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2-35-00 BACKGROUND AND PURPOSE

The common |ink between a federal grant, contract or |oan recipient,
and the governnment’s funding and paynent office is a properly
executed and recorded obligation docunment. It is mandatory that al
obliga-tions of federal funds be recorded by the awarding

organi zation's servicing finance office on or before the governnment
is obligated to pay for the future delivery of goods and/or services.
Title X, Inmpoundnent Control, of P.L. 93-344 nmkes it inperative that
an obligation be recorded in the sane period that he obligation is

i ncurred. It is, therefore, of prine inmportance for each

OPDI V/ OS/ Regi on finance office to maintain an obligation contro

point for assuring (1) the obligation docunentation is conplete; (2)
the obligation is recorded in the OPD V/OS/ Regi on’s accounting system
in the same nmonth the obligation is incurred; and (3) a tinely

rel ease and distribution of obligation docunents. Thi s chapter sets
the policy for the establishnment of obligation control points and the
procedures to be followed in recording and rel easing all obligations
for HHS grants, |oans and significant contracts.

2-35-10 PCLI CY

Each OPDI V/ OS/ Region w || establish and maintain Obligation Contro
Points (OCPs) for the purpose of clearing and assuring the pronpt
recording of obligations. Were data input functions are largely
centralized in the finance office, there may be a single OCP

however, where obligation data are input to the accounting systemvia
conmputer from decentralized offices the functions of the OCP, as
described in this chapter, must be delegated to the applicable

of fices.

The OCP responsibilities for assuring the content and accuracy of
critical data elenments on the obligating docunents will depend upon
the degree of automation in each organization. Conputer created
docunents can be designed to require the necessary data, and on-line
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edits will assist in assuring the accuracy of the data prior to entry
into the accounting systemor the distribution of the docunent.

Li kewi se, in a decentralized and highly autonmated environnment the
finance office may permt the originating office to maintain the hard
copy of obligating docunents. All of these factors will be taken
into consideration when inplenmenting the procedures described in the
foll owi ng section of this chapter.

3-35-20 RESPONSI Bl LI TI ES OF THE OPDI V/ OS/ REG ONS

A It is the responsibility of each HHS officer having authority to
obligate federal funds to properly execute and submt al
obligation docunments to their servicing finance office in a
timely manner. Those obligations which are significant in
nat ure and amobunt nust be revi ewed and cl eared through the OCP
before any segment or copy of the obligating docunent is
distributed or released to a contractor or grantee. The
specific types of obligations that nust be processed and cl eared
t hrough the OCP are:

o] All grants for Federal Donestic Assistance prograns.
o] Al'l | oans for Federal Donestic Assistance prograns.
o] Al contracts of $2500 and nore.

O her obligations, including those |isted bel ow, are excluded
fromthis OCP policy, but may be included by a specific OPDI V/OS
Regi ons at their option:

o] Contracts in amounts | ess than $2500.

o] Procurenent from government agencies through cross-
servi ci ng agreenents.

o] FEDSTRI P

o] Delivery orders under basic ordering agreenents under
$2500.

o] Bl anket purchase agreenents.

o] Gover nnent personnel travel.

o] SSA' s Benefits and Heal th I nsurance Prograns.
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B

In addition to clearance by the OCP, each OPDI V/ Regi on nust
certify that funds are availability for the obligation. This
certification of funds is not a requi rement of this chapter
but is a requirenent of Chapter 2-30-20. The OCP functions
and the certification of funds availability8 are simlar
since each requires a specific type of exam nation and a
recording of the obligation in accordance with 2-35-30B. If an
OPDI V/ OS/ Regi on desires, they may conbine the two functions
into a single operation. Regardless of this operationa

deci sion, the OCP function must be perfornmed by each financi al
office, or the office delegated to performthis function.

2-35-30 RESPONSI BI LI TI ES OF THE OBLI GATI ON CONTROL PO NT ( OCP)

A

The OCP must ascertain that the obligation docunment is signed by
an appropriate governnent official who has the del egati on of
authority to obligate federal funds as prescribed in the Genera
Adm ni strati on Manual, Chapter 8-100.

The OCP has the responsibility of assuring that all obligations
requiring OCP cl earance are supported by proper docunentation
(grant award, contract, |oan agreenment and attachnents thereto),
whi ch provide the follow ng financial information to the

reci pient and the finance office:

o] Payment cl ause identifying the paying office, its address,
and tel ephone nunber.

o] Central Registry System Entity ldentification Nunber
(CRS/EIN) identifying the recipient of the obligation.

o] Document Number identifying the specific obligation
docunent .

o] Fi scal Year (FY) and Common Accounting Nunber (CAN)
show ng the source of funds.

o] The anmount bei ng obli gat ed.

o] The anmount of carryover funds.

o] An indication if special expenditure reporting by FY and

CAN is required. This applies only if the obligation is
pai d through the Payment Managenment System (PMS).
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C.

The OCP must al so assure that the financial office is provided
the information required to record and pay the obligation. The
following are elenents required by the finance office:

o] Ef fective date of the obligation

o] bl i gation document reference code.
o] CAN.

o] bj ect cl ass.

o] Federal / non-federal code.

o] CRS/ El N.
o] Budget period dates (begin/end dates).

o] I ndi cati on whether the obligation is an initial obligation
or an adjustnment to an existing obligation.

o] Identification of the applicable comm tnent docunment when
formal conm tment accounting is enpl oyed.

The OCP must al so assure that the obligation docunents contain
any other information that managenent deens necessary, such as:

o] Proj ect period dates
o] Anmount obligation anobunt under this document nunber.
o] Cat al og of Federal Donestic Assistance program

i dentification.
o] Fundi ng appropriation.

Al'l of the above data elenents are further defined in Exhibit
2-35- A

The OCP is responsible for clearing (or rejecting) the docunent
and having the obligation recorded within 24 hours. Upon
recordation in the accounting system the finance office nust
quickly transmt obligation data to the PM5S so that aware
authority will be established in advance of the recipient’s
request for funds. It is also essential that the obligation be
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recorded into the accounting systemin the same nonth the
obligation is dated or issued. |If obligations are recorded in a
| ater period the delay m ght be viewed as an agency deferral,
when, in fact, no decision was made to withhold the obligation
or expenditure of budget authority. Wen information is m ssing
or incorrect, the obligation nmust not be cleared or recorded;
the OCP must cite the deficiencies and return it to the

originating office. In turn, the obligating office nust correct
the deficiencies and resubnit the obligation to the OCP for
cl ear ance.

F. OCP cl earance and recordi ng procedures must be flexible at the

end of a fiscal year. (or any other period after which fund
availability | apses). Application of control procedures should
not result in a |apse of needed funds. See also 2-30-30B of

t hi s manual .

G When obligations are nade to recipients with nmultiple accounts,
but a single point of contact, the OCP is responsible for
insuring that a recipient’s single point of contact receives a
copy of the obligation docunent. (See the Gants Adm nistration
Manual or the PMS Users Guide for a listing of such recipients
and the names and addresses of their single point of contact.)

2-35-40 RESPONSI Bl LI TI ES OF THE DEPUTY ASSI STANT SECRETARY,
FI NANCE

The O fice of Financial Policy (OFP) which reports to the Deputy
Assi stant Secretary, Finance sets the policy for the establishnment
and i mpl enmentation of the OCP. The OFP will provide assistance to a
OPDI V/ OS/ Regi on in establishing, inplenenting the OCP activity, and
reviewing its operation and effectiveness.
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FI NANCI AL | NFORVATI ON REQUI REMENTS
All of the specific financial information requirenents di scusses
bel ow nust be net by all HHS awards made under Federal Donestic
Assi stant programs and for all other awards paid through the Paynent
Managenment System (PMVS).

1. Payment C ause

The paynent clause in an award docunent nust identify the HHS
paynment office giving its name, mailing address and tel ephone
nunmber. This is the office to which the recipient nust turn for
all paynment activity.

a. For awards paid through the PMS the follow ng statenent
shoul d be used:

“Paynments under this award will be nade avail abl e through
t he HHS Paynent Managenent System (PMS). PMS is

adm ni stered by the Division of Federal Assistance

Fi nancing, O fice of the Deputy Assistant Secretary,

finance which will forward instructions for obtaining
paynments. Inquiries regardi ng paynents should be directed
t o:

Director, Division of Federal Assistance Financing
Rockwel | Buil di ng, 8'" Fl oor

P. O Box 6021

11400 Rockvill e Pike

Rockville, NMD 20852

(301) 443-1660.

b. For awards paid by the letter of credit system operated by
OPDI V/ CS finance offices, the follow ng statenent should
be used:

“Paynments under this award will be nade avail able
through a letter of credit adm nistered
I nquiries regardi ng payments

shoul d be directed to:

Tel ephone Nunber:
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C. For awards paid by Treasury check or wire transfer, or by
OPDI V/ OS/ Regi on Third Party Draft, (but not through the
PMS) the follow ng statenent should be used.

“Paynments under this award will be nade avail abl e by
(l'ist the nethod of paynent) issued through the
finance office. Inquiries regarding

paynents shoul d be directed to:

Tel ephone Nunber: “

2. Central Reqgistry SystenmlEntity ldentification Nunber (CRS/ ElN)

The CRS/EIN is used to identify the recipient organization
(i.e., the grantee). It also allows the recipient’s business
office to identify the specific perform ng conponent (grantee)
to which the award was made. This is particularly inportant for
those recipients for which nultiple CRS/EINs are assigned to
refl ect branch canpuses, separate divisions, etc. Chapter 10-51
of the Departmental Accounting Manual describes the CRS/EIN in
detail and indicates how it is obtained, registered and used.

The CRS/EIN is a 12 character code and nust be clearly
identified and titled “CRS/EIN.” It nust reflect the CRS/ EIN
assigned to the perform ng conponent (i.e., the grantee) and not
the CRS/ EIN of the business office conponent (i.e., the payee)
when the two are different. The CRS/EIN nust be expressed as
foll ows:

o] The first position identifies the recipient as an
organi zation (code 1) or individual (code 2).

o] The second through tenth positions are the HHS recipients
identification nunber (the Internal Revenue Service |ncone
Tax ldentification Nunber: the Enployer’s Identification
Nunmber (EIN) for organizations or the Social Security
Nunmber (SSN) for individuals).

o] The el eventh and twel fth positions are the HHS assi gned
CRS/ EIN suffix for organizations to identify conponent
organi zations (bl ank for individuals).
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A CRS/ EIN shoul d be expressed as 1-580719874- A5 using hyphens to
of fset the three segnents of the CRS/ EIN

3. Docunent Nunber

The docunment nunber is a conmon denom nator through which HHS
and the recipient communicate for expenditure reporting. It is
extremely inportant that this data item be prom nently

di spl ayed. It should be highly visible and should be titled
“Docunent Nunber.”

Normal Iy, the docunent nunber recorded in the OPDIV accounting
systemis the grant/contract nunber or a shortened version of
t hat nunber. The HHS docunent nunber is conposed of a 10
character “core”, but may be expanded to 20 characters.

For grants paid through the PMS the docunment nunber is
specifically structured as foll ows:

# of characters Pur poses Requi r enent

1 Prefix Opti onal

10 Cor e Number Requi r ed

4 Budget Period * Optiona

4 Suffix ** Opti ona
3 Bl ank

Creates a separate docunent record in PMS

* * I dentifies anendnents or nodifications

4. Fi scal Year (FY) and Commpn Accounti ng Number ( CAN)

Al'l HHS awards provide obligational authority from
appropriations through citation of a FY and CAN. The FY is
expressed as a four character code to correlate with the FY
(e.g. 1997). The CAN is a seven character code consisting
of three segnents:

o] OPDI V code 1 digit
o] Accounti ng Point code 2 digits

o] Programidentification code 4 digits
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The FY and CAN are the nmechani smthrough which the autonated
accounting systemrelates awards to appropriations, allotnents,
al | owmances, federal domestic assistance catal og prograns, the
budget activity structure, etc.

The award docunent should reflect the FY and CAN t hrough which
the award action is funded. |I|f nor than one FY and CAN provi des
funding for the award action, each should be cited along with
the amounts attributable to each year. The FY year and CAN
should be titled “FY-CAN.”

5. Anmpount s

a. Ampunt of this Award/ Action

The award docunent package should clearly indicate the
anount of federal obligation it represents. This wll
measure the anount of change if an obligation existed
prior to this award. This is the anmpunt which will be
entered into the automated accounting systens as an
obligation. This requirenent is waived for NIH awards for
whi ch the indirect cost portion of the award is issued
separately; these awards must show the ampunt of direct
support obligated with a notation that indirect cost
support will be provided on a summary HHS noti ce.

b. Carry-over Bal ance

On some project period awards funds obligated, but
unexpended in one budget period, may be carried forward to
t he next budget period for expenditure. This amunt is
known as the carry-over bal ance or as the unobli gated

bal ance from prior budget periods. All awards which
provide authority to the recipient to use this bal ance
should clearly identify the anbunt. This anpunt is not
obligated in the accounting systemsince it was previously
obligated (in prior budget periods).

6. Speci al Expendi ture Reporting Requirenent

Some awards paid through the PVMS are funded from different
appropriations and by law or regulation require that recipient
expendi tures be separately reported. Such awards are referred
to as multi-funded awards. Wen this occurs, the recipient nust
be notified of the requirenent so that he/she can report

expendi tures by FY and CAN back to the PM5 in lieu of a total
only at the docunent nunber |evel (wthout regard to FY and

CAN)
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For all such nmulti-funded awards, data are input to the PM5 with
a special report indicator of “Y" to uniquely identify them

PMS staff uses this indicator to notify the recipient (on the
PMS Report 272) of the requirenent for expenditure reporting at
the document, FY, CAN level on the multi-funded award (note, the
normal expenditure reporting level is by docunment nunber only).
As the recipient reports expenditures through PMS Report 272,
he/she will specially identify the ambunts expended on nulti-
funded awards by FY and CAN

VWhenever an award is determned to be nulti-funded, as defined
above, the award docunent package must so state and the anounts
obligated by FY and CAN nust be specifically identified.



