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This chapter prescribes responsibilities and prescribes the genera
requirements for identifying, validating, recording and reporting
conmtments and obligations. Further detail ed requirenments and procedures
for processing and controlling comrtnents and obligations are enbodied in
the Adm nistrative Control of Funds, Chapter 2-10, Reconciliations and
Internal Control, Chapter 2-40, and Systens Requirenments and Qperations,
Chapter 3-00.

2-30-10 CRI TERI A FOR DETERM NI NG COWM TMENTS
A Cener al

1. Applicability Wthin HHS
The use and applicability of conmtment accounting is outlined
in Chapter 3-00, Systens Requirenents and Qperations.
Conmmi tment accounting is optional and its applicability shal
be deterni ned by each agency.

2. Definition
A commitnent is a reservation of a specific anmount of avail able
funds which provides for a later incurring of an obligation

3. Certification of Fund Availability
When formal conmitnment accounting is enployed a certification
shoul d be indicated on the comm tment document that funds are
available. Mdification of this certification requirenent
shoul d be nmade in nechani zed processing where fund availability
can be verified on a mechani zed basis. A verification of fund
availability will assist in preventing an over-conmtnent of
f unds.
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B

Ceneral Requirenents

1. Qui dance Revi ew
Since the commtnment serves as a basis for a later incurring of
an obligation the guidance which follows in this chapter on
obligations should be reviewed for applicability to conmtnents
(i.e. funds chargeable, costs incurred, timng, etc.).

2. Accounting Period
Cenerally, commitnments are recorded on a nonthly basis;
however, It may be advantageous for an operating agency or an
accounting office to consider other conmmitnment tinme periods.
Since allotnments and all owances are generally issued on a
quarterly basis, it may be advantageous to establish an
obligation for the first nonth of a quarter and reserve funds
based on a conmitnent for the remaining two nonths of the
quarter for certain object classes (i.e. personal services and
benefits, rents, communications, and utilities, etc.).

3. Adj ust nent s
Adj ust nent or renoval of the commitnent is required when the

obligation anount is established. This adjustnment or renoval
of the commtnment anmount will generally be acconplished on a
manual basi s unl ess an accounting subsystem has established
mechani zed procedures for this type of adjustnent.

Rel ease of Committed Funds

Wherever requirenents for funds are cancelled or an obligation wll
not take place then action should be taken to notify the fisca

office in witing I f funds have been comritted but it is deternined
that the funds will not be obligated for a particul ar requirenent
then the comritnment should be renmoved. Unobligated comm tnents

agai nst annual appropriations will be canceled at the end of the
fiscal year (Septenmber 30). Accounting offices should notify
initiating offices (such as procurenent, transportation, etc.) of the
conmm tment cancellation. This will provide the initiating offices an
opportunity to review and determine if a conmtnment is to be
reestablished I n the succeedi ng year

Recordi ng Commi t nent s

1. I nfluencing Factors
Each operating agency should determ ne the extent that
conm trments should be formally recorded. Tinme, geographica
di stance, and docunent processing (i.e., mechanization) factors
may influence this decision. Were conmmtments for certain
transactions are converted to the obligation stage within a
short period of tine, the use of formal conmtnment accounting
for these type transactions nay not be required. In sone
agenci es the nmethod of using a bulk comm tnent techni que based
on a dollar level within a nmonthly or quarterly tinme frane
could be considered if commtnent accounting is inplenented.
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2.

Pronpt Recordi ng

If formal conmmitnent accounting is established, commtnents
shoul d be recorded pronptly based on acceptabl e docunent ati on
that will support a reservation of funds. The comm tnent can
be based on grant applications approved for funding,

requi sitions, purchase requests, procurenent action docunents,
proposals, letters of intent, estimtes supported by

admi ni strative determ nations, and other acceptable witten
forms which indicate the intention to incur an obligation

E. Citeria

1

Personal Services

For conmtnment purposes, an administrative determ nation of
pay, allowances, and HHS Contri butions Costs can be estimated
and established at the beginning of the nmonth or quarter. The
cost can be baaed on prior paid payrolls adjusted for known
changes such as general pay raises and projected hires and
separati ons.

Travel and Transportation

Costs of travel and transportation can be estimated prior to
conmencenent of the travel and transportation and a conmtnent
established to reserve a specific anmobunt of avail able funds.
The travel request and other related docunentati on should be
used as the basis for the administrative commtnment of funds.

Conmmuni cation Services, Rents, and Uility Services

Pendi ng the recei pt of agreenents and contracts for

communi cation services, rents, and utility services, an

adm ni strative commtnent of funds can be established for known
obligations that will be incurred. Monthly charges for these
services can be established as a commtnent at the begi nning of
each month. a certified register or listing as outlined in
Chapter 4-80, Voucher Exami nation Manual, nmay be used to
support the commtnent. (See 2-30-10 B.2 for other conmtnent
time periods.)

Ot her Contractual Services and Procurenment of Supplies,
Mat erial s, and Equi pnent

a. Gener al
When requests for contractual services and procurenent of
supplies, materials and equi pnent are processed prior to
incurring the obligation, the requests can be established
as a conmtment of funds. Supporting docunentation for
t he request are purchase requests, proposals, letters of
i ntent, blanket purchase agreenents, and obligation
authorities. The obligation authority as used in this
text represents the authorization to incur obligations
within the dollar anount indicated in the obligation
aut hority comnm tment docunent.
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b. O ders for Supplies and Services Requiring Acceptance
Where orders for supplies and services require acceptance
on the part of the supplying agency, a comm tnent can be
est abl i shed pendi ng the acceptance in witing and
conversion to an obligation. The request for supplies
and services can be used as the commitnent document.

5. Entertainment - Official Reception and Representati on Expenses
When official reception and representation functions have been
approved, an adm nistrative commtnent of funds can be estab-
lished for the estimated costs for these functions.

6. Land, Buildings, Construction in Process, Structure, and
Facilities
Proposal s, bids, and letters of intent can serve as a basis for
an admnistrative comitnment of available funds prior to
conpl eted negoti ations of a contract or agreenent. Pl ans,
proposal s, and specifications with cost estimates can assist in
establishing the adm nistrative commtnment and reservation of
f unds.

7. Loans
Pendi ng the signing of | oan agreenents an adm nistrative
reservation of funds can be established for the anount of |oan
to be charged agai nst avail abl e funds.

8. Investments I n Securities
Requests for the estimted purchase price of stocks, bonds,
debentures, and other securities (excluded are par value U S
Covernment securities) can be established as a conmitnent of
avai | abl e funds. An approved purchase request and ot her
requisition and application forms may be used to support the
comm t ment .

9. G ants
Pendi ng the execution of an agreenent of approval of an
application or simlar docunent for a grant, a comm tnent can
be established reserving available funds for grants that wll
be obligated. Approved requests for grants nmay be used as
supporting docunentation for the commitnment. 1In certain
formula grant-in-aid progranms wherein specific projects nust be
approved by a Federal enployee to constitute an obligation the
amount determned by the formula for each State may be used to
record the comm t ment
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10. Pending Litigation and Other Legal Liabilities
A commitnent of available funds can be established for pending
litigation and other legal liabilities where evidence is
provi ded that actual obligations will be incurred. Cdaim
applications and other related docunentati on can be used to
support the commtnent. See General Administration Manual Part
4, "Clains."

11. Contracts
Pendi ng finalization and definitization of a contract and
changes to a contract, a conmitnent can be established to
reserve funds. Proposals, bids, letters of intent, and pending
change docunentation can be used to support the comtnent.

12. Revi ew and Reconciliation
Qut st andi ng comm tnents shoul d be reviewed and reconcil ed at
| east quarterly and an annual year-end review is nandatory.
Conmitments nust be converted to valid obligations or renoved
fromthe books before the year-end closing. The procedures in
Chapter 2-40, Reconciliations and Internal Control, should be
reviewed for applicability to conmtnents.

13. Reporting of Conmitnents
If reporting requirenments are established by operating
agencies, the reports and statenents should be based on valid
commi tments recorded

2-30-20 STATUTORY REQUI REMENTS FOR OBLI GATI ONS

Specific legal requirenments for recording and reporting of obligations are
set forth in section 1311 of the Supplenmental Appropriation Act of 1955, 31
USC 200. Provisions of this section are:

"(a) -- no amount shall be recorded as an obligation of the
CGovernment of the United States unless it is supported by
docunentary evi dence of --

"(1) a binding agreement in witing between the parties
t hereto, including Governnent agencies, in a manner and
formand for a purpose authorized by | aw, executed before
the expiration of the period of availability for obliga-
tion of the appropriation or fund concerned for specific
goods to be delivered, real property to be purchased, or
| eased, or work or services to be perforned or

"(2) a valid loan agreenent, showi ng the amount of the loan to
be made and the terns of repaynent thereof; or
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"(b)

"(c)

"(d)

"(e)

"(3) an order required by law to be placed with a Governnent
agency; or

"(4) an order issued pursuant to a | aw authorizing purchases
wi t hout advertising when necessitated by public exigency
or for perishable subsistence supplies or within specific
nmonetary limtations; or

"(5) a grant or subsidy payable (i) from appropriations nade
for paynment of or contributions toward, suns required to
be paid in specific anbunts fixed by law or in accord
with fornmulas prescribed by law, or (ii) pursuant to
agreenent authorized by, or plans approved in accordance
with and authorized by |aw, or

"(6) aliability which may result frompending litigation
brought under authority of law, or

"(7) enploynment or services of persons or expenses of travel
in accord with law, and services performed by public
utilities; or

"(8) any other legal liability of the United States agai nst an
appropriation or fund legally avail abl e therefor

Hereafter in connection with the subm ssion of all requests for
proposed appropriation to the Ofice of Managenent and Budget
(OMB), the head of each Federal agency shall report that any
statenment of obligations furnished therewith consists of valid
obligations as defined | n subsection (a) hereof.

Each report made pursuant to subsection (b) shall be supported
by certifications of the officials designated by the head of

t he agency, and such certifications shall be supported by
records evidencing the anpbunts which are reported therein as
havi ng been obligated. Such certifications and records shal

be retained In the agency in such formas to facilitate audit
and reconciliation for such period as may be necessary for such
purposes. The officials designated by the head of the agency
to make certifications nmay not redelegate the responsibility.

No appropriation or fund which is limted for obligation
purposes to a definite period of tine shall be available for
expenditure after the expiration of such period except for
liquidation of anpbunts obligated in accordance with subsection
(a) hereof; but no such appropriation or fund shall remain
avai l abl e for expenditures for any period beyond that otherw se
aut hori zed by | aw.

Any statenment of obligation of funds furnished by any agency of
the Governnment to the Congress or any conmittee thereof shal

i nclude only such anobunts as nmay be valid obligations as
defined in subsection (a) hereof."
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2-30-30 CRI TERI A FOR DETERM NI NG OBLI GATI ONS

A

Obli gation Defined

Reference OMB Circular No. A-34. "An obligation for Federa
Covernmrent Accounting represents the dollar anount for orders placed,
contracts awarded, services received and sinilar transactions during
a given period which will require paynents during the sane or a
future period. |In addition to orders and contracts for future
performance, obligations incurred include (a) the value of goods and
services accepted and other liabilities arising against the
appropriation or fund without a formal order, and (b) disbursenents

made for which obligations were not previously reported.” The
obligation represents a stage in the fund control and adm nistration
of public funds. It is generally associated with the ordering or

agreenment stage (contract) in contrast to the request or conmtnent
action stage.

Ceneral Requirenents

1. | nt roducti on
Al'l obligations should be recorded pronptly in the accounts as
they are incurred when the obligations neet the tests set out
in the statutory requirenents cited in the precedi ng paragraph
Valid obligations should be recorded as they are incurred even
t hough the control accounts indicate that sufficient funds may
not be available. This situation may require an anti-
deficiency report to be issued. Wen an agency, after applying
the specific statutory tests and after research of the
Conptroll er General decisions on "obligations," is unable to
resol ve whether a particular financial transaction should be
recorded as an obligation, It should submt the question to the
Ofice of the Deputy Assistant Secretary, Finance, Ofice of

Assi stant Secretary, Conptroller, for consideration. |If
necessary, a decision will be obtained fromthe Conptroller
Cener al

2. Certification of Fund Availability

Where formal comm tnent accounting is not enployed, a
certification should be indicated on the obligation docunent
that funds are available. Mdification of this certification
requi rement shoul d be made in mechani zed processi ng where fund
availability can be verified on a nechani zed basis. If forma
conm tment accounting is enployed it should not be necessary to
recertify availability of funds to process obligation docunents
since the comm t ment document woul d be the basis to convert to
the obligating document. The verification of fund availability
shoul d assist in the adm nistrative control of funds.
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Docunent ati on

a.

ol igations Supported by Contractual /Docunents

ol igations nust be supported by proper docunentation as
outlined below. They are not recordable until such
docunents have been (1) where required, signed by the
contractor or other perform ng agency, (2) signed by the
aut horizing representative of the operating agency, (3)
where required, approved adm nistratively, and (4) miled
or otherwi se delivered to the contractor or other
perform ng agency. The date of all signatures and
approval s must be shown on the document. Al required
actions nmust be conpleted within the period of
availability for obligation of the funds being cited.

Accounting Ofice Copy

A signed copy of the obligating docunent nust be filed in
t he accounting office which records the obligation. A
certified true, photographed, or simlar reproduced copy
may be used for this purpose. See Part 3-50, HHS
Procurenment manual, for distribution of nunbered
contracts, purchase orders, delivery orders and ot her

pur chasi ng instruments.

Witten Evidence Prior to Receipt of Documentation
Witten evidence that a valid obligating docunment exists
shoul d suffice until a copy of the docunment as prescri bed
above is received.

In such cases, the accounting office will take i medi ate
action to obtain the prescribed copy of the actua
docunent. Witten evidence may be a letter, nenorandum
el ectroni ¢ nmessage, other witten comunication fromthe
i ndi vi dual havi ng physi cal possession of the valid
obligating docunent, or a witten record of a tel ephone
conversation with that person signed by the responsible

i ndi vidual receiving the conmuni cation. Information nust
be included to support a determination that a valid
recordabl e obligation does in fact exist. Wile specific
details may vary, the follow ng information should be

i ncl uded:

(1) docunent nunber;

(2) date and type of the obligating docunent;

(3) contractor's or vendor's name and address;
(4) actual or estimted anount of the obligation
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(5) guantity and brief description of the supplies or
servi ces bei ng procured;

(6) fund citation

(7) a statenent that all required signatures and
admi ni strative approval s have been obtai ned and
delivery or mailing of docunment acconplished, when
appli cabl e, and

(8) nane, title, organization and phone nunber of
person submtting the above data and the date it
was received

Responsibility of Contracting or Procuring Activity

It is the responsibility of the activity taking the
obligating action to provide the necessary docunentation
to the proper accounting office in a tinely manner

Adnministrative Determi nations

In sone cases witten administrative deternminations with
estimated anmounts can constitute the supporting
docunentation for obligations relating to: persona
services, travel and related transportation, anmounts due
peri odi cally under sone rental and | ease agreenents,
grants, public utilities services, subsidies, and simlar
transactions. This type of docunentation can be used
where a contract or other docunent supporting the
obligation provides for a paynent or a series of paynents
to be nmade, and where there is no separate purchase or
delivery docunent to place in the files to substantiate
the recordi ng of each accrued unpaid item Such witten
admi ni strative determ nation should contain a description
of the transaction, refer where appropriate to the
docunent initially authorizing the transaction, and be
aut henticated by an official who is vested with the
authority to nmake such admnistrative deterni nation.

M scel | aneous Obligation Docunent (MOD)

The ni scel | aneous obligati on docunment may be used to
establish obligations at the begi nning or during an
accounting period for estinmated costs for personnel
travel, communi cati ons and ot her costs for which valid
docunentation is not currently available. The use of the
MDD in this manner provides a neans of identifying and
obligating funds inmediately for fund control purposes.
The witten administrative deterninations referred to in
e. above may be prepared upon, or nade a part of, the

M scel | aneous Obligation Docurment. Upon receipt of valid
docunent ati on the anmount of the obligation should be

adj usted accordingly.
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g. Machi ne Listings as obligation Docunents
The recordi ng of obligations may be based upon signed
sunmari es supported by nechani zed listings of the
docunents when operations are automated wth ADP
equi prent and docunents are authorized to be processed
wi t hout signature. Qher applicable requirenents nust be
satisfied. These listings nmust be verified as to
correctness and certified
that copies of the supporting docunents are available in
auditable form

4. Appropriation or Fund to be Charged
An obligation will be charged to the appropriation or fund
available for the fiscal year in which the obligation was in-
curred. The general rule is that the obligation nust have been
made to neet a bona fide need of the fiscal year to be charged.

Suppl i es and services ordered should be for the intention of
nmeeting a bona fide need of the fiscal year in which the need
arises or to replace stock used in that fiscal year. |If the
suppl i es and services can not be used (exception: stock

repl acenment) in the current fiscal year then the obligation
shoul d be established in the fiscal year in which the costs are
incurred and the supplies and services will be used: i.e., it
is not proper to contract for the installation of carpet in the
current fiscal year when the office space where the carpet is
to be installed will not be available until the next fisca
year. |In this case, the installation costs for the carpet
shoul d be established as an obligation in the next fiscal year
when the actual or bona fide need exists and the office space
is available and ready for the installation of the carpet. In
determ ning the bona fide need for a fiscal year each case mnust
be exam ned on its own individual set of facts.

An appropriation or fund is an account established to nake
anmounts available for obligation and expenditure fromthe
Treasury. These accounts include not only those to which noney
is directly appropriated, but also revolving funds, trust

funds, etc.

A one-year account is one which is available for incurring
obligations only during a specified fiscal year

A multiple-year account is one which is available for incurring
obligations for a definite period in excess of one fiscal year

A no-year account is one which is available for incurring
obligations for an indefinite period of tine.

An_unexpired account is one which is available for incurring
obl i gati ons.
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An_expired account is one which is no |onger avail able for
obligation but is still available for disbursenment to pay
existing obligations. (See Chapter 3-50.)

C. Per sonal Servi ces

1. Pay and Al | owances
oligations incurred for personal services for civilian and
conmi ssi oned officers consist of anpbunts earned during the
reporting period. This includes base pay, allowances, overtinme
pay, night differential pay, and other additions to base pay,
such as nmonetary all owances for subsistence and quarters.

a. Sal aries and Al |l owances
oligations for salaries and all owances are in the gross
amount before deductions for retirenent, bonds, taxes,
i nsurance, and allotnents, but are net deductions for
such itenms as quarters, subsistence and refunds which are
credited back to the appropriation. Obligations for
personal services should be supported by payrolls or
other witten adnministrative determ nations at the cl ose
of the nonthly accounting period. The obligations should
represent the liability for the nonthly accounting period
for personal services of individuals supported by
personnel records. For civilian personnel and
conmi ssioned officers, the obligation should be supported
by the Payroll Data Fl owback CAN and Cbject O ass Cost
Sunmmary and the Accrual Cost Summary for earned but un-
paid sal ary costs for the balance of the nmonth. These
reports are supported by tape formatted records for
automatic input to the OPDI V/ agency accounting systens.

b. HHS Contri butions
oligations for required HHS contributions for Federa
i nsurance (FI CA and MEDI CARE), group life insurance,
health benefits, and retirenment, should be estimted for
the nonthly accounting period. Such deterninations
shoul d be supported by information furnished from
personnel records. The prior payroll adjusted for known
changes may be used for estimating the obligations.
Accounting docunentation will be provided as in "a."
above.

C. Payroll Period Covering Portions of Two Mbonths
Where a payroll period covers portions of two cal endar
nont hs, the proportionate anount accruing wthin each
nmonth is an obligation

d. Wtnesses and Experts - Cbligations for obtaining
wi t nesses and enpl oyi ng experts shoul d be evidenced by a
signed copy of the docunent evidencing their enploynent.
Accounting docunentation will be provided as in "a."
above.
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D. Tr avel

e. Continuation Pay - Conmi ssioned Officers - Continuation
Pay for Commi ssioned Medical Officers is obligated for
the total amount of the entitlenent in the accounting
period in which the Conmm ssioned Medical Oficer signs
the agreenent to remain on active duty. The fiscal year
appropriation available on the date of agreement is the
only appropriation available for obligation and paynent
of such continuation pay regardl ess of the fact sone
installments nay be paid in subsequent fiscal years. Ad-
justment should be nade from payroll FY/CAN to obligation
FY/ CAN.

Incentive Awards - Cash awards nmade to civilian personnel under
the incentive awards program shoul d be recorded as obligations
in the accounting period during which such awards are approved.
A copy of the docunent informng the recipient of the award
shoul d be used to support the obligation. Adjustnment should be
made from payroll FY/CAN to obligation FY/ CAN

Lunp Sum Leave Payable - In an obligation against the FY/ CAN
available at the time of the separation date, adjustnent
shoul d be nade from payroll FY/CAN to obligation FY/ CAN

Accrued Annual Leave - Annual |eave and conpensatory tine
accrued as earned | eave and sick | eave (not accrued) are
recorded as obligations only at the tine | eave is used and paid
for with the exception of those appropriations/funds which are
specifically authorized by law to obligate on the basis of
annual | eave earned.

Severance Pay - Is to be reported as an obligation when
payabl e.

Equal i zati on Al l owance - Obligations for equalization
al  owances (under 5 USC 3373) will be reported at the tine the
sal ari es and wages are earned.

Uniform Allowance - |Is to be established as an obligation when
payabl e to the enpl oyee.

and Transportation

1

Travel and Related Transportation

Unl ess ot herwi se provided bel ow, obligations for tenporary duty
and pernmanent change of station travel and rel ated transpor-
tation are obligated and charged agai nst the appropriations
current in the year in which the costs are incurred and the
enpl oyee becones entitled to rei nmbursenment. Types of
supporting docunents are described in Part 4, Voucher

Exam nati on Manual and the Travel Mnual, and their use for
obligation purposes is indicated I n the follow ng paragraphs.
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a. Costs I ncluded
The armount of the obligations should include al
aut hori zed costs incident to the travel, such as: (1)
transportation of the enpl oyee, professional equipnent,
househol d goods, and dependents, (2) nonetary
allowance In lieu of transportation, (3) mleage and
per diem all owances, (4) incidental travel expenses, (5)
di sl ocati on al |l owances, and (6) tenporary and non-
t enpor ary storage.

b. Travel Orders
Pendi ng recei pt of the SF 1012 Travel Voucher, tentative
obligations for travel and related transportati on may be
based on travel authorizations issued. It is recognized
that the travel order at the tine of issuance and where
travel has not been initiated is not considered a valid
obligating docunent (reference 35 CG 183 and 31 CG 472).
However, in 35 CG 183, GAO acknow edges that the travel
order at the tine of issuance can serve tentatively as an
obligation for transportation to be purchased and
rei mbursements to be earned where it is admnistratively
determ ned desirable to avoid certain additiona
accounting requirenents and that all estimted anounts
for travel and rel ated expenses so recorded are adjusted
to actual obligations periodically and, in any event,
prior to the subnission of the report on obligations
required by Subsection (b) of Section 1311, Public Law
663, 83rd Congress (31 USC 200). However, follow up
action is required with the traveler to insure that
travel and related transportation did actually occur
| mredi at e adj ustnent of the obligation nmust be nmade upon
recei pt of the approved SF 1012 Travel Voucher. 1In the
case of single year appropriations where the period
covered by the travel authorization extends beyond the
end of the fiscal year, the estimate will be for the
transportation purchased (see paragraph f. below) and the
rei mbursenments earned to the end of the fiscal year. At
the end of a fiscal year, a careful review nust be made
to insure the obligations are valid and travel and
transportation costs were incurred within the fisca
year.

c. Basis for Estinates
It is not contenplated that the estimates should
necessarily be recorded at the maxi num anount that m ght
be incurred. Rather, estinmtes should be based on
statistical factors, the individual travel experience of
the estimating office, and such other information as is
avai l abl e to produce the nost accurate and realistic
estimate practicable. However, these estinmates nust be
adj usted for actual costs when incurred.
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d. Travel Advance Adjustnents
When a travel advance is obtained that covers periods of
travel in two fiscal years, the advance is disbursed
agai nst the current fiscal year appropriation. However,
at the time the travel voucher is submtted for
settlenent, an adjustnment by each fiscal year nust be
made based on when the travel is performed and when the
cost is incurred.

e. Per Diem M eage, and M scell aneous Expense

Costs for the per diemallowance in |lieu of subsistence,
m | eage, and m scel | aneous expenses are obligated in the
fiscal year in which the traveler incurs the costs and
performs the travel. 1In the case where two fiscal years
are involved in a travel situation, costs for per diem
m | eage, and m scel | aneous expense nust be separated by
fiscal year based on when travel cost is incurred.

f. Transportati on Expenses

Transportation expenses are obligated to the fiscal year
current at the time the transportation request (TR) is
exchanged for a conmercial type ticket except where a
transportation request is exchanged for a ticket in one
fiscal year for travel to comrence in the follow ng
fiscal year. In the case of the transportation request
(TR) which is exchanged for a conmercial type ticket in a
fiscal year, the total cost of the ticket is charged to
the current fiscal year even if the travel conmences
within the current fiscal year and extends into the next
fiscal year. Were travel does not start until the next
fiscal year then the next fiscal year nust be charged
with the travel costs including the comrercial ticket
purchased with a TR

g. Per manent Change of Station (PCS)

(1) ol igations for permanent change of station should
be established when costs are incurred and the
enpl oyee becones entitled to rei mbursenent.

(2) Travel, Househol d Goods, and Personal Effects

(a) Conmut ed and Rei nbur senent Basi s
When t he enpl oyee travels and shi ps househol d
goods and personal effects at his own expense,
t he expenses of travel and transportation
(i ncludi ng packing, crating, drayage, and/or
storage) are obligated to the appropriation
current at the time the enpl oyee becones
entitled to reinbursenent (i.e. when the
enpl oyee perforns the travel or pays the
transportation costs). It is recognized that
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(3)

the travel order at the tine of issuance and
where travel has not been initiated is not
consi dered a valid obligating docunent (35 CG
183, and 31 CG 472). However, for fund
control purposes, determnation of the
estimated cost should be made for tentative
(estinated) obligation purposes pending the
recei pt of the reinbursenent travel voucher SF
1012. The travel order and rel ated
document ati on should be used to assist in
establishing the tentative (estinated)
obligation. 1In the case of reinbursenents on
a commuted basis for the transportation of
househol d effects, there should be elim nated
fromobligations at year-end the portion

t hereof for which the enpl oyee has not yet
earned the rei nbursenent by making his own
expenditure for transportation

(b) Bill of Lading (See Part 103-40, HHS Materi el
Managenent Manual )
When a SF 1103, "U.S. CGovernnent Bill of
Ladi ng" (@GBL) or SF 1113, "Public Voucher for
Transportation Charges" are used, the costs of
transportation of househol d goods and persona
ef fects are obligated agai nst appropriation
current at the time the carrier picks up the
goods (31 CG 471). \Where several shipnents
are involved and separate bills of lading are
i ssued, then each shipnment is considered
separate and distinct. 1In the case of
mul tiple shipnents, the date each bill of
lading is receipted for by the carrier
determ nes the accounting period for
obligating and charging to the proper
appropriation. The receipted bill of Iading
shoul d be used as the obligating docunent.
The issuing office shall annotate each GBL
with the actual or estimated transportation
charges and forward the GBL to the applicable
fiscal office for obligating purposes.

Al |l owance for Expenses Incurred in Connection with
Resi dence Transacti ons

In accordance with conditions and requirenents
outlined I n Chapter 3-60 of the HHS Travel Manual
an enpl oyee can be reinbursed for expenses paid in
connection with: the sale of one residence at the
old official station; the purchase (including
construction) of one dwelling at the new officia
station; or the settlenment of an unexpired | ease

i nvol ving a residence or a ot on which a house
trailer used as a residence was | ocated at the old
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HHS Transmitta

(4)

(5)

(6)

official station. Reinbursenment for these expenses
shoul d be obligated agai nst the proper
appropriation at the tine costs are incurred and

t he enpl oyee becones entitled to the reinbursenent.
A tentative obligation can be established based on
the estimated cost pending the receipt of the
approved "Enpl oyee Application for Rei mbursenment of
Expenses I ncurred Upon Sal e or Purchase (or both)
of Residence Upon Change of Official Station - HHS
531" with the SF 1012 Travel Voucher. The

esti mated anobunt can be determ ned fromthe travel
orders issued to the enpl oyee.

Al l owance for M scell aneous Expenses and Tenporary
Lodgi ng Al'l owances on Aut horized or Approved

Per manent Change of Station

Al l owances for m scell aneous expense and tenporary
| odgi ng al |l owances on a PCS nove (see Chapter 3-60,
HHS Travel Manual) are obligated agai nst the proper
appropriation at the tine the enpl oyee becones
entitled to paynent or reinbursenent. A tentative
obligation can be established based on the
estimated cost pending the receipt of the approved
SF 1012, Travel Voucher.

Transportation of House Trailer

The costs for noving a house trailer should be
obl i gated agai nst the appropriation current when
the costs are incurred and the enpl oyee becones
entitled to reinbursement. if the house trailer is
nmoved by the individual enployee with his own
personal autonobile or truck on a mleage basis or
t he enpl oyee pays a comercial carrier to nove the
house trailer then a tentative obligation can be
est abl i shed based on the estinmated cost pending the
recei pt of the SF 1012 Travel Voucher. |If the
government noves the house trailer for the

i ndividual then the bill of lading shall be used to
obligate and charge the appropriation current at
the tine the carrier picks up the house trailer for
transporting. The issuing office shall annotate
each GBL with the actual or estinated
transportation charges and forward the GBL to the
applicable fiscal office for obligating purposes.
In sone cases, a conbination of the above nethods
of transporting may be enpl oyed and the applicable
obligating docunentation should be used.

Aut hori zed Costs Prior to Date of Reassi gnnent

Any cost incurred by the Governnment prior to the
ef fective date of reassignnent shoul d be obligated
agai nst the appropriation current at the tinme such
cost is incurred. These costs include
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Transportation Request (TR) for transportation of
persons, or CGovernnent Bills of Lading (GBL) for
shi pnent of househol d goods, cartage, packing,
carting, and storage.

(7) St orage of Househol d Goods
When the enployee is entitled to storage of
househol d goods for a permanent change of station
noverent, the cost of such storage is chargeable to
the appropriation current when the service is
rendered. For exanple, if household goods are
pl aced in storage, the service for the first fisca
year or part thereof is chargeable to the current
year funds. Each subsequent year's service is
chargeabl e to the subsequent year's appropriation

Transportation of Governnment Property and Supplies

oligations incurred for transportati on of Government property
and supplies should be evidenced by: (1) CGovernnent Bil
of Lading (GBL) issued to comercial carriers, (2) other con-
tracts for commercial transportation or rental of trucks and
(3) Intra-Governnental orders for specific transportation. The
obligation should be based on established rates, in anounts
representing the estimated cost of the transportation to be
furnished. The obligations should be adjusted upon receipt of
evi dence of paynent of final bills. Transportation is an
obligation of the fiscal year in which the carrier picks up the
goods. The issuing office shall annotate each GBL with the
actual or estimated transportation charges and the date the
carrier picked up the shipnent, and forward the GBL to the
applicable fiscal office for obligating purposes.

Communi cation Services, Rents Leases, and Uility Services

1

Communi cati on Services

I ncl ude anobunts for services received or anounts owed for the
use of property during the reporting period. For contracts
within or beyond the fiscal year involving recurring services
(such as rent), exclude anmounts for services not yet perforned,
even though the total anobunt of the contract is definite (Ref.
OMB Grcular A-34). Were contracts or agreenents are entered
into for communi cation services, a copy of the signed contract
or agreenment should support the obligation. For recurring type
conmmuni cati on services, the estimated cost may be used for
obligation purposes pending the receipt of the actual billing.
Ceneral Services Administration (GSA) has sole authority for
entering into long-termcontracts not to exceed 10 years with
commmuni cati on common carriers. The GSA wll normally enter

i nto area-w de, general purpose, and special purpose contracts
for tel ecommuni cations services to executive agencies. Wiere
the agency is authorized to enter into general or specia
purpose contacts as outlined in Part 9, HHS Real Property
Managenent Manual, a copy of the signed contract or agreenent
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shoul d support the obligation. For a telegram the date a
telegramis sent determnes the fiscal year accounting period
for obligation purposes. Wen the tel ephone service begins in
one fiscal year and ends in another fiscal year, provision is
made by the Act of April 27, 1957, 50 Statute (31 US 668a)

whereby the billing for tel ephone service may be charged to the
appropriation current at the end of the period. |In the case of
postage, include the cost of stanps purchased and advance
paynments for netered mail. Forms and supporting docunents are
described in Chapters 4-70 and 4-80 of the Voucher Exam nation
Manual

2. Rental Agreenents and Leases

oligations for amounts due under rental agreenents and | eases
shoul d be based on such agreenents or |eases, or upon witten
determ nations of specific amounts due under the provisions
thereof. Include amounts for services received or anmounts owed
for the use of property during the reporting period. In
determ ning rei nbursenent to GSA for real property rentals, the
Form 65, Space Assignment Record, should be exanined to
determ ne the annual and quarterly rental rate.

a. Termi nation Provisions

ol igations should be recorded in the amount of the
liability for the current nonthly period. Were the
liability under the ternms of the lease is for a | onger
period or a greater anount (e.g. where a | ease contains
no termnation clause or a clause requiring paynment of
term nation costs or nore than 30 days' notice), the
amount of such greater liability should be recognized.

b. Wthout Termination Provisions
ol igations under rental agreenments or | eases w thout
term nation provisions will be recorded (1) when the
agreenment is entered into, or (2) at the beginning of the
fiscal year. The amount is based on the use of the
property during the year.

C. Estimates and Adj ustnents
bl igations covering costs accrued for use of property
during the accounting period nmay be estimates. Such
estimates should be adjusted to actual costs based on
i nvoi ces received

d. Dat a Processi ng Equi pnent
oligations covering rental of data processing equi prent
shoul d be recorded: (1) on a nonthly basis, (2) as the
charges accrue, and (3) when delivery orders covering
rental of such equi pment are issued under open-end
contracts, except as provided in a. above, for
term nati on cl auses.
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Uility Services

oligations for recurring charges for utility service may be
evi denced by estimated costs. These will be based upon the
estimated service which has been furnished or the actua
amounts billed, if available for that period. Were a contract
or agreenment exists then the contract or agreenment shoul d
support the obligation for utility services. For recurring
type charges, the certified register or listing as outlined in
Chapter 4-80, Voucher Exam nation Manual, nmay be used to
support the obligation. The obligation should be recorded in

t he accounting period in which services are received or anounts
are owed for the use of property. However, 31 USC 668(a)
permts neter readings such as gas, electricity, water, steam
and the like to be charged to the appropriation current at the
end of the billing period where the charge begins in one fisca
year and ends in another fiscal year

F. Gt her Contractual Services and Procurenent of Supplies, Mterials,

and Equi pment

1

Gener al

oligations for contractual services, and obligations for
procurenment of supplies, materials, and equi prent shoul d be
evi denced by docunents as required.

a. Bi ndi ng Agreenents
Such obligations nmust be evidenced by witten agreenents.
The agreenents will be in a formand purpose authorized
by law. Types of docunments nost conmonly used are:
contracts, purchase orders, statement and certificate of
award, orders issued against indefinite quantity
contracts, and basic ordering agreenents. (See Chapters
4-60 and 4-90 of the Voucher Exam nation Mnual.)

b. Docunent Cont ent
The provisions of the docunents used and the nature of
the transactions invol ved deterni ne when obligations have
been incurred and in what anount.

C. Commi t ment
Docunments whi ch serve only to reserve funds adm nistra-
tively for specific use do not constitute docunentary
evi dence of obligations. Exanples of such docunents are:
admi ni strative comrtnment docunents, blanket purchase
agreenents, and bl anket delivery orders.
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d. Cash D scount
Contractual docunments with provision for cash di scount
for paynment within a specified tine will be recorded in
the gross amount if it is determ ned that the cash
di scount is not effective, according to Chapter 10-40-50
B Guidelines. |If the discount is to be taken the
obligation and cost of purchase will be recorded in the
net anount. The amount of di scounts not taken or |ost,
due to late paynent, will be charged to expense account
601. 7.

e. Ternmi nation Provisions
Contractual docunments with specific provisions for
termnation prior to performance wi thout cost or
liability to the Governnment are not recordabl e as
obligations until the Government's right to term nate has

expired. |f annual funds are involved, the charge nust
be to funds current when the Governnent may no | onger
t erm nat e.

f. Notice to Proceed

Contractual documents with provisions for the use of a
"notice to proceed" nust contain a positive statenent
that the "notice to proceed" will be issued not |ater
than a specified date or within a specified time period
after the execution of the docunent provided either date
is within the current fiscal year. These docunents are
then recordabl e as obligations against current funds. In
t he absence of such a positive statenent, such docunents
are recordable as obligations only after the "notice to
proceed" has been issued and are properly chargeable to
the funds current when the "notice to proceed" is issued.

g. Forei gn Qurrency
Sone contractual docunents provide for paynent in foreign
currency. The dollar anobunt of obligations should be
conputed on the basis of the | owest avail able |ega
exchange rate on the date the contract is executed. |If
changes occur in the legal rate of exchange, unli quidated
obligations should be reviewed and adj usted accordingly.
Treasury Departnment publishes rates on the first working
day of each quarter which represents the latest available
Treasury Selling Rate in each country. See Treasury
Departnment G rcular No. 930 "Regul ati ons Gover ni ng
Forei gn Exchange Operations”. Unliquidated obligations
shoul d be reviewed at least quarterly and the dollar
amounts adjusted to reflect the current quarterly
exchange rate. Were required fund control records shal
be mai ntai ned on both the foreign currency and doll ar
val ues.
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2.

Contracts Between the Operating Agency and
Contractors (lIncluding Foreign and State
Governnents and Instrunentalities Thereof)

(For specific details and guidelines on preparation and types
of contracts see Federal Procurenent Regul ations and HHS Pro-
curenent Manual. General guidance on selecting Award I nstru-
ment, Contract or Grant, is outlined in Part 3-1, HHS Procure-
ment nmanual .) Contracts as evidence of obligations should be
recorded as foll ows:

a. Cener al

(1) The Conptroller CGeneral has stated in a nunber of
deci sions that the general rule governing the
obligation of appropriations by contract is not in
the ternms of the length of contract, but in terns
of whether the contract neets a need of the fisca
year sought to be charged. 1In 33 Conptroller
Ceneral Decision 60-61, the Conptroller Genera
sai d:

L the general rule has been stated that, in
order to obligate a fiscal year appropriation for
paynments to be mad in a succeeding year, the
contract inposing the obligation nust have been
made within the fiscal year sought to be charged
and the contract must have been nade to neet a bona
fide need of the fiscal year to be charged."”

In this same decision the provisions of Section 1
of the Surplus Fund - Certified Cainms Act of 1949,
31 USC 712a are stated:

"Except as otherw se provided by law, all bal ances
of appropriations contained in the annua
appropriation bills and nmade specifically for the
service of any fiscal year shall only be applied to
t he paynent of expenses properly incurred during
that year, or to the fulfillnent of contracts
properly made within that year, or to the fulfill-
ment of contracts properly nade within that year."

(2) Regar di ng anendnments to contracts, the Conptroller
General has held that amendnments to contracts
within the original scope of work should be charged
to the appropriation initially obligated "under the
| ong established rule that consummati on of a
Covernment contract obligates the appropriation
initially charged to the extent necessary to
satisfy all charges contenplated by the contract™
(41 CG 134-138). |If there is a change in scope of
the work beyond that set forth in the origina
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(3)

(4)

b. Types

contract, the cost of services to be perforned in

t he period covered by the amendnent nust be charged
to the appropriations of the fiscal year in which
the anmendnent or new contract is executed.

In determining the length of a particular contract,
the followi ng factors should be considered: nature
of the project; whether the project is readily
divisible into stages; the statute involved; and

t he budget justifications for the appropriations

i nvol ved.

Cost overruns wel ch are approved by an authorized
HHS of ficial should be charged to the sane
appropriation agai nst welch the contract was
charged since it involves the sane scope of work as
the original contract.

of Contracts and Agreenents

(1)

(2)

(3)

(4)

Firm Fi xed-Price Contract
ol igation should be recorded in the anount stated
in the contract.

Fi xed-Price Contract with Escalation, Price
Redet ermi nati on, or lncentive Provisions

ol igations should be recorded in the anpbunt stated
in the contract. Contracts with an incentive

cl ause should be recorded at the billing price, if
avail able. (bligations recorded should be adjusted
as provided in amendnents to the contract.

Cost - Rei nhursenment _and Tine and Material Contracts
ol igations should be recorded for the total
estimated costs or the estimated paynents, as
provided in the contract, for the follow ng types:
cost, cost sharing, cost-plus-fixed- fee (CPFF),
cost-plus-incentive-fee (CPIF), tinme-and-Materi al
and | abor-hour contracts. oligations should not
be recorded I n excess of the nmaxi num current
liability, including the fixed fee in the case of
CPFF contracts, and fee in the case of CPIF
contracts. (bligations recorded should be adjusted
as provided in amendnents to the contract.

Indefinite Delivery Type Contracts and Basic
Ordering Agreenents

(a) Call Procurenent Arrangenents
When a contract provides for an indefinite
guantity at specific prices, the total anpunt
of each call represents an obligation. To be
valid each call nust be supported by a docu-
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ment evi dencing such calls. Al obligations
shoul d be recorded when calls are issued.

(b) Basi c Ordering Agreenents with Negoti ated
Contracts
When a contract provides for an indefinite
gquantity at indefinite prices, the estimted
amount of each witten order for specific
guantities placed thereunder is a recordable
obligation evidenced by the order
ol i gations shoul d be adjusted when firm
prices are established.

(c) Requi rements Contracts
These contracts are sinilar to cal
procurenent arrangenents. Under requirements
contracts, the Governnent agrees to order al
supplies or services fromthe contractor
Except for blanket delivery orders, each
witten order placed under a requirenents
contract represents an obligati on upon
i ssuance. bligation of blanket delivery
orders issued agai nst a requirenents type con-
tract should be acconplished, based upon: (i)
receiving reports in the case of supplies, or
(ii) witten evidence of work scheduled in the
case of services. |In the case of services,
the witten evidence may be a consoli dated
periodic listing of work orders scheduled to
t he contractor showi ng estimated dol | ar anount
of each.

(d) Bl anket Purchase Agreenents
Al'l purchases nade under these agreenents
shoul d be consolidated and forwarded to the
accounting office which should record
obligations in the nonth the purchases are
made.

(e) Definite Quantity Contracts
When the contract provides for a definite
guantity at specific prices, with delivery or
performance at designated | ocation upon order
t he amount of the fixed prices stated should
be recorded as an "obligation."

(f) Indefinite Quantity Contracts
In the case of "Indefinite quantity
contracts,” in which a mnimmquantity is
specified in the contract, the anount stated
as the cost should be recorded as an
obligation when the contract is executed.
Addi tional obligations should be recorded,
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(5)

(6)

(7)

based upon witten orders for quantities in
excess of this m ni num

(9) Accept ance
When the terns of a contract or agreenent

described in (a) through (f) above require
acceptance of a definitive order by the
contractor, the obligation is created when the
contractor accepts the order in witing,
delivers the goods, or perforns the services.
Partial delivery or performance shoul d
constitute evidence of acceptance to the
extent of such delivery or performance. Such
delivery or perfornmance nmust be acconplished
during the period funds are avail able for
obligation.

Letter Contracts
A letter contract and anendnent thereto should be
evi dence of an obligation as provi ded bel ow.

(a) The letter contract and subsequent anendnents
nmust be signed by the contracting officer
accepted in witing by the contractor, and
approved administratively, if required.

(b) The terns of the offer and acceptance nust be
sufficiently specified and reasonably
definitive to show the purpose and scope of
the contract.

(c) ol igations should be recorded in the anount
stated as the maxinumliability under the
| etter contract and anendnents thereto.
ol igations should be adjusted to the anount
stated in the definitive contract.

Contract Authorizing Variations in

Quantities to be Delivered

ol igations under these contracts should be
recorded for the value of the mnimum quantity
specified for delivery excluding variations.
ol igations should be adjusted to the val ue of
m ni mum quantities delivered and accept ed.

Conti ngency Itens
oligations for these itenms are based on the
following criteri a:

(a) Conti ngency Itens
A contract nmay provide for additiona
performance on the part of the contractor
These provisions are called contingency itens
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and usual |y cover engi neering changes,
facilities, nmaintenance, repairs, and parts.

(b) Ret enti on of Copy
When obligations are supported by a
contingency order obligating docunments, a copy
of the order or contract nust be maintai ned by
the accounting office in a manner to provide
an audit trail.

3. Supplies or Services Odered from Governnent Agencies Qutside
HHS
Orders for specific supplies, materials, equipnment, work, or
services placed with Governnment agencies outside HHS are e-
vi dence of obligations as follows:

a. O ders Placed Pursuant to Law
Orders required by law to be placed with Government
agenci es such as Federal Prison Industries, Governnent
Printing Ofice, and General Services Administration
(GSA) are obligations at the time the orders are issued.
This includes orders placed with the General Services
Admini stration by agencies with limted exenption from
procurenment under the Federal Property and Administrative
Services Act of 1949, as anended.

b. O her Orders on Government Agenci es
O her orders on other CGovernment agencies should be
obligations in the anount stated in the order when
accepted in witing by the performng, procuring, or
suppl yi ng agency. oligations so recorded agai nst annua
appropriations pursuant to Section 601 of the Econony Act
(31 US Code 686) should be decreased at the end of the
fiscal year in which the order was issued to the extent
that the agency ordered upon has not incurred obligations
under such orders. Evidence of delivery may be used as
evi dence of acceptance of the order by the agency ordered
upon, but only to the dollar ampunt of deliveries made in
the event of partial deliveries.

C. General Services Administration (GSA) Job Oders
The GSA Job Order is prepared by HHS operating agencies -
for the purpose of obtaining services from GSA, such as
erecting and renoving partitions; installing electric
outlets; conversion of space fromgeneral office use to
speci al purpose use (such as conputer roons, etc.). The
above are classified as tenant alterations in GSA
control |l ed buildings and require reinbursenment in
accordance with FPVR Subpart 101-19.4, Standard Practices
for Fi nancing.

Job orders nmust be approved by GSA, include the GSA cost
of performng the work, and be certified as to fund
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availability and obligated by HHS by not later than
Septenber 30 to be considered a valid obligation of the
fiscal year. Job orders nust be conplete and definitive
as to specifications.

(1) Al job orders, particularly those near the end of
a fiscal year should contain a "Tine is of the
essence" clause to strengthen the notion that such
renovations are a bona fide need of the fiscal year
funds bei ng obligated.

(2) Any unreasonabl e delay in performng the job order
requi rements nust be attributed to the performng
agency. |f such delay is caused by HHS, then the
job order(s) should be deobligated fromprior year
funds and reobligated against the then current year
funds. |If HHS is the delaying factor, then it is
prima facie not a bona fide need of the prior
fiscal year.

(3) The availability of funds and the desire not to
| apse such funds are not in thenselves valid bases
to obligate funds. There also nust be a bona fide
need for such services.

Maj or projects such as extensive alterations are
established as obligations on a GSA Job Order Form 1354
wi th supporting docunentation. GSA will use the
following informati on for preparing cost estinates:

(1) Detailed | ayout plans indicating erection or re-
noval of partitions, installation of outlets and
light fixtures, etc.

(2) Narrative description of work to be perforned.

(3) Det ai | ed specifications of such itens as equi pnent
to be installed and naterials to be used.

Where routine type services such as installing electric
outl ets and hangi ng pictures are handl ed on an open (or

bl anket) job order basis, a commitnment or a tentative
obligation may be established based on estimated costs to
be incurred. Open (or blanket) job orders should be

cl osed out by Septenber 30 each fiscal year

4. Advance Paynments on Orders
An advance paynent nade by the operating agency as
requi red by anot her Governnment agency under authority of
Section 601 of the Econony Act (31 USC 686) should
be evidenced by an obligation. Unless already recorded,
an obligation should be recorded in the anmount of such
advance paynment. However, if such obligations are
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charged agai nst an annual appropriation, they will be
reduced at the end of the fiscal year to the extent that
t he agency ordered upon has not actually incurred
obligations under orders to which the advances pertain.
The unused portion of the advance either should be
returned or bought up out of the subsequent years
appropriation if a new agreenent is executed to conplete
t he order.

5. Oders for Supplies or Services Placed with Wrking
Capital Funds
Firmand conpl ete orders for supplies or services placed
with a working capital fund will be evidence of
obligations as follows:

a. O ders Placed with Wrking Capital Funds
Except as provided below, orders will be accepted
in witing by the perfornm ng working capital fund

conponent.

b. Orders Placed with Stock Funds
Orders should be recorded as obligations when the
orders are issued; i.e., when the order is placed.

Material eligible for financing under stock funds
is considered to be "comon-use standard-stock."

In the absence of information that justifies
contrary action, such obligations should be
retained in the records on the basis that the

suppl ying agency will conmply with the delivery
provi sions. Were the order involves stock itens
other than referred to above, the obligation is
incurred by the requisitioning activity at the tine
of issuance of a formal notification fromthe

suppl ying activity that such itens are on hand or
on order and will be released for pronpt delivery,
and where the order involves execution of a
specific contract, the obligation is incurred by
the requisitioning activity at the tinme the
contract is entered into by the supplying activity.
Pendi ng notification of delivery or execution of a
contract such order shall be recorded as a
comm t ment .

C. Requirenment for Valid Obligations
Unl ess the orders for the particul ar services
supplied by a revolving or managenent fund are
required by law to be placed with the fund,
acceptance of a requisition by the fund does not
establish an obligation on the part of the ordering
appropriation.

Furt hernmore, the Conptroller General has nade it
clear that the word "l aw' as used in subsection
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1311(a) (3) of the Suppl enental Appropriation Act,
1955, Public Law 663, approved August 26, 1954,
does not include admnistrative regulations (34 CG
705, 707). Therefore, It would not neet the

requi rements of subsection 1311 (a)(3) if orders
placed with the fund are required to be so placed
only by Departnent directives.

d. O ders Chargeable to Appropriations
Current when Orders are Pl aced
The printing plants of HHS which are |isted bel ow
are financed either by working capital funds or
managenent funds and have been specifically
aut hori zed by the Joint Conmittee on Printing.

Departnmental Printing Plant, DGS, QA CS
Washi ngton, D.C

Printing Plant (SSA)
Bal ti nore, Maryl and

Printing Plant, DRG N H, PHS,
Bet hesda, Maryl and

Printing Plant, Parklawn Buil di ng
Rockville, Maryl and

Printing Plant, (HSVHA)
Communi cabl e D sease Center
Atlanta, Georgia

Printing Plant, USPHS Hospital
Lexi ngt on, Kent ucky

Orders placed on these plants for printing and

rel ated services are "authorized by |aw to be

pl aced with a Government agency." Such orders,
therefore, constitute obligations upon the appro-
priated funds of the ordering agency when the order
is placed provided the followi ng prerequisites are

et :
1. The material is ready for processing.
2. (a) The order is intended to serve a bona

fide need of the fiscal year in which
t he need arises, or

(b) The order is required to replace stock
used in fiscal year.
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Requi sitions for printing services by their very
nature may include request for visual aids
services. |If all of the material is ready for
processi ng, and reproduction or printing is del ayed
only pendi ng recei pt of the visual aids service,
the requisition or order may include the visua

aids service and the conplete job nay be billed in
its entirety to the ordering office for charge to
the appropriation current when the order was

pl aced.

I f, however, a reproduction order which includes
vi sual aids services is not otherw se ready for
processing, a separate order should be submitted
for the visual aids services and the subnission of
the requisition for reproduction or printing

del ayed until the remaining material is ready for
processi ng.

Each of the plants should prepare a list for each
agency fiscal office with the follow ng infornmation
on all orders in process (unbilled) as of Septenber
30 for the purpose of adjusting fiscal records to
reflect valid obligations for section 1311
purposes. The lists should be routed through the
normal billing channels and should be attached to
the statenent for services rendered during the

nont h of Sept enber.

UNBI LLED ORDERS FOR PRI NTI NG AND RELATED SERVI CES
AS OF Sept 30, 19

Narme of Agency Dat e
Nare of Dat e Est Cost of Job Status
Ordering Req. of Appr op. Conpl eted as of 1/
Ofice No. Req. CAN No. Job Sept 30
"To be filled
inonly if

provi ded on
requisition"

1/ Use synbol (D) if job was delivered as of Septenber 30 or (UD) if
undel i vered as of Septenber 30.

e. O ders Chargeable to Appropriations Current when
Wrk is Perforned
Requi sitions for services, other than those
"authorized by law to be placed with a Governnent
agency, " should be charged to the appropriation
current when the work is performed. Consequently,
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the cost of work perfornmed through Septenber 30
will be determ ned on requisitions issued in one
fiscal year but requiring performance of work
beyond Septenber 30. Such requisitions shall be
cl osed out as of Septenber 30 and the charges

i ncurred through that date billed to the agencies
for charge agai nst the appropriations shown on the
requisitions. |In addition, each service

organi zation will contact the ordering offices and
identify the particular requisitions which are

i nconpl ete and for which a new requisition nust be
submi tt ed.

The new requisitions should indicate that they have
been issued to cover conpletion of work begun on
earlier requisitions (such earlier requisitions to
be cited by nunber and date) and shoul d show t he
new fiscal year appropriation as the one to be
charged with the cost of conpleting the job.

Pur chase Orders

The following criteria will apply to purchase orders:

a.

Unilateral Orders

Purchase orders issued pursuant to |aw authori zing
purchases wi thout advertising, and specifically
requesting the delivery of goods or performance of
work or services, constitute obligations when

i ssued. Purchases which may be nade without fornal
advertising are linmted to supplies or services
whi ch in any one case do not exceed $2,500 (Sec.
3709, Revised Statute, as anmended, 41 U S.C. 5).
For other limtations, see Part 4, Voucher

Exami nati on Manual and Chapter 5-20, HHS
Procurenment Manual

Accept ance of Ofers

When a purchase order issued pursuant to lawis
used to accept a specific, binding, witten offer
made by a contractor or vendor to sell specific
goods or to furnish specific services at specific
prices, an obligation should be recorded upon

i ssuance of the purchase order provided the
purchase order contains the final approval required
for such purchase and has been nailed or otherw se
delivered to the contractor or vendor
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C. Accept ance by Vendor
Pur chase orders issued under other circunstances
requi re acceptance by the vendor. Acceptance by
vendor rmay be required where a definite nunber of a
special itemis ordered for delivery at a specific
pl ace or additional specific and unique require-
ments are |evied on the vendor. The acceptance by
t he vendor may be needed for continuing type
service requirenents such as for garage rentals and
of fi ce machi nes.

Evi dence of this acceptance nmust be contained in
the accounting files. |If witten acceptance is not
recei ved, delivery on purchase orders should
constitute evidence of acceptance. Acceptance
should be only to the extent of such delivery and
provi di ng such delivery is acconplished during the
period of availability for obligation of funds
being cited. |If witten acceptance is not

recei ved, and deliveries are accepted subsequent to
the period of availability of the funds cited In

t he purchase order, a new and current funding
citation nmust be provided for the processing of an
anmended purchase order. |f paynent to the vendor
shoul d i nadvertently be made fromthe expired
funds, charges should be transferred to the proper
fiscal year.

d. Tine Linitations
Al actions involved in the obligation of funds
nmust be conpleted within the period of availability
of the funds being cited.

G Entertainnent - Official Receptions
and Representation Expenses
The annual appropriation act of the Departnents of Labor and Health
and Hurman Services normally contains a section under the Genera
Provi sions wel ch provides authority for paynment of expenses incurred
for official receptions (Ref. Chapter 4-80, Voucher Adult Manual).
Costs for approved functions should be obligated and charged to the
appropriation (Salaries and Expenses) current at the time the costs
are incurred.

H. Land, Buil dings, Construction |In Process,
Structures, and Facilities

1. Policies for Direct Federal Construction
For policies governing planning, acquisition, and construction
relating to real property see HHS Facilities Planning and
Construction Manual and HHS Real Property Managenent Manual
It is the general policy of HHS to utilize the services of the
Ceneral Services Administration (GSA) and the Departnment of
Interior for design, or administration of design contracts with
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architect-engineers, and for adm nistration of construction
contracts. GCenerally, funds are transferred to GSA by HHS for
t he project and GSA does the obligating and accounting for the
funds and provides HHS with an SF 133, "Report on Budget Status
(Cobligation Basis)."

Transfers made by one agency to another for major procurenent
or construction are generally acconplished by SF 1151
"Nonexpendi ture Transfer Authorization." There are situations,
however, where organi zational units w thin HHS adm ni ster
construction projects. For types of contracts that may be
encount ered, see paragraph F.2. of this section

2. Basis for Obligation
When HHS obl i gates and perfornms the accounting, obligations
shoul d include contracts and agreenents for acquisition of |and
and interest in land, buildings, construction in process,
structures, and facilities. Were condemation proceedi ngs are
i nvol ved include an estinmated anmount for the price of the |land
at the time the Attorney General is requested to start
proceedi ngs, adjusted to the anmount of the paynent to be held
in escrow where there is a declaration of taking. In the case
of liabilities for real property acquired under |ease-purchase
contracts, including liabilities for costs applicable to
properties which are incurred prior to or during construction
i nclude only the portion of the liability financed from
avai |l abl e appropriations, excluding the remaining anount of
liability applicable to future periods. The cost of rea
property acquired under |ease-purchase contracts is a type of
i nstal | ment purchasi ng and shoul d i ncl ude the purchase price
under the contracts and other costs incurred by HHS

The dol I ar cost should be obligated in accordance with the
contract or agreenment. For projects extending over a year the
costs should be separately identified as to the funds avail abl e
for the project in the current year and the funds to be
obtained in future years. The General Services Adm nistration
(GSA) will bill the HHS operating agency for the costs of

proj ect work perfornmed by GSA personnel including design and
supervi sion and the costs of contracts awarded and adm ni stered
by GSA to acconplish authorized projects.
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3.

l. Loans

Land

Included in the obligation costs for the acquisition of |and
are: (Ref. HHS Real Property Managenent Manual and Chapter
1- 30, HHS Accounting Mnual)

Cost of Iand

Appr ai sal

O earing of Land

Damage to Property of Qthers

Dr ai nage

Gradi ng

Landscapi ng

Legal Fees and Expenses

Pl ats and Surveys

Rermoval and Rel ocation of the Property of Qthers
as Part of Purchase Contract

Removal of Structures or Facilities Purchased but
Not Used

The costs will be obligated and chargeable to the fiscal year
appropriation at the tine land is acquired by HHS. [Information
on land acquisitions is maintained on the Real Property Record
- Land, Form HHS-83. The purchase order or contract docunents
and the real property voucher should be used as the obligating
docunents. (See Chapter 17-10, HHS Real Property Managenent
Manual .)

Bui | ding and Construction In Process

Costs for buildings and i nprovenents are obligated and
chargeabl e to the appropriation at the time the buildings is
acquired by HHS. A separate Real Property Record - Buil dings,
Form HHS-84 is mai ntai ned for each building for which the
Depart nent has managenment and accountability responsibilities.
The purchase order or contract docurments and the real property
voucher shoul d be used as the obligating docunents.

Structures and Facilities

I ncl uded under structures and facilities are utility systens
(heating, sewage, water, electrical, roads, parking areas,
storage tanks, etc.). The HHS Real Property Manual provides a
list of items classified as structures and facilities. Costs
for structures and facilities are obligated and chargeable to
the fiscal year appropriation at the tine the structures and
facilities are acquired. The purchase order or contract
docunents and the real property voucher should be used as the
obl i gating docunents.

Gener al

Loans are made to non- Federal agencies such as individuals,
institutions or private concerns. The obligating docunent nmay
take the formof a loan contract or agreenment, an obligating
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letter, or a special docunent form established by an operating
agency. The terns of the specific contract and agreenent and
when funds are nmade avail abl e may i nfluence the anpbunt and

fiscal year recording the obligation.
2. St udent Loans
a. Nat i onal Def ense Educati on and Hi gher Education Prograns

Student | oans are avail abl e under National Defense
Education Act (Title Il, Section 203, Title Il, Section
207, Title Ill, Section 305); H gher Education Act,
(Title I'V-B, Section 422). Were the loan funds are
awarded to the institution and the student |oan records
are nai ntained by the educational institution, the
obligation should be established by HHS organi zations at
the tinme of the issuance of the obligating letter
(official allocation letter) notification to the
institution. Each institution participating in the
Nat i onal Defense Student Loan Program executes a binding
agreenment as a precondition to participating in the
program Periodically and definitely at the end of the
fiscal year adjustnments to the obligations should be nmade
when reports frominstitutions are received indicating

| oans that have been granted which are supported by | oan
agr eenent s.

U_S. Loan Program for Cuban Students

This programis adm ni stered through participating
institutions under the Public Law 87-510, M gration and
Ref ugee Assi stance Act of 1962. The Cuban student signs
a prom ssory note for each | oan and a copy of the note is
forwarded to the Cuban Loan Section, Loans Branch

D vision of Student Financial Aid, Ofice of Education
The obligation will be established upon recei pt of a copy
of the signed promi ssory note in the Ofice of Education
A notification should be furnished the fiscal and
accounting office when the signed prom ssory note is
received.

Cancell ation of Student Loans

To encourage borrowers to enter the teaching profession
cancel l ation of Student Loans is provided. The OE Form
1028, Request for Partial Cancellation of Loan, should be
used to adjust or renove the obligation previously
established for the | oan

Defaulted Loan

Def aul ted | oans include student | oan nonpaynent and where
the death or disability of the student occurs. The
occurrence of any of these events will cause the | ending
agency to sustain a |loss and subsequently to file a claim
agai nst the Student Loan |nsurance Fund. d ains nust be
fully docunmented to include an assignnment of the note to
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t he Conmi ssioner of Education. Upon receipt of the claim
the obligation will be established for defaulted | oan

e. | nt er est
While |loan holders are still students, the Ofice of
Education may pay the interest. To further encourage
lending institutions to nake | ow i nterest student |oans,
the Ofice of Education may nake incentive interest

paynments. Interest should be obligated when accrued and
payabl e.
3. Medical Facilities Construction

A program for the construction and nodernization of hospitals
and nedical facilities provides for direct |oans and guarant eed
loans to public institutions. Under this program construction
projects are inspected and paynents nmade as construction pro-
gresses. The loan contract or agreenment executed and signed by
the parties involved should support the obligation

J. Investnents in Securities
I nvestnents, as used in this category, refers to stocks, bonds,
debentures, other securities, etc. Excluded are par value U S
Covernment securities. Investnments will be obligated at the purchase
price in the accounting period in which the investnments are
purchased. The purchase order or contract should support the
obligation.

K. G ants
1. Cener a

a. Cenerally, the criteria outlined for contracts in
par agraph 2-30-30 F. are applicable to grants especially
where contracts and agreenents are involved. Gants
shoul d be obligated upon execution of an agreenent or
grant award or simlar docunment in which the ambunt and
pur poses of the grant, performance period, obligations of
the parties to the grant, and any other applicable
conditions are set out. The Ofice of Managenent and
Budget instructions in Section 22.5 of Crcular A 34
shoul d be used as the guidelines for determning grant--
in-aid obligations. Pertinent parts of these
i nstructions are as foll ows:

"Unl ess otherwi se required by law, the amount of obliga-
tions to be included for Federal grant-in-aid prograns,
shared revenues, and taxes payable to States and
political subdivisions will be determ ned as foll ows:

(1) For grants which involve no adm nistrative
determ nation, and which are automatically fixed by
a statutory fornula or specified by law, the
obligation to be reported will be the anount



HHS Chapter 2-30 Page 36
Departnental Accounting Manua
HHS Transmittal 72.1 (7/25/72)

determ ned by the application of the fornula or the
anmount appropriated, whichever is smaller at the

ti me the anobunt so determ ned becones available to
t he grantee.

(2) For grants based upon approved financial prograns
obligations to be reported will cover only the
period of time for which the financial requirenents
have been established and approved, and for which
it has been administratively determned that funds
will be paid to grantees. For exanple, if
requi rements have been established and approved for
one nonth, and it has been deternined that paynent
wi Il be nmade on the basis of such approval,
obligations will be based on the requirenments for
t hat mont h

(3) For grants based upon approved construction and
rel ated projects, the Federal share of the project
will be considered to be obligated at the tine the
project is approved by the appropriate Federa
aut hority.

(4) For any other grants involving adm nistrative
determ nation, obligations will cover the anpunt
approved for paynment at the tinme the determ nation
i s made.

(5) Paynents in lieu of taxes will be reported as
obligations at the tine the taxes woul d be due.

(6) Taxes and assessments based on property val uation
will be reported as an obligation at the tine
paynment is due, unless further action by Congress
is necessary to authorize paynent. For revolving
funds and ot her cases specifically authorized by
law, taxes will be recorded as they accrue.

Under either the automatic grants or those based on

admi ni strative determ nations, the fact that recipient
agencies are required to match federal contributions does
not affect the Governnent's obligation. However, in any
case where an agency determ nes that future payments on
an approved program shoul d be nodified or discontinued,
the obligation previously reported will be adjusted
accordingly."
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b. Subsection 16.8(c) Title 2 of the General Accounting
O fice Manual provides additional general guidance on the
accounting and reporting of grants as follows:

"(c) GRANTS

Definition

Except as ot herw se expressly authorized by | aw, Federa
grants are paynents in cash or in kind nmade to provide
assi stance for specified purposes.

The acceptance of a grant fromthe United States creates
a legal duty on the part of the grantee to use the funds
or property nmade available in accordance with the
conditions of the grant. G ant paynents may be nade in
advance of work performed or as a reinbursenent for work
performed or costs incurred by grantees.

The United States generally has a reversionary interest
in the unused bal ances of advance paynment grants, |In any
funds inproperly applied whet her received as an advance
or reinbursable paynent, and in property or facilities
purchased or otherw se made avail abl e under the
conditions of the grants, unless title thereto is
specifically vested unconditionally in the grantee by the
ternms of the grant under authority of |aw.

"Responsibility of grantor agency
The grantor departnment or agency is responsible for
seei ng that:

Grants are applied solely I n accordance with the
conditions of the grants.

Unused bal ances of grants, including funds
i mproperly applied, are returned to the United
St at es.

Property or facilities purchased with such funds,
or otherwi se nade avail able, are utilized and

di sposed of in accordance with the terns of the
grant or other instructions of the grantor agency.

Advance paynents nmade to grantees under the terns -
of the grants do not exceed the current or revised
needs of grantees.

"Accounting and reporting

Accounting for grants shall include all aspects of grant
transactions from approval of the proposed grants to
final action by the grantees and grantors.
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"Accounting for a grant begins with the execution of an
agreenment or the approval of an application or simlar
docunent in which the anpbunt and purposes of the grant,
t he performance periods, the obligations of the parties
to the grant, and other applicable basic terns are set
out. This action establishes a commitnment of funds and
t he agreenent, application or simlar docunent is the
obligating instrument, provided that the United States is
bound t hereunder to disburse the grant funds either
uncondi tionally or under conditions solely within the
control of the grantee.

"Paynents to grantees in advance of work performed shal
be accounted for as advances of the grantor agencies
until evidence of perfornmance has been received fromthe
gr ant ees.

"Paynents to grantees as rei nbursenent for work perforned
or costs incurred shall be accounted for as reductions of
liabilities to pay for such work or cost.

"Paynents to grantees under grants where no perfornmance
or reporting by grantees is required or where the
paynments are scheduled to correspond approximately with
performance shall be accounted for as |iquidations of the
obligations and as costs incurred.

"Reports under advance paynent grants shall be required
of grantees at reasonably frequent periods and to show,
as a mnimm how the funds or property where applied,
details of property acquired, and unused fund bal ances.
Upon acceptance by the grantor agencies, such reports
shall be used as the bases for |iquidating obligations,
reduci ng the advance accounts, and naki ng charges to
appropriate cost and property accounts.

"Reports under reinbursable grants also shall be required
at reasonably frequent periods and used as support for
recording the agency liability for costs incurred and for
liquidating the obligation under the grant.

"Estimates may be used in lieu of reports where necessary
for nonthly reporting purposes.

"Where title to grantee-acquired property vests or nmay
vest in the Governnment, appropriate property records
shal | be established.

"At termination of a grant, unused and inproperly applied
funds shall be collected by the grantor agency or appro-
priately adjusted by offset or otherwise utilized in
accordance with the conditions of the grant and
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arrangenents shall be made for disposition of
Gover nnent - owned property.

2. G ant Progranms
Grant prograns are classified broadly into the foll ow ng areas
for obligation purposes.

Fornmula - (Principally to States)

Construction - (Federally assisted) Research

Trai ning and Fell owship - (Includes

fell owshi ps, traineeships, training grants)

Mul ti - purpose - (Such as Regi onal Medical Prograns)
Servi ces and denonstrations

O her

In the above grant prograns the obligation should be
established at the tine of approval and be supported by
docunentation such as the notification or statement of grant

award and approval list of awards.
3. Gants to State and Local Governnents
a. Grants Fixed by Statutory Fornul a

or_Specified by Law

Where no administrative determnation is involved the
obligation to be recorded will be the anmount determ ned
by the application of the fornmula to the anount
appropriated. Were HHS grants have fixed statutory
formulas and al so involve an adninistrative determ nation
as to the grant amount then this anount will be recorded
as an obligation when the determ nation is nade. However,
once the State has nmet all the requirenments, the obliga-
tion will be for the anount of the State's share of HHS s
appropriated funds as determned by the formula and the
anmount indicated on the obligating docunent.

b. G ants Based on Approved Financial Prograns Covering an
Est abl i shed and Approved Tine Period and |nvolving
Administrative Determination that Funds will be Paid
The obligation to be recorded will cover only the period
of time for which the financial requirenents have been
establ i shed and approved and for which it has been
adm nistratively determned that funds will be paid to
the State or |ocal governnent. For exanple, if
requi rements have been established and approved for three
nmonths, and if it has been determ ned that paynents will
be made on the basis of such approval, the obligation
will be recorded at the tine this deternmination is nade
and on the basis of the amobunt approved for the three
nont hs.
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4.

Construction Grants

Initial information for the construction project wll
ordinarily be available on the HHS 537, Application for Federa
Assi stance for Construction of Health and Educati ona
Facilities. The application plus additional information

furni shed should provide the estimated dollar anount, the

pur poses of the project, the pre-construction perfornmance
requirements | eading to final Departnental approval of the
construction grant, and the estimated conpletion date for each
preconstruction phase (i.e., financing arrangenents for the
grantee's share, site, title, and survey arrangenents;
architectural plans and specifications; etc.). The approved
agreenment or grant award statement should be used as the
obligating instrument provided HHS i s bound thereunder to

di sburse the grant funds either unconditionally or under
conditions solely within the control of the grantee. (Ref.
Subsection 16.8(c) Title 2, GAO Manual.) An obligation will be
recorded when the Departnent approves w thout change the
grantee's application, or when the grantee accepts the grant

of fer of the Departnment where the application is anended by the
Depart nment .

The obligation amount will be based on the best avail abl e
estimate and will |ater be revised based on nore refined
estimates or on final approval of the construction grant
subject to the availability of funds.

If the grant application agreenent contains a provision that
Federal funds will be nade avail able only where the applicant
proceeds to fulfill conditions of the application agreenent, an
obligation will be recorded when it is determned that the
grantee has accordingly fulfilled the stated conditions. Under
t hese circunmstances and as a practical matter, final approval

of the construction grant will usually be the basis for the
obligation of funds.

Funds for construction programs that are included in nonies
allocated to states on a forrmula basis, and where the State
agency is permitted by legislation to make final project
approvals, will be obligated according to criteria in paragraph
3a. above.

Bona Fide Need as a Condition to bligate

a. A grant award or simlar agreenent nust be a bona fide
need of the fiscal year In which the grant award or
simlar agreenent is initially obligated. 1In 33 CG 57,

61, the Conptroller General stated:
" the general rule has been stated that in order
to obligate a fiscal year appropriation for
paynments to be made in a succeeding year, the
contract inposing the obligation nmust have been
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made within the fiscal year sought to be charged
and the contract nmust have been nmade to neet a bona
fide need of the fiscal year to be charged."”

While the Conptroller General decision refers to a
contract as the obligating docunent, the sane rule
applies equally as well to grants.

b. In 44 CG 399, 401, the Conptroller Ceneral stated that
determ nati on of "what constitutes a bona fide need of
the service of a particular fiscal year depends in |large
measure upon the facts and circunstances of the
particul ar case, there being no general rule for
application to all situations.” |In general, a grant nmay
be initially obligated in one fiscal year for a project
or activity which is to comence in the next or
subsequent fiscal years, provided that the grantee needs
lead time in order to neet the contenplated starting
time. This type of obligation action would be applicable
i n educational service grants whereby the institution
needs the grant funds prior to the end of the current
school year (probably April or May) for scheduling and
pl anni ng purposes for the academc year that will begin
i n Septenber of the follow ng school year

6. Effect of Contingencies on Recording of Onoligations
Certain agreenents may provide that grantee performance is to
begi n only upon the occurrence of a future event. |If the

future events is uncertain (e.g., enactnent of the
appropriation for a subsequent fiscal year), the obligation is
contingent until the occurrence of the future event and no

bi ndi ng agreenent or recordable obligation is created unti

that time. |If the future event is certain (e.g., issuance of a
notice to proceed which is nerely a direction to a grantee to
begin work on an existing grant), the grant shall be considered
an obligation according to the criteria set forth in preceding
par agr aphs not when the notice to proceed is issued.

7. Qoligation Amvount for Grants Payable I n Foreign CQurrency
The dol I ar anount of an obligation to be recorded for a grant
agreenent which provides for paynment in foreign currency wll
be conputed on the basis of the | owest avail abl e | egal exchange
rate on the date the grant is executed, unless the terns of the
grant provide a different exchange rate in which case that rate
is used. |If there is a reasonable basis for expecting a change
inthe legal rate of exchange, or if a change in the legal rate
subsequently takes place, the obligation will be based on the
rate anticipated to be in effect when paynents are to be nade
under the grant. The obligation shall be reviewed frequently
and adj usted accordingly (See paragraph 2-30-30 F.1.9.).
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8. Fundi ng Period Covered by Initial Obligation

a. Severable Gants
If a project can be divided into two or nore discrete
wor k stages or phases, a grant may be executed for each
di screte phase of the project. Funding would then be
provided fromthe fiscal year appropriation current at
the tinme each project phase is approved or the grant is
executed, as appropriate. Wiuere the project can be
divided into stages the first stage grant or contract
could contain | anguage that the contract or grant is the
first stage of a proposed (nunber of years) project and
it is the intention of the HHS operating agency to award
addi tional contracts and grants to conplete the project,
subj ect to satisfactory performance and subject to the
availability of appropriations for the project.

b. Non- severable Grants
A non-severable grant is identified with a project or
activity which has a specified, tangi ble end product or
result within a specified time period and cannot be
divided into discrete phases. A grant of this type nust
be fully obligated and funded fromthe fiscal year
appropriation current at the tine the Federal Covernmnent
becormes unconditionally comriitted, in accordance with
criteria set forth in precedi ng paragraphs. A non-
severabl e grant which covers two or three years, for
exanpl e, nmust be fully funded at the outset.

C. Project Period Grants
Project period grants are funded in a series of
successi ve years' appropriations. Under the Project
Period Grant approach, the project is approved in its
entirety; however, the funding is provided in annua
i ncrenents call ed budget periods. The Federal share of
the project costs for the coning budget period would be
the basis for the annual grant. Unused funds renaini ng
in the hands of grantees would serve as a basis for
adjustnments in succeeding grant increnents. Policy
gui del ines on the use of the Project Period System for
di scretionary type grants are included in Chapter 1-85 of
the Grants Admi nistration Manual

An initial award and subsequent continuation grant
award(s) unless linmted by | aw made in support of

di scretionary grants such as research, denonstration, or
other projects generally involve a general result that
cannot with certainty be acconplished within an
identifiable time frane. The project period may span up
to several years, subject to legislative or

adm nistrative restrictions. The control aspect in
admi ni stering project period grants is to award funds
each fiscal year based on the needs of the budget period
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(usually 12 nonths), as set forth in the approved project
budget. If it is determ ned that continued fundi ng woul d
not be in the best interests of the government and the
grant is to be ternm nated, the grantee would be notified
in advance to permt an orderly ternmination. The initia
grant award provides funds for conduct of the project
during the first budget period of the project (usually,
but not necessarily, 12 nonths), and the grant docunent
states the fundi ng support reconmended for the remai nder
of the project period, subject to the appropriation of
funds by the Congress. The period of the initial grant
award is the sane as the project period. The period of
each continuation grant award is the same as the

remai nder of the project period; however, funds provided
woul d usually be for a 12 nonth budget period. The grant
document aut horizes the use of the awarded funds

t hroughout the project period of the grant. 1In the case
of continuation grants, tho grantee is authorized to
continue to expend ol d year appropriations which have
been comritted to the programuntil they are exhausted
and to pick up at that point with then current
appropriations which are awarded to the project. Thus,
the grantee is authorized the use of each year's funds
obligated to the project until the funds are expended.
Thereafter, the grantee is authorized the use of funds of
the then current fiscal year covered by the continuation
grant. Every effort should be nade to nake sure the
approved project budget is not overstated in order to
make avail abl e unexpended bal ances for use in succeedi ng
years. However, adjustnents In the award shoul d be rmade
when aut horized funds exceed or are |less than the
approved budget for the year. Any funds excess to the
grantee's needs at the end of the final budget period of
a project shall be returned to the Departnment of Health
and Human Servi ces.

9. Criteria for Adjustnments to lnitial Obligations

a. Wthin the Sane Fiscal Year

(1) Except as specified in subparagraph b. bel ow,
appropriated anounts are avail able for obligation
by an HHS agency only during the fiscal year(s)
aut hori zed by | aw.

(2) Subject to legislative and adm nistrative
restrictions, appropriated anmounts which were
obl i gated but unexpended under one grant award nay
be deobligated and reobligated for use under
another grant award only within the fiscal year(s)
aut hori zed by the appropriations.
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(3) When obligation anounts are linked directly to
amounts paid by grantees (i.e., public assistance
grants) obligations incurred nust include upward
adjustrments for the differences between obligations
previously recorded and the actual paynents by
grantees for the Federal share. Paynents to
grantees for these upward adj ustnments nust be
subject to the availability by appropriated funds.

(4) If conditions of a grant award provide that the
grantee's authority to obligate expires at
Septenber 30, or at some other specified date
(whi ch may be several years in the future for
project period grants), the anount of the grant
award not obligated at the expiration date by the
grantee will be used as the amount to reduce the
obligation recorded on the books of the HHS agency.
The final obligation adjustnment for a grant award
wi Il be based on the grantee's final expenditure
report. Cash draws by the grantee under letters of
credit or cash advances by Treasury check to a
grantee nmust be recorded in an advance account by
the HHS agency. The advance account wll be
liquidated on the basis of expenditure
(performance) reports received fromthe grantee.
(Ref. Subsection 16.8(c) Title 2, GAO Manual .)

In Subsequent Fiscal Years

"Unobl i gat ed bal ances froma prior fiscal year may be
used to pay increased adjustnments in obligations properly
incurred In that sane prior fiscal year; provided, the
grant or other agreenent contained a provision for
adjustrment -- "doctrine of relation back." As an exanple
an award that provides for adjustnment froma provisiona
indirect cost rate nmeets the doctrine of relation back
and any increased cost related to this provision nmust be
charged to the sane fiscal year appropriation against

whi ch the applicable grant award was charged.” |n the
absence of such a provision, with respect to construction
| oans under Title Il of H gher Education Facilities Act

of 1963, the Conptroller CGeneral ruled that increases in
construction costs nmust be obligated as new | oans from
the current year ceiling - ref. 41 C. G 135).

(1) Unexpended obligations or unobligated bal ances from
an expired appropriation may not be used to fund a
change in scope of work. Appropriated funds of the
current year nust be used. The ending date of the
grant may be extended, however, to permt the use
of unexpended obligations for conpleting work
within the original scope of the project.
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10.

L.  her

(2) Subject to legislative and adm nistrative
restrictions as to the total length of tinme a
proj ect may be supported, unexpended bal ances in
t he hands of grantees for project period grants at
the end of an approved period of support may be
used to fund continuation of the sane project If
t he work scope renmai ns unchanged. Unobli gated
bal ances of expired appropriations nay not,
however, be used to fund other projects In
subsequent fiscal years.

Di sposition of Unobligated Bal ances of Appropriations
Periodically, the status of unpaid grant obligations will be
reviewed to determ ne whether the obligation is still valid.
To the extent it is determned that paynents will not be made,
the obligation will be reduced, or witten off. Any such
action nust be coupled with agreenment of the grantee, and such
action nust conply, if applicable, with provisions of

"term nation of award."

Obli gations

Pensi ons, Annuities, Insurance d ains,

Ref unds, Awards, and Indemities

I ncl ude anmpbunts determined administratively or judicially to be
due and payabl e when no further action by Congress is required
to authorize paynent.

Interest and Divi dends

I ncl ude the amount of interest accrued or dividends decl ared
(other than dividends payable froma Governnent-owned fund) to
the Treasury during the period.

Liability Under Pending Litigation

obligations covering liability under pending litigation will be
evidenced by witten adm nistrative determ nati ons of the
estimated anmount of liability that will result from such
litigation. Such obligations exist only in those cases where
the Government has admitted its liability for the paynent of
noney and the amount of such paynent is to be determ ned by the
litigation.

O her Legal Liabilities
The following types of liabilities will be recorded as obliga-
ti ons when supported by appropriate docunmentary evidence:

a. Evi dence of clains payable pursuant to |law, when finally
approved and funds certified for payment, if not
previously recorded as an obligation

b. Any present liability of the Government where conpetent
| egal authority has determined that such liability
exists. Tort clains should be obligated based on the
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approved SF-1145, Voucher for Paynment. See Chapter 4-80
of the Voucher Exam nation Manual and Part 4, dains, of
the CGeneral Adm ni stration Manual

cC. Liabilities evidenced by di sbursenent docunents, not
preceded by a recorded obligation. This should be an
exception to the common practice and indicates a
breakdown in system of docunent flow, particularly in
areas of procurenment, grants, |oans, etc.

2- 30-40 REVI EW OF UNLI QUI DATED OBLI GATI ONS

A

Current Appropriations

The revision of anpbunts obligated, as nore precise information
becones available, is a continuing responsibility. Review of

unl i qui dated obligations should be performed quarterly but an annua
year-end review is nmandatory. (See Chapter 5-70). ol i gations
recorded as of Septenber 30 can be adjusted in the interval between
Sept enber 30 ant Cctober 30 (final closing of the books for the
fiscal year) as additional information beconmes available. Unpaid
obl i gations under $1.00 shoul d be renoved fromthe accounts on the
basis that a billing probably will not be received. The docunent
evi dencing the obligation should be retained in a special file to
support the paynent authorization in the event a bill is received.
In many cases, payment vouchers establishing the actual liability
will be in process and can be conpared to the obligated anount.
Every effort should be nmade to establish accurately the anmounts of
unl i qui dated obligations to be reported at year-end.

Prior Year Appropriations

The responsibility for continuing critical review and adjustnent of
unl i qui dated obligations extends also to prior year appropriations.
oligations which will not result in the expenditure of funds should

be deobligated or canceled. Small itens ($5.00 or less) should be -
liquidated and the docunments retained In a special file to support
t he paynment authorization in the event a bill is received. The

progress and status of inconplete contracts, grants, and | oans shoul d
be reviewed with procurenent, grant and other officials concerned.

Adj ust nents required by the circunstances discl osed should be
pronmptly processed to cancel inactive transactions, permt rel ease of
unneeded funds to the Treasury, and term nate reporting requirenents.
(See Chapter 3-50, Expired Appropriations.)

2-30-50 ADJUSTMENT OF OBLI GATI ONS

Section 1311, Public LAWG633, 31 USC 200d requires that no new
obligation may be incurred after the expiration of the definite

peri od for which the appropriation was nmade avail able. However, nany
obligations are based upon estinmates which nust be adjusted upward or
downward when the bills are paid, or even prior to the payment of the
bills, if the adjustnments are significant. Further, many awards
contain provisions for upward or downward adj ustnent of the award for
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the difference between a provisional indirect cost rate and the
actual audited indirect cost rate, etc.

Al t hough these adjustnments usually result in upward adjustnents, they
are not considered to be new obligations but are adjustnents of

exi sting obligations and shall be recorded as such provided the

i ncreased costs are attributed to the adjustnment froman estimated to
actual or that the doctrine of relation back applies and provided
there is no increase in scope of work perforned.

It is incunbent upon all program nanagers to hold in reserve suffi-

ci ent unobligated bal ances of their authorizations (all owances,
limtations) fromwhich to subsequently pay these contingent costs so
as to be able to honor the provisions of the grant or contracts on a
timely basis and further to precluded any anti-deficiency violations.
(See Chapter 2-10 for provisions on anti-deficiency violations.)

OMB G rcular A-34 provides the foll owi ng gui dance

"22.2 Adj ust nent of obligations incurred.

Except as provided in the follow ng two paragraphs, obligations
incurred will be net of the following: (a) cancellations of
prior obligations, (b) downward adjustnments for the difference
bet ween obligations previously recorded and actual paynents

t hereof, and (c) refunds arising during the reporting period in
recovery of erroneous paynents or due to accounting

adj ust ment s.

"Adjustnents in unexpired accounts: For naterial changes
i n unexpired accounts of the foregoing nature relating to
obligations incurred in prior years, the transactions
will not be netted, but reported separately as recoveries
of prior obligations."

"Adjustnents in expired accounts: For expired accounts
(including annual limtations on the use of revol ving or
ot her no-year funds) all adjustnents of obligations are
netted and the result reported as obligations incurred if
the net adjustnent is upward and recoveries of prior
obligations if the adjustrment is downward."

2-30-60 RECONCI LI ATI ON OF DOCUMENTS

A

Mont hly and Quarterly
See Chapter 2-40, Reconciliation and Internal Control

Year - end Docunentation of Unpaid Ooligations

A detailed list of valid year-end unpaid obligations (both delivered
and undel i vered) nmust be prepared and retained as a part of the
official records. Unpaid obligations listed nust be identified by
appropriation, allotnent, operating plan, allowances, or cost center
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and by object class, date of obligation, and name of vendor. These
transactions nmust also be identified by delivery status and vendor
classification (Government and other). Qher reporting details are
set forth In Part 5 of this Mnual.

2-30-70 REPORTI NG AND CERTI FI CATI ON OF OBLI GATI ONS

Al reports and statenments of obligations incurred shall be based on
valid obligations recorded in the accounts. This requirenent applies
to internal reports nade to agency managenent staff, operating staff,
and the Secretary, HHS, as well as to those reports required by the
central control agencies. Al reports of total obligations prepared
at the end of any given nonth should reflect obligations which can be
reconciled to the anounts shown on the Reports of Budget Status, Form

SF-133. Oher reporting requirenents for obligations are set forth
in Part 5 of this Manual



