
March 25, 1982 

To the President of the Senate and the 
Speaker of the House of Representatives 117962 

This letter reports a deferral of $ZlG,S20,000 in budget 
authority provided for the Coast Guard's acquisition, construc- 
tion, and improvement (AC&I) account which should have been, but 
was not, reported to the Congress pursuant to the provisions of 
the? Impoundment Control Act, 31 U.S.C. 1401 et seq. - 

The Department of Transportation and Related Agencies 
Appropriation Act, 1982, Pub. L. No. 97-102, 95 Stat. 1443 (Deeem- 
her 23, 1981), provides $384 million for the Coast Guard's AC&I 
account. L/ The Department of Defense Appropriation Act, Rub. L. 
NO. 97-1.14, 95 Stat. 1574 (December 29, 1981), provided $300 inil- 
lion more for the AC&I account. Thus the tot11 am<nunt of nercr 
budget authority provided ta the Coast Guard for its AC&I account 
in fi GCd.l year 1982 is $634 mil.iiOI",. 

The Coast Guard plans to obligate approximately $405 m.lllion 
from the account in fiscal year 1932, $338 million in fiscal year 
1933, and $22.8 million in fiscal year 1934. These amounts 
include unobligated carryover balances in addition to the $684 
in ne*E/ budget authority for 1982. The amount of anticipated 
3983 obligations also includes the Administration's request: of 
$19.2 million in new 1983 budget authority for the AC&I acco~lnt, 

It is our view that a portion of the budget authority which 
is legally available for the AC&I accourit in 1982 but which the 
Coast Cuard doer; not intend to obligate in fiscal year 19Er2 con- 
stitutes a deferral of budget authority wii;hin the meaning of 
section 10.i.l of the Impoundment Control Act, 31 U.S.C, 1401. 
Under section 1013 of the Act, 31 U.S.C. 1403, the deferral 
should have b?en reported to the Congre~j: in a special message 
submitted by the Tresident. 

-.--I,.-- --.-,I_ 

lJ This amount results from an initial appropriation of $400 
million, 45 St&t. 1433, which was then reduced by $16 mil- 
lion, 9s stat. 1464. 
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T h e  P res iden t's b u d g t.Nk  submiss ion  to  Cong ress  reques te d  $ 3 7 5  
m i l l ion fo r  th e  C o a s t G u a T :.m d 's A C & I a c c o u n t fo r  fisca l  year  1 9 8 2 . 
T h e  H o u s e  C o m m itte e  o n  M e  rchan t Mar ine  a n d  F isher ies  r e c o m m e n d e d  
a n  a u thor iza tio n  level  o f $ 4 2 5  m il l ion. H . R . R e p . N o . 9 7 - 6 2 , a t 
1 3  (1981 ) . T h e  S e n a te  C o m m itte e  o n  C o m m e r c e , S c ience , a n d  Trans-  
po r td tio n  r e c o m m e n d e d  a n  a u th o  r izat ion level  o f $ 5 3 7 .2  m il l ion. 
S . R e p . N o . 9 7 - 4 5  a t 5 , l o -21  (1981 ) . In  its repor t, th e  S e n a te  
C o m m itte e  sta te d  th a t: 

" T h e  C o m m itte e  a d d e d  $ 1 6 2 .2  m i l l ion 
to th e  P res iden t's r eques t in  o rde r  to  
pe rm i t c o n tin u a tio n  o f m u lti-yea r  ves-  
Sel ,  aircraft, a n d  sho re  facil i ty 
r e p l a c e m e n ts a n d  i m p r o v e m e n ts w h i le 
c o m m e n c i n g  a  n u m b e r  o f essen tia l  n e w  
p rag rams ." .p ,g . a t 1 0 . 

T h e  repor t th e n  i d e n tifie d  2 6  ite m s  w h ich w e r e  a d d e d  by  th e  C o m -  
m itte e  a b o v e  th o s e  reques t& i by  th e  P res iden t, T h e  C o a s t G u a rd 's 
fisca l  year  1 9 8 2  a u thor iza tio n  ac t, P u b . L . N o , 9 7 - 1 3 6 , 9 5  S ta t. 
1 7 0 5  ( D e c e m b e r  2 9 , 1 9 Y l), e n a c te d  th e  fu n d i n g  level  r e c o m m e n d e d  
by  th e  S e n a te  C o m m itte e . 

T h e  H o u s e  C o m m itte e  o n  A p p r o p r i a tio n s  r e c o m m e n d e d  a n  app ro -  
p r ia tio n  o f $ 3 9 1  m il l ion, H . R . R e p "  N o . 9 7 - 2 8 6 , 1 1  (1983 ) . 
T h e  S e n a te  C o m m itte e  o n  A p p r o p r i a tio n s  r e c o m m e n d e d  in  its repor t, 
S . R e p . N o . 9 7 - 2 5 3 , 6 5  (1981 ) , a n  app rop r ia tio n  o f $ 5 3 7  m il l ion. 
In  th e  D e p d r tm e n t o f T ranspor ta tio n  A p p r o p r i a tio n  A ct th e  C o n -  
gress  app rop r ia te d  $ 3 8 4  m il l ion, to  rema in  ava i lab le  th r o u g h  
fisca l  yeezr  1 9 8 6 . 

I H o w e v e r , in  th e  D O D  A p p r o p r i a tio n  A ct, P u b . L . N o , 9 7 - 1 1 4 , 
~  9 5  sta t. -1 .5 6 5 , 1 5 7 4  ( D e c e m b e r  2 9 , 1 9 8 1 ) , th e  Congress  app ro -  

p r ia te d  a n  a d d i tio n a l  $ 3 0 0  m i l l ion fo r  th e  C o a s t G u a rd 's A C & I 
accour1t .  2 / This  a m o u n t w a s  a d d e d  by  th e  S e n a te  C o m m itte e  o n  
A p p r o p r i a tio n s . S . R e p . N o . 9 7 - 2 7 3 , 8 1 - 8 3  (1981 ) . In  its 
repor t, th e  S e n a te  C o m m itte e  o n  A p p r o p r i a tio n s  sta te d : 

-m. . - . - -  

e” 2 / This  app rnp r i ea tio n  w a s  m a d e  u n d e r  th e  h e a d i n g  "Sh ipbu i ld ing -  . 
a n d  Convers ion , Navy ," fo r  a l loca tio n  to  th e  C o a s t G u a rd 's 
A C & I a c c o u n t. 

- 2  - 



prl.c.itiCIn of $I3011 million C-I', suppli;m;r.kt. 
the Capital invt?stment ProrJrdm Of th@ 
U.S. Coast Guard. There was no budget 
estimate for this initiative. 

"This funding 'is established with a 
provision for its immediate transfer to 
the U,S. Coast Guard, thus insuring 
Coast Guard participation in the expan- 
sion and modernization of military air- 
CXaft, vessels, and equipment. * * *'I 
Id. at 82. 

The Committee went on to state that while this action resulted 
in an appropriatibn level that was still less than the amount 
initially requested by the'coast Guard in the fiscal year 1982 
budget formulation process, the Committee recommendation would 
help correct serious deficiencies identified by the Committee 
in the Coast Guard's Capital program. 

COAST GUARD SPENDING PLANS --- 
The Coast Guard has devised a plan to utilize the funds 

already provided by Congress for the AC&I account over fiscal 
years 1982, 1983, and 1984. The Coast Guard plans to obligate 
approximately $405 million in fiscal year 1982 of the total 
amount of budget authority available to it. It does not expect 
to obligate approximately $306 million of the 1982 budget author- 
ity now available to it until fiscal year 1983. 

We reviewed various documents and interviewed cognizant 
Coast Guard officials in order to ascertain whether the Coast 
Guard's plans for use of the funds now available to it in the 
AC&I account involve any impoundment actions. Our review 
focused on the $306 million of the fiscal year 1982 budget 

, authority thilt the Coast Guard indicates will not be obligated 
until fiscal year 1983. 

The information available to us shows that this $306 mil- 
lion in anticipated obligations falls into two basic categories. 
The first category consists of amounts that are being applied 
to fiscal year 1982 requirements, but where it does not appear 

* m" thit-obligations actually will ,be*incurred during fiscal yent 
1982 for various program-related reasons. An example is the 
Coast Guard Cutter GLACIER maintenance project, for which the 
Coctst Guard anticipates $6.5 million in fiscal year 1983 obli- 
gations, The Coast Guard expects to advertise the bid package 

- 3 - 



&(I i 'i II 'j, ', *; J L r.J I,, I* ',I "Cl rl. ,r i,l.kL iii;r"J,.d i,oL. i.':":/;""i.:e. l.'ld ,,,i.:,. 1 d,J ~l,'Jk":!:,~.J 't..:~.L,i.i. 
NCJVernb~.::r of th i,s 4'""dT. icdsed on c?iuc preliminary anl;llysis of 
informdtion pt’ +vided us by the Coast Guard, we are satisfied that 
the funds mdC.fit?’ available for this project, and the other projects 
in this category, are not being impounded. To the extent that 
obligations will not be incurred for these projects during fiscal 
year 1982, this results from normal programmatic consider&ions 
and does not involve formal or de facto impoundments. - 

However, we also have identified a large portion of the fund- 
ing now available for fiscal year .1982 which th,e Coast Guard has 
not attempted to obligate. This category consists of a tatal of 
$216,520,000 in funds programmed for the Medium Endurance Cutter 
(WMEC) acquisition, the Medium Range Search (HU-25A) Aircraft, 
and the Short Ran e 

i! 
Recovery Helicopter procurement. A detailed 

breakdown of the oast Guard’s plans for these funds is presented 
in the enclosure to this report. In summary, while funds are 
being obligated for these projects in 1982, additional funds 
programmed for the projects are being held for application to 
(1) 1983 contract actions related to the projects such as spare 
parts, retrofitting and acquisition of additional. items, and (2) 
1983 cost escalation under the contracts. We understand that it 
is the Coast Guard’s normal practice to fund these types rrf 
costs from appropriations made in the year the costs are incurred. 
Thus a portion of the current year funding normally would not,.be - 
held for dppliCiitiOn to the subsequent year’s contract actions 
or escalation. Further, we understand from our discussioas with 
Coast Guard officials that these funds are being held for appli- 
cation to 1983 requirements in view of the Administration’s 
request of only $19.2 million in new 1983 budget authority for 
the AC&I account. 

COAST GUARD DEFERRAL OF FUNDS ” -- -- 

We conclude that the $216,520,000 amount of the AC&I account 
described above has been subjected to a deferral of budget author- 
ity within the application of the Impoundment Control Act. Since 
the executive branch has not reported this deferral, we are now ,u1, 
reporting it to the Congress in accordance with section 1015(a) _ 
of the Act, 31 U.S.C. 1405(a). 

Section 1011(l) of the Impoundment Control Act, 31 U.S.C. 
~14!ll(l), defines “deferral of budget authority” to include-- . . 

. C’ : . * 
“(A) withholding or delaying tne obli- 

‘w-‘ 

gation or expenditure of budget authority 
(whether by establishing reserves or othcr- 
wise) provided for projects or activities; 
OK 
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lit (iSI dll,y O\,hIii type 01. xxecu.Lrve 3ct.Lorr 
or irkictiorl which effectivtily precludes 
the obligation or expenditure of budget 
authority * * *.” 

Based on our review, it is clear that the Coast Guard has made 
a conscious decision to withhold the application of the 
$21C,520,000 in order to offset fiscal year 1983 requirements 
that cannot be met under the Administration's $19,2 million 
budget request for 1983. This is not an illegal action on the 
part of the Coast Guard, and it may be prudent from the Coast 
Guard's viewpoint. Nevertheless, this action falls squarely 
within the definition of a deferral of budget authority under 
the Impoundment Control Act. 

We note that the Coast Guard's AC&I account has been the 
subject of previous deferrals reported by the executive branch 
under the Impoundment Control Act when the executive branch 
sought to delay the application of multi-year funding from one 
year to the next. One recent instance was D80-59, reported 
in the President's seventh special message for fiscal year 1980 
(April 16, 1980), which deferred $33.8 million in the AC&I 
account. This deferral was based on reducing the number of 
Coast Guard vessels to be procured during fiscal year 1980 under 
"Project 1201" from five to four. Procurement of the remaining 
vessel was postponed until the succeeding fiscal year in.order 
to reduce fiscal year 1981 outlays. s/ 

The deferral in the present case has not been accomplished 
through a formal reserve of funds at the Office of Management 
and Budget or at any other executive branch level. Neverthe- 
less, the effect is the same as if a formal reserve had been 
established. As discussed above, the fundamental effect of the 
Coast Guard's plan for the $216,520,000 is to defer the applica- 
tion of these funds made available for use in 1982 to meet 1983 
requirements. 

APPLICATION 0F"THE IMPOUNDMENT CONTROL ACT 

Section 406 of the DOT Appropriation Act, 95 Stat. 1466, 
alters the normal operation of the Impoundment Control Act for 
purposes of the accounts specified in section 406, including 
the AC&I account. Section 406 states in pertinent part: . . -_. _ _. . . . . . ,. . _ : . ,.. -. . - ,. -' . . '.. .- 

3/ Also see deferrals D78-21 and D77-23, which likewise involve 
postponing the use of multi-year budget authority, 
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“‘r’Jot,~rrir;1~!ss,cZ,nd ;* ,“\I n:iriy other provision 
of law, or of tk~is Act, any proposal 
for deferral of X.tudget authority under 
section 1013 of the Impoundment Con-- 
trol Act of 197L!! (31 U.S.C. 1403) with 
respect to budget authority for expenses 
related to * * * Acquisition, construc- 
tion, and improvements * * * shall, 
upon transmittal to the Congress, be 
referred to the House and Senate Commit- 
tees on Appropriations and any amount of 
budget authority proposed to be deferred 
therein shall be made available for obli- 
gation unless, within a 45-day period 
which begins on the date of transmittal 
and which is equivalent to that described 
in section 1011 (3) and (5) of the Impound- 
ment Control Act of 1974 (31 U.S.C* 1401 
(3) and (5)), the Congress has completed 
action on a bill approving all or ?art of 
the proposed deferral." 

Thus section 406, in effect;, applies the procedural aspects of 
the Impoundment Control Act normally applicable to proposed 
rescissions to any deferrals submitted for the specified 
accounts. 

Under section 1015(a) of the Impoundment Control Act, 
31 U.S.C. 1405(a), a special impoundment message from the Comp- 
troller General has the same effect as if the message had been 
submitted by the President. Accordingly, by application of sec- 
tion 406 of the DOT Appropriation Act, the 45-day period begins 
on the date this message is transmitted to the Congress. If 
Congress fails to complete action on a b'ill approving all or 
part of,this deferral within the 45-day period, the Coast Guard 
then will be required to make the funds available for obligation 
at that time. We estimate the 45-day period to expire on Hay 27, ' 
1982. 

Enclosure 

Compt'rolie 
of the United States 
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FISCAL ?IEAR 1982 FUNDS 
DEPGRRED IN COAST GUARD ACQUISITION 
CONSTRUCTXON AND IMPROVEMENT ACCOUNT 

AMOUNT 
PROGRAMMED 
FOR PROJECT 

$270,030,000 

44,430,ooo 

AMOUNT DEFERRED FOR 
1983 REQUIREMENTS 

/BREAKDOWN OF 
AMOUNT DEFERRED 

$ 99,700,000 $24,400,000 - escalation 
75,300,OOO - contrsct- 
related costs (spare 
parts, outfit items, 
potential for change 
orders, retrofits) 

9,600,000 4,4418,000 - escalation 
5,027,OOO - contrdct- 
related costs (spare 
parts, support equip- 
ment) 
X.25,000-administration 

214,340,OOO 107,220,OOO 

I) 

22,342,OOO -- escallatio 
37,022,OOO - contract- 
related costs (spare 
parts, provisioning) 
46,400,OOO - 12/l/32 
option for procurenent 
of 21 additional heli- 
copters 
253,000-administration 
1,203,OOO - training 

-- support 

TOTAL $216,520,000 b 

. 
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