 million or more

between current year and budget year

baseline estimates

Has major formula grants to State or Information on grants to State and local 100.3
local governments governments

Operates at least 300 motor vehicles Information on motor vehicles 100.4
Has obligations for relocation expenses Information on relocation expenses 100.5
for PY through BY

Had expenditures for official Information on international travel 100.6

international travel in the PY

Has credit programs Development of risk categories 185.3
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30.1
30.2
30.3
30.4
30.5

Emphasizes that agencies should use existing personnel to the maximum extent as part of their
strategy to meet the President’s Management Agenda (section 30.4).

Clarifies the guidance on making unit cost comparisons (section 30.5).
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Summary of Changes

30.1 What should be the basis for my proposals?

Your proposals should result from a comprehensive system that integrates analysis, planning, evaluation,
and budgeting. They should reflect:

e The policies of the President, including full implementation of the President's Management
Agenda;

e Guidance provided by OMB, including that contained in spring guidance memoranda sent to the
heads of agencies in April 2002, which include guidance on:

4

The National Strategy for Homeland Security;

Budget and performance integration management initiatives (including effectiveness ratings
for approximately 20 percent of your programs);

The President's Management Agenda;
Funding guidance (within the amount that was included in the 2003 Budget for your agency);

Evaluation metrics for several major crosscutting, government-wide functions (if your agency
has programs involved in this effort) and

e The judgment of the agency head regarding the scope, content, performance, and quality of
programs and activities proposed to meet the agency's missions, goals, and objectives.

In developing the estimates, consider the effect that demographic, economic, or other changes can have
on program levels beyond the budget year. Be prepared to discuss the impact that program levels and
changes in methods of program delivery, including advances in technology, will have on program
operations and administration. Also consider the appropriate roles for Federal, State, and local
governments, as well as the private sector, in conducting the covered activities. Involve State and local
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officials in the development of policy and budget priorities and programs with significant State and local
impact. Make sure your estimates are consistent with strategic and annual performance plans.

30.2  Whatis the scope of the policy estimates?

(a) Presidential policy estimates for CY and BY.

(1) Regular annual estimates. Your regular annual estimates must reflect all requirements
anticipated at the time of budget submission, and should cover:

Continuing activities, including those that must be reauthorized for the budget year;
Authorized activities that are proposed for the budget year;

Amounts necessary to meet specific financial liabilities imposed by law; and
Decreases for activities proposed for termination.

(2) Legislative proposals. If you and your OMB representative determine that proposals for new
legislation require a further budget request or result in a change in revenues or outlays, you must
separately identify and provide a tentative forecast of the estimate in your submission. These
proposals must be consistent with the items that appear in your legislative program, as required by
OMB Circular No. A—19.

(3) Supplemental proposals. You should make every effort to conduct your programs within the
amounts appropriated for the current year and to postpone actions that require supplemental
appropriations. OMB will only consider supplemental requests that meet the criteria provided in
section 110. Supplemental requests that are known at the time the budget is prepared and approved
are normally transmitted to Congress with the budget, rather than later as separate transmittals.
However, each case will be decided separately after OMB receives the agency's initial submission
(see section 51.10). OMB representatives will tell you which supplementals will be transmitted with
the budget so you can submit the necessary information.

(b) Presidential policy outyear estimates.

Policy estimates for the nine years following the budget year (BY+1 through BY+9) enable the President
to present the long-term consequences of proposed program or tax policy initiatives. (Baseline estimates,
described in section 80, provide a basis for assessing alternatives, including Presidential policy estimates.)
OMB may centrally calculate outyear policy estimates for discretionary programs with some exceptions.
In this case, you may be asked to identify and justify any deviations from these estimates, by program or
activity, that you believe are warranted.

When you develop outyear policy estimates, they should be consistent with the general policies and
information required for the budget year and indicate the degree to which specific policy decisions made
for the budget year or any subsequent year affect budget authority, outlay, and receipt outyear levels.
Take into consideration changes in spending trends, economic assumptions, and other actions or events
when you prepare estimates of budget authority, outlays, and receipts for BY+1 through BY+9.

30.3 What economic assumptions should I use when I develop estimates?

All budget materials, including those for the outyear policy and baseline estimates, must be consistent
with the economic assumptions provided by OMB. The specific guidance below applies to outyear policy
estimates.

Section 30-2 OMB Circular No. A-11 (2002)
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OMB policy permits consideration of price changes for goods and services as a factor in developing
estimates. However, this does not mean that you should automatically include an allowance for the full
rate of anticipated inflation in your request.

For mandatory programs, reflect the full inflation rate where such an allowance is required by law and
there has been no decision to propose less than required. For discretionary programs, you may include an
allowance for less than the full rate of anticipated inflation or even no allowance for inflation. In many
cases, you must make trade-offs between budgeting increases for inflation versus other increases for
programmatic purposes. Unless OMB determines otherwise, you must prepare your budget requests to
OMB within the budget planning guidance levels provided to you, regardless of the effect of inflation.

Economic assumptions may be revised shortly before final budget decisions are made. These revisions
will not usually result in changes to the previous budget guidance on your agency totals.

Reflect Federal pay raises in your estimates of personnel compensation and benefits (see section

32.2(b)(1)).

You must identify the anticipated price level changes reflected in the financial resources required to
finance each program level in your justification materials (see section 51.3).

30.4 What assumptions should I make about growth in agency workload?

Assume that growth in your agency workload will be offset by productivity. Use personnel currently
funded to the maximum extent in staffing new programs and expansions of existing programs. These
actions should be part of your agency's strategy to meet the President's Management Agenda, and
reflected in the integrated performance plan (sections 31.11, 32.2(a)(1), and 220 ).

30.5 How do I develop unit cost information?

Unit cost is used to make "apples to apples" comparisons between federal programs that have similar
goals. Unit cost should reflect the average cost of the program producing a specific result. The unit cost
should reflect the full cost of producing a result including overhead and other indirect costs. Where
possible, you should separate costs into fixed and variable components so that marginal costs can be
derived in addition to unit costs. Such information will also provide a credible base for projections of
future costs and the need for budgetary resources. Upon request, you must provide both unit cost and
marginal cost information to OMB.

OMB Circular No. A-11 (2002) Section 30-3
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Table of Contents
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31.6 MAX electronic network

31.7  Multi-year appropriations
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Summary of Changes
Drops guidance related to customer service formerly included in section 31.2

Reminds agencies to include resources for environmental management systems in their funding
requests (section 31.2).

31.1 Advance appropriations.

Do not request advance appropriations if the only purpose is to shift budget authority for a program that
would normally be provided in the budget year. For example, if you would normally request budget
authority in the budget year to cover a cohort of obligations for a grant program, even though some of the
obligations will not be incurred until the following fiscal year, you may not request an advance
appropriation of budget authority to cover the obligations expected to be incurred in the following fiscal
year.

31.2 Environmental management.

The OMB/CEQ joint letter of April 1, 2002 applauds those agencies developing and implementing
effective environmental management systems (EMS). Federal agencies should develop and implement
environmental management systems in order to integrate environmental accountability into agency day-
to-day decision-making and long-term planning processes, across all agency missions, activities, and
functions. These efforts must be funded within guidance totals. They should include, but not be limited
to, the following components: initial self-assessments, development of performance measures, policy, and
establishment of management systems.

31.3 Equal opportunity.

OMB Circular No. A-11 (2002) Section 31-1
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Your estimates should reflect the Administration's commitment to programs designed to ensure or
promote equal opportunity regardless of race, color, religion, national origin, sex, disability, or age.
These civil rights activities include the following:

e Implementation of statutes or regulations requiring fair housing.

e Nondiscrimination in federally assisted or conducted programs.

e Equal credit opportunity.

e Full voting rights.

e Civil and Constitutional rights.

e Equal employment opportunity (including nondiscrimination by Federal agencies).

e Efforts to increase Federal contracting and subcontracting opportunities for minorities, women,
and disadvantaged entrepreneurs.

314  Full funding.

Requests for acquisition of capital assets must propose full funding to cover the full costs of the project or
a useful segment of the project, consistent with the policy stated in Section 300.6(b). Specifically,
requests for procurement programs must provide for full funding of the entire cost. In addition, requests
for construction programs must provide for full funding of the complete cost of construction. You should
not submit estimates for construction funds for major construction projects unless planning will reach a
point by the end of the current year that will ensure that a contract for construction could be awarded
during the budget year. Remember that Administration policy and the Antideficiency Act require you to
have sufficient budget authority or other budgetary resources to cover the full amount of unconditional
obligations under any contract.

For policies related to leases of capital assets and lease-purchases, see section 33.4 and Appendix B. For
guidance on budget submissions for capital asset acquisitions, see Part 7 of this Circular. For guidance on
principles and techniques of planning, budgeting, procurement, and management of capital assets, see the
supplement to this Circular, the Capital Programming Guide, which is published separately and available
on the OMB website with this Circular at:

http://www.whitehouse.gov/omb/circulars/index.html.

31.5 Government perquisites.

Your estimates should reflect Administration policy to limit the use of government vehicles, government
aircraft, first class air travel, executive dining facilities, and conferences, in accordance with Presidential
memoranda, dated February 10, 1993.

31.6 MAX electronic network.

For the purpose of cost distribution specified in OMB Circular No. A—130, OMB is the user of MAX.
Accordingly, you are not required to pay for use of the MAX electronic network required by this Circular.

Section 31-2 OMB Circular No. A-11 (2002)
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31.7  Multi-year appropriations.

Consider whether it is appropriate to request appropriations with multi-year availability, particularly for
buildings, equipment, and other types of fixed capital assets, including major ADP and
telecommunications systems, with long acquisition cycles. Where multi-year appropriations requests are
appropriate, you should match the period of availability to the expected length of the acquisition cycle.

31.8 Performance indicators, performance goals, and management improvement.

Your estimates should reflect the Administration's commitment to improve program performance, e-
Government, management integrity and controls, program delivery, and financial management.

e Performance indicators and performance goals. Your estimates should reflect the performance
goals and indicators, including target levels for these goals and indicators, as set out in your
agency’s annual performance plan. In particular, they should reflect any specific guidance on
outcomes and related outputs provided in OMB’s spring guidance memorandum to your agency
(see section 51.7 and Part 6).

o Capital planning and investment control. Your estimates should reflect the Administration's
commitment to IT investments that directly support agency strategic missions, employ an
integrated planning, budgeting, procurement process, are citizen-centered, and are consistent with
the Clinger Cohen Act of 1996, the Paperwork Reduction Act, the Federal Acquisition
Streamlining Act, and OMB Circular A—130, Management of Federal Information Resources (see
also section 53 and Part 7, where applicable).

e FElectronic transactions and electronic recordkeeping.  Your estimates should prioritize and
manage e-Government projects effectively through your agency's capital planning process and
enterprise architecture.  Initiatives should create a citizen-centered electronic presence
(maximizing use of the Internet) and advance an e-Government strategy that includes specific
outcomes to be achieved. Your estimates should reflect the requirements of the Government
Paperwork Elimination Act (GPEA) and OMB's guidance. Under GPEA, all transactions should
have an electronic option and associated electronic recordkeeping by October 2003 if practicable.
The National Archives and Records Administration has issued records management guidance for
agencies implementing electronic signature technologies. The guidance can be found at the
following Internet address:

www.archives.gov/records_management/

e Security. Your estimates should reflect a comprehensive understanding of OMB security policies
and NIST guidance, including compliance with the Government Information Security Reform Act,
and OMB Memorandum No. M—01-08, “Guidance on Implementing the Government Information
Security Reform Act," by:

» Demonstrating that the costs of security controls are understood and are explicitly
incorporated in the life-cycle planning of the overall system, including the additional costs of
employing standards and guidance more stringent than those issued by NIST;

» Demonstrating how the agency ensures that risks are understood and continually assessed;

» Demonstrating how the agency ensures that the security controls are commensurate with the
risk and magnitude of harm;
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» Identifying additional security controls for systems that promote or permit public access, other
externally accessible systems, and those that are interconnected with systems over which
program officials have little or no control;

» Demonstrating how the agency ensures the effective use of security controls and
authentication tools to protect privacy for those systems that promote or permit public access;
and

» Demonstrating how the agency ensures that the handling of personal information is consistent
with relevant government-wide and agency policies.

e Privacy. Your estimates should reflect the Administration’s commitment to privacy and should
include a description of your privacy practices and steps taken to ensure compliance with all OMB
privacy policies.

e Financial systems. Your estimates should reflect plans to achieve a single, agency-wide,
integrated financial management system and CFO plan initiatives. The scope of agency financial
systems activities will include the following:

» Core financial systems, as described in the JFMIP Core Financial System Requirements
Document.

» Financial and mixed systems critical to effective agency-wide financial management, financial
reporting, or financial control.

Sections 52 and 53 describe the materials that must be submitted for agency financial
management systems.

31.9 Performance of commercial activities.

Your estimates should reflect the probable results generated by cost comparisons or other performance
conversions authorized by OMB Circular No. A—76 and its Revised Supplemental Handbook (March
1996), including potential savings that may result from actions taken as a result of the annual review of
the commercial activities inventory required by the Federal Activities Inventory Reform Act (P.L. 105—
270). For activities that assume additional FTE or dollar resources to provide a product or service, submit
a full justification, including a possible recompetition, waiver justification, or determination of workload
increase, as appropriate. To the extent possible, offset additional resource requirements to meet mission
or administrative requirements for in-house performance through savings from these and other efforts to
reduce costs, including savings from conducting cost comparisons on other existing in-house activities,
reinvention savings, privatization, or attrition.

Under the requirements of the Revised Supplemental Handbook, you must justify the following types of
requests for in-house government resources:

e To begin, expand, or enlarge, a government operated activity.
e To convert a contracted activity to in-house performance.
e To provide new or expanded services to another agency on a reimbursable basis.

Except where specifically exempted, all commercial activities are subject to the cost comparison
requirements of Circular No. A—76 and its Supplemental Handbook. This includes the purchase and use
of government aircraft and motor vehicle fleets.
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In accordance with the requirements of OMB Circular No. A—97, you must justify in advance and obtain
the required certification before providing commercial support services to State and local governments.

Performance of commercial activities should be fully consistent with actions taken by the agency to
implement other management reform initiatives, including those addressed in OMB Memorandum M-
01-15, “Performance Goals and Management Initiatives for the FY 2002 Budget”:

e Making greater use of performance-based contracts;

e Expanding the application of on-line procurement;

e Expanding A-76 competitions; and

e Increasing the accuracy of FAIR Act inventories.

Also, the performance of commercial activities should be consistent with your agency’s five-year
workforce restructuring plan (see section 31.11).

31.10 User charges.

Under OMB Circular No. A—25, you must review user charges for your programs at least once every two
years, and you must report the result of the review and any resultant proposals in the Chief Financial
Officers Annual Report required by the Chief Financial Officers Act of 1990 (see section 8(e) of OMB
Circular No. A-25). Develop your estimates in accordance with the full cost recovery policy for user
charges set forth in that Circular. User charges normally should recover the full cost of providing goods or
services to the public. The exception to this rule is when the Government provides goods or services
under business-type conditions, including amounts collected for the use or sale of natural resources; in
such cases, the user charge should be set at the market price.

When you determine full cost recovery, reflect the retirement costs associated with providing the goods or
services. For the Civil Service Retirement System (CSRS) and the Federal Employees' Retirement
System (FERS), estimate costs as specified in section 32.5.

There has been a growth in user charges, and some have been classified by law as offsetting collections or
offsetting receipts when they more appropriately should have been classified as governmental receipts.
Only user charges that arise from business-type transactions should be classified as offsetting collections
or offsetting receipts. User charges are discussed further in section 20.

If you propose new user charges that require authorizing legislation, provide a clear explanation of the
new user charge and the legislation that will be required to authorize it. Include a detailed discussion of
plans for achieving enactment of the legislation and the administrative actions planned for collecting the
charges if the legislation is enacted. Assess the proposal's chances of enactment, taking into account the
likely reaction to the proposal by Congress and the users. Describe the basis for your assessment in
detail. If you believe that the proposal will lack support, explain why you believe the President should
propose it in the budget anyway.

31.11 Workforce planning and restructuring

Agencies must identify the specific organizational changes they are proposing to:

e Reduce the number of managers, reduce organizational layers, and reduce the time it takes to
make decisions.
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e Increase the span of control, and redirect positions within the agency to ensure that the largest
number of employees possible are in direct service delivery positions that interact with citizens
and retrain and/or redeploy employees as part of restructuring efforts.

Your budget submission and performance plan must also identify the specific human resources

management and development objectives and associated resources that support agency accomplishment
of programmatic goals.
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Summary of Changes

Updates information related to calculating the Government's full share of pensions and post-
retirement health benefits for Federal employees (section 32.5).

32.1 What terms do I need to know?

Employee, as defined in 5 U.S.C. 2105, means an officer or individual who is appointed under a
delegated authority, is engaged in the performance of a Federal function, and is subject to the supervision
of an officer or employee of the Federal Government.

Full-time equivalent (FTE) employment means the total number of regular straight-time hours (i.e., not
including overtime or holiday hours) worked by employees divided by the number of compensable hours
applicable to each fiscal year. Annual leave, sick leave, compensatory time off and other approved leave
categories are considered "hours worked" for purposes of defining full-time equivalent employment that
is reported in the personnel summary (see section 86.1). This definition is consistent with guidance
provided by the Office of Personnel Management (OPM) in connection with reporting FTE data as part of
the SF 113G reporting system. A list of compensable days (with associated hours) for fiscal years 2002
through 2008 is provided in section 32.3(b).

32.2  What should be the basis for my personnel estimates?

(a) Personnel.

(1) Staffing requirements. Base estimates for staffing requirements on the assumption that improvements
in skills, organization, procedures, and supervision will produce a steady increase in productivity.
Personnel should be reassigned, to the maximum extent, to meet new program requirements. Reductions
generally should be planned where the workload is stable. Where information technology systems are
installed or enhanced, gains in productivity should result in lower personnel requirements after the first
year.

Where appropriate, use calculations converting workload to required personnel that include an estimate of
available workhours per employee. Exclude annual leave, sick leave, administrative leave, training, and
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other non-work time in these calculations. Base estimates of available time on current data, reflect steps
taken to improve the ratio of available time to total time, and recognize differences in available time by
organization, location, or activity. Base exclusions for annual and sick leave on current experience of
actual leave taken rather than leave earned. Employment levels should reflect budget proposals and
assumptions with regard to workload, efficiency, proposed legislation, interagency reimbursable
arrangements, and other special staffing methods. Employment intended for proposed legislation, or for
carrying out proposed supplemental appropriations, cannot begin until the additional funds become
available by congressional action. Employment proposed for activation of new facilities or start-up of
new programs cannot begin until the new activity begins. Employment under estimated reimbursable
arrangements also cannot begin until such arrangements have been negotiated and justified.

(2) Personnel resources. Just as estimates of employment are based on workyears/person hours, you
should base estimates of personnel resources on the total number of regularly scheduled straight-time
hours (worked or to be worked) in the fiscal year (see section 32.3(c)). Note that, although budgetary
resources must be sufficient to cover any extra compensable days in a fiscal year, some of the
corresponding outlays may not occur until the following year.

(3) Requirement for data in terms of FTEs. Wherever entries in schedules or materials required by this
Circular pertain to personnel requirements or total employment levels, state such entries for all years in
terms of FTEs, as defined in section 32.1, unless another measure is explicitly required.

(b) Personnel compensation.

(1) Pay scales. Unless instructed otherwise by OMB, base estimates on compensation scales in effect at
the time of submission of the estimates, adjusted for pay raises contained in the Mid-Session Review
economic assumptions.

The Mid-Session Review pay raise assumptions will apply to the statutory pay systems (General
Schedule, Foreign Service, and Veterans Health Administration), the Executive Schedule, the Senior
Executive Service (SES), and wage grade employees. The pay raises encompass both the Employment
Cost Index (ECI)-based national schedule adjustment and locality pay without assumption as to how the
total increase will be distributed between the two. Use pay scales that reflect the most recent locality pay
rates in preparing your estimates.

You may need to adjust your estimates when final pay assumptions for the budget are released. You
should be prepared to provide supporting detail on calculating pay costs, including separate identification
of the pre-pay raise wage base reflected in the submission. You must explicitly justify any increases in
average compensation for the budget year, other than those due to changes in pay scales.

(2) Hourly rates. Base compensation for all employees (as defined in 5 U.S.C. 5504(b)) on hourly rates
of compensation determined by dividing the annual rate of basic pay by 2,087, in accordance with section
15203(a) of the Consolidated Omnibus Budget Reconciliation Act of 1985 (Public Law 99-272).

(3) Within-grade increases. Additional resources for within-grade increases are normally not allowed.
Offset the net cost, if any, of within-grade salary increases (i.e., costs after turnover, downgrades, and
other grade or step reducing events are taken into account) by savings due to greater productivity and
efficiency.

(4) Vacancies. Base estimates related to vacancies expected to be filled in the budget year on the
entrance salary for the vacancies involved.
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(5) Savings in personnel compensation. Give full consideration to savings in personnel compensation
due to personnel reductions, delay in filling vacant positions, leave without pay, lag in recruitment for
new positions, filling vacancies at lower rates of pay, part-time employment, and grade reduction actions.
Identify terminal leave payments, including those for SES, as offsets against such savings.

(6) Positions above grade GS/GM—-15. Reflect these positions, including SES, only to the extent that
positions have been authorized in those grades by OPM or other authority, or are specifically authorized
in substantive law.

(7) Awards. Estimates should include amounts for all cash incentive awards. Upon request by OMB, be
prepared to provide detailed information on your cash incentive awards program, including a narrative
explanation of the basis on which your agency distributes awards and how that relates to its overall
performance management program.

(8) Executive selection and development programs. Include in your estimates provisions for reasonable
amounts for such programs, as required under Title IV of the Civil Service Reform Act of 1978 and by
implementing guidelines issued by the Office of Personnel Management.

(9) Premium pay and overtime. Fully justify increases over amounts for the preceding year for premium
pay. In preparing estimates for overtime, you should analyze the use of overtime to ensure that it is used
in a prudent and efficient manner; explore all reasonable alternatives to overtime (such as improved
scheduling); and ensure that adequate approval, monitoring, and audit procedures are in place to avoid
overtime abuses.

(10) Special rates for experts and consultants. Authority to pay special rates for experts and consultants
may be requested only when your agency demonstrates that the type and caliber of services required
cannot be obtained at the maximum daily rate payable for grade GS—15 under the Classification Act.
When such authority is justified and specifically authorized, special rates may not exceed the maximum
rate for senior level positions under 5 U.S.C. 5376.

(11) Severance pay. Estimate severance pay at the amount needed for the fiscal year. However,
obligations will be incurred on a pay-period by pay-period basis, notwithstanding the fact that a liability
arises at the time of an employee's separation. Your estimates must include changes in severance pay and
personnel compensation that would occur upon the application of instructions covered in OMB Circular
No. A-76.

(12) Physicians comparability allowance. Reflect in your estimates approved plans to pay bonuses to
physicians in accordance with the Federal Physicians Comparability Allowance Amendments of 1987
(Public Law 100-140) and the Federal Employees Health Care Protection Act of 1998 (Public Law 105—
266). Instructions for reporting on the physicians comparability allowance program are issued separately.

(13) Bonuses and allowances. Reflect in your estimates approved agency plans for paying recruitment
and relocation bonuses and retention allowances. You should be prepared to supply information on
planned and actual expenditures upon request by OMB.

(14) Retirement costs. Reflect in your estimates the cost effects of changes in the distribution of
employees between the Civil Service Retirement System (CSRS) and the Federal Employees' Retirement

System (FERS). (See section 32.5 for retirement cost factors.)

32.3 What do I need to know about FTE budgeted levels?
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(a) Policy.

Consistent with the general policy of making the most effective use of Government resources, each
agency head will ensure close management of budgeted FTE levels for his or her agency. Agencies
should not convert the work of their employees to contractors unless they first undertake cost
comparisons that demonstrate that such a conversion is of financial advantage to the Government.

(b) Determining FTE usage.

You must prepare budget estimates relating to personnel requirements in terms of FTE employment, as
specified in this Circular.

To determine FTE employment, divide the total number of regular hours (worked or to be worked) by the
number of compensable hours applicable to each fiscal year. This calculation standardizes the FTE work
year for purposes of setting total FTE estimates, so that OPM's SF 113G reporting mechanism will
consistently measure the resulting FTE figure. The following list of compensable days and hours for
fiscal years 2002 through 2008 should be used to compute FTE employment.

COMPENSABLE DAYS AND HOURS FOR FISCAL YEARS 2001-2007

Year Days Hours

2002, 261 2,088
2003 261 2,088
2004......ccconeiinnn. 262 2,096
2005...ccoieieene 261 2,088
2000......ccrieerirenens 260 2,080
2007.cc.cieeiiieiinienens 260 2,080
2008.....ccirieeiirienens 262 2,096

FTE employment levels apply to straight time hours only. Department of Defense indirect hire
employees are not included in FTE employment totals. FTEs funded by allocations from other agencies
will be included with the performing agency where the employees work and are payrolled.

Be sure to include in FTE employment estimates all Federal employees, including persons appointed
under the Worker Trainee Opportunity Program, Federal Cooperative Education Program, summer aids,
Stay-in-School Program, and the Federal Junior Fellowship Program. You are encouraged to participate
fully in the student employment and other special employment programs and to ensure that these
programs are not disproportionately reduced when agency-wide reductions are required.

The FTE estimates must take into account both seasonal variations in personnel requirements and
employment trends (increasing or decreasing personnel levels) for each agency. Therefore, these levels
will be related to, but not identical with, end-of-year data in the Monthly Report of Federal Civilian
Employment, which is reported to OPM on the SF 113A and reflects a headcount of employees. Measure
current year FTE estimates using information compiled from the SF 113G reports submitted to OPM.

(c) Justification of FTE usage.
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The FTE estimates for each agency are determined at the time of the annual budget review, for the fiscal
year in progress and for the succeeding fiscal year. You must ensure that the FTE estimates are consistent
with all applicable laws. In particular, some statutes providing agencies with authority to use voluntary
separation incentive proposals or buy-outs stipulate that agency-wide FTE levels must be reduced one-
for-one for each buy-out. Further, FTE estimates must represent an effective and efficient use of
resources to meet program requirements (see section 51.3).

Actual FTE usage reported in the PY column of the budget must equal the year-end FTE usage reported
on the SF 113G to OPM.

Current year FTE estimates should be consistent with PY actuals, should be fully funded, and should be
very close to the actual usage reported at the end of the fiscal year. For example, the 2003 estimate in the
FY 2004 Budget should be very close to the 2003 actuals to be published in the 2005 Budget.

(d) FTE transfers between agencies.

Prior to entering into new or expanded agreements to perform work for other agencies on a reimbursable
basis, you must prepare a cost justification in accordance with OMB Circular No. A—76. As part of this
agreement, you may transfer FTEs on a one-for-one basis, provided that you notify OMB prior to making
such a transfer. You may proceed with the FTE transfer fifteen days after notification to OMB unless
OMB objects.

(e) Adjustment requests.

Send all requests for adjustments in employment levels, including agreements to transfer FTEs between
agencies, to the Director of OMB.

32.4 How do I treat agency benefit payments under the Federal Employee Compensation Act?

For accounts subject to appropriations action, include in your budget year estimates the amount billed by
the Employment Standards Administration of the Department of Labor for benefits paid on behalf of
employees of your agency in the past year under the Federal Employee Compensation Act.

For accounts not subject to appropriations action, you must pay the bill in the current year.
32.5 How do I estimate Federal employee pension and health benefit costs?

Your estimates should reflect the pension costs for Federal employees under the Civil Service Retirement
System (CSRS), the Federal Employees' Retirement System (FERS), the Foreign Service Retirement and
Disability System (FSRDS), and the Central Intelligence Agency Retirement and Disability System
(CIARDS). Your estimates should also include active and retiree health benefit costs under the Federal
Employees Health Benefits Program (FEHB). Estimates should also reflect pension and health benefits
costs of the Military and Commissioned Corps systems.

The Administration has proposed legislation to require agencies to pay the full normal cost of providing
CSRS and other retirement system benefits (see specific guidance below). Your estimates should assume
enactment of this proposal. Depending on the status of the legislation at the time the Budget is prepared,
you may be required to separately identify the amount associated with the proposal. In addition, you may
be required to present the impact of this proposal on a three-year basis (i.e., as if the legislation had been
enacted and implemented in 2002). Additional guidance will be provided later.
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e CSRS. Your agency's cost is 8.51 percent of basic pay through FY 2002, except for law
enforcement officers, firefighters, certain judges, congressional staff, and Members of Congress,
as noted in 5 U.S.C. 8334(a). Under current law, the agency contribution rate for most or regular
employees will revert to 7.5 percent for the first quarter of FY 2003, and to 7.0 percent in the
following January. Basic pay is defined at 5 U.S.C. 8331(3).

Based on the current actuarial valuations, your agency's full cost is calculated as a percent of
basic pay. The Office of Personnel Management periodically revises its valuations. Should this
occur, OPM would notify your agency.

Use the following table to calculate your agency's costs:

AGENCY CONTRIBUTION RATES

Category of CSRS Employee Current Law Increment Fully-Funded
Regular 7.0% 10.4% 17.4%
Regular offset 7.0% 11.0% 18.0%*
Law enforcement officers 7.5% 23.9% 31.4%
Law enforcement officers offset 7.5% 25.6% 33.1%*
Air traffic controllers 7.0% 18.4% 25.4%
Air traffic controllers offset 7.0% 19.8% 26.8%*
Members of Congress 8.0% 11.6% 19.6%
Members of Congress offset 8.0% 15.5% 23.5%%*
Congressional employees 7.5% 18.1% 25.6%
Congressional employees offset 7.5% 19.0% 26.5%%*

* Rate applicable up to the maximum social security wage base. Because the employee
contribution increases by 6.2% for basic pay above the maximum social security wage base, there
is an offsetting 6.2% reduction in the agency contribution for basic pay above that amount.

e [FERS. Your agency's cost is comprised of the costs for the FERS basic benefit, social security, and
the thrift savings plan (TSP). The FERS basic benefit is 10.7 percent of basic pay, except for law
enforcement officers, firefighters, air traffic controllers, certain CIA employees, congressional
employees, and Members of Congress. For these employees, use the normal cost percentage
provided in the Federal Register of May 9 2002, and reduce it by the employee contribution of 1.3
percent. Base your TSP estimates on your agency's actual experience, which should fall between
one and five percent of the FERS basic payroll.

e FSRDS, CIARDS, and the three Commissioned Corps (Coast Guard, Public Health Service, and

the National Oceanic and Atmospheric Administration). Use the following tables to calculate
your agency's costs:
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AGENCY CONTRIBUTION RATES

Current Law Increment

FSRDS Retirement System Fully-Funded
Regular 7.0% 13.7% 20.7%*
Regular offset 7.0% 13.8% 20.8%*
Law enforcement 7.5% 23.5% 31.0%*
Law enforcement offset 7.5% 23.7% 31.2%*

* These factors are subject to change.

Other Retirement Systems Current Law Increment Fully-Funded
CIARDS 7.0% 21.0% 28.0%
US Coast Guard 0% 35.2% 35.2%
NOAA Commissioned Corp 0% 32.9% 32.9%
PHH Commissioned Corp 0% 30.0% 30.0%

e [FEHB. Under current law, your agency pays the Government contribution for current health
benefits coverage for your active employees on a pay as you go basis. Funds appropriated to
OPM out of the General Fund of the Treasury are to pay the Government contribution for
annuitants (5 U.S.C. 8906). The Administration has proposed legislation to require agencies,
beginning in FY 2003, to pay currently the future cost of providing post-retirement health benefits
to their active employees. As a result, in addition to your agency's cost for current year health
insurance premiums, you should include in your submission a separate and additional amount to
reflect the post-retirement cost of health benefits for your current employees. For the FY 2004
Budget, the agency contribution is $3,976 per participating employee whether full or part-time.

e For Uniformed Services post-retirement medical care. Post Retirement Medical care for
"Medicare-eligible" retirees and their dependents/survivors will be funded on an accrual basis
beginning in FY 2003. The Administration is proposing legislation that would extend this accrual
funding to all retirees and families—not just those who are Medicare-eligible—beginning in FY
2004. Budget estimates in the FY 2004 budget submission must assume inclusion of all retirees
and families (both medicare-cligible and non medicare-eligible). Agencies must calculate the
following estimates for their budget submission:

» Accrual contribution to the Uniformed Services Health Accrual Trust Fund (see below)
» Estimate of the health care dollars to be expended in FY 2004 for all retirees

o Accrual contribution to the Uniformed Services Health Accrual Trust Fund. To develop
appropriate accrual contribution estimates, agencies must use the per-capita rates provided below.
Agencies must multiply these rates by the estimated average number of current uniformed service
personnel for FY 2004. The resulting calculation is the agency-specific accrual contribution,
which should be budgeted in the agency’s personnel account.
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»  Active duty per-capita rates, DOD and Coast Guard .......................ceeene. $9,301
» Reservist per-capita rates, DOD and Coast Guard .........c.....coooviiiiiion... $2,177
»  NOAA and PHS per-capita rates. .........ocvuvuveieininininininiieieeeenineenane, $11,964

(Note: NOAA and PHS rates are higher because these Services are solely comprised of full-time officers)

o FEstimate of the health care dollars to be expended in FY 2004 for all retirees. Agencies must
estimate the FY 2004 expenditures for retiree health care. (Separate estimates must be provided
for Medicare-eligible retirees and non Medicare-eligible retirees). These estimates are needed to
develop the total amount that the Trust Fund will outlay for uniformed service health care during
FY 2004. To prevent double counting, each agency must ensure that their health care account
request does not include any amount for retiree health care.

During the preparation of the President’s Budget, OMB will provide additional instructions on accrual
estimates.

32.6 How do I reflect the effects of pay raises?

For the following three types of budget accounts, reflect the effects of the increased agency contribution
to employee retirement and of civilian and military pay raises using the pay raise assumptions specified
for these accounts in the Mid-Session Review:

e Governmental receipt accounts containing Federal employee contributions to Federal employee
retirement.

e Offsetting receipt accounts (employer share, employee retirement) containing employing agency
contributions to Federal employee retirement.

e General fund contributions to Federal employee retirement.
Major agencies with accounts in these categories include DOD, State, Treasury, and OPM.

32.7 How do I budget for unemployment compensation?

In general, you should not budget for the costs of unemployment compensation for former Federal
civilian and military personnel. The congressional intent is that such unemployment compensation be
paid from appropriations available to the employing agencies. The liable agencies must absorb these
reimbursements when they are required to be paid.

If you do not employ large numbers of temporary employees or other personnel expected to lead to
significant unemployment compensation claims, your estimates for the current and budget year will not
contain any special provisions for the costs of reimbursing the unemployment trust fund for such
payments.

If you employ large numbers of temporary employees to meet part-year workload, you may request
approval from OMB to budget for unemployment compensation costs for your temporary employees.
OMB will consider such requests if you can demonstrate that you have a sound administrative control
system for unemployment compensation claims.
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Summary of Changes

Requires agencies to report on the size, composition, and annual cost of their motor vehicle fleets
(section 33.9).

Includes guidance on proposals requiring coordination with other agencies previously included in
section 34 (sections 33.27 - 33.30).

! Requests for capital assets must be submitted in accordance with Part 7.
33.1 Construction and design of Federal facilities.

(a) Pollution control standards compliance.

Prepare your estimates in accordance with Executive Order No. 12088, which requires compliance with
pollution control standards.

(b) Safe workplaces.

In your estimates for the design and construction of Federal facilities, capital investment, and the
purchase of equipment, include the amounts required to ensure that existing facilities provide safe and
healthful workplaces for Federal employees consistent with the standards promulgated under section 19
of the Occupational Safety and Health Act of 1970, the provisions of Executive Order No. 12196, and the
related Safety and Health Provisions for Federal Employees of the Secretary of Labor (29 CFR, Chapter
XVII, Part 1960).

(c) Structural barriers in Federal buildings.

Prepare your estimates for the construction and renovation of Federal facilities consistent with
requirements of the Architectural Barriers Act of 1968 to eliminate structural barriers impeding the
mobility of individuals with disabilities.

(d) Scientific laboratory facilities.

If your submission proposes additional or replacement scientific laboratory facilities, you must include
evidence that your agency has reviewed the GSA inventory of Federal laboratories and indicate the
reasons you want to acquire new space instead of using existing laboratories that have sufficient space
available, according to the GSA inventory.

33.2  Construction in flood plains.

Under Executive Order Nos. 11988 and 11990, you must develop estimates for the construction of
buildings, structures, roads, or other facilities—whether financed directly by Federal funds or through
grant, loan, or mortgage insurance programs—that are based on land utilization plans that preclude the
uneconomic, hazardous, or unnecessary use of flood plains or wetlands. Indicate whether the proposed
activities will be located in a flood plain or wetland and, if so, whether the activities are in accordance
with the Executive Orders.
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33.3  Construction of federally-owned housing.

(a) General.

Make sure that your estimates for construction of family housing for civilian and military personnel
(either rental housing or public quarters) are consistent with the guidelines provided below. These
guidelines apply to construction of family housing (including conversions of structures for dwelling
purposes), both within the continental United States and overseas, except for construction of military
barracks.

Do not include estimated funding for construction of housing for civilian employees, except where
necessary to maintain continuity and efficiency of service. You should not include funding estimates for
construction of family housing for civilian or military personnel if private capital can be found to do the
financing. Unless OMB determines otherwise, you must justify your estimates for construction of housing
under one or more of the following conditions:

e The construction is for public quarters (that is, where the law authorizes the provision of housing
without charge, such as for military public quarters).

e The construction is necessary to meet requirements for service or protection.
e There is a lack of available housing.

Where seasonal demands of the agency's program or remoteness of the station would make housing and
transportation costs together unreasonably high, and where such conditions jeopardize the agency's ability
to maintain a qualified staff, you may submit a request for an exception to these guidelines.

(b) Requirements of service or protection.

You may justify construction of housing when the agency head determines that necessary service cannot
be rendered, or United States property cannot be adequately protected, unless certain employees are
required to live in government quarters at the station. In such cases, you must demonstrate that
requirements for service or protection cannot be met if personnel are permitted to live away from the
station.

(c) Lack of available housing.

You may justify construction of housing at remote stations, at foreign service posts, or under other
circumstances when the agency head determines that necessary service cannot otherwise be rendered.
You must base this determination on a supportable finding that the available supply—present and
prospective—of government and private housing within reasonable commuting distance will not meet the
necessary housing requirements. In determining the adequacy of the available supply, consider any
additional private housing that can reasonably be expected to be constructed or otherwise become
available.

(1) Available housing usually includes both housing for sale and for rent, except where rotation of

personnel between stations occurs at intervals of approximately three years. In those cases, only rental
housing should be considered available.
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(2) Reasonable commuting distance is, as a general rule, a distance requiring travel time of not more
than two hours per round trip by automobile or public transportation, or resulting in expenses per
person of not more than $5.00 per round trip by public transportation (except in metropolitan areas).
You may make exceptions to this rule under the following conditions:

e For military necessity.
e For requirements of service or protection.

(3) Insufficiency or inadequacy of the housing supply can be demonstrated by showing that one or
more of the following conditions exist and are likely to be of extended duration:

e Housing cannot be located through realtors or advertisement.
e Available housing is substandard by reasons of design, construction, or location.
e Because of size, it is considerably more costly than employees can afford.

e Employees subject to rotation cannot obtain leases permitting them to vacate on thirty days
notice, at prevailing rental rates.

33.4 Leases of capital assets.

You must justify that leases of capital assets are preferable to direct government purchase and ownership
in accordance with the policies contained in OMB Circular No. A—94.

Lease-purchases and capital leases will be scored consistent with the scorekeeping rules developed under
the Budget Enforcement Act of 1990, as revised pursuant to the Balanced Budget Act of 1997 (see
Appendix B). For all lease-purchases and leases of capital assets, you must have sufficient budgetary
resources up-front to cover the present value of the lease payments discounted using Treasury interest
rates.

For lease-purchases in which the government assumes substantial risk, report outlays over the period
during which the contractor constructs, manufactures, or purchases the asset. For capital leases or
lease-purchases in which the private sector retains substantial risk, report outlays over the lease period,
equal to the annual payments under the lease. The explicit or implicit obligation of the Federal
Government to make payments is the most important financial characteristic OMB will review to
determine the level of risk involved. OMB will also consider other characteristics in evaluating the level
of private sector risk in a project.

You will find detailed instructions on scoring lease-purchases and leases of capital assets in Appendix B.

33.5 Real property.

If you plan to acquire real property, you must include estimates for these acquisitions in your budget
submission. The estimates should be consistent with the policies set forth by the Administrator of GSA,
as provided by Executive Order No. 12512. Estimates for acquisition of real property under contract must
be consistent with obligations reported in object class 32 (see section 83.7).
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33.6  Hospital care.

When you develop estimates for hospital costs, use data based on the use of resources allocated by
diagnosis-related groups. Compare these data with payment rates of other payers using similar groupings.

Clearly indicate whether or not capital and depreciation costs are contained. Your estimates should be
accompanied by a description of the cost allocation method underlying the data.

If you provide hospital care on a reimbursable basis, you must identify the amount of reimbursement
collected from third parties and Federal agencies. Base your estimates of reimbursements and other
income from charges for such care on such per diem rates as may be established by the agencies
specifically authorized to establish such rates for the particular class of patient and type of care involved,
unless different rates or charges are established by or pursuant to a specific requirement of law.

33.7 Inpatient care facilities and medical care services.

In your estimates for capital improvement of Federal inpatient care facilities and plans for provision of
major new care services, reflect the results of (or information from) review by State and appropriate area-
wide agencies in accordance with Executive Order No. 12372.

33.8 Aircraft.

Reflect the policies on agency aircraft programs and the results of periodic reviews of these programs in
accordance with OMB Circulars Nos. A—126 and A—76 (see sections 31.4 and 31.8).

33.9 Motor vehicles.

(a) Changes in agency motor vehicle fleets.

Your initial budget submission should be accompanied by a report on the size, composition, and annual
cost of your agency’s motor vehicle fleet in the format of exhibit 33. Using FY 2000 as the starting year,
show new totals and changes for each year through 2004. In reporting the composition of your motor
vehicle fleet, use the same vehicle categories that you report annually to the General Services
Administration. Include with the exhibit a narrative that:

e Explains any significant changes in the size and cost of your vehicle fleet since the beginning of
this Administration as well as any changes being implemented in the current year and planned for
the budget year as a result of the Director's April 10, 2002 letter to agency heads;

e Briefly describes the ways in which motor vehicles are used to support your agency's mission;

e Discusses agency policies for assigning vehicles; and

o Identifies any impediments (statutory, regulatory, budgetary, or other) to managing your motor

vehicle fleet in the most cost-effective manner. Also provide your recommendations for
overcoming these impediments.
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(b) Alternative-fueled vehicles.

Your estimates must reflect the Administration's commitment to comply with the requirements of sections
303 and 304 of the Energy Policy Act of 1992 (EP Act), which mandates that, subject to some conditions
and exemptions, 75 percent of vehicles acquired by Federal agencies in FY 1999 and subsequent years
should be alternative-fueled vehicles (AFVs). As specified in Executive Order No. 13149 and OMB
Memorandum M-97-04, incorporate plans for acquiring AFVs in your vehicle ordering plans for the
current, budget, and future years. You must report annually on compliance with sections 303 and 304 of
the EP Act (see section 55).

(c) Other requirements.

Base your estimates for sedans and station wagons on the requirements of GSA's Federal Property
Management Regulations and Federal Standard No. 122. Do not exceed price limitations in effect for the
current year plus the estimated cost of additional systems and equipment justified to GSA, unless
otherwise provided by law. Make provisions for replacement of motor vehicles and related equipment in
accordance with GSA replacement standards.

33.10 Advisory committees and interagency groups.

Your estimates should reflect the results of the committee reviews required by Executive Order No.
12838, which requires agencies to reduce the number and cost of non-statutory advisory committees.
The reduction required by the Executive Order and the agency advisory committee ceilings established by
OMB Circular No. A—135 remain in effect. You should consider the continued reduced number and cost
of advisory committees in your budget planning. Separately identify the costs of advisory committees
established by statute that you are proposing for termination.

You are prohibited from financing inferagency groups (including boards [except Federal Executive
Boards], commissions, councils, committees, and similar groups) by contributions from member agencies'
appropriations by a government-wide general provision unless such financing is specifically authorized
by statute. Therefore, you must propose financing for such groups in the budget in one of the following
forms:

e Appropriations specifically for the interagency group.
e Specific language authorizing interagency funding.

Consider the expenses of advisory committees in your estimates using the policies and provisions
contained in GSA's Interim Rule on Federal Advisory Committee Management (Federal Register, Vol.
48, No. 83, April 28, 1983, p. 19326) and any related instructions.

33.11 Benefit payments.

(a) Medicare and Medicaid.

Base Medicare and Medicaid estimates on the Department of Health and Human Services forecasts and
the latest actual information available. Assumptions on medical care prices related to the consumer price

index, utilization rates, number of beneficiaries, and other factors affecting the estimates will be
developed jointly by the agency and OMB.
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(b) Other benefit payments.

Calculate other benefit payment program estimates (including old-age, survivors, and disability insurance;
railroad retirement; civilian and uniformed services retirement; supplemental security income; and
veterans' compensation, pensions, and readjustment benefits) by multiplying the expected number of
beneficiaries in each future year by average benefit payments per beneficiary for each future year.
Determine the average benefit payments by identifying changes in the earnings base, as applicable, on
which the benefit is computed, unless existing law or Administration-supported legislation provides
otherwise. When existing or proposed legislation provides for automatic cost-of-living adjustments,
multiply the result by a cost-of-living or other adjustment factor to be supplied by OMB.

33.12 Coastal Barrier Resources Act.

Do not include any new Federal expenditures or financial assistance prohibited by the Coastal Barrier
Resources Act (Public Law 97-348).

33.13 Contractor claims.

Include amounts for reimbursement of the Claims and judgment fund for the full amount paid from the
fund on behalf of an agency for contractor claims during the past year.

33.14 Credit programs.

Prepare estimates for all direct and guaranteed lending programs in accordance with OMB requirements
(see section 185, OMB Circular No. A—129, Managing Federal Credit Programs, and the OMB credit
subsidy calculator and accompanying documentation).

Guarantees of timely payment of 100 percent of loan principal and interest against all risk create the
equivalent of Federal direct loans. The Federal Financing Bank (FFB) generally finances these
guarantees by borrowing from the Treasury under the authority of the Federal Credit Reform Act of 1990
(FCRA). The budget treats these guarantees as direct loans. Therefore, if you propose legislation to
create a new, or renew an existing, credit program that does not require substantial risk sharing, provide
for direct loans rather than loan guarantees.

33.15 Foreign currencies.

Where applicable, refer to Department of Treasury and Department of State guidelines on the use of
foreign currencies. Detailed instructions are set forth in the Treasury Financial Manual (chapters 3200
and 9000) and the Department of State Foreign Affairs Manual (Volume 4, Chapter 360). In addition,
OMB periodically issues guidance on excess and near excess foreign currencies. You should consult with
the Department of Treasury, International Trade Office, the Department of State's Office of Financial
Operations, Banking and Foreign Currency staff, or your OMB representative on questions not addressed
by these instructions.

33.16 Mail.

In your estimates for official use of the United States mail, package delivery, and/or private carrier
service, include a sufficient amount to pay postage due, in accordance with the Postal Service regulations,
vendor requirements, and GSA government-wide mail management instructions in effect at the time
estimates are prepared. Take into consideration changes in program requirements. Assume maximum
use of available postage discounts.
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33.17 National security crosscut.

OMB requires information about programs to counter unconventional threats such as combating
terrorism, weapons of mass destruction preparedness, critical infrastructure protection, and continuity of
operations to conduct an interagency review process that coordinates government-wide funding and
implementation of these programs. Detailed instructions about this requirement and the associated
electronic reporting format have been issued and are available from your OMB representative. This
information is not collected in MAX. Data on enacted funding levels are due in July; on requested levels
in October; and on final levels included in the Budget in January.

33.18 Radio spectrum-dependent communications-electronics systems.

The National Defense Authorization Act of 1999 (P.L. 105-261) requires the private sector to reimburse
Federal agencies for costs associated with relocating or modifying systems to make spectrum available to
new commercial licensees. The Act requires you to submit cost estimates to OMB for such relocations or
modifications of radio spectrum-dependent communications-electronics systems anticipated under section
113 of the National Telecommunications Information Administration Organization Act (47 U.S.C. 923).
These estimates will form the basis for estimates that must be provided to the Commerce Department's
National Telecommunications and Information Administration in advance of an auction of the spectrum
that has been reallocated for commercial use. OMB will issue separate instructions regarding this
requirement.

33.19 Records storage.

You must budget for the costs of storing and servicing your temporary and inactive records. You will
reimburse the National Archives and Records Administration for these costs through
individually-executed interagency memoranda of agreements. Agencies should avoid retention of
duplicate and inappropriate Federal records.

33.20 Remedial environmental projects.

Prepare estimates of the cost of the design, construction, management, operation, and maintenance of
remedial environmental projects at Federal facilities consistent with policies set forth in Executive Order
No. 12088.

33.21 Space and related requirements.

Include payments required for space, structures and facilities, land, and building services provided by
GSA and by others. In addition, provide supporting materials indicating the total amounts for these
charges to be paid to GSA and the basis for distributing these amounts by appropriation to OMB if
agency rental payments exceed $5 million in PY, CY or BY (see section 54). Where you are
experiencing employment reductions, plan corresponding reductions in space requirements and associated
costs.

33.22 Systems acquisitions.

You should develop your estimates for acquisition of major systems, including information technology
systems, consistent with guidance in the Capital Programming Guide, the requirements of Title V of the
Federal Acquisition Streamlining Act of 1994 (FASA), and the Clinger Cohen Act of 1996 (ITMRA).
Reflect the Administration's commitment to thorough capital planning to define requirements and
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establish realistic cost, schedule, and performance goals for new acquisitions. Where appropriate, and in
accordance with Federal Acquisition Regulations, make your estimates for major information systems
projects as narrow in scope and as brief in duration as practical in order to reduce risk, promote flexibility
and interoperability, increase accountability, and better match mission need with current technology and
market conditions. See Part 7 for reporting requirements related to FASA and the Clinger Cohen Act.

You should ensure electronic and information technology acquisitions meet the requirements of section
508 of the Rehabilitation Act of 1973, as amended and upon becoming effective to allow individuals with
disabilities comparable access to and use of data as allowed individuals without disabilities, unless
providing such accessibility would impose an undue burden on your agency.

33.23 Taxes and tax expenditures.

Reflect full and explicit consideration of the resources made available by the Federal Government through
tax expenditures and other tax incentives. Tax expenditures are attributable to provisions of the Federal
income tax laws that allow a special exclusion, exemption, or deduction from gross income or that
provide a special credit, rate of tax, or deferral of tax (2 U.S.C. 622). Tax expenditures include subsidies
provided through the income tax system.

You must consult with the Office of Tax Analysis, Department of Treasury on all proposals for new or
modifications of existing taxes whether or not the modification results in a tax expenditure (see section
33.30). After consulting with the Office of Tax Analysis submit a justification of the proposal to OMB.
The justification should include the views of the Office of Tax Analysis and address the following items:

The nature and extent of the problem addressed by the proposal.
The reason a subsidy is needed.

The non-tax alternatives.

The reason a tax change is preferable to the non-tax alternatives.

In addition, you should be prepared to submit justifications for continuing or reenacting existing taxes and
tax expenditures in the program areas for which you have primary responsibility. Such justifications will
contain the information described above.

In general, tax expenditures are subject to the same degree of performance evaluation as spending and
regulatory programs. Tax expenditures often complement or substitute for agencies' spending or
regulatory programs, and the resources and incentives provided through tax expenditures can be
substantial. Work with the Office of Tax Analysis, which has lead responsibility for tax policy and
analysis of tax expenditures, to develop data and methods to evaluate the effects of tax expenditures that
affect (or are directed at the same goals as) your programs. You should be prepared to furnish, upon
request, problem analyses, estimates of economic effects, and other materials that will provide explicit
quantitative information on the relationship of existing or proposed tax expenditures to proposed budget
expenditures. See Part 6 for guidance on inclusion of tax expenditure data in annual performance plans.

33.24 Tort claims.

Do not include amounts for payment of tort claims in your estimates, except where a substantial volume
of claims is presented regularly.
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33.25 Travel.

Make every effort to minimize official travel. Use established sources for official travel, such as the
General Services Administration's Travel Management Centers, negotiated hotel rates, city-pair airline
contracts, etc. Reflect the allowances authorized under the Federal Travel Regulations issued by GSA or
comparable regulations issued by the Department of Defense for travel of military personnel and by the
Department of State for foreign service personnel. Take into account changes in prices for travel by
commercial modes.

33.26 Water and sewer payments to the District of Columbia.

Include amounts for payment to the government of the District of Columbia for water and sewer services.

33.27 Nuclear reactors.

You must obtain a letter setting forth the recommendations of the Department of Energy before you
submit estimates for construction of nuclear research and test reactors.

33.28 Public works in the District of Columbia and National Capital area.

(a) District of Columbia.

You must consult the Commission of Fine Arts regarding plans for the construction of buildings and other
structures in the District of Columbia that may affect in any important way the appearance of the city, and
other questions involving artistic considerations with which the Federal Government is concerned.

(b) National Capital area.
You must consult with the National Capital Planning Commission in advance regarding proposed

developments and projects or commitments for the acquisition of land in the National Capital area, in
accordance with 40 U.S.C. § 71d, 71f (see http://www.ncpc.gov).

33.29 Radio spectrum-dependent communications-electronics systems.

You must obtain a certification by the National Telecommunications and Information Administration,
Department of Commerce that the radio frequency required can be made available before you submit
estimates for the development or procurement of major radio spectrum-dependent communication-
electronics systems (including all systems employing space satellite techniques) (see section 33.18).

33.30 Tax expenditures.

You must consult with the Office of Tax Analysis, Department of Treasury on all proposals for new or
modifications of existing taxes whether or not the modification results in a tax expenditure (see section
33.23).
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PROGRAMS AND EXPENDITURES EXHIBIT 33
AGENCY MOTOR VEHICLE FLEET REPORT
Size, Composition, and Annual Cost
(in thousands of dollars)
Agency: Department of Government
Number of Vehicles by Type * Annual
Fiscal Sedans & Light Trucks Medium Heavy Am- Total Operating
Year Station Wagons 4X2 4X4  Trucks Trucks bulances Buses Vehicles Costs
FY 2000 316 600 69 210 123 7 72 1,397 $12,257
Change ** 5 4 -1 0 -1 0 0 7 $1,290
FY 2001 321 604 68 210 122 7 72 1,404 $13,547
Change ** -20 2 0 0 0 0 -1 -23 -$326
FY 2002 301 602 68 210 122 7 71 1,381 $13,221
Change ** -5 0 1 -4 -1 0 -1 -10 $302
FY 2003 296 602 69 206 121 7 70 1,371 $13,523
Change ** -6 -1 -1 0 0 0 -6 -14 -$534
FY 2004 290 601 68 206 121 7 64 1,357 $12,990
NOTES:

* These numbers include vehicles that are owned by the agency, leased from commercial sources, and leased from GSA.
** All significant year-to-year changes should be discussed in a narrative provided separately.
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Responsibilities in Reporting
35.1  Who reviews the status of over-expended or over-obligated accounts?
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Estimating Collections and Outlays
35.5 How do I estimate collections?
35,6 How do I estimate outlays?
35.7 Do outlay rates for presidential policy and baseline have to be consistent?

35.1 Who reviews the status of over-expended or over-obligated accounts?

The primary responsibility for reviewing the status of accounts rests with the agency managing the
appropriation or fund account. The reports required by the Department of the Treasury form the basis for
compiling and publishing data on over-expended or over-obligated appropriations or fund accounts
resulting from agency operations that may be in violation of the Antideficiency Act (31 U.S.C. 1341).
Disposition of over-expended or over-obligated amounts is the sole responsibility of the agency managing
the appropriation or fund.

35.2 How do I develop past year estimates?

Obligations for the past year must have firm accounting support and be consistent with laws, regulations,
and any reports made to Congress (31 U.S.C. 3512(b)(4)). Agency budget officers must ensure that past
year amounts agree with the corresponding amounts reported in:

e the year-end SF 133 Report on Budget Execution and Budgetary Resources (used to monitor SF
132 Apportionments and other apportionments, and the primary source of the audited Statement of
Budgetary Resources) and

e the Department of the Treasury’s FMS 2108 Year-end Closing Statement (one of the primary
sources for the Treasury Combined Statement).

Agency budget and accounting offices should review and reconcile differences in data, to the extent
possible, prior to reporting year-end data to the Department of the Treasury and to OMB and should pay
particular attention to resolving differences in past year outlays and receipts. Section 51.1(b) describes the
certification of obligations required by 31 U.S.C. 1108(c). Sections 82.18 through 82.24 contain
requirements related to reporting past year amounts in the program and financing schedule. Section
130.15 contains requirements related to reporting past year amounts in the SF 133 Report on Execution
and Budgetary Resources.

Past year FTE data must be consistent with data reported to the Office of Personnel Management (OPM).
Actual FTE usage reported in the past year column of the budget should equal year-end FTE usage
reported on the SF 113G to OPM (see section 32.3).

OMB Circular No. A-11 (2002) Section 35-1


http://www.archives.gov/federal_register/codification/codification.html
http://www.archives.gov/federal_register/codification/codification.html
http://www.archives.gov/federal_register/codification/codification.html

SECTION 35—REPORTING AND ESTIMATING

35.3 How do I develop current year estimates?

You should estimate the current year’s transactions as accurately as possible within the limits of funds
presently available or expected to become available during the year.

35.4 How do I report transfers between accounts?

Section 20.4(j) describes the various types of transfers between accounts. Responsibilities of the paying
or administering agency and the receiving agencies or accounts for estimating and reporting charges and
credits between accounts are discussed below.

(a) Where allocations are used.
The agency administering the parent account will compile and submit all necessary material, obtaining

whatever information it needs for this purpose from the receiving agencies except FTEs funded by
allocations will be reported in the receiving account (see sections 71.6, 82.15, 83.17, and 86.1).

(b) Where payments are made to other appropriations, to revolving funds, to management funds, and to
trust funds (expenditure transfers).

The paying agency will include obligations in the amount of the payment in its schedules. The receiving
agency will report such amounts as spending authority from offsetting collections.

(c) Adjustments of appropriations and balances (non-expenditure transfers).

Where there are authorized transfers between accounts that represent adjustments in the amounts
appropriated or in balances previously appropriated, both the paying and receiving agencies are
responsible for ensuring that the amounts are identical in the schedules of both the losing and gaining
accounts.

35.5 How do I estimate collections?

Make your estimates of collections consistent with economic assumptions provided by OMB. Include
amounts to be received under proposed legislation, separately identified, as well as under existing
legislation. Base your estimates of collections resulting from charges for government services and
property on the policies included in OMB Circulars No. A—25, A—45, and A—130, as applicable.

For offsetting and governmental receipts, report amounts that include all collections credited to your
receipt accounts and exclude collections credited to receipt accounts of other agencies (except amounts
credited to certain Treasury Department accounts, as explained in section 51.11). Report receipts on the
basis of collections credited to receipt accounts during the year, plus or minus adjustments. For indefinite
appropriations of receipts, be sure that the budget authority estimate equals the amount of estimated
collections, except where amounts are precluded from obligation by provisions of law, such as a
limitation on obligations or a benefit formula.

Report amounts for investment receipt accounts in accordance with the instructions in section 20.12.

Report earned discounts, sales premiums, and purchase premiums to the interest receipt account (usually,
suffix .20).
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35.6 How do I estimate outlays?

You have primary responsibility for accurate outlay estimation. Take full account of time lags between
the incurring of obligations and the receipt of, and payment for, goods and services. Take into
consideration the viability of obligations (that is, the likelihood that unliquidated obligations will have to
be paid) and make realistic estimates of outlays. Outlays are directly involved in determining the size of
the surplus or deficit and thus in determining overall budget policy. Further, outlay estimation has taken
on increasing importance under the Budget Enforcement Act. Outlay estimates should represent the best
estimate for a given level of program activity. See section 135 for budget execution procedures related to
monitoring Federal outlays.

35.7 Do outlay rates for presidential policy and baseline have to be consistent?

Outlay rates (i.e., the amount of outlays from new budgetary resources made available in that year
compared to the amount of such new budgetary resources, expressed as a percentage) for presidential
policy and baseline estimates should be generally consistent for each budget account. Outlays from prior
year balances for presidential policy and baseline estimates should be the same, except where policy
proposals restrict or accelerate spending from balances.

If outlay rates differ between presidential policy and baseline estimates (e.g., due to a shift in programs
within an account), be prepared to explain the differences.
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51.1  Summary and highlight statement

51.2  General requirements for justifying programs and financing
51.3  Analysis of resources

51.4  Relationship of justification to account structure

51.5  Agency restructuring or work process redesign

51.6  Information on grant programs and infrastructure investment
51.7  Performance indicators and performance goals

51.8  Other analytical information

51.9  Information on program evaluation

51.10 Explanations relating to supplemental appropriations requests
51.11 Major changes in receipts estimates

51.12 Unobligated balances in liquidating accounts

51.13  Geospatial data acquisitions

Ex—51 Relationship of Programs to Account Structure
Summary of Changes

Includes requirements related to changes in receipts estimates and unobligated balances in
liquidating accounts previously included in section 58 (sections 51.11 and 51.12).

Requires agencies to report on geospatial data acquisitions greater than $1 million (section 51.13).

51.1 Summary and highlight statement.

(a) Required information.

You must prepare a summary and highlight statement (in the form of a transmittal letter from the head of
the agency) that covers the budget submission of your agency. Summarize in this narrative the highlights

of your agency's budget and related major legislative proposals. Identify the following:

e The broad policies and strategies proposed and the total amounts of discretionary and mandatory
budgetary resources and FTE requested.

e The relationship of the policies, strategies, and resources requested to the implementation of the
President’s Management Agenda, including a summary of the specific actions and organizational

changes the agency is proposing to achieve the Executive Branch Standards for Success.

e The relationship of the policies, strategies, and resources requested to the planning guidance for
budgetary resources and for FTE provided by OMB.

e Significant proposed differences, if any, from current Administration policies.

e The most important program performance indicators and performance goals, including those that
are positive and negative with respect to performance and that are the basis for the major proposed
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policies. If OMB’s spring guidance memorandum listed outcomes and related outputs for your
agency, the letter should address them (see section 51.7).

e The major management initiatives that will be used to monitor and evaluate program efficiency
and effectiveness.

e Any significant proposals for changes in the current year budget, and the relationship of such
changes to the budget year and outyear requests.

e Any significant proposals or changes in spending patterns for the five to ten year period beyond
the budget year, and their relationship to outyear planning guidance and the policies proposed for
the current and budget year.

e Particular emphasis should be given to describing the actions and associated costs needed to
address the deficiencies in the agency’s human capital management; for example, how to address
mission critical skills gaps, or to restructure the agency to deploy more resources to front-line
service delivery.

You must also include a listing of the budget authority and outlays and FTE requested through BY+4.
Itemize this list by account showing proposed supplementals, pending supplementals, rescission
proposals, and legislative proposals separately. Deduct offsetting receipts to arrive at the net amount of
the agency request. In addition, include an analysis of outlay estimates reflected in your agency budget
request, with the form and level of detail to be determined in consultation with the OMB representative.

Refer to sections 30 through 35 for general information and policies related to developing estimates and
proposals and responsibilities in reporting data. Remember that development of your budget request and
annual performance plan should be coordinated. (See section 220.8.)

(b) Certification of obligations.

31 U.S.C. 1108(c) requires the head of each Federal agency, in connection with submission of all requests
for proposed appropriations to OMB, to certify that any statement of obligations furnished consists of
valid obligations, as defined in 31 U.S.C. 1501(a). The certification may be in the form of the following

paragraph:

"As required by section 1108(c) of Title 31, United States Code, I am reporting that all statements of
obligations furnished to the Office of Management and Budget in connection with the [name of
agency] requests for proposed appropriations for the fiscal year 20[BY] consist of valid obligations as
defined in section 1501(a) of that title."

You must furnish this certification no later than November 20th. You may include it in the summary and
highlight statement or transmit it separately at a later date.

51.2  General requirements for justifying programs and financing.

You must provide a written justification for each budget submission. You should determine specific
informational requirements and formats in consultation with your OMB representative. You should reach
agreement with your OMB representative on the form and specific content of the budget submission in
the spring and summer preceding the budget submission.

Your request should be consistent with the funding levels included in policy guidance. If the request is
not consistent with policy guidance, you must provide a summary display of what your budget request
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would be at the policy guidance levels and the reasons why a budget request consistent with the guidance
is not appropriate. In addition, you may be asked by your OMB representative to identify and discuss the
implications of other funding levels.

Prepare your justification in concise, specific terms and cover all programs and activities of your agency.
Use tables, charts, and graphs in lieu of or to supplement text. Prepare materials in a manner designed to
provide all of the information that the you and OMB have agreed is necessary for OMB to understand and
evaluate your agency's request and make its determinations.

You must identify the anticipated price level changes reflected in the financial resources required to
finance each program level in your justification materials.

If you have funding requests for major capital asset acquisitions, follow the guidance in Part 7 of this
Circular. Additional guidance appears in the Capital Programming Guide, which is published separately.

You are required to provide the following with the justification materials:

e An analysis of resources (see section 51.3).

Information on the relationship of the justification material to account structure (see section 51.4).

Information on agency workforce planning and restructuring to make the agency more citizen-
centered (see sections 30.4 and 31.11).

Information on grant programs and infrastructure investment (see section 51.6).

Information on performance indicators and performance goals (see section 51.7).

e Information on program evaluation (see section 51.9).
At the discretion of OMB, you should include the following information for legislative proposals:

e Your estimates of the costs of implementing or administering proposed legislation.

e The assumptions underlying your estimates, including new work years, program outputs, and costs
of inputs such as materials, contract costs or personnel costs. You should also include a
discussion of alternative implementation strategies considered (e.g., contracting out versus in-

house), and a discussion of any models used to develop your estimates.

e The budget category for the cost of implementation and administration of the legislative proposal
along with a written justification for your selection.

e Productivity savings and/or offsets for these costs. You should also provide a discussion of the
methods and assumptions underlying your estimates for productivity savings and offsets.

You should also include the following:

e A comparison of total program benefits and total program costs, using quantitative, objective data
to the maximum extent possible, as well as qualitative or judgmental material.

e A comparison of the marginal benefits and the marginal costs associated with the additional funds
or reduced funding proposed.
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e Supporting information that takes into consideration agency and outside (e.g., think tanks, GAO,
CBO, universities, interest groups) program evaluations and related analytic studies, whether or
not they agree with the proposed policy.

At the discretion of your OMB representative, these requirements may be modified or alternative
justification materials specified. It should be emphasized that late decisions on proposed law provisions
for the budget will require flexibility in this process. Other materials may be requested by your OMB
representative.

51.3  Analysis of resources.

Use a tabular presentation to identify the financial and personnel resources required at the program levels
under consideration.

Present resources required for PY and CY, as well as the estimated requirements for each funding option
for BY through BY+4. If current year rescissions, deferrals, or supplementals are pending or proposed,
identify these separately. A subsidiary breakdown of such items as personnel compensation, capital
outlay, or other categories of special concern would be useful.

Generally, present financial data in terms of new budget authority and outlays. However, your OMB
representative may require additional measures, such as unobligated balances and offsetting collections.

Express personnel requirements in terms of full-time equivalents (see section 32.1). You must
demonstrate that requests for FTE levels:

Are an effective and efficient use of resources to meet program requirements;
Are consistent with Administration policy;

Are consistent with proposed funding levels;

Can be justified in conjunction with requests for other resources;

Comply with applicable laws (e.g., buyout offset requirements); and

Are realistic in light of past, actual FTE usage.

Fully justify changes to the FTE levels in any year in terms of program management requirements. If you
request an increase, prepare an analysis of agency-wide FTE that fully documents why FTE cannot be
moved from another function to meet the identified need.

Describe budgetary resources and FTE requests in the context of your management plan for the programs
and activities. Explain the analysis used to determine the resources needed to accomplish program and
Administration goals, and demonstrate that all opportunities for making more efficient and effective use
of resources have been explored.

51.4  Relationship of justification to account structure.

Where the major programs in your justification materials do not coincide with the budget account
structure, prepare a table to show the relationship. Arrange this table by program, with all relevant
accounts and parts of accounts listed, showing budgetary resources (usually budget authority and outlays)
in millions of dollars and FTE. Report programs that are mainly grants, contracts or other transfers of
funds to entities other than your agency, related salaries and expenses accounts and parts of accounts,
including allocations of overhead amounts. Use the format illustrated in exhibit 51 unless an alternate
format is agreed upon by you and your OMB representative. Where it is helpful to explain the coverage
of the table or the relationship among accounts, prepare a short narrative to accompany the table. This
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requirement only applies to major programs and activities. You should consult your OMB representative
to ensure that you provide tables for appropriate activities and that you avoid unnecessary paperwork.

51.5 Agency restructuring or work process redesign.

You should identify restructuring or process reengineering activities resulting from proposed and current
investments in information technology that yield budgetary savings. Indicate how these activities allow
your agency to utilize existing resources better while improving program management and service
delivery.

51.6 Information on grant programs and infrastructure investment.

Include copies of systematic economic analyses of expected benefits and costs completed in accordance
with Executive Order 12893. OMB Bulletin No. 9416 provides additional guidance on this Executive
Order, including a listing of the accounts covered by the Order.

51.7 Performance indicators and performance goals.

Your annual performance plan includes the performance goals and indicators for the fiscal year covered
by your budget justification (see section 220). Cabinet departments and selected major agencies have
received spring guidance memoranda from OMB that include a list of several outcomes with related
outputs. In their performance plan, these departments and agencies should provide integrated budget and
performance information for the listed outcomes and outputs in sufficient detail to allow OMB to pass
back both budget and performance levels. In addition, you may include in your budget justification
additional relevant performance information to explain major program issues or resource requirements.
Any additional performance information that you include in your justification materials must be
consistent with the performance information in your agency’s annual performance plan.

In addition, if you prepare annual financial statements, you should confirm, for the budget year,
continuing use of the program performance indicators used in previous years’ statements, and identify any
new indicators you plan to use in these statements.

51.8  Other analytical information.

Additional information may be required in budget justifications on the following:

Workload analyses.

Unit costs.

Productivity trends.

Impact of capital investment proposals on productivity.

Use productivity measurement, unit costs, and organizational performance standards to the maximum
extent possible in justifying staffing and other requirements.

Include as a specific element in productivity improvement for activities of Federal staff the gains planned
or being realized from streamlining, including reduction of unnecessary overhead, creative use of
technology, and elimination of low priority tasks and programs.

You should also be prepared to provide information on the basis for distributing funds (e.g., formulas or

principles for allocation, matching, policies regarding the awarding of loans, grants or contracts, etc.) and
data on resulting geographic distribution (e.g., by State, etc.), with identification of any issues.
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51.9 Information on program evaluation.

Program evaluation is an important aspect of program planning and monitoring, assessing program
results, and determining future funding levels. A program evaluation schedule, including the evaluation
methodology to be used and the issues to be addressed, is included in your strategic plan. Changes to this
schedule are included in an interim adjustment to your strategic plan. The interim adjustments to your
strategic plan are appended to your annual performance plan. You should consult with your OMB
representative as you develop your multi-year evaluation plans and agenda. (See section 210.7 on
program evaluation in strategic plans, and section 222.2(d) on program evaluations as part of an interim
adjustment to a strategic plan.) Your annual program performance report includes a summary of any
program evaluations completed during the past fiscal year (see section 231.9(a)).

51.10 Explanations relating to supplemental appropriations requests.

When you forecast the need for a program supplemental appropriation (see section 30.2), you must
prepare justification material in accordance with this section. Provide information indicating why the
request was not included in the regular estimates for the period concerned and the reasons why it is
considered essential that the additional appropriation be granted during the year. Submit proposals for
offsets to be made elsewhere in your agency for both mandatory and discretionary resources along with
your requests for supplementals, and indicate related FTE savings or requirements and appropriate
financing changes. If the estimate is approved for later transmittal (rather than in the budget), you will be
required to submit further justification of the supplemental estimate to OMB (see section 110.3). Show
the effect of requested supplementals in the appropriate portions of the justification material for the
program elements affected.

51.11 Major changes in receipts estimates

Provide narrative explanations for major changes from one fiscal year to the next in the amounts of
receipts reported for any account, trends in receipt estimates for the related programs, and any other
unusual circumstances relating to the estimates.

Advise OMB of increases in amounts reported to the Treasury Department accounts 1435.00 (General
fund proprietary interest receipts, not otherwise classified) and 3220.00 (All other general fund
proprietary receipts) when you expect that the amounts collected from a single source will exceed $10
million in any year or when legislation is proposed that will affect any receipts reported to those accounts.

Make your explanations of legislative proposals consistent with your legislative program and outyear
policy estimates (see section 30.2). Cover the expected timing of enactment and the annual level of

receipts anticipated.

51.12 Unobligated balances in liquidating accounts

You must submit information justifying any unobligated balances you expect to carry forward into the
current year (see section 185.3(k)).

51.13 Geospatial data acquisitions

Agencies must provide a list of all geospatial data acquisitions budgeted for FY 2004 that are greater than
$1 million for a specific program. For each such budget request, indicate whether or not the planned data
buy will be in accordance with approved Federal Geographic Data Committee (FGDC) data standards.
If the data buy will not be consistent with an approved FGDC standard, you must explain why not. You
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must also document whether the planned data buy will be processed by a major system listed on the
agency information technology investment portfolio (see exhibit 53).

In February 2003, agencies must post information on all geospatial data acquisitions in excess of $1M

planned for FY 2004 on the FGDC clearinghouse, characterized using the FGDC metadata standard,
taking care to specify the geographic area and scale to which the data layer is proposed to be collected.
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For the account ID, use the
2-digit Treasury agency
code and 4-digit account
symbol, transmittal code,
fund type and subfunction
code (see section 79).

DEPARTMENT OF GOVERNMENT
(in millions of dollars)

BY Estimate
Program by Bureau and Account BA Outlays

Budget request for the program.

BUREAU OF HOSPITAL CARE
Mental health (16-2361-0-1-531):
Grants to community health centers........................ 160 158
Construction of mental hospitals............................ 120 105
Total, mental health......................oooooiiiiil. 280 263

BUREAU OF WATER QUALITY
Water resources control (16-2650-0-1-301):

Water enforcement.............cooveveiiiiiiiinninienin, 14 14
Water quality standards setting, planning,
assistance, and training................cooeveveineeninnenn... 44 47
Water research and analysis................ccooeeeeiiinnn, 24 23
Total, Water resources control............................ 82 84

These amounts represent the
budget request for the account

and the estimated outlays.

OFFICE OF THE SECRETARY
Salaries and expenses (16-1166-0-1-755):
Budgetary and financial administration and service..... 1 1
General management of hospital construction............

/'

This overhead acvitity
supports the program to
construct mental hospitals.

[\
[\S]

Total, Salaries and eXPenses.........c.oueeeireeinineeninnannns 3 3

Section 51-8

OMB Circular No. A-11 (2002)



SECTION 52—INFORMATION ON FINANCIAL MANAGEMENT

SECTION 52—INFORMATION ON FINANCIAL MANAGEMENT

Table of Contents

52.1  What are the general reporting requirements?

52.2  What other reporting requirements does this fulfill?

52.3  Who must report financial management information?

52.4  What materials are required in the budget justification?

52.5  What is the report on resources for financial management activities (exhibit 52A)?
52.6  What are the line descriptions and coding for exhibit 52A?

52.7  How do I complete exhibit 52B?

52.8  How do I submit exhibits 52A and 52B and when are they due?

Ex-52A Report on Resources for Financial Management Activities
Ex-52B Report on Material Weaknesses and Nonconformances

Summary of Changes

Requires that budget justifications align with the President’s Management Agenda, Federal E-
Government initiatives, and enterprise architectures (section 52.4).

Requires that financial management plans address impediments to improving financial
performance, especially items identified in the Executive Branch Management Scorecard (section
52.4).

Modifies information required for E-Grants and requires agencies to report on participation in the
government-wide E-Grants initiative (section 52.4).

Eliminates requirement to report on asset management in exhibit 52A (section 52.6).

Requires agencies to prepare plans for eliminating material weaknesses and nonconformances and
provides a new reporting format (exhibit 52B) for tracking progress (section 52.7).

52.1 What are the general reporting requirements?

Agencies are required to provide three reports on financial management:

e Financial management budget justification materials (including agency financial management
plans);

e Report on resources for financial management activities (exhibit 52A); and
e Report on material weaknesses and nonconformances (exhibit 52B).

52.2  What other reporting requirements does this fulfill?

For the 24 agencies covered by the Chief Financial Officers Act of 1990 (CFO), the materials required in
this section fulfill the following requirements:
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e CFO Act: Requires each agency CFO to prepare a financial management plan to implement the
Government-wide financial management five-year plan.

e The Federal Financial Management Improvement Act of 1996 (FFMIA): Requires each agency
head to determine substantial compliance with the Act. When the agency head determines that
the agency’s financial management systems do not comply with FFMIA, the Act requires the
agency to submit a remediation plan to bring the agency’s financial management systems into
substantial compliance with FFMIA with the agency's budget justifications materials. Guidance in
this section outlines the information that must be provided on remediation activities to fulfill
FFMIA requirements.

e OMB Circular A-127, Financial Management Systems: Requires each agency to develop, prepare,
and maintain financial management systems plans.

52.3  Who must report financial management information?

CFO Act Agencies. All CFO Act agencies must submit the materials prescribed by section 52.4 with
their initial budget submission. The CFO Act assigns to the CFO responsibility for preparing and revising
the agency's financial management plan and developing the agency's financial management budget.

Non-CFO Act Agencies. Non-CFO Act agencies must include in their initial budget submission a brief
summary of their financial management plans to ensure sound financial management practices.

52.4 What materials are required in the budget justification?

The budget justification should describe financial management operations and improvement initiatives,
including desired results and performance measures. It should include plans for financial management
throughout the agency and financial management performance measures. The justification should align
with the agency's mission and programs and address the President’s Management Agenda.

The financial management plan should include:

e Goals and strategies. Briefly discuss how the agency will achieve the goals and strategies for
implementing government-wide financial management improvements that are associated with the
President’s Management Agenda. Include information on the status of financial management
activities to provide a context for the agency's plans and resources request.

e Financial performance. Briefly discuss impediments to improving your financial performance,
especially those identified in your agency's most recent Executive Branch Management Scorecard.
Describe plans to overcome the impediments, such as efforts to reduce erroneous payments,
eliminate material weaknesses identified by previous audits and material weaknesses and
nonconformances identified under the FMFIA process, obtain and sustain clean audit opinions on
financial statements, ensure timely and useful financial reporting including financial performance
measurement, and meet accelerated year-end reporting.

e Financial management systems structure. Present an overview of current and targeted financial
management systems structure and plans for achieving targeted systems structure, covering core
financial management systems and financial and mixed systems critical to effective agency-wide
financial management, financial reporting, or financial control (see section 53.3). Include an
inventory and brief description of baseline financial and mixed systems, including an assessment
of major problems. (Guidance and instructions for the systems inventory update will be available
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on the Internet; a separate memorandum will be distributed to Deputy CFOs advising them of the
location and posting date.) Include a synopsis of critical projects currently underway or planned to
accomplish the target structure. Identify FFMIA remediation activities planned and underway and
describe (either in this synopsis or by referencing other documents or budget exhibits) the
resources, remedies, interim target dates, and officials responsible for bringing systems into
substantial compliance with FFMIA.

e  Grants management. Describe grants management policies and practices, including:
» How the agency ensures policy consistency across grant programs.

» How program-specific requirements (e.g., application forms, financial reports, and award
conditions) are reviewed to ensure consistent treatment of grantees.

» Agency efforts to coordinate policies and practices with other agencies.

» Recommendations for changes in law to improve the effectiveness, performance, coordination,
and accountability of grant programs, including program-specific statutes.

» Efforts to ensure quality of audits performed by non-Federal auditors in accordance with the
Single Audit Act Amendments of 1996 and OMB Circular A—133. Information should be
included for the prior, current, and budget years, addressing the number of audit quality
control reviews, FTE for audit quality efforts, results of the audit quality efforts, actions taken
or planned to improve quality of non-Federal audits, and other relevant information to assess
your agency's reliance on audits under Circular A—133 in grant management.

» Participation and efforts in the E-Grants area (which encompasses P.L. 106-107 initiatives),
including systems efforts to interface with the government-wide E-Grants system for
simplified grant application and management processes.

52.5 Whatis the report on resources for financial management activities (exhibit 52A)?

Each CFO Act agency is asked to report total budgetary resources and full-time equivalent (FTE)
employment data for CY and BY and obligations for PY for each of the following categories of financial
management activities:

e Accounting and reporting;
e Audits of financial statements; and
¢ Financial management systems.

In addition, in-house and contract data are required on resources for accounting and reporting and the
audits of financial statements.

52.6 What are the line descriptions and coding for exhibit 52A?

Report obligations (PY) and budgetary resources (CY and BY) in millions of dollars and FTE
employment data for the entries described below. Resource information should represent the agency's
best estimate of salaries, contracts, or other major expenses to be reported. Allocation of overhead
expenses is not required.
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REPORT ON RESOURCES FOR FINANCIAL MANAGEMENT ACTIVITIES

Entry

Description

Line coding

200x  In-house accounting and
reporting

Use the first three digits of the line number to identify the financial
management activities to be reported (e.g., accounting and reporting) and
the fourth digit to distinguish FTE (e.g., 2001) from obligation and budget
authority (e.g., 2002) data.

Include in-house resources for processing, recording, and reporting of
revenues, receipts, appropriations, apportionments, allotments,
obligations, outlays, expenditures, assets, liabilities, and other financial
transactions; reconciliation of asset and liability accounts, such as
accounts or loans receivable, with subsidiary records and with external
data, such as Treasury cash records; funds control; and preparation of
financial statements.

2102  Contractor Accounting and

Include resources for contracts to perform accounting and reporting

Reporting activities. Report PY obligations and budget authority only.
300x  Audits of financial Include resources for performing audits of financial statements, with
statements separate identification for contract and in-house costs, as detailed in

exhibit 52A. Do not include resources for preparation of financial
statements.

400x  Financial management
systems

Include resources for financial management systems, which consist of
financial systems and financial portions of mixed systems necessary to
support financial management. (See definitions of financial management
systems in section 53.3.) Include in this category grants management
systems as either a financial or mixed system (see section 53.3). Data
reported should be consistent with information reported as the estimated
percentage of total system BA associated with financial components in
exhibit 53.

500x Subtotal

The sum of corresponding amounts reported on lines 200x through 400x.

600x  Adjustments (—)

Include adjustments to eliminate double counting (a minus entry). For
example, costs for a loan system reported under the "asset management "
category may also be reported under the "financial management systems"
category. If any adjustments are reported on lines 6001-6002, a hard copy
list should describe the adjustments and be available to OMB upon
request.

700x  Total, net

Equals the total of corresponding amounts on lines 500x and 600x.

8102 Audits of financial
statements, contract costs

Include resources for contracts to perform audits of financial statements.
Do not include preparation costs on lines 8102 through 9402.

820x  Audits of financial
statements, in-house costs

Include resources to perform audits of financial statements in-house.

9102  Organization-wide financial
statements, contract costs

Include resources for contracts to perform organization-wide audits of
financial statements.

920x  Organization-wide financial
statements, in-house costs

Include resources for performing organization-wide audits of financial
statements in-house.

940x  Total, all reporting entities

Section 524

For total FTE (line 9401), report the sum of lines 8201 and 9201. This
total must be equal to line 3001. For total budget authority (line 9402),
report the sum of lines 8102, 8202, 9102, and 9202. This total must equal
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Entry Description
line 3002.

9998  Agency contact Include the name of the individual responsible for answering the above
questions.

9999  Telephone number Include telephone number of agency contact.

52.7 How do I complete exhibit 52B?

The unshaded blocks for prior years through March 31 should be filled in with the number that was
presented in the most recent auditor's report or FMFIA report. The target numbers should correspond to
the agency plans and should tie into the discussion in section 52.4. If a material weaknesses or
nonconformance was merged with a similar issue for reporting purposes, indicate the reason(s) for that
action. All agencies must complete this report even if there are no material weaknesses or
nonconformances.

52.8 How do I submit exhibits S2A and 52B and when are they due?

Exhibit 52A and Exhibit 52B are due with the initial budget submission. Both should be approved by the
agency CFO before submission to OMB. E-mail both exhibits using the formatted spreadsheets provided
at www.cio.gov. Send the completed Exhibit 52A spreadsheet to exhibit 52A@omb.eop.gov. Send the
completed Exhibit 52B spreadsheet to exhibit 52B@omb.cop.gov. Before sending the completed
spreadsheets, verify that the subject line has the three-digit OMB agency code (see Appendix C) and the
full agency name. Update the data on exhibit 52A to reflect final budget decisions (see section 100.1).
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EXHIBIT 52A INFORMATION ON FINANCIAL MANAGEMENT

Report on Resources for Financial Management Activities

Department of Government PY CY BY Report obligations for
. — PY and budgetary resources
(in millions of dollars) for CY and BY.
Accounting and Reporting
2001 No.Of FTE. ...t 250 250
2002  Budgetary Resources........c.c.cocoveueninn... 15,500 16,120
Contractor Accounting and Reporting
2102  Obligations/Budgetary Resources............... 2,000
Audits of Financial Statements
Amounts reported for
3001  No.Of FTE......cooiiiiiiiiiiiiiiee 35 35 | fnancial management
3002  Obligations/Budgetary Resources.............. 2,250 2,250 2,290 | systems on line 4002
Financial Management Systems must be consistent
4001 No. of FTE 728 731 | With the percentage
LOFFTE. oo of budgetary resources for
4002 Obligations/Budgetary Resources.............. 86,500 87,016 96,456 |financial
Subtotal management
5001 NO.Of FTE........coovioiiiiieiieiiieie, 1013 1,016 | remsn exhibit
5002 Obligations/Budgetary Resources.............. 90,750 104,766 114,866 - I
Adjustments
6001 No. Of FTE.. ..ot -20 -30 | Ifany adjustments are
L. reported on lines
6002  Obligations/Budgetary Resources.............. -900  -1,000  -1,800 6001-6002., a list
Total, Net describing them
7001  No.Oof FTE......cccoiiiiiiiiiiiiien 993 986 ] should be prepared in
7002  Obligations/Budgetary Resources.............. 89,850 103,766 113,066 | hardcopy.

Audits of Financial Statements
Component Contract Audits

8102 Obligations/Budgetary Resources.............. 1,100 1,250 1,250
Component In-House Audit Costs Do not include
8201  NO.of FTE.....cooiiiiiiiiiiiii 35 35 «@| preparation costs

on lines 8102-

8202  Obligations/Budgetary Resources............. 8200

Organization-wide (department) financial statements
Contract Audit Costs

9102  Obligations/Budgetary Resources............... 4,000
In-House Audit Costs

9201  No.of FTE......c.cooiiiiiiiiiiiis

9202  Budgetary Resources...........c...ccoevevnenen...

1,000 1,000 1,040

Total, all reporting entities Total, all reporting

9401 No.of FTE.....ciiiiiiiii 35 35 entities, should equal
9402  Obligations/Budgetary Resources......... 6,100 2,250 2,290 | the corresponding
entries for audits of
\ financial statements
9998  Agency Contact.............coooiiiiiiiiiiinnn. R.W. Rogers reported on lines
9999  Telephone Number.................ooooeienn. (202) 696-4712 3001-3002.
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Department or Agency
Report on Material Weaknesses and Nonconformances

FY 2002 | FY 2003 | FY 2004
Issue As of Activity As of Activity As of Target Target Target
9/30/00 | During FY 2001 | 9/30/01 3/31/02 for for for
9/30/02 9/30/03 9/30/04

New | Resolved New | Resolved

Auditor-Reported
Material Weaknesses

FMFIA

New | Resolved New | Resolved

Section 2 Material
Weaknesses

Section 4 Noncon-
formances

FMFIA Total

AGENCY TOTAL
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SECTION 53—INFORMATION TECHNOLOGY AND E-GOVERNMENT

53.1  Why must I report on information technology?
53.2  How do I ensure that IT investments are linked to and support the President's Management

53.3  What special terms must [ know?

53.4 How do I determine whether I must report?

53.5 How do I submit exhibit 53 and when is it due?

53.6  If I submitted exhibit 53 last year, how do I revise it this year?
53.7 How is exhibit 53 organized?

53.8  How is exhibit 53 coded?

53.9  What are the steps to complete exhibit 53?

Ex—53 Agency Information Technology (IT) Investment Portfolio

Changes the title of section 53 to "Information Technology and E-Government."

Adds directions for linking IT Investments to the President's Management Agenda and "getting to
green" on the scorecard for expanding e-government (section 53.2).

Defines life-cycle costs and provides guidance for formulating life-cycle costs (section 53.3).
Adds information on attendant documents and their requirements (section 53.5).
Provides information on formulating life-cycle costs for IT security (section 53.7).

Deletes the significant project definition and provides criteria for identifying systems as "major" or
"small (section 53.7).

Requires appropriation/funding source information for each major project (section 53.7).

Adds information on identifying IT investments that support Homeland Security (section 53.7).

Table of Contents

Agenda?

Summary of Changes

53.1

Why must I report on information technology?

This information helps OMB:

Ensure that spending on IT supports an agency’s mission;
Identify investments in agency infrastructure and office automation;

Identify investments that support agency enterprise architecture development, business process re-
engineering (BPR), IT policy development, and acquisition management;

Identify IT and E-Gov investments for review during the budget process;
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e Identify opportunities for agencies to collaborate on e-Government initiatives that provide
common lines of business to serve citizens, governments, and internal federal operations;

e Ensure that spending on IT prioritizes and manages e-Government projects effectively through
your agency's capital planning process and enterprise architecture;

e Ensure that initiatives create a citizen-centered electronic presence and advance an e-Government
strategy that includes specific outcomes to be achieved,

e Understand the amounts being spent on development and modernization of IT versus the amount
being spent on operating and maintaining the status quo for IT;

e Understand an agency’s governance processes (capital planning and investment control processes
and enterprise architecture) for the portfolio of IT investments;

e Identify the funding sources for agency IT investments;

e Identify investments for IT security as part of agency life-cycle costs for specific investments and
IT security that is crosscutting or infrastructure related;

e Ensure that life cycle costs for specific investments reflect compliance with OMB and agency
privacy policies;

e Provide a full and accurate accounting of IT expenditures as required by the Paperwork Reduction
Act of 1995 and the Clinger-Cohen Act of 1996;

e Ensure that spending on IT supports agency compliance with the requirements of Section 508 of
the Rehabilitation Act Amendments of 1998 (Electronic and Information Technology
Accessibility) and Section 504 of the Rehabilitation Act of 1973 (Reasonable Accommodation);

o Identify spending and priorities consistent with agency Government Paperwork Elimination Act
(GPEA) Plans;

e Identify investments that support Homeland Security goals and objectives;
e Review requests for agency financial management systems;
e Review requests for agency grant management systems; and

e Prepare the Government-wide five-year plan required by the Chief Financial Officers (CFOs) Act
of 1990.

You must provide this information using the Agency IT Investment Portfolio (exhibit 53) reporting
format. This format was developed jointly by OMB and the Chief Information Officers’ Council and
provides basic information your agency needs to link its internal planning, budgeting, acquisition, and
management of IT resources (i.e., the capital planning and investment control process). In addition, as an
output of your agency’s internal capital planning process, your budget justification for IT must provide
results oriented information on IT operations and improvement initiatives in the context of the agency’s
missions and operations. Your budget justification, including the status and plans for information
systems, should be consistent with your agency’s submissions on financial management activities required
by section 52 and the applicable guidance in Part 7 of this Circular.
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Total investments costs must cover the life of each system and include all budgetary resources (direct
appropriation, working capital fund, revolving funds, etc.). Budgetary resources are defined in section 20
of this circular. Life cycle costs should also be risk adjusted to include any risks addressed on the Capital
Asset Plan and Business Case that have not been mitigated. Examples of areas that may cause the
adjustment of life-cycle costs would be strategic risks, technological risks, human capital issues,
acquisition strategy, IT security and privacy risks, enterprise architecture, and any other issues identified
on the capital asset plan. These total investment costs must be formulated and reported in order for OMB
to meet the Clinger-Cohen Act’s requirement that "at the same time that the President submits the budget
for a fiscal year to Congress under section 1105(a) of title 31, United States Code, the Director shall
submit to Congress a report on the net program performance benefits achieved as a result of major capital
investments made by executive agencies in information systems and how the benefits relate to the
accomplishment of the goals of the executive agencies."

53.2 How do I ensure that IT investments are linked to and support the President's Management
Agenda?

All IT Investments must support the President's Management Agenda and must clearly demonstrate that
the investment is needed in order to close a specific performance gap and enable agency strategic goals
and missions. The President's Management Agenda Scorecard Items are:

Human Capital;

Competitive Sourcing;

Financial Performance;
E-Government; and

Budget and Performance Integration.

The President's Budget also defines guiding principles for the investments supporting the President's
Management Agenda. The principles OMB will use to implement the PMA and the supporting IT
investments are to ensure that investments:

e Create a citizen centered, results oriented, and market based government;

e Support Homeland Security, War on Terrorism, and Revitalizing the Economy;

e Identify and manage corporate measures of success;

e Simplify and unify redundant activities, both within and across agencies;

e Where appropriate, investments are aligned with the President's E-Gov initiatives, identified at
http://www.whitehouse.gov/omb

e Represent sound business cases that address overall solutions (human capital, competitive
sourcing, financial performance, e-government, and budget and performance integration) as
applicable; and

e Include strategic partnerships to perform business with state, local, other federal agencies, non-
profit organizations, and private industry as appropriate.

OMB will give priority consideration to IT investments that leverage technology purchases across
multiple entities, ensure operational objectives are met, utilize technology that improves decision making,
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employ knowledge management tools, support the Federal Business Architecture, and ensure that systems
and information are secure.

OMB will present investments for the President's E-Government initiatives, as well as new e-government
investments identified through the Federal Business Architecture, using an integrated budget process that
compliments each agency's investment portfolio. OMB will work with agencies to build from the IT and
E-Government strategy outlined in this section and section 300 in identifying these cross-agency
investments. Accordingly, where one agency's activities should be aligned with those of another agency
in order to serve citizens, businesses, governments, and internal Federal operations, OMB will give
priority to agencies that have worked collectively to present and support activities in an integrated
fashion. The FY 2004 Budget will appropriately reflect such interagency collaboration, and agencies will
be expected to use the Exhibit 300 to demonstrate these efforts.
Each of the line items for major projects on the Exhibit 53 are a roll-up of particular line items and
elements from the Exhibit 300 detailed in Section 300. Exhibit 300 is where the agency makes the
business cases, and the Exhibit 300 serves as the primary means of justifying IT investment proposals as
well as managing IT investments once they are funded. The details of those business cases and their
viability inform the overall Exhibit 53 and the budget decisions that are made.
As detailed in Section 300, business cases (Exhibit 300s) for IT, must:

e Demonstrate the overall strategy outlined in this section;

e Follow the guiding principles of this section;

e Support the agency's strategic plans and annual performance plans;

e Link to and support the agency strategic IRM plans;

e Be a visible part of the modernization strategy of the agency (enterprise architecture);

e Address solutions (people, processes, and technology) rather that IT alone;

e Demonstrate strong acquisition strategies that mitigate the risk to the federal government;

e Demonstrate strong program and project management;

e Identify, control, and manage risks associated with the investment;

e Demonstrate how the investment is specifically addressing a performance gap or business need of
the agency and how it supports the agency's strategic and performance goals;

e Demonstrate the use of earned value management system information to manage and control the
investment;

e Ensure information and systems are secure and that security is part of the management of the
process from initial concept and throughout the entire life cycle of the investment;

e Protect privacy in a manner consistent with relevant laws and OMB policies, including privacy
impact assessments where appropriate;
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e Demonstrate that project is achieving at least 90 percent of planned costs, schedule, and
performance goals; and

e Ensure life cycle costs as formulated are risk adjusted as necessary and are as inclusive as the
business case would require.

The governance processes required as attendant documents to this section (IRM Plan, document CPIC
process, and the EA) are used in connection with the business cases (Exhibit 300) and this "Agency IT
Investment Portfolio" (Exhibit 53) to demonstrate the agency management of IT investments and how
these governance processes are used to make decisions about IT investments within the agency.

The individual agency Exhibit 53s are used to create an overall "Federal IT Investment Portfolio" that is
published as part of the President's Budget. OMB' s portfolio review and budget process will ensure that
IT investments support the strategy identified in this section and ensure that the Federal IT Investment
Portfolio includes the most effective portfolio of investments that:

e Simplify and integrate processes across redundant or duplicative programs to make it easier for
citizens to get service;

e Directly improve the management of programs to achieve better program outcomes;

e Ensure sound security of government information systems and appropriate protection of
information held in those systems;

¢ Eliminate redundant or non productive IT investments;
e Bring successful e-business practices to government administrative operations, such as effective
procurement and human capital management strategies, including maximizing web-based

architectures;

e Make appropriate use of technology components identified through the component based
architecture work of OMB and CIO Council;

e Support the Federal Business Architecture; and

e Support the President's E-Government Initiatives and Strategy.
Annually, Chapter 22 of the Analytical Perspectives of the President's Budget provides the results of
OMB reviews for agency's capital planning processes, enterprise architectures, business cases, efforts on
expanding e-government, IT performance management, and overall health and well being of the
management of the agency IT Investments. A companion document entitled "Performance Information
for Major IT Investments" uses information from the Exhibit 300s and this section to provide a snapshot
of IT investments, their planned investments, support of the agency strategic goals, and the performance
goals and measures identified for the investments.
Getting to Green on Expanding E-Government:

Agency plans for achieving "Green" on the E-Gov Scorecard should include plans to achieve:

e Strategic Value: all major systems investments have a business case submitted that meets the
requirements of OMB Circular A-11 (Exhibit 53, Exhibit 300);
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e Agency has an integrated, departmental, capital planning and enterprise architecture process;

e [T Program Performance: On average, all major IT projects operating within 90% of Exhibit 300
cost, schedule, and performance targets; and

e IT Security: Agency has implemented and manages an enterprise-wide program to monitor the IT
security programs of its major components. Each component identifies and manages risks to
information and information systems.

E-government and GPEA implementation (must show department-wide progress or participation in multi-
agency initiative in 3 areas):

e (Citizen one-stop service delivery integrated through Firstgov.gov, cross-agency call centers, and
offices or service centers;

e Minimize burden on business by re-using data previously collected or using ebXML or other open
standards to receive transmissions;

e Intergovernmental: Deploying E-grants or Geospatial Information one-stop; and

e Obtaining productivity improvements by implementing customer relationship management, supply
chain management, enterprise resource management, or knowledge management best practices.

53.3  What special terms must I know?

Capital planning and investment control (CPIC) is the same as capital programming and is a decision-
making process for ensuring that information technology (IT) investments integrate strategic planning,
budgeting, procurement, and the management of IT in support of agency missions and business needs.
The term comes from the Clinger-Cohen Act of 1996 and generally is used in relationship to IT
management issues.

E-business (Electronic Business) means doing business online. E-business is often used as an umbrella
term for having an interactive presence on the Web. A government e-business initiative or project
includes web-services type technologies, component based architectures, and open systems architectures
designed around the needs of the customer (citizens, business, governments, and internal federal
operations).

E-government is the use by the government of web-based Internet applications and other information
technologies, combined with processes that implement these technologies.

Earned Value Management (EVM) is a project management tool that effectively integrates the project
scope of work with schedule and cost elements for optimum project planning and control. The qualities
and operating characteristics of earned value management systems are described in American National
Standards Institute (ANSI)/Electronic Industries Alliance (EIA) Standard —748-1998, Earned Value
Management Systems, approved May 19, 1998.

Federal Enterprise Architecture Business Reference Model (IT related) is a function-driven framework
for describing the Lines of Business and Internal Functions performed by the Federal Government
independent of the agencies that perform them. The Business Reference Model (BRM) serves as the
business layer of the Federal Enterprise Architecture (FEA). It provides a foundation on which the
applications, data, and technology layers of the FEA are developed. Agency Capital Asset Plans (Exhibit
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300s) will be mapped against this framework to identify opportunities for cross-agency collaboration and
potential system redundancies.

The BRM employs a three-tiered hierarchy to describe the business of the Federal government. Business
Areas provide a high-level view of the types of operations the Federal Government performs. The Four
Business Areas decompose into 31 Lines of Business and Internal Functions. The Lines of Business
describe more specifically the services and products the Government provides to its stakeholders, while
the Internal Functions describe the back office and support activities that enable the Government to
operate. Finally, there are 132 Sub-Functions that form the final level of decomposition within the FEA
BRM and communicate the specific activities that Federal agencies perform within each Line of Business
and Internal Function.

Financial management systems are financial systems and the financial portion of mixed systems (see
definitions below) that support the interrelationships and interdependencies between budget, cost and
management functions, and the information associated with business activities.

Financial systems are comprised of one or more applications that are used for any of the following:

Collecting, processing, maintaining, transmitting, and reporting data about financial events;
Supporting financial planning or budgeting activities;

Accumulating and reporting cost information; or

Supporting the preparation of financial statements.

A financial system supports the processes necessary to record the financial consequences of events that
occur as a result of business activities. Such events include information related to the receipt of
appropriations or resources; acquisition of goods or services; payment or collections; recognition of
guarantees, benefits to be provided, or other potential liabilities or other reportable activities.

Funding source means the direct appropriation or other budgetary resources an agency receives. You
need to identify the account and the budget authority provided. Report those accounts that provide the
financing for a particular investment. 7o avoid double counting, do not report any accounts receiving
intra-governmental payments to purchase IT investments or services as funding sources.

Information system means a discrete set of information technology, data, and related resources, such as
personnel, hardware, software, and associated information technology services organized for the
collection, processing, maintenance, use, sharing, dissemination or disposition of information.

Information technology, as defined by the Clinger-Cohen Act of 1996, sections 5002, 5141, and 5142,
means any equipment or interconnected system or subsystem of equipment that is used in the automatic
acquisition, storage, manipulation, management, movement, control, display, switching, interchange,
transmission, or reception of data or information. For purposes of this definition, equipment is "used" by
an agency whether the agency uses the equipment directly or it is used by a contractor under a contract
with the agency that (1) requires the use of such equipment or (2) requires the use, to a significant extent,
of such equipment in the performance of a service or the furnishing of a product. Information technology
includes computers, ancillary equipment, software, firmware and similar procedures, services (including
support services), and related resources. It does not include any equipment that is acquired by a Federal
contractor incidental to a Federal contract.

Integrated Project Team (IPT) means a multi-disciplinary team lead by a program manager responsible

and accountable for planning, budgeting, procurement and life-cycle management of the project to
achieve its cost, schedule and performance goals. Team skills include: budgetary, financial, capital
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planning, procurement, user, program, value management, earned value management, and other staff as
appropriate.

Life Cycle Costs means the overall estimated cost for a particular program alternative over the time period
corresponding to the life of the program, including direct and indirect initial costs plus any periodic or
continuing costs of operation and maintenance.

Major IT system or project means a system that requires special management attention because of its
importance to an agency mission; its high development, operating, or maintenance costs; or its significant
role in the administration of agency programs, finances, property, or other resources. Large infrastructure
investments (e.g., major purchases of personal computers or local area network improvements) should
also be evaluated against these criteria. Your agency Capital Planning and Investment Control Process
may also define a "major system or project." All major systems or projects must be reported on Exhibit
53. In addition, a "major" IT system is one reported on your "Capital Asset Plan and Business Case,"
Exhibit 300. For the financial management mission area, "major" is any system that costs more than
$500,000. Additionally, if the project or initiative directly supports the President's Management Agenda
Items, then the project meets the criteria of "high executive visibility." Projects that are E-Government in
nature or use e-business technologies must be identified as major projects regardless of the costs. If you
are unsure about what systems to consider as "major," consult your agency budget officer or OMB
representative. Systems not considered "major" are "small/other."

Mixed system means an information system that supports both financial and non-financial functions of
the Federal Government or components thereof.

Non-financial system means a system that supports management functions of the Federal Government or
components thereof and does not record financial events or report financial information.

On-Going Project means a project that has been through a complete budget cycle with OMB and
represents budget decisions consistent with the President's Budget for the current year (BY-1).

Operational (steady state) means an asset or part of an asset that has been delivered and is performing the
mission.

Planning means preparing, developing or acquiring the information you will use to design the project;
assess the benefits, risks, and risk-adjusted life-cycle costs of alternative solutions; and establish realistic
cost, schedule, and performance goals, for the selected alternative, before either proceeding to full
acquisition of the capital project or useful segment or terminating the project. Planning must progress to
the point where you are ready to commit to achieving specific goals for the completion of the acquisition.
Information gathering activities may include market research of available solutions, architectural
drawings, geological studies, engineering and design studies, and prototypes. Planning is a useful
segment of a capital project. Depending on the nature of the project, one or more planning segments may
be necessary.

Small/Other IT Project means any initiative or project not meeting the definition of major defined above
but that is part of the agency's IT investments.

Useful segment means an economically and programmatically separate component of a capital project

that provides a measurable performance outcome for which the benefits exceed the costs, even if no
further funding is appropriated.
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53.4 How do I determine whether I must report?

Submit an agency IT investment portfolio (exhibit 53) to OMB if either of the following are true:

e Your agency is requesting funding for IT investments via a Capital Asset Plan and Business Case
(see section 300). If you are unsure whether your agency will submit exhibit 300, consult your
OMB representative.

¢ Your financial management system budgetary resources are above $500,000.

53.5 How do I submit exhibit 53 and when is it due?

Section 53 requires the submission of the Exhibit 53 and several attendant documents. OMB Circular A-
130, "Management of Federal Information Resources", requires that agency initial budget submissions
include:

e Agency IRM Plan;
e Documented Capital Planning and Investment Control (CPIC) process; and
e Agency Enterprise Architecture.

For specifics on what should be included in these attendant documents and their requirements, please
refer to section 8B of Circular A-130. OMB Circular A-130 is available on the OMB Website at
http://www.whitehouse.gov/omb/circulars/al 30/al30trans4.html.

Y ou must submit exhibit 53 in an electronic format either by e-mailing a spreadsheet version of exhibit 53
to exhibit53@omb.cop.gov or, if your agency uses I-TIPS, by submitting it directly from I-TIPS. The
attendant documents must all be submitted electronically in whatever format the agency used to create the
documents. All of these items will be assessed as part of the budget process and information provided to
the agency via passback. The subject line must have the three digit OMB agency code (see Appendix C)
and the full agency name.

Your exhibit 53 and the attendant documents are due to OMB by September 9™. In addition, you must
update each exhibit 53 and the accompanying Capital Asset Plans and Business Cases (Exhibit 300) you
submitted in September to reflect any changes due to final budget decisions (see section 100.1).

53.6  If I submitted exhibit S3 last year, how do I revise it this year?

If your agency provided an exhibit 53 for the FY 2003 Budget, you may choose to update the file that
your agency submitted last year. The file should be updated to reflect any new column headings in the
FYO04 reporting requirements. It is important that you ensure that the file is updated to reflect PY for
FY2002, CY for FY2003, and BY for FY2004. The exhibit 53 will also need to be updated to add the
financial percentage and IT security percentage of spending for the entry.

53.7 How is exhibit 53 organized?

(a) Overview.
As a general rule, exhibit 53 covers IT for your agency as a whole. Provide investment amounts in
millions (to one decimal point) PY through BY. Information reported here must be consistent with data

you report in MAX schedule O, object classification (specifically, object classes 11.1 through 12.2, 23.1,
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23.2, 25.2, 25.3, 25.7, 26.0, 31.0, and 41.0). Include all major IT systems, projects, and initiatives,
including financial management systems, reported in exhibit 300.

Exhibit 53 has four major parts:

Part 1. IT systems by mission area.

Part2. IT infrastructure and office automation.
Part 3. Enterprise architecture and planning.
Part4. Grants management.

All parts use the following common data elements:

Title means a definitive title that explains what the project or investment is entitled. This should
include a short project description for each project of one-hundred words or less. This description
should explain the entry item, its components, and what program(s) it supports. This description
should be understandable to someone who is not an expert in the agency.

Development/modernization/enhancement means the program cost for new systems, changes or
modifications to existing systems that improve capability or performance, changes mandated by
Congress or agency leadership, personnel costs for project management, and direct support. This
amount equals the sum of amounts reported for planning and full acquisition of that system in
exhibit 300 and is required for "major" systems only.

Steady state means maintenance and operation costs at current capability and performance level
including costs for personnel, maintenance of existing information systems, corrective software
maintenance, voice and data communications maintenance, and replacement of broken IT
equipment. This amount equals amounts reported for maintenance of that system in exhibit 300
and is required for "major" systems only.

Percentage financial means an estimated percentage of the total system budget authority
associated with the financial components. See the financial system definition for a description of
financial functions.

Supports Homeland Security means an IT system or project that supports homeland security goals
and objectives, i.e., 1) improves border and transportation security, 2) combats bioterrorism, 3)
enhances first responder programs, 4) improves information sharing to decrease response times for
actions and improves the quality of decision making.

Percentage IT security means an estimated percentage of the total investment for budget year
associated with IT security for a specific project. Federal agencies must consider the following
criteria to determine security costs for a specific IT investment:

1. The products, procedures, and personnel (Federal employees and contractors) that are
primarily dedicated to or used for provision of IT security for the specific IT investment. Do not
include activities performed or funded by the agency Inspector General. This includes the costs
of:

e risk assessment;

e  security planning and policy;
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e  certification and accreditation;

e specific management, operational, and technical security controls (to include access
control systems as well as telecommunications and network security);

e authentication or cryptographic applications;

e  cducation, awareness, and training;

e system reviews/evaluations (including security control testing and evaluation);
e  oversight or compliance inspections;

e  development and maintenance of agency reports to OMB and corrective action plans
as they pertain to the specific investment;

e  contingency planning and testing;

e  physical and environmental controls for hardware and software;
e auditing and monitoring;

e computer security investigations and forensics; and

e  reviews, inspections, audits and other evaluations performed on contractor facilities
and operations.

2. Other than those costs included above, security costs may also include the products,
procedures, and personnel (Federal employees and contractors) that have as an incidental or
integral component, a quantifiable benefit to IT security for the specific IT investment. This
includes system configuration/change management control, personnel security, physical security,
operations security, privacy training, program/system evaluations whose primary purpose is
other than security, systems administrator functions, and, for example, system upgrades within
which new features obviate the need for other standalone security controls.

3. Many agencies operate networks, which provide some or all necessary security controls for
the associated applications. In such cases, the agency must nevertheless account for security
costs for each of the application investments. To avoid "double-counting” agencies should
appropriately allocate the costs of the network for each of the applications for which security is
provided.

In identifying security costs, some agencies find it helpful to ask the following simple question,
"If there was no threat, vulnerability, risk, or need to provide for continuity of operations, what
activities would not be necessary and what costs would be avoided?" Investments that fail to
report security costs will not be funded. Therefore, if the agency encounters difficulties with the
above criteria they must contact OMB prior to submission of the budget materials.

o Funding Source means any budgetary resource used for funding the IT Investment. Budgetary
resource is defined in section 20. For each funding source, identify the budgetary resources (direct
appropriation or other specific budgetary resources such as working capital funds, revolving funds,
user fees, etc) for a project or investment. Identify the budget account and organization or
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operating division. Add as many funding source line items as are appropriate for the investment
or project. To avoid double counting, do not report any accounts receiving intra-governmental
payments to purchase IT investments or services.

e  Funding Source subtotal means the totals of all funding sources used for funding the IT
Investment.

(b) Part 1. IT systems by mission area.

Consistent with your agency’s strategic and annual performance plan, report amounts for IT investments
that directly support an agency-designated mission area (e.g., human resource management, financial
management, command and control). Report each mission area in which IT systems, programs, projects,
or initiatives are funded. For each mission area, itemize each "major" and "small/other" system. To
determine how many systems, including all parts of the exhibit, should be listed as either "major" or
"small" in each mission area, use the rule that the greater percent of your IT expenditures should be
identified within the major category. For FY 2003, agencies identified an average of 52 percent of their
total IT investments as "major." Major projects should account for at least 60 percent of the IT
investment portfolio for FY 2004 reporting. This is the performance goal to focus on achieving and
increasing as agencies use capital planning and investment control processes to better manage information
technology.

You must have a mission area titled "Financial Management," and it must be reported as the first mission
area. Some systems support financial functions in addition to other functions. If a system supports
financial functions, you must include an estimated percentage of the total system obligations associated
with the financial components. See the financial system definition for a description of financial functions.
Systems that predominately support financial functions should be included in the first mission area,
"Financial Management." If the project reported is 100 percent financial, indicate 100 percent in the
column. For mixed systems or projects, indicate the appropriate percentage that is financial. For those
projects that are fully non-financial, enter zero.

(c) Part 2. IT infrastructure and office automation.

Report amounts for IT investments that support common user systems, communications, and computing
infrastructure. These investments usually involve multiple mission areas and might include general
LAN/WAN, desktops, data centers, cross-cutting issues such as shared IT security initiatives, and
telecommunications. Report each "major" IT infrastructure system, program, project, or initiative
separately. Report your IT security initiatives and projects that are not directly tied to a major project on
a separate line identified as "small/other."

(d) Part 3. Enterprise architecture and planning.

Report amounts for IT investments that support strategic management of IT operations (e.g., business
process redesign efforts that are not part of an individual project or initiative, enterprise architecture
development, capital planning and investment control processes, procurement management, and IT policy
development and implementation).

(e) Part 4. Grants management.

Report amounts for IT investments that represent planning, developing, enhancing or implementing a
grants management system or portion thereof. Highlight any grants systems initiatives as defined by this
section. To highlight a system, which is not defined as major/critical, agencies should identify the grants

system as small/other.
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53.8 How is exhibit 53 coded?

Use the following 17 digit line number coding system to update or complete your exhibit 53:

Entry:

Description:

XXX-XX-XX-XX-XX-XXXX-XX

The first three digits are your agency code (see Appendix C).

XxXx-XX-XX-XX-XX-XXXX-XX

The next two digits are your bureau code (see Appendix C). If this is a department
only reporting, use 00 as your bureau code.

XXX-XX-XX-XX-XX-XXXX-XX

These two digits indicate the four parts of exhibit 53:
e (01 =Part 1. IT Systems by Mission Area
e 02 =Part 2. IT Infrastructure and Office Automation
e (03 =Part 3. Enterprise Architecture and Planning

e (04 =Part 4. Grants Management

XXX-XX-XX-X X -XX-XXXX-XX

These two digits indicate the mission area. Assign a unique code for each mission
area reported.

XXX-XX-XX-XX-X X -XXXX-XX

These two digits indicate your agency’s type of investment. Select one of the
following two digit codes according to the type of investment you are reporting:

e (01 = Major investments

e (02 = Small/Other investments

XXX-XX-XX-XX-XX-XXXX-XX

This is a four digit identification number that identifies a specific investment or
project. If a new project is added to exhibit 53, locate the area of exhibit 53 where
you are going to report the project and use the next sequential number as your four
digit identification number.

XXX-XX-XX-XX-XX-XXXX-XX

The final two digits identify which part of the investment you are reporting. Select
one of the following two digit codes according to what you report on the title line:

e (00 = Total project investment title line, or the first time the agency is
reporting this particular investment

e 04 = Funding source or appropriation

e 09 = Any subtotal

53.9 What are the steps to complete exhibit 53?

The following provides step-by-step instructions to complete each part of exhibit 53. See section 53.3

and 53.7 for definitions.

AGENCY IT INVESTMENT PORTFOLIO

Entry Description

Part 1. IT Systems by Report amounts for IT investments that directly support an agency-designated

Mission Area mission area. Report each mission area in which IT systems, programs, projects, or
initiatives are funded. This information should map directly to your agency’s
strategic and annual performance plan. For IT applications that cover more than one
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Entry

Description

agency, report in the mission area with oversight of the project. Mission area 01 is
reserved for your "financial management" projects and activities.

Step 1: For each mission area, list each major IT system or project and the
corresponding investment costs. For BY only, if financial or mixed, identify what
percentage is financial. For BY only, if IT security costs are included, identify what
percentage of the total investment is IT security. If this system or project supports
Homeland Security goals and objectives (see section 53.7), answer yes. Provide the
development/ modernization/enhancement and steady state costs.

Step 2: For each mission area, list each small/other project. If either of these has
financial, mixed, or IT security, identify the appropriate percentages. If this system
or project supports Homeland Security goals and objectives (see section 53.7),
answer yes.

Part 2. IT
Infrastructure and
Office Automation

Report amounts for IT investments that are common user systems, communications,
shared IT security initiatives, and computing infrastructure. Investments listed will
usually support multiple mission areas (e.g., general LAN/WAN, desktops, data
centers, telecommunications). Report each major IT infrastructure system, program,
or project separately.

Follow the step-by-step instructions outlined in Part 1.

Part 3. Enterprise
Architecture and
Planning

Report amounts for IT investments that support strategic management of IT
operations (e.g., business process redesign, enterprise architecture development, IT
investment planning, procurement management, and IT policy development and
implementation).

Follow the step-by-step instructions outlined in Part 1.

Part 4. Grants
Management

Report amounts for IT investments that support grants management operations.

See classification instructions in section 53.7 under Grants Management.

Section 53-14

OMB Circular No. A-11 (2002)



AGENCY IT INVESTMENT PORTFOLIO

EXHIBIT 53

Agency IT Investment Portfolio

Homeland
Total Investment Percentage Security DME Steady State
Code Entry IT
PY | CY | BY | Financial Security Y/N PY | CY | BY | PY | CY | BY

123-45-00-00- | Agency, Total IT | X X X X X X X X X
00-0000-00 Investment Portfolio (sum

of all parts 1, 2, 3, 4)
123-45-01-00- | Part 1. IT Systems by | X X X X X X X X X
00-0000-00 Mission Area (subtotal for

all mission areas under part

D
123-45-01-01- | Title of mission area and | X X X X X X X X X
01-0000-00 subtotal for all major and

small projects under the

mission area
123-45-01-01- | Major project title and total | X X X X X X X X X X X
01-1010-00 investment
123-45-01-01- | Funding Source X X X X X X X X X
01-1010-04
123-45-01-01- | Funding Source subtotal X X X X X X X X X
01-1010-09
123-45-01-01- | Small/other project and total | X X X X X
02-0000-00 investment
123-45-02-00- | Part 2. IT Infrastructure | X X X X X X X X X
00-0000-00 and Office Automation

(subtotal for all investments

under part 2)
123-45-02-01- | Major project title and total | X X X X X X X X X X X
01-1010-00 investment
123-45-02-01- | Small/other project and total | X X X X X
02-0000-00 investment
123-45-03-00- | Part 3. Enterprise | X X X X X X X X X
00-0000-00 Architecture and Planning

(subtotal for all investments

under part 3)
123-45-03-01- | Major project title and total | X X X X X X X X X X X
01-1010-00 investment
123-45-03-01- | Small/other project and total | X X X X X
02-0000-00 investment
123-45-04-00- | Part 4. Grants | X X X X X X X X X
00-0000-00 Management (subtotal for

all investments under part 4)
123-45-04-00- | Major project title and total | X X X X X X X X X X X
01-1010-00 investment
123-45-04-01- | Small/other project and total | X X X X X
02-0000-00 investment

X in any position above indicates it is required for that type of investment.
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SECTION 54—RENTAL PAYMENTS FOR SPACE AND LAND

Table of Contents

54.1 Do I need to report on rental payments?

54.2  What materials must I provide?

54.3  What terms do I need to know?

54.4  How do I prepare the space budget justification?
54.5  What supporting information must I provide?

Ex—54 Space Budget Justification

54.1 Do I need to report on rental payments?

If your agency obligates more than $5 million annually for rental payments to GSA or to others (e.g.,
other Federal agencies or commercial landlords) for rental of space, structures and facilities, and land and
building services, you must submit a space budget justification in the format of exhibit 54. OMB uses
this information to evaluate your budget request for rent in the context of personnel and program changes
(e.g., downsizing). The General Services Administration (GSA) uses this information to refine its
estimates of rental costs. You should use this information to analyze your space requirements and rental
costs.

For reporting purposes, include amounts for the services covered by the basic rental charge assessed by
GSA as obligations for rental payments to GSA, but exclude amounts above standard services, such as
overtime utility services. From GSA’s monthly bill, use line D, "Total Annual Rental" plus, in some
cases, line 14a "Billing Adjustments and Corrections, Current Year" to compare to the amount on the line
"GSA rent estimate" of exhibit 54. These amounts are already net of obligations for the cost of operations
in buildings where GSA has delegated authority for building operations. The cost of building operations
in buildings whose operational authority is delegated should be budgeted in the appropriate object classes,
such as 25.4, operations and maintenance of facilities. These costs should appear on exhibit 54.

Make your obligations for rental payments to GSA (Part 1 of exhibit 54) and your obligations for other
space services paid to non-GSA entities (Part 2) consistent with data reported as rental payments under
the appropriate object classes (see section 54.4).

54.2  What materials must I provide?

You must submit an overall summary report in the format of exhibit 54 for the agency as a whole. This
report provides a justification of your agency's budget request for rent. In addition, you must submit a
separate report for each bureau or subordinate organization that makes rental payments. Submit a single
agency-wide summary report if these costs are paid for centrally from one account.

You must complete exhibit 54 using an electronic spreadsheet (Excel or Lotus) available from GSA
(phone: 202-219-0370 or http://hydra.gsa.gov/exhibit54). The spreadsheet format includes inflation
factors to calculate outyear estimates automatically and it generates total obligations for rental costs and
funding sources.

The report contains information for PY through BY+1 on:

OMB Circular No. A-11 (2002) Section 54-1


http://hydra.gsa.gov/exhibit54

SECTION 54—RENTAL PAYMENTS FOR SPACE AND LAND

e Rental payments to GSA, which reconciles the GSA rent estimate with actual, planned, and
requested changes in inventory.

¢ Funding sources for these rental payments to GSA.
e Rental payments to others, both non-Federal and Federal sources.

e Supporting detail on all changes from the GSA rent bill or GSA estimates of rental costs (see
section 54.5).

Your submission must support your budget year request and list all applicable appropriations and/or other
funding sources by account.

Report space requirements to the nearest square foot; state obligations in thousands of dollars and round
to the nearest thousand. Where an amount falls exactly halfway in between, round to the nearest even
figure (for example, both $11,500 and $12,500 round to $12.) Do not identify amounts of $500 or less.

Provide copies of these materials (electronic versions) to GSA (attention: OMBEXxhibit54@gsa.gov) at
the same time you submit them to OMB.

54.3 What terms do I need to know?

Agency means departments and establishments of the Government, and bureau means the principal
subordinate organizational units of an agency.

GSA bureau code means the agency/bureau code(s) recorded on the GSA rent bills or GSA budget
estimates for each bureau making rental payments. (This number is not the same as the 3—digit OMB
bureau code described in section 79.2 and Appendix C.)

GSA rent estimate means a document developed by GSA and sent to customer agencies once a year.
This document provides budget year data on estimated assigned space and the associated costs of that
space. It is used by GSA's customers for planning and budgeting purposes. You should use this year's
GSA budget estimate (available this summer) to report the GSA rent estimate for the CY and BY.

OMB-approved inflation factor means the inflation factor used in the GSA budget estimate.
Mid-Session Review inflation factors will be used for CY through BY+1. The electronic spreadsheet
format provided to you will use these factors to automatically inflate certain outyear estimates.

Chargeback (or adjustments to the bill) means the process by which GSA's customers contest a GSA
billing. If you claim a chargeback, you are required to complete a Standard Form 238, "SIBAC
Adjustment Voucher For Chargeback" and provide supporting chargeback data justifying your claim.

54.4 How do I prepare the space budget justification?

The following table explains the information needed to prepare the space budget justification (see exhibit
54). Exhibit 54 illustrates the summary page of the submission. There are five worksheets that contain
the detail for the chargebacks, planned changes to inventory and the requested program changes. One
worksheet is for the chargebacks, and there is one for each year in which to detail planned changes to
inventory and the requested program changes (i.e., PY, CY, BY and BY+1). The summary justification
consists of two parts:
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SECTION 54—RENTAL PAYMENTS FOR SPACE AND LAND

e Rental payments to GSA (Part 1). (With the exception of the lines "Other adjustments,"
"Statutorily-imposed rent caps,” and "Funding sources for Rental Payments to GSA," data in this
part is derived by formula from five back-up worksheets); and

e Rental payments to others (Part 2).

Subtotals, totals, and certain other entries indicated in boldface will be automatically calculated (see

exhibit 54).

INFORMATION REQUIRED FOR THE SPACE BUDGET JUSTIFICATION

Entry

Description

Report in dollars and to the nearest square foot on the individual worksheets.
The totals will be automatically calculated for the summary page, with
obligations rounded to the nearest thousand.

Report net estimates of rental costs and square feet (i.e., net of any
adjustments within the relevant category being reported).

PART 1. RENTAL
PAYMENTS TO GSA

In Part 1, include information on rental payments to GSA only. Report data
on rental payments to others in Part 2.

GSA rent estimate

Actual adjustments to the bill
Enter PY only

PY Worksheet planned changes
in inventory

OMB Circular No. A-11 (2002)

For the chargeback and PY worksheets, report amount of the annual (i.e.,
full year) rental cost. To calculate the annual rental cost, use the monthly
GSA bill with the same date as the date on the GSA rent estimate and
multiply the rent estimate for the current month by the number of months
remaining in the fiscal year and add this amount to the year-to-date rent
estimate on the monthly bill.

Report the total square feet in the monthly GSA rent bill with the same date
as the date on the GSA rent estimate for the BY. (The monthly GSA bill
reflects total square feet billed for the month.)

For the CY worksheet, report the square feet and rent estimate reflected in
the CY column of GSA rent estimate for the BY.

For the BY worksheet, report the square feet and rent estimate reflected in
the GSA rent estimate for the BY.

Note: GSA will provide agencies with the supporting documentation for the
BY rent estimate, as required.

The electronic spreadsheet will calculate rent estimates for BY+1
automatically, using OMB-approved inflation factors. Estimates of square
feet will be generated by the spreadsheet for BY+1 at the BY level.

Report the net amount of any chargeback (resolved or unresolved) and
actual changes in the inventory for the PY that has not been reflected in the
monthly rent bill used above and the associated net square feet. This may
include disputes over rates, space classifications, and current space
requirements.

For the PY worksheet, report the net amount of approved and planned
changes in the inventory and adjustments from the base month (as reflected
in the GSA rent estimate) to the end of the fiscal year. Adjustments may be
an increase or decrease from the monthly rent bill used above for PY.
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Entry

Description

Enter the inventory changes for
the remainder of the year

CY, BY and BY+1 worksheets

Requested program changes in
inventory

Space budget justification—the

summary worksheet

Other adjustments

Statutorily-imposed rent
caps

Total, net rental payments to
GSA

Enter the square feet and the estimated annual rent under the “Agency
Information” columns. Enter the effective date of the project. The annual
change and the part-year change for rent are automatically calculated.

For the CY, BY, and BY+1 worksheets, include the approved and planned
changes in inventory and associated adjustments that are not reflected in
GSA rent estimates, including projects in the pipeline.

Enter the changes in the worksheet for the year in which the change will
first occur. The worksheet will automatically generate outyear estimates.

For CY, BY, and BY+1 worksheets, report inventory changes that will
result from changes in programs that have been enacted by law, are reflected
in the President’s budget, and/or are included in your BY request to OMB.

Enter the CY, BY, and BY+1 requested program changes in each
corresponding worksheet. The worksheet will automatically generate
outyear estimates.

Use this space to enter any other adjustments that are not included in the
individual worksheets. Include an explanation of these items.

Report only on those rental payments to GSA that you consider constrained
for legal reasons. Include as a footnote the legal reference (i.e., public law
citation).

Supporting detail must be provided, as described in section 54.5.

The Space Budget Justification worksheet will automatically generate these
totals.

FUNDING SOURCES FOR
RENTAL PAYMENTS TO
GSA

Funded by direct appropriations:

Account title and ID code

List each direct appropriation that funds rental payments to GSA, by
account title and identification (ID) code. Use a 9—digit ID code, that
includes the OMB agency/bureau code, followed by the 4—digit basic
account symbol assigned by Treasury (xxx—xx—xxxx) (see section 79.2).

For PY-BY+1, include the amount of obligations for rental payments to
GSA that are funded from annual appropriations and permanent
appropriations to general, special, and trust funds.

If there are more than three accounts listed, change the electronic
spreadsheet to add rows, as needed.

Subtotal, direct appropriation

Report the sum of amounts of direct appropriations for a year for accounts
listed. If more than 3 accounts are listed, change the spreadsheet formula to
calculate the amount funded by direct appropriations.

Funded by other sources:

Account title and ID code

Section 544

List all other sources of funding for rental payments to GSA (i.e., other than
direct appropriation) by account title and ID code (described above).
Include additional information on the line stub to identify the source of
funding, as necessary.
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Entry Description

For PY-BY+1, include the amount of obligations for rental payments to
GSA that are funded from reimbursements, other offsetting collections, and
allocations.

If there are more than three accounts listed, change the electronic
spreadsheet to add rows, as needed.

Subtotal, other funding sources  Report the sum of amounts for other funding sources for a year for accounts
listed. If more than 3 accounts are listed, change the spreadsheet formula to
calculate the amount funded by other sources.

Total, net rental payments to Report the sum of amounts paid to the GSA Federal building fund for all

GSA (object class 23.1) funding sources (direct appropriations plus other funding sources) for a year
for accounts listed. Report amounts that are consistent with obligations
classified as "Rental payments to GSA" (object class 23.1). Make the totals
for each year equal to the corresponding "Total, net rental payments to
GSA" reported above (see exhibit 54).

PART 2. RENTAL In Part 2, report information on rental payments to Federal agencies other
PAYMENTS TO OTHERS than GSA and to entities outside the Federal Government. Exclude data on
rental payments to GSA, which are reported in Part 1.

Non-Federal sources (object class  Include obligations for possession and use of space, land, and structures
23.2) leased from non-Federal sources (i.e., commercial landlords).

Report amounts consistent with obligations classified as "Rental payments
to others" (object class 23.2).

Federal sources other than GSA Include obligations for payments to Federal agencies other than GSA for
(object class 25.3) space, land, and structures that are subleased or occupied by permits,
regardless of whether the space is owned or leased.

Note: Typically, with the approval of the Administrator of GSA, you may
sublease your GSA-assigned space to another agency or bureau. In such
cases, if you are the agency assigned the space by GSA, report rental
payments for this space in Part 1 as "Rental payments to GSA". If you are
the agency or bureau subleasing space from another agency or bureau,
report payments for the sublease in Part 2 as "Federal sources other than
GSA."

Report amounts consistent with obligations for rental payments to Federal
sources reported as "Purchases of goods and services from Government
accounts" (object class 25.3).

Total, rental payments to others Report the sum of amounts as rental payments to non-Federal sources and to
Federal sources other than GSA. Make the totals consistent with rental
obligations classified in object classes 23.2 and 25.3.

54.5  What supporting information must I provide?

Complete and submit all six worksheets of exhibit 54 that support the Space Budget summary page. For
each change, include the GSA bureau code, the GSA building number (if known), city and State, type of
action, effective date, square feet, and rent on the appropriate worksheet. For any program changes
requested, provide supporting information that identifies the program initiatives related to the requested
changes. In addition, provide a list that identifies major acquisitions, renovations, or consolidations
required to implement agency planned space changes, as well as the timing, amount of work space, and
cost of each action.
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Space Budget Justification
Note: The PY GSA RENT estimate is
based on the monthly rent bill with

Agency Shaded entries are

. "date of inventory" that matches the
Bureau automatically generated

by the cl g GSA budget estimate for BY. CY
GSA Bureau Code Y ¢ ec:lehecttromc and BY rent estimates are taken from
spreadsheet. the GSA budget estimates for the BY.

Round dollars to the nearest
thousand, as required by section Dep artment of Government

34.2. Report space requirements to (obligations in thousands of dollars)
the nearest square foot.

PY CY BY BY +1
Sq. Ft. $ Sq. Ft. $ Sq. Ft. $ Sq. Ft. $
PART 1: RENTAL PAYMENTS TO GSA
GSA rent estimate. ..........coeeeeveninennennn. 26,500,000 $400,000 28,300,000 $425,000 28,300,000 $438,000

Actual adjustments to the bill:
Chargebacks (PY only)..
Other adjustments. ........................
Statutorily imposed rent caps...........

-500,000  -$4,000

Planned changes to inventory:

200,000 $2,000

$1,200

100,000
135,000  $1,750

115,000 $1,000

115,000 $1,000
100,000  $1,200

Total, net rental payment to GSA...........

FUNDING SOURCES FOR RENTAL
PAYMENTS

Funded by direct appropriations:
Account title and ID code:

Acct. 1 Salaries and expenses 016-10-116,

Dollar amounts for "Total, net rental payments to GSA" above should equal the
corresponding entries at the end of Part 1. Supporting detail is required on each actual,
planned, and requested change in inventory (see section 54.5).

$366,250 $367,750 $372,387 $377,000

Funded by other sources:
Account title and ID code:
Acct. 1 Water resources control

6-12-2650 $31,750 $54,950 $67,168 $73,860

Pursuant to section 83.12, only payments made directly to the GSA Federal buildings fund
should be classified as object class 23.1. All other rental payments should be classified as
object class 23.2 or object class 25.3.

Total, net payments to GSA (object class 23.1)
PART 2: RENTAL PAYMENTS TO OTHERS

Non-Federal sources (object class 23.2)....... 24,000,000 $290,000 25,000,000 $300,000 22,900,000 $275,000 22,900,000  $275,000
Federal sources (object class 25.3)............. 150,000 $1,800 150,000 $1,800 150,000  $2,000 150,000 $2,000

Total, ental payments (0 others............. | 24150000 $291,800 $25,150,000  $301,800 $23,050,000 $277,000 $23,050,000  $277.000
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SECTION 55—ENERGY AND TRANSPORTATION EFFICIENCY MANAGEMENT

Table of Contents

55.1  Why collect this information?
55.2  Which agencies need to report?
55.3  How do I prepare exhibit 55?

Ex—55 Funding Request for Energy and Transportation Efficiency Management
Summary of Changes

Requires agencies to report on funding requested for energy efficiency management and
transportation efficiency management as required by Executive Orders 13123 and 13149. Most of
the Federal energy management data formerly collected in this section will continue to be collected
electronically by the Department of Energy as part of each agency’s annual report to the President
due by January 1.

55.1 What s the purpose of this information?

Executive Order 13123 on efficient energy management requires agencies to track their energy use to
ensure progress toward the Order’s quantitative goals, including goals for improving energy efficiency,
expanding the use of renewable energy, and reducing petroleum use. Part 3 of the Order requires each
agency to request funding necessary to achieve the goals of the Order.

Executive Order 13149 on Federal fleet and transportation efficiency requires agencies to report on
progress in acquisition of alternative fuel vehicles, use of alternative fuels, and acquisition of higher
economy vehicles. Part 3 of this Order requires each agency to identify in its annual budget submission
the funding necessary to meet the requirements of the Order.

55.2  Which agencies need to report?

Energy efficiency management data: Agencies that control their federally-owned building space or pay
utilities directly in leased space must report the information required in Table 1.1 of exhibit 55. Agencies
that lease all space from the General Services Administration (GSA) and do not pay any energy
surcharges do not have to report any data on Table 1.1. GSA is responsible for reporting energy data for
that space.

Transportation efficiency management data: Each agency operating a Federal fleet of 20 or more light
duty motor vehicles within the United States, whether they are GSA-leased, commercially-leased, or
agency-owed must report the information required in Table 1.2 of exhibit 55.

55.3 How do I prepare exhibit 55?

If your agency is required to report Energy efficiency management data, you must complete Table 1.1 of
exhibit 55. If your agency is required to report Transportation efficiency management data, you must
complete Table 1.2 of exhibit 55. Both tables require you to identify investments planned for the budget
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year as well as investments made or planned in the past and current years. Use the following definitions
to prepare the tables:

(a) Table 1.1 - Identification of funds for energy efficiency management as required by Executive Order
13123

Energy Savings Performance Contracts (ESPC) or Utility Energy Service Contracts (UESC) mean
alternative financing instruments that enable agencies to hire a private-sector energy service company
(ESCO) or local utility to finance, install and operate energy-efficiency improvements in a federal facility.
The agencies pay the contractors using a portion of the energy cost savings that the contractor guarantees
to accrue over the life of the energy efficiency improvements. These contracts allow agencies to
undertake more and larger efficiency improvements than budgets might otherwise permit. Report the
funding for overhead costs associated with encouraging the use of and administering ESPCs and UESCs.
Do not report the total investments or awarded value of ESPCs and UESCs.

Direct spending on energy efficiency means the funds requested each year for efficiency activities. This
will measure your agency’s cost and management of activities undertaken with direct appropriations to
achieve the Executive Order’s goals.

Direct spending on training means expenditures for energy management training for your agency’s
energy management team as well as Federal employees and on-site contractors who are energy or facility
managers, operations and maintenance workers, facility design personnel, procurement and budget staff,
and legal counsel.

Energy Star® means a building that ranks in the top 25 percent in energy efficiency relative to
comparable commercial and Federal buildings. Leadership in Energy and Environmental Design
(LEED) is a green building rating system that includes standards for improving energy efficiency and
environmental performance of buildings. Investments in better building design and construction typically
return dividends (such as reduced operations and maintenance costs) that will save money over the life of
the building, above and beyond any up front costs incurred to design and implement them (i.e.,
investments are life-cycle cost effective. Agencies are encouraged to incorporate Energy Star® or LEED
building standards into up front design concepts for new construction and/or building renovations. If you
incur or anticipate incurring additional costs for incorporating these standards, report them. It is
understood that, in many cases, Energy Star® or LEED building design requirements can be incorporated
at no additional cost.

Green Power means electricity generated from the following renewable energy sources: solar, wind,
wave, geothermal, and biomass. Thermal energy purchased from these renewable sources and
incremental hydropower should also be included in green power reporting.

On-site generation and renewable power generation means costs for installation of technologies that use
renewable energy to provide light, heat, cooling, or mechanical or electrical energy for use in facilities or
other activities. The term also means the use of integrated whole building designs that rely upon
renewable energy resources, including passive solar design.

(b) Table 1.2 -- Identification of funds for transportation efficiency management as required by Executive
Order 13149.

Acquisition of alternative fuel vehicles means funding for acquisition of only light duty motor vehicle
that are defined as alternative fuel vehicles (dedicated or dual fueled vehicle).
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Infrastructure development and use of alternative fuels means funding to develop or enhance vehicle
refueling infrastructure, either on or off government property, to provide alternative fuel for the purpose
of refueling Federal alternative fuel vehicles. Funds required to pay the incremental cost of certain
alternative fuels (ethanol and biodiesel) above the cost of petroleum based fuels should also be included
in this category.

Implementation of compliance strategy means costs agencies have incurred to comply with requirements
of Executive Order 13149 in terms of developing, modifying, and implementing a strategy for achieving
the goals of the Order. Do not include costs to acquire alternative fuel vehicles (covered in the first line of
Table 1.2), or alternative fuel or alternative fuel infrastructure (covered in second line of Table 1.2).

Direct spending on training means costs of educating drivers and fleet managers on: the requirements
and goals of the Executive Order; the use and availability of alternative fuels; appropriate GSA
acquisition procedures; and options for complying with Executive Order 13149.

Procurement of environmentally preferable motor vehicle products means expenditures for retread tires,
rerefined motor oil, biolubricants and other vehicle related products identified as recycled, energy
efficient, biobased or environmentally preferable purchases by the Environment Protection Agency, the
Department of Energy, or the Department of Agriculture.
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EXHIBIT 55

ENERGY AND TRANSPORTATION EFFICIENCY MANAGEMENT

FY 2004 FUNDING REQUEST FOR

ENERGY AND TRANSPORTATION EFFICIENCY MANAGEMENT

Agency:

Date:

Prepared by:

Phone:

1.1 IDENTIFICATION OF FUNDS FOR ENERGY EFFICIENCY MANAGEMENT AS REQUIRED BY E.O. 13123

2002 2003 2004
Page(s) in
Amount Amount Amount Budget
(thou. $) Account(s) (thou. $) Account(s) (thou. $) Account(s) Submission to
OMB

ESPC and/or UESC
negotiation/administration

Direct spending on energy efficiency

Direct spending on training

Energy Star ® building design/
construction incremental costs

"Green Power" purchases

On-site generation and renewable power
generation

Other (please specify)

Total

1.2 IDENTIFICATION OF FUNDS FOR TRANSPORTATION EFFICIENCY MANAGEMENT AS REQUIRED BY E.O. 13149

2002 2003 2004
Page(s) in
Amount Amount Amount Budget
(thou. $) Account(s) (thou. $) Account(s) (thou. $) Account(s) Submission to
OMB

Acquisition of alternative fuel vehicles

Infrastructure development and use of
alternative fuels

Implementation of compliance strategy,
including any modifications

Direct spending on training

Procurement of environmentally
preferable motor vehicle products

Other (please specify)

Total

Section 55-4
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SECTION 56—DRUG CONTROL PROGRAMS

Table of Contents

56.1 Do I need to submit information on drug control programs?
56.2  What materials must I provide?

Summary of Changes

Requires agencies to submit a copy of the “Drug Control Budget Resource Summary” prepared for
the Office of National Drug Control Policy.

56.1 Do I need to submit information on drug control programs?

You must submit information for all drug control programs identified by the Office of National Drug
Control Policy (ONDCP) as part of the National Drug Control budget (see ONDCP Circular, “Budget
Formulation,” dated May, 2002).

Drug control programs are programs, policies, and activities undertaken by National Drug Control
Program agencies pursuant to the responsibilities of such agencies under the National Drug Control
Strategy (see 21 USC 1701(6). These programs:

e Enforce drug control laws;
e Discourage the use of drugs; or
e Treat individuals for substance abuse.

56.2 What materials must I provide?

For each bureau in your agency that is included in the National Drug Control Budget, you must submit a
copy of the “Drug Control Budget Resource Summary” prepared by your agency for ONDCP, as required
by that Office’s Circular, “Budget Formulation.”

You must submit revised materials, reflecting final budget decisions, promptly after such decisions have
been made (see section 100.1).

Include the date of preparation and the name and telephone number of an individual responsible for
answering questions on the information provided. OMB may also require additional information, such as
the effects on your drug control budget of actions by the House and Senate Appropriations Committees
and Subcommittees.
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SECTION 57—INFORMATION ON ERRONEOUS PAYMENTS

Table of Contents

57.1 What is an erroneous payment?

57.2 Who must report erroneous payment information and when is it due?
57.3 What materials must I provide?

57.4 How do I submit exhibit 57A?
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Summary of Changes

Requires agencies to submit erroneous payment information using a standard electronic reporting
format for each program (section 57.3).

Changes some data reporting fields and requires agencies to describe how estimates were derived
(section 57.3).

Requires agencies to report on the status of passback and Executive Branch Management Scorecard
items (section 57.3).

Adds a request for information on initiatives to reduce erroneous payments (section 57.3).

57.1 Whatis an erroneous payment?

"Erroneous payments" are payments made under the programs listed in Exhibit 57B that should not have
been made or were made for an incorrect amount. In this context, "payments" include the provision of
benefits that do not necessarily involve cash disbursements (e.g., loan guarantees). Examples of
erroneous payments include payments to ineligible persons or the wrong organizations, payments in the
wrong amount, payments for ineligible services, duplicate or other overpayments, and payments for
services never received. Erroneous payments may be due to procedural or administrative errors made by
the payor (e.g., providing incorrect account numbers in payment instructions) or errors or fraud by payees
or claimants (e.g., under reporting of income by beneficiary). Covered payments include overpayments
and underpayments made by the Federal Government, its direct contractors, and by States or other grant
recipients administering Federal programs.

57.2  'Who must report erroneous payment information and when is it due?

Exhibit 57B lists the programs for which agencies must report erroneous payment information. This
information is due with the initial budget submission.

57.3  What materials must I provide?

A separate exhibit 57A is required for each program listed in exhibit 57B. Provide the following:

(a) Section la. Program-wide Estimates. Complete this section for programs where erroneous payment
rates are currently being estimated.
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e For FYs 2000 and 2001, report:
» The amount of total payments for the program; and

» The amount of estimated erroneous payments and rate (amount of estimated erroneous
payments/amount of total payments) broken out by overpayments and underpayments where
available.

e For FY 2002, report projected erroneous payment rates.
» For FYs 2003, 2004, and 2005, report target rates (goals).

The estimates reported in this section should reflect the total erroneous payments estimated for the
program either based on a statistically valid sample projected to the universe of program payments or a
100% review of the payments. For statistical projections, please indicate in the "Notes" section the
confidence level and confidence interval for the estimate. If the estimates are not based on a statistical
projection to the universe, please provide a detailed description and assessment of the current methods for
measuring the rate of erroneous payments and the quality of data resulting from these methods. Also
indicate whether the period covered is the fiscal year or other period.

(b) Section Ib. Status of Action Plans for Conducting Risk Assessments or Developing Estimate of
Erroneous Payments. Complete this section for programs where action plans to perform risk assessments
or develop baseline estimates were established as part of the FY 2003 budget and/or Executive Branch
Management Scorecard. Provide the status of implementation. Specifically, provide the following:

e Activities completed to date;

e Activities yet to be completed with milestone dates, including date when baseline estimate is
expected. Show changes from original milestones where applicable;

e Impediments to estimating erroneous payments identified, if any. Your discussion should include
any programmatic and legal obstacles to collecting additional data or establishing estimation

procedures; and

e If risk assessment is complete and a conclusion is reached that estimating erroneous payments is
not cost-beneficial, provide a detailed description for this conclusion.

(c) Section Il. Status of Action Plan for Preventing/Reducing Erroneous Payments. For all programs
listed in exhibit 57B, provide the following:

e Status of erroneous payment reduction activities agreed to as part of the FY 2003 Budget and/or
included in the Executive Branch Management Scorecard, including new initiatives implemented
to date; and

e Results of implemented initiatives, if known (i.e., impact on erroneous payment rate);

e Milestone dates for initiatives not yet fully implemented. Show changes from original milestone
dates, where applicable;

e Impediments to erroneous payment prevention or reduction identified, if any; and
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e Initiatives for reducing erroneous payments, including (1) a description of the initiative, (2)
estimated resources to implement and source (e.g. reallocated within agency budgets or new), and
(3) estimated results.

(d) Agency Contact Point. Include the name and telephone number of the preparer for each program.

57.4 How do I submit exhibit 57A?

Use the spreadsheet provided at www.cfoc.gov. Email your completed spreadsheets to
exhibit57@omb.cop.gov. Before sending the completed spreadsheets, verify that the subject line has the
three-digit OMB agency code (see Appendix C) and the full agency name.
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ERRONEOUS PAYMENT INFORMATION

Section Ia. - Program-wide Estimates

Program:

1999 2000 2001 2002 | 2003 | 2004 | 2005

Dollars| Rate |Dollars| Rate |Dollars | Rate Rate Rate Rate Rate

Total Payments

Under Payments

Overpayments

Total Erroneous Payments

Notes: Please provide the following information in this notes section:

1. Indication of whether the period covered is the fiscal year or other period (please specify).

2. Confidence level and confidence intervals for the estimate.

3. If estimates are not statistically-based projections to the universe of payments, a detailed description and
assessment of the current methods for measuring the rate of erroneous payments and the quality of data resulting from
these methods.

Section Ib. - Status of Action Plans for Conducting Risk Assessments or Developing Estimate of
Erroneous Payments

For programs where action plans to perform risk assessment or develop baseline estimate were requested in FY 2003
budget passback and/or Executive Branch Management Scorecard, please provide the status of implementation.
Specifically, provide the following:

1. Activities completed to date.

2. Activities yet to complete with milestone dates, including date when baseline estimate is expected. Show changes
from original milestones where applicable.

3. Impediments to estimating erroneous payments identified, if any.

4. Ifrisk assessment is complete and a conclusion is reached that estimating erroneous payments is not cost-beneficial,
detailed description of basis for conclusion.

Section II - Status of Action Plan for Preventing/Reducing Erroneous Payments

For all programs please provide the following:

1. Status of implementation of erroneous payment reduction activities agreed-to in FY2003 passback and/or included
in the Executive Branch Management Scorecard, including new initiatives implemented to date.

2. Results of implemented initiatives, if known (i.e., impact on erroneous payment rate).

3. Initiatives yet to be fully implemented, with milestone dates. (Show changes from original milestone dates, where
applicable.

4. Impediments to erroneous payment prevention or reduction identified, if any.

5. New proposed initiatives for reducing erroneous payments including (1) a description of the initiative, (2) estimated
resources to implement, and (3) estimated results.
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PROGRAMS FOR WHICH ERRONEOUS PAYMENT INFORMATION IS REQUESTED

Erroneous payment information is requested for the

following:

Department of Agriculture
Food Stamps
Commodity Loan Program
National School Lunch and Breakfast
Women, Infants, and Children

Department of Defense
Military Retirement
Military Health Benefits

Department of Education
Student Financial Assistance
Title I
Special Education—Grants to States
Vocational Rehabilitation Grants to States

Department of Health and Human Services
Head Start
Medicare
Medicaid
TANF
Foster Care—Title IV-E
State Children's Insurance Program
Child Care and Development Fund

Department of Housing and Urban Development
Low Income Public Housing
Section 8 Tenant-Based
Section 8 Project Based
Community Development Block Grants
(Entitlement Grants, States/Small Cities)

Department of Labor
Unemployment Insurance
Federal Employee Compensation Act
Workforce Investment Act

Department of Treasury
Earned Income Tax Credit

Department of Transportation

Airport Improvement Program
Highway Planning and Construction

OMB Circular No. A-11 (2002)

Federal Transit—Capital Investment Grants
Federal Transit—Formula Grants

Department of Veterans Affairs
Compensation
Dependency and Indemnity Compensation
Pension
Insurance Programs

Environmental Protection Agency
Clean Water State Revolving Funds
Drinking Water State Revolving Funds

National Science Foundation
Research and Education Grants and
Cooperative Agreements

Office of Personnel Management
Retirement Program (CSRS and FERS)
Federal Employees Health Benefits Program
(FEHBP)
Federal Employees' Group Life Insurance
(FEGLI)

Railroad Retirement Board
Retirement and Survivors Benefits
Railroad Unemployment Insurance Benefits

Small Business Administration
(7a) Business Loan Program
(504) Certified Development Companies
Disaste