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SUBJECT:  ESTABLI SHVENT, REVIEW AND VALI DATI ON OF OBLI GATI ONS

References: (a) DS Admnistrative Instruction 7205.1, “Review
and Validation Procedures for Unliquidated
oligations," dated August 12, 1983

(b) DS Adm nistrative Instruction 7205.2,

“Criteria for Establishing Qoligations,” dated
Sept enber 17, 1985

(c) DS Regulation 7100.1; “Budget Policies and
Procedures," dated July 5, 1988
A, PURPOSE
This Instruction prescribes the criteria for establishing
and recording obligations, and the responsibilities for the
review and validation of obligations

B. CANCELLATI ON

References (a) and (b) are cancelled by this Instruction.
C. APPLI CABI LI TY AND SCOPE

The provisions of this Instruction apply to the Ofice of
Deﬁendents School s (CDS? and all Departnent of Defense Dependents
school s (DoDDS) regional offices.

D. DEFI NI TI ONS

1. Accrual Accounting. Accrual accounting is the nethod
of accounting whereby:

_ a. OQperating costs are accounted for in the fiscal
period during which the benefits are received -(cost of resources
consuned or applied).

b. costs for which the benefits are applicable to
future periods are deferred and considered as assets.
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C. Liabilities for unpaid costs are recorded in the
accounts when goods or services are received.

_ d. I'ncone for work or services perforned on a
rei mbursabl e basis is recorded in the accounts when reinbursable
expenses are incurred. Amounts col l ected for tuition should be

prorated between fiscal years in which the income is earned; i.e.,
mat ch revenue and expenses in year they occur.

2. Commitments. A commtment is an admnistrative
reservation of funds and is an intent to incur an obligation.
Comm tnents constitute the first stage in the
conm tment/obligation concept. They include requisitions for
material to be delivered from stock fund inventory and for goods
and services ordered through procurement procedures which do not
obligate DoDDS funds until the procurenent docunment is |ssued.
Conmtnents may be incurred in excess of existing obligational
authorlt% and do not constitute an admnistrative violation of
fund authority. Care should be exercised to ensure over
comm tments do not result in overobligations.

_ ~ Commitments also include limtations issued on
obllﬁatlonal authorities, amounts on MIlitary Interdepartnental
Purchase Requests (M PR's) pending acceptances by supplier as
rei mbursable items (Category |) and non-reinbursable (Category
I'l1) itenms, direct funded itens pending contractual procurements,
and/or billing obligations.

3. (obligations. Obligations are amounts of orders placed,
contracts awarded, services received, and simlar transactions
durln? a given period that will require paynments during the sanme
or a future period. In addition to orders and contracts for
future performance, obligations include the value o goods and
services accepted and other liabilities arising against the
aﬁproprlatlon_or fund without a fornmal order and outlays nade for

Ich obligations were not previously recorded. Wen the anmount
I's not known and cannot be feasibly ascertained at the tine it is
to be recorded, the best estimate may be used for recording in
the accounts and reports.

a. Undelivered Orders. Undelivered orders are those
docunments issued Tor materrals or services which have not yet
been received. This stage of obligation represents those orders,
contracts, or agreenents-which have been placed and constitute a
| egal reservation of funds. Upon receipt of the obligation
document, the commtnent stage is reduced, and the undelivered
order stage is increased.

_ b. Accounts Payabl e (Accrued Expenditures Unpaid).
This stage of_obllgatlon represents the amunt of goods and
services received by DoDDS activities and for which funds are
owed to the suppliers. Upon notice that goods are received or
services rendered, the Undelivered Orders Qutstanding stage is
reduced, and the Accounts Payable stage is increased by the
amount i nvol ved.
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C. Di sbursenments (Accrued Expenditures Paid) Once
the invoice has been received and properly certified the paynment
is made. Wen the payment (disbursenment) is recorded, the -

Accounts Payabl e stage is reduced, and the Disbhursenment (Accrued
Expenditures Paid) stage is increased.

E. POLI CI ES AND PROCEDURES

1.  Establishnent of Cbligations

a. An amount shall be recorded as an obligation only
when supported by docunentary evidence of the transaction. A
verbal order or agreenent nust be reduced to mwitin? and conform
to the provisions of this Instruction before the obligation can

be recorded. Once an obligation is incurred, it nust be recorded
accurately and pronptH¥, even if it results in an over-obligation
of available funds. e failure to record a valid kwown
obligation in no way invalidates the Governnent’s liability nor
elimnates the possibility of a violation of Title 31, U S C

When an anount Is not known or cannot be feasibly ascertained at
the time it is to be recorded, utilize the best estimte avail able
for recording the obligation. In recording obligations, the
follow ng principles shall be applied:

_ (1) Contracts or orders for goods, supplies, or
services are placed to fleet a bona fide need. [T 1S the
responsibility of the Director, DoDDS, or the directors of DoDDS
regions, or their authorized representatives? to assure that the
goods, supplies, or services required, pursuant to contracts
entered into or orders placed obligating an annual or nultiple
year apPropriation, are intended to neet a bona fide need of the
period for which the funds were appropriated.

(2) Performance under contracts or orders.
Contracts entered into or orders placed for goods, supplies, or
services shall be executed only wth bona fide intent that the

contractor (or other performng activity) will comence work and
perform the contract w thout unnecessary del ay.

~b. Enclosure 1 provides specific instructions for
est abli shing obligations.

2. Review and Validation of Unliquidated Obligations.

At |east once each fiscal year quarter, the DoDDS
accounting activity wll review outstanding obligations for all
fiscal years. The regional Fiscal/Financial Managenent Division
will review the documents in accounts payable and undelivered
orders to deternmine the need for followup action. The
val i dation/review process nust include a reconciliation of

unliquidated obligation docunments with reported bal ances and a



review of the docunents to ensure that they neet the criteria for
obli gati ons. Statistical sanpling techniques may be used except *
at fiscal year end and where the review of the statistical sanple
or possibly other information outside the sanple |eads to |ess
than the prescribed level of validity. A statistical sanple

whi ch produces a requirenent to adjust, cancel, or nodify
obllgatlons of more than 2 percent of the docunents reviewed,

woul d indicate that the statistical sanple should be increased or
the total popul ation should be reviewed. Statistical sanples

whi ch produce adjustnments which are 5 percent or nmore of i1tens
sanpl ed, require that all documents be reviewed. Enclosure 2
provi des guidance in conducting reviews of unliquidated

obl i gations.

F.  RESPONSI BI LI TI ES

_ 1. The Chief, Fiscal Division, ODS, by reference (c)

s delegated authority to admnister all funds received _
by the Director on behalf of the DoD Dependents Schools. This
i ncludes the subdivision and allotment of funds within CDS, to
regional offices, and to other DoD and Governnent agenci es.

2. The Chief, Fiscal Division, CDS, has prinary
responsibility for admnistering this Instruction.

3. The Chief, Fiscal Division, ODS, and the Directors of
H%DDS zfglons are responsible for ensuring that for funds
allotted:

(a) Al obligations are properly recorded.
(b) Al recorded obligations are valid.

(c) Amounts recorded as obligations include all known

obliﬂations and are supported by docunentary evidence descri bed
by this Instruction.

~ (d) nligations are not understated because of delays in
receiving and recording obligation docunents.

ée) Review and validation procedures are established and
perfornmed in accordance with the provisions of this Instruction
and encl osure 3.

G REPORTS

Certification that reviews have been conducted at |east once
each quarter of the fiscal year is required with the subm ssion
of the status of allotment report in the nonth in which the
review was conducted and with the fiscal year end report for
Sept enber 30, for each appropriation.
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H  EEFECTI VE DATE AND | MPLEMENTATI ON

This Instruction is effective 60 days after publication.
Copi es of inplenmenting instructions should be forwarded to ODS
for approval prior to publication.

s

J_oﬁn L. Strenple
Director

Enclosure 1 - Criteria for Establishment and Control of Obligation
Encl osure 2 - Review of Unliquidated Obligations
Encl osure 3 - DoD Directive 7200.1

DI STRI BUTI ON: X, H1,Q
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Encl osure 1

A ADM N STRATI VE CONTROL OF APPROPRI ATI ONS
1. CGeneral .

The following is the DoDDS administrative polic% to
control appropriations. This policy is to be inplemented by all
DoDDS regions and is in conformance with Department of Defense

gui dance, General Accounting O fice requirenents, and

congressional intent. As allotnment holders, the regional

directors are responsible for conplying with DoD Directive

7200.1, My 7, 1984 (enclosure 3), and conducting periodic

reviews of unliquidated obligations in accordance with enclosure 2.

2. Duties and Responsibilities.

o The followi ng are duties and responsibilities for the
adm ni strative control of appropriations and other funds:

a. The Chief, Fiscal Division, ODS

(1) Receives fund authorizations fromthe Ofice
of the Secretary of Defense.

(2) Issues allotnents (subdivision of funds).
The total of the amounts shall not exceed the anount of the fund
aut hori zations available for each period.

o (3 CEntraHeg manages the mlitary construction
appropriation and Foreign Currency Fluctuation accounts.

h. The regional directors:

S (1) Receive allotments from the Chief, Fisca

Di vi sion, ODS QOperation and Mintenance and Procurement
al lotments are received separately and are responsible for
assuring that fpndlng authority is not exceeded and that
provisions of Title 31, U S. C 200, are not violated. I|f
aut hori zations are exceeded and this causes the allotment to be
overobligated, the regional director may be cited as the .
responsi bl e individual in the official violation report which is
submitted to the Congress and to the President.

_ _ 2). lIssue suballotments/fund targets/expense
aut hori zations/obligation authorities to pperat|n% officials to
whom aut hority to certify funds availability has been del egated
for all appropriated funds. The total of the ampunts issued on
t hese documents shall not exceed the ampunt apportioned for the
al l otment avail able for each period.
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(3) Authorize the incurrence of obligations
(travel orders, services, etc.) and certify as to the _
“availability of funds" in those cases in which a programis
adm ni stered at the regional |evel

o (4) Establish fund control procedures and
?algtaln the necessary fund control records on availability of
unds to:

_ (a) Ensure that an overobligation does not
occur in those funds held at the regional |evel.

_ (b) Ensure that fund certifying officers do
not exceed their authorized targets.

_ _ (5) Ensure receipt of the accounting copy of
financial documents (obligations, accruals, reinmbursenents, etc.)
fromthe initiator of the docunents.

_ _ (6) Prepare financial reports and perfrom
financial analysis to nonitor the financial nanagenent program

- (7) Provide funds that are used only for the
Purpose_presprlbed and that funding authority, including any
imtation within or on that authority, is not exceeded.

_ (8) Ensure that all obligations are properly
reﬁqued in a timely manner and that all recorded obligations are
val i d.

_ (9) Delegate authority to apPrOEriate DoDDS
regi onal personnel to perform all or some of the above functions.
Responsibility for overobligations nay not be del egated.

(10) Receive prior year financial reports fromthe

mlitary departnents’ servicing accounting offices and ensure
l'iquidation of prior year transactions.

1-2
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B. CONTROL OF OBLI GATI ONS
1. Ceneral .

a. ol i gations which are established and
si nul t aneousl y Iiguidated by payment will be recorded directly to
the accrued expenditure paid stage of gross obligations.

h. oligations incurred will be charged imediately
agai nst the applicable appropriation or fund. Once an obligation
is incurred, It shall be recorded pronptly. Valid obligations
must be recorded agai nst an authorization whether or not it
results in an overobligation

C, Caution will be exercised to ensure that funds are
charged solely for the purpose intended by Congress in conpliance
%féhcsubsect|on 1341(a) or section 1519(a) or section 1342 of 31

d. Recorded obligations will be adjusted pronptly
upon receipt of documentary evidence indicating that the
previously established liability should be adjusted. DoDDS
personnel who initiate or who are responsible for such

transactions will furnish all documentary evidence required to
adj ust the recorded obligation.

e. Cont enpl ated changes in contracts, purchase
orders, or other obligating documents which will alter the scope
of the obligation or Increase the previously recorded amunt wll
not be effected until the availability of funds is determned in
the sane manner as for the original obligation.

. Ooligations incurred for contracts or purchase
orders which provide for discounts will be recorded for the net
price of the contract or purchase order.

g. In the case where it is not possible to determne
the Governirent’s liability at the time of recording, the DoDDS

al lotment holder is responsible for reserving funds sufficient to
cover the Government’s potential or contingent liability.

h.  Wen the performance period of a contract extends
beyond the expiration of the period of availability of an
appropriation for obligation, and when it becomes necessary to
termnate the contract due to default of a contractor,  the
appropriation obligated under the original ‘contract will be
avai l able for the purpose of entering into a new contract to
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conplete the terns of the original contract provided a need
exi sted for goods and services at the time of the ori%inal
contract and continues to exist during execution of the

repl acenent contract.

i. Transactions with commercial contractors for itens
whi ch are of a continuing operational nature and involve
admnistrative lead time nay be processed prior to fund
availability, provided such docunents bear the clause “The
Governnment’s obligation hereunder is made contingent upon
Congress enacting appropriations. ” However, no services or
supplies will be accepted fromthe contractor until funding
authority of the new tiscal year has been received.

_ i .~ A subsequent fiscal year’s appropriation may be
cited on %ravel orders, provided no obligations are incurred in
the current fiscal year against the subsequent year’s
appropriation.

2. Recordi ng Obligations.

a. Record an anpunt as an obligation only when it is
supported by docunentary evidence, such as:

_ _ (1) A binding agreement/contract between the
parties, including Government agencies:

_ (a) Executed in a manner and for a purpose
aut horized by |aw
_ o (b) Executed before the end of the period of
availability for obligation of the appropriation or fund
concerned for:

() Specific goods to be delivered.

(i) Real property to be purchased or
| eased.

(i)  Work or services to be perforned.

(2) An order required by law to be placed with a
Gover nnment agency.

_ (3) An order issued under a |aw authorizing
purchases w thout advertising when necessitated by public
?xlgency or for perishable supplies or within specific nonetary

imtations.

(4) Liability under pending litigation
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_ _ (5) personal services, travel, utilities, and
communi cati ons servi ces.

(6) Estinmates of obligations may be recorded in
the system by a m scellaneous obligating document (MOD). MD' S
may be prepared based on know edge that a liability has been
incurred and only the official documentation has not been
received, as in the case of payroll, the award of a contract or
recurring expenses such as telephone services,. utility bills,
et c.

(7) Oher legal liabilities.

. An oral agreenent nust be confirmed in witing
before the oh-ligation can be recorded.

3. Per sonnel Conpensati on.

. a. Guvilian Personnel Costs. (bligations incurred

i ncl ude amounts earned by enployees during the reporting period.

O her charPes based on sal aries and wages, such as |iving
quarters allowances and the enployer’s share of contributions to
the retirement fund and FERS prem uns for insurance, such as
health and life insurance, and FICA taxes, are obligations at the
tine the salaries and wages are earned. Include other allowances
when they become payable to the enployee. Severance pay for U S.
civilian enmployees wll-be reported as an obligation when paid on
a pay- peri od. by pay- peri od basi s. Aut hori zed rei nbursabl e
expenses estinmated’ to be paid to enployees for real estate
(Panama Regi on only), tenporary subsistence, and other expenses
incident to dislocation at the request of the Government wll be
reported as an obligation at the tinme the orders are issued to an
empl oyee.  Annual leave will not be reported as an obligation
until it becomes due and payable as term nal |eave.

b Accounting For Foreign National Enployee
Separation Al |l owances, Severance Pay, and Seasonal Bonuses.
Separation alTowances are eventual paynents of known ampunts that
accrue to foreign national enFonees as a condition of enPonnent
and as a reward for those-enployees with long and faithfu
service. (bligations are incurred based upon |ocal |abor
contracts, the host country’s |abor and wage | egislation,
col l ective bargaining agreements, and other enployee agreements.
Severance pay obligations are incurred either as a result of
separation or of contracts that provide for accruals from

inception or during enployment. Cbligations are incurred under
two conditions:




(1) Recording Obligation Upon Separation. After
an enpl oyee has been separated and Specific conditions within a
country agreenent have been net, the organization that termnates
t he enpl oyment of an enpl oyee shall be responsible for funding
the severance pay obligation and recording an obligation on a
pay-period by pay-period basis when it becones due and payabl e.
If the liability for severance pa¥ I's significant, reasonable
estimates shall be made and an unfunded liability recorded in the
of ficial accounting records. :

_ (2) Recording Obligations from Inception or
During Enployment. In accordance with other foreign country
contracts and agreenents, certain foreign national enployees earn
a separation allowance (also called severance Pay in some
contracts and agreenents) fromthe inception of or during their
enpl oynent. Separation -allowances earned by foreign nationa
enp!oYees may I nclude retirement allowances or separation pay
entitlements, payable upon retirenment, resignation, termnation,
deat h, disabjllty, or reduction in force and will be recorded
aﬂalnst aPpI|cab e current appropriations in the full anount of
the liability that accrues dur|ng the reporting period whether or
not the amount is currently payable. The amount chargeable to
the current fiscal year is the anmount earned during the current
fiscal year and ‘adjustments to outstanding liabilities for
separation all owances, as a result of changes in pay.
Adjustnents for foreign currency exchange rates wll be made
agai nst the aPpropr|at|on(s) in which the obligation for the
separation allowance was originally recorded by the activity
mai ntaining the appropriation records for such obligations.
Adiustnent to obligations for foreign currency exchange rates
w1l be made when enpl oyees separate and at fiscal year end.
(Note:  Adjustnents for foreign currency rate changes will occur
only for those fiscal years and for those currencies not included
under special DoD Foreign Currency Fluctuation procedures. For
those years and for those currencies included in special DoD
FOTGIPD Currency Fluctuation procedures, obligations wll be
established at the budget rate, and all adjustnents for rate
changes will be made in the DoDDS centrally managed al |l ot ment at
the time paynent is nade. Separation allowances for which an
accrual has not been previously recorded will be obligated

i nmedi ately and charged to the region and fiscal year
appropriation(s) which were applicable during the period(s) of
enpl oyment.  Separation allowances applicable to periods of
enmpl oynent with another DoDDS regi on or DoD conponent will be
charged to aBpropr|at|ons under the admnistration of that DoDDS
region or DoD conponent during the period of prior enploynent.
Regi onal offices will coordinate with civilian payroll offices to
ensure that records are available to support separation
al | onances earned by enpl oyees, that appropriations chargeable
for current, prior, and Successor “M -account appropriations are
?pmgﬁpe, and that funding is adequate to support the

iabilities.
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(3) Retroactive Pay |ncreases. Wen a pay increase is
granted, the effective date determ nes the Governnent’s liability
to pay the additional conpensation. The increase is chargeable
to the appropriations currently available for paynent of the
wages for the period to which the increases apply. Wen a
retroactive paK increase is awarded and periods of enploynment
extend to another DoDDS region,_ DoD component, or U.S, ver nnment
agency, that activity will be advised of the increase and the
resultant liability.

. (4) Transfer of Enployees. Upon transfer of a foreign
national enployee(s) Trom a DoDDS region to another DoDDS region
or DoD conponent, the relinquishing region will provide the
gaining activity detail records regarding unpaid accrued _
separation allowance for each enpl oyee. The detail records will
i nclude the name(s) of the enpl oyee(s), beginning and ending
dates of enploynment, grade and/or classification, the amounts by
fiscal year appropriation(s) and accounting classification(s) to
be charged at time of separation, and the nanme (or designation)
and address of the activity that will be responsible for
retaining the appropriation records. Simlarly, a gaining DODDS
regional office will ensure that enployees’ records transterred
inwll contain this detail information

(a) Transfer Between DoDDS Regions. \Wen DoDDS
enpl oyees transfer -between regions, any liabilities for accrued
separation allowances are assumed by the gaining region. The
gaining activity will record obligations against the applicable
current, prior, or Successor "M account fiscal year
appropriation to cover separation allowances accrued to the
enpl oyee fromthe date of DoDDS enpl oyment.  The | osing DoDDS
region will furnish the gaining Do region a Standard Form 2806
(I'ndividual Retirement Record), showi ng the separation allowances
whi ch accrued to the enployee from daté enployed to date of
transfer. The losing DoDDS activity will deobligate the
separatlonDBgy accrued to the enployee prior to transfer, and the

gal ning Do activity will record obligations in the same
appropriation as those charged by the losing activity. In the
event that the separation pay entitlenent wll cause an
overobligation (Title 31, US. C ), a transfer of funds between

DoDDS regions will be requested from ODS prior to transfer

(b) Transfer Between DoDDS and Another DoD
Conponent or U S. Government Agency. \Wen a DoDDS enpl oyee
transfers to another DoD conponent or U.S. Governnent agency, the
DoDDS regional office will retain its liability for the accrued
separation allowances, including all adjustments thereto, for
subsequent fluctuations. in the rate of foreign currency exchange
until notified of the enployee’ s separation and paynent of the
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al | onance by the activity effecting the separation. The gaining
activity is responsible for obligating separation allowances
earned fromthe date of the enployee’ s accession. The losing
DoDDS region will provide detail 1nformation on transferred

enpl oyees to include the name(s) of the enployee(s)! beginning
and ending dates of enployment? grade and/or classification! the
amounts by fiscal year appropriation(s) and accounting
classification to be charged at time of separation, and the nane
(or designation) and address of the activity that will be
responsi bl e for retaining the appropriation records. Sinmlar
information will be required for enployees hired by DoDDS regions
whi ch includes separation allowance pay accruals applicable to
periods of prior enployment w th another DoD conponent or U S.
Gover nment agency.

_ (c) Transfer Between DoDDS and Morale, Wlfare,

and Recreation (MAR) Activities (Nonappropriated fund
activities). It is DoD policy that accrued separation allowances
will be paid when foreign national enployees are separated or
transferred from an aPpropr|ated fund organi zati on (DoDDS region)
to a nonappropriated fund activity (MAR). Simlarly,
aPProprlated unds will not be obllﬁated for separation _
al l owances for periods of prior enployment with a nonappropriated
fund activity. Record obligations for separation allowances
ear ned Ey enmpl oyees transferred to DoDDS regions from date of

ain. npl oyees transferred to nonappropriated fund activities
MAR S) will be treated as separations. \Were country-to-country
agreenents or local I|abor union agreenents conflict with the
above, follow the country-to-country agreenents or |ocal |abor
uni on agreenents and record obligations as foll ows:

(i) Transfers to MAR Activities. Retain the
obligations for enployees from date of enploynent to date of
transfer and record any increases or decreases due to changes in
pay (retroactive pay increases, pronotions, etc.) or forel%g
currency exchange rates until date of separation from the DoDDS
activity. Detail information simlar to that previously
described under this section will be forwarded to the gaining
activity.

(ii) Transfer from MAR Activities. If a
DoDDS region is the gaining activity, establish an obligation
from date of hire of the enployee. " Record increases or decreases
in current, prior, and Successor ‘M account obligations for
changes in pay gretroact|ve pay increases, pronotions, etc.
fromthe date of enploynent with the DoDDS region from current
year funds. Changes in obligations due to foreign currency rate
fluctuations will be made from date of enployment w th DoDDS
agai nst the appropriation(s) in which the obligation was
originally established. he MAR activity will be advised when a
change in pay occurs or a change in foreign currency exchange
rate has necessitated an adjustnent.
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(iii) Seasonal Bonus Accruals. |f seasonal
bonuses are required for foreign national enployees as a COH%IIIOH
of enployment, accruals will be recorded nonthly for amounts
earned by foreign national enployees whether or not amounts are
currently payable, and will be funded from current year
appropriations . Increases or decreases due to changes in pay or
foreign currency exchange rates will be funded from current year
appropriations and prior year appropriations, respectively.
Procedures for recqrd|n8 seasonal bonus obligations from
enpl oyees transferring between activities are identical to those
established for recording separation/severance pay allowances for
empl oyees transferring between activities.

4, Travel and Transportation

_ a. Travel and Related Transformation. Onligations
incurred for travel and related transportation wll be evidenced
by official travel orders or witten admnistrative

determ nations based upon travel authorizations issued.

_ (1) Tenporary Duty Travel §TDY). Obl i gations for
TDY will be recorded for the full anount of the estimated cost of
travel included in the itinerary, including per diem allowance
and other reinbursable expenses, subject to the follow ng
condi ti ons:

_ (a) Obligations will be recorded not |ater
than the month in which the travel commences.

_ (b) Per alien allowances and other
rei mbursabl e expenses related to travel will be charged to the
appropriation current at the time the expenses are incurred;
8. ., . Per ien1ﬁllomances are Ancurred throu h the |ast cal endar
ag of the fiscal year. Should the travel authorization continue
under the sanme order into the subsequent fiscal year, then per
diem costs applicable to the next year nust be obligated and
di sbursed agalinst the subsequent year’s appropriation. Per diem
obligations nust be adjusted at fiscal year end to anounts earned
by enpl oyees for which reimbursenents are due.

(c) Transportation allowances will normally
foll ow the above policy, except that when the period covered by
the travel authorization extends beyond the end of the fisca
year, the ampunt of the recorded obligation will be the estinmated
cost of transportation purchases, i.e., when a transportation
request is issued and a ticket purchased (issued), the cost of
the return trip in the subsequent fiscal year is included as an
obllgatlon agal nst current year appropriation. \Wen a Privately
Oamned’ Vehicle (POV) is used, the obligation will be recorded
against appropriation current at the time travel is perforned.
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(2) Permanent Change of Station (PCS), at the
time permanent. change of station orders are issued to enployees,
obligations shall be recorded against the current appropiation
for all the authorized reinmbursable expenses incident to
dislocation at the request of the U S. Governnent and for
transportation requests and bills of |ading expected to be
issued. The only ‘exception is the cost of con enBorary contract
commerci al storage of househol d goods which will be charged to
the period during which the service is rendered.

_ (a) Qoligations will be recorded not |ater
than the nonth in which travel commences.

(b) PCS costs incurred that are not travel or
transportation related, such as supPlenental, temporary living or
separate nmintenance all owances, W || be charged to the
appropriation current at the tinme the expenses are incurred.

b. Basis of Estimates. Ool i gati on anounts
establ i shed for TDYand all owance shoul d be based upon rates
establ i shed by regulation, together with statistical fators

ained through experience. Volume Il, Joint Travel Regulations

JTR), contains rates for per diem nileage, and shipnment of
househol de goods (nmoves within the continental United States
(CONUS) only). Since the JTR does not provide data for
transportation of household goods to and form overseas areas,
ot her sources are available.” The MItary Traffic Managenent
Comand publ i shes overseas conmuted rates for various overseas
areas. These rates are available at |ocal transportation
of fi ces, houshol d Rg?ds section. In addition, the Mlitary
Airlift Command ( periodically publishes other rates
currently charged for MSC flights between various points in CONUS
and Eur ope.

. Communi cations, Utilities, and Rents.

a. Comuni cations.  Qobligations incurred include
costs for services furnished for use of property during the
reporting period. In those cases when bills are rendered for a
period beginning in one nonth and ending in the follow ng nonth,
the services received subsequent to the latest billing date need
not be included. However, if the accrued liability for
communi cation services performed for the portion of the nonth
between the end of the billing period and the end of the nonth is
material, provision should be nade for recording it as an
obl i gati on.

(1) Record obligations for recurring services
monthly as services are received or frombills recerved during
the nonth. The obligation for recurring services arises when
service starts.
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. ~(2) Record obligations when service starts for
one-time incidental charges for the start of new services.
oligate funds current on the date service starts. CObligate
funds for postage when stamps are purchased or advance payments
for netered mail are nade.

b. Uilities. Cbligations recorded for public
utilities (e.g., heat, Tight, power, water, sewage disposal, gas
electricity) will be evidenced by a witten determ nation based
on UtllltY services furnished during the billing period ending in
the monthly reporting period. In those cases where bills are
rendered for a period beginning in one month and ending in the
following nonth, the services subsequent to the latest billing
date need not-be included. However, if the accrued liability for
utility service perforned for the portion of the nonth between
the end of the billing period and the end of the nonth is
material, provision should be made for recording it as an
obligation. Coligations recorded will be adjusted upon receipt
of paid vouchers or documentary evidence indicating the need for
adj ust ment

C. Rents. Base obligations for amunts due under
rental agreenents and |eases on the provisions of such agreements
or leases, or upon witten admnistrative determnations of
sBep|f|p amounts due under those provisions. Record the
obligation in accordance with the provisions bel ow

(1) Rental agreenents without term nation
cl auses.

(a) Wen the agreenent covers a period not
to exceed 12 nonths, record an obligation at the tine of its
execution in the total anount of the agreenent even though the
period of the |lease extends into the next fiscal vyear.

b) When the agreement covers a period in
excess of 12 months (multi-year), the obligation will be recorded
for only the ampunt to cover the current fiscal year. The
obligation to cover the rent applicable to the succeeding fisca

ear Wi ll be recorded when funding authority has been received
or that fiscal year.

(2) Rental agreenents with termnation clauses.

, (a) Under a rental agreenent which may be
termnated by DoDDS at "any tine without notice and w thout

incurring any obligation to pay termnation costs, record the
obligation each nmonth in the amunt of rent for that nonth
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o _ (b) Under a rental agreement providing for
termnation wthout cost upon giving a specific nunber of days
notice of termnpation, record an obligation, upon execution of
the agreement, in the anount of rent payable for the nunber of
days © notice called for in the agreenent. in addition, record an
oblggation each nonth in the anount of the rent payable for that
mont h.

(¢) Under a rental agreenment providing for a
sgepich dol I ar paynent in the event of termnation, record an
obligation, upon execution of the agreenment, in the anount of the
specified mnimm dollar payment. n addition, record an.

0 Iigation each nonth in the anount of the rent payable for that
mont h,

6. G her Contractual Services, Supplies and Materials, and
Equi pnent .

a. Ceneral . DoDDS activities shall determne that
the qoods, supplies, or services required, pursuant to contracts
entered into or orders placed obligating an annual or nultiple
year appropr|at|on, are intended to meet a bona fide need of the
period for which the funds were appropriated. Such determnation
shal | consider estimated current consunption and the requirenments
which may be foreseen for future years based upon the procurenent
lead time. Contracts entered into or-orders pieced for goods,
supplies, or services shall be executed only with bona fide
intent that the contractor (or other Perforning activity) wll
conmence work and perform the contract wthout unnecessary delay.

o (1) Contractual obligations are based upon
binding witten agreenents. The agreements nust be in a form and
for a purpose authorized by law.  Types of docunents nost
commonl'y used are contracts, purchase orders, delivery orders
I ssued agai nst requirenents types contracts and MPR' s

(2) The provisions of the docunents and the
nature of the transactions involved determ ne when obligations
have been incurred and in what anount.

o _ (3) Docunents which serve only to reserve funds
adninistratively for specific use are not obligations. Exanples
are: (bligation Authorities and blanket purchase agreenents.

_ (4) Do not record as obligations contractual
docunents with specific provisions for a no-cost termnation
before performance until the Government’'s right to termnate has
expired. If annual funds are involved, charge to funds current
when the Governnent may no |onger termnate.

b. Commerci al Contracts.

&1_ Fixed Price Contracts. Record an obligation
when the contract 1s executed for the total ampunt stated in the
contract. L1
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_ (2) Fixed price Contracts with Escalation, Price
Redetermination, or Incentive Provisions. Record an obligation
in the amount stated in the contract or the target price. Record
obligations for contracts with an incentive clause at the billing
price. Record obligations for contracts having both a, tarpet and
ceiling price in the anount of the target. That portion of the
contract between the target amount and ceiling represents a
contingent liability and remains on the books as a conmtnent.

Adj ust the obligations recorded based on amendnments to the
contract.

(3) Cost-Reinbursenent arid Tinme-and-Mterial
Contracts. I ncludes cost, cost-sharing, cost-plus-fixed-fee,
cost-plus—incentive fee, cost-plus-award-fee, time-and-naterial
and | abor-hour contracts. An obligation shall be recorded when
the contract is executed for the anount of the total estimated
cost or PaynEnt shown or provided in the contract, but not in
excess of the maximum current liability shown, including the
fixed fee in the case of a cost-plus-fixed-fee contract, the
target fee in the case of a cost-plus-incentive-fee contract, or
the-base fee in the case of a cost-plus-award-fee contract.

(4 Indefinite Delivery Type Contracts. This
type of contract provides for the furnishing of an indefinite
quantity, within stated linmts, of specific items of material or
performance of service during a specified contract period, with
deliveries to be scheduled by the tinely issuance of orders to

tPe contractor by activities designated either specifically or by
cl ass.

(a) Blanket Purchase (call) Agreenents.
Wien the contract provides for an indefinite quantity at specific
prices, the total ampunt of each call represents an obligation

_ (b) Basic Ordering Agreements. Wen a
contract provides for an’ indefinite quantity at indefinite
prices, record as obligations the anount of each order witten

for specific quantities at firm prices. |If firmprices have not
been established, record the amount shown on the order as the
nonetary linitation on the obligation of the Government. Adjust

these obligations after firm prices have been established.

(c) Requirements Type Contracts. Under
requirements type contracts, the Governnent agrees to order
certain supplies or services from specific contractors. Each
written order placed under a requirenents type contract
represents an obligation upon issuance of the DD Form 1155.
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(5) Letter Contracts and Letters of Intent. Wen
the offer and acceptance are sufficiently specific and definitive
to show the purpose and scope of the contract finally to be
executed, a letter contract or letter of intent and anendnents
thereto accepted in witing by the contractor shall constitute
docunentary evidence to support the recording of an obligation.
The obligation shall be recorded in the amount stated as the
maxi mum [iability under such letter or agreement.

_ _ (6) Contracts Authorizing Variations: Record
obligations under ‘these contracts for the value of the quantity
sBeC|f|ed for deI|verY, excluding variations. Adjust the
obligations to the value of quantities delivered and accept ed.

(7) Multi-Year Procurenent Contracts. An
obligation for a nulti-year procurenment contract shall be
recorded in the amount of the price of the quantities specified
for delivery tinder the first Ero%{an1year’s requirenent, and the
amount shall be identified with that programyear. Subsequently,
each tinme the contractor is notified that funds are available to
cover another program year’'s requirement, an obligation shall be
recorded in the amount of the price of the quantities specified
for delivery thereunder and shall be identified with that program
year . In the event the contract is canceled, or the contractor
I's not notified by the specified cancellation date that funds
have been nade available to cover another program year’s
requi rement, an obligation shall be recorded and charged to the
current programyear in the anount estimated as sufficient to
cover the Governnent’s liability under the terms of the contract.

_ (8) Contracts for Subscriptions to Periodicals.
The entire amount of subscriptions will be obligated and charged
to the appropriation current at the tine the subscription is Pa|d
for, even though the subscription may extend beyond the end o
that fiscal year or nore than 1 fiscal year. This is applicable
al so when deliveries begin in such current fiscal year, even
t hough the paynents are to be made in installnents, some of which
wll be made I n a subsequent fiscal year

(9) Tuition-Fee School Contracts. Obligations
are’ chargeable to and will be recorded against the fiscal year in
which the school acadenmc (severable) term begins. For purposes
of obligation, a ‘severable” termis that period of time into
whi ch the contractor divides the academ c year for purpose of

instruction; e.g., semester or quarter. If the contractor does
not divide the academ c year into severable ternms, and payment is
demanded-i n full the entireamount bi |l led will be charged to the

appropriation current at that tine.

(10) Purchase Orders. A purchase order may be
awarded. to accept a specific, binding offer made by a vendor to
sell specific goods or to furnish specific services at specified
prices. Record the obligation upon issuance of the purchase
order if the purchase order contains the final DoDDS approval and
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has been mailed or otherw se delivered to the contractor. A
purchase order requiring acceptance by the vendor before a firm
agreenent is reached shall be recorded as an obligation in the
anount specified in the order at the tine of acceptance.

Evi dence of this acceptance shall be retained in the files. If
written acceptance is not received, delivery under the purchase
order shall constitute evidence of acceptance to the extent of
such delivery.

C. Supplies and Material s and Equi pnent.

(1) Each regional office issues a sub-allotnent
to DGSC for the financing of all supplies and equi pment which
will be contracted for by DGSC. The sub-allotment is initially
recorded in the regional accounting records as a conmtnent.
Status of allotment reports receivedfrom DGSC will support
sunmary entries for obligations, disbursements, etc.

(2) Orders or requisitions placed wth another
Governnent agency for delivery from stock

(a) Orders from stock fund other than |oca
stock fund. An order or requisition for material to be delivered
from stock shall be treated as an “obligation by the
requisitioning DoDDS activity when (a) the materials, supplies,
or equi pnent ordered. are intended to neet a bona fide need of the
current fiscal year and (b) when the order is firmand conplete.
éThis means that the ordering activity nust request pronpt

elivery of the specific available stock items for a stated
consideration and it nust be accepted by the supplying agency
with formal notification to the requisitioning agency.) Al

other requisitions wll be recorded as conmtnents until delivery
or notification of drop fron1inyentor¥ (shipment) by the _
supplying activity, An obligation will be recorded upon receipt
of supplies and materials or upon notification of drop from

i nventory (shipnent).

_ _ -(b) Delivery fromlocal stock fund. _
oligations are recorded at time of delivery and nust be against
the appropriation current at tine of delivery.

d. Mlitary |nterdepartnmental Purchase Request.

(1) Gener al . A MPR is placed pursuant to Section
601 of the Econony Act of 1932, as amended, 31 U S.C. Il 686, and
under the provisions of 41 U S.C. 23. A MPR nay be issued for
direct citation procurenent or reinbursable procurenent with
obligations recorded in” the follow ng manner:
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(a) Direct Gtation Procurement. Direct citation
procurement refers to procurenent acconﬁllshed by comnbining the
requirements of a DoDDS activity and other DoD conponents wth
those of- the contracting DoD conponent under one contract with
separate schedules show ng the ?uantities prices, dollar
amounts, and citation of funds of each requiring conponent, or by
the placing of separate contracts for each requiring conponent.

(i) Performance. The Conptroller General of

the United States has ruled that a MPR is placed pursuant to

Section 601- of the Econony Act of 1932, which requires that funds

cited retain the characteristics of the original appropriation

fromwhich they were drawmn. Agency funds cited ina MPR w ||

| apse/expire it the procurin% agency has not executed a contract

or otherw se obligated them before the end of the period of

availability of the funds for obligation purposes.

(i1) Recording of Cnbligation. The order
shal |l be recorded as an obligation by the DoDDS activity when
notified in witing that the contract has been executed or a copy
of the contract has been received in the anount provided in the
order . Amounts previously established as a commtment will be
reversed and an obligation established on the official accounting
records in the' exact amount of the contract under the contract
nunber assigned by the procuring activity.

(bh) Reinbursable Procurenment. Reinbursable
procurenent refers to an order for supplres, materials, services,
or equi pment placed by a DoDDS activity for procurenent by
anot her DoD agency on a contract funded by the procuring agency,
wi thout separate i1dentification of the itenms or separate citation
of the funds of the DoDDS activity, wth subsequent delivery to
and rei nbursenent-by the DoDDS activity.

(iL Performance . Rei nbursabl e procurenent
may be placed via a MPR pursuant to Section 601 of the Econony
Act of 1932, as amended, 31 U S.C. Il 686, or under the

provisions of 41 U . S.C. 23, and the following linitations apply:

_ (i1) Reinbursable procurement pursuant to
section 601 of the Econony Act of 1932, as anended, 31 U S.C |

686. A M PR placed under this provision requires that funds
cited retain the characteristics of the original appropriation
fromwhich they were drawn. Agency funds cited in the MPR will
| apse/expire if the procurin% agency has not executed a contract
or otherw se obligated them before the end of the period of
availability of the funds for obligation purposes. As such, any
funds not obligated at the end of availability will be returned
to the DoDDS activity, and procurenment will be funded from

al l ocations made available for the subsequent fiscal year.

(i) Rei mbur sabl e procurenent authorized
by 41 U S.C. 23 and inplenented under Project O der procedures of
Department of Defense Instruction (DoDl) 7220.1. Project orders
are anal ogous to contracts placed wth comercial concerns, and,
i ke such contracts, shall be specific, definite, and certain
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both as to the work enconpassed and that they nust serve a bona
fide need existing in the fiscal year in which issued; otherw se,
a valid obligation is not acconplished. A project order, when
placed with and accepted by a separately managed and financed
Gover nnent -owned and operated establishnent, serves to obligate
appropriations in the same manner as orders or contracts with
commercial enterprises. Al MPR s which are to be treated as
project orders” will be clearly identified as such by including

the statenent: "This order is placed in accordance with the
rovisions of 41 U S.C. 23 and Departnent of Defense Instruction
220.1. " If the transaction cannot satisfy all the provisions of

DoDl 7220.1, then the MPR will be considered issued under the
Econony Act of 1932, as amended, 31 U.S.C. Il 686, and

unobl igated funds will automatically revert to the issuer upon
expiration of funds for obligational purposes.

_ (iv) Recording of Cbligation. Contracts or
project orders for reinbursable procurenent shall 'be recorded as
an obligation by the DoDDS activity in the anount stated in the
order when the order is accepted in witing under the docunent
nunber assigned by the issuing DoDDS activity.

1. Gt her bligations.

a. Foreign Currency Fluctuations (FCF) Account. The
purpose of the FCF is T0O alleviate the adverse effect of
significant fluctuations in foreign currency exchange races on
authorized DoD programs. Funds are available only for funding
the centrally nmanaged allotment (CMA) held by the Director
DoDDS, whi ch has been established to cover nét gains and |osses
due to foreign currency rate changes. DODDS regional offices
record “forelign currency obligations” in dollars at the late at
whi ch the President’s Budget was conpiled (i.e., the budget rate)
for specified foreign currencies. \Wen pa%nent Is made in an
affected foreign currency, the difference between the budgeted
rate and the current exchange rate is charged against the CVA
held by ODS. For obligation purposes, ODS determ nes an “accrued
variance” based on the difference between unliquidated
obligations at the budget rate and unliquidated obligations at

the current rate; i.e., the exchange rate on the last day of the
mont h.  The obligation is recorded as of the |ast da%_of t he
accounting nonth. Qutstanding unpaid obligations subject to

payment in a foreign currency will be nerged into the ‘M
accounts at the budget rate. The variance amount will be
obligated in the "M account at the tine the disbursenent is nade
at the current rate. No provision, for variance anounts will be
recorded prior to disbursement. No charges fromthe “M acccunt
may be transferred to theFOF account for paynent.
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o b. - Liability Under Pending Litigation. A witten
adm nistrative determnation of the anount of Tlability expected
to result from any Pending litigation, including a condenmation
suit that has been filed without a declaration of taking, wll
serve as docunentary evidence of the obligation. |[|f a
declaration of taking has been filed, the obligation shall be
recorded upon the paynment of the amobunt required to be deposited
with the court under such declaration of taking. |If a
declaration of taking is filed subsequent to the adm nistrative
determnation of the liability under the condemation suit, the
original amount shall be adjusted to the anmount set forth inthe
declaration of taking. Any deficiency judgnent entered
subsequent to the declaration of taking shall be recorded as an
obligation or the then current appropriation available for such
pur pose.

c. ADJUSTMENT TO OBLI GATI ONS

Prompt |y adjust recorded obligations when docunents are
received which increase or decrease anmounts currentIY obl i gat ed.
A change in the anount of contractual liability resulting from an
anmendnent to a contract or other agreenent is generally charged
to the appropriation or fund current when the basic contract was
awarded.  Adjust obligations to correct mstakes and formalize
agreenments based on anendments or supPIenEntaI agreenents.

Record these adjustnents against the fund under which the
contract was initially awarded when such anmendments or

modi fications do not Increase the quantity of itenms ordered, or
cover additional itenms of service, supplies, or costs not
provided for in the original contractual agreenment or result in
new procurenent. Adjustnents may be based on price

redeterm nation, changes in specifications, engineering, or

ot her changes nece55|tat|n% price adjustments. — Consider
amendnents that increase the quantity of items, cover additiona
services, supplies, or costs not provided for in the original
contractual agreenment, or which otherw se change the scope of the
contract and result in new procurenent as new obligations.
oligate the increase against funds currently available for

obl i gation.
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REVI EW OF UNLI QUI DATED OBLI GATI ONS
A GENERAL

1, The Review Process. An unliquidated obligation is that
portion of "a recorded oblrgafion for which a disbursenment has
either not been recorded or only a partial disbursement has been
recorded. Once an obligation reaches an age where a di sbursenent
shoul d have taken place, it is incunbent upon the allotnment
hol der to validate the transaction and determ ne that goods or
services have either been received or will be received and for
which a bill should be forthcomng; or, that the obligation is no
| onger valid and should be cancelled and the funds utilized for
another purpose. The verification process must include a _
reconciliation of unliquidated obligation balances to supporting
docunments and a review of the documents to ensure that
obligations nmeet the criteria for validity. As a mninum such
reconciliations and validations nust be acconplished at |east
once each quarter, the last as close as practical to fiscal year
end. A determination that an obligation can be cancelled should
be confirmed wth the procurement, legal, or other office
originally charged with the responsibility of providing support,

i f appropriate.

2. ODS and Regional Directors Responsibilities. It is the
responsi bi M Ty of ODS and each region to insure the accuracy of
their accounts. It is required that each unliquidated obligation
be \'slid and supported by docunentary evidence. A careful review
of accounts should verify that:

a. Al unresol ved suspense transactions are properly
researched and corrective action is taken to clear themfromthe
suspense files.

b.  Each disbursement has been nmatched to the
proper obligation.

C. Negative amounts are not reflected in undelivered
orders or accounts payable.

_ d. Each undelivered order is accurate and constitutes
a valid requirement, has proper docunentation, is a bona tide

need of the appropriate fiscal year, and conplies with regulatory
rul es of obligation.

~e. _ Adjustnments have been made for cancellations and
changes in price or quantity of requisitions, purchase orders and
contracts, changes in estinated anmounts, changes in itinerary or
| ength of TDY, nodification or contracts, and any ot her
information Wiich results in a change of recorded obligations.
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B. CONDUCTI NG THE REVI EW

Items to be reviewed. Listings fromoutput of the
acconting system w Il be maintained as evidence of conduct of
required reviews with appropriate annotations of actions
required/ taken.

a.  Undelivered Oders/Unfilled Orders. The allotnent
holder will valrdate bona frde oufstanding orders, including
t hose for which material nmay have been received but not
di sbursed, and any cancellations to be deleted fromthe file.

_ b. Accounts Payabl e. The allotnment hol der will review,
val idate, and annotate the accounts payable listing to indicate
amounts due ot her Government agencies for material and services
received, enployer’s contribution to accruals for fringe benefits
payabl e, amounts due vendors and contractors, salaries and wages
due U.S. civilians and foreign nationals, civilian travel, an
other liabilities due for which disbursenents have not yet been
recorded in the official accounting reports.

c. Accounts Receivable File. An accounts receivable
file wll be marntarned for biTTed accounts and wil|l renain open
until collection has been received. The allotment hol der wil
ensure that control procedures are established to have all
necessary actions taken to effect Collections in accordance with
DSAI  7200. 3.

2. Review process. The degree of effort necessary during

the joint review 1s contingent upon the effectiveness of the
prelimnary action. The nost recent documents listing report
W |l serve as the basic docunent for conducting the review.

a. Each item appearing on the listing will be
annotated as to its validity, and all necessary adjustnents wll
be identified. The report should also be reviewed to ensure that
all known obligations have been recorded.

h. Actual documents will be exam ned when needed to
ensure that anounts are properly docunented.

c. The personnel meking the review will determne the
need for cancellation, adjustnents due to contract nodification,
or revisions due to price or quantity changes.

_ ~d. Significant obligations recorded on an estimated
basis will be examned to determne the need for revision or
adj ustnent to actual anounts.

. e. During the review, accounting personnel should use
a checklist containing pertinent questions.” This could include
such questions as:
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(1) Have the latest document |istings been
reviewed in conjunction with hard copy conmtnent files, to
determne it any gurchase orders and/ or contracts have been | et
but not obligated? Any commtments recorded which have not been
obligated within certain time frames should be investigated.

_ (2) Have records been adjusted for al
cancel | ations and/or nodifications?

_ (3) Have records been adjusted for al
di sbursenent adj ustnments?

3. Report Certification

a. Upon conpletion of the review, a certificate should
be executed on the docunent listing by personnel conducting the
review to the effect that “accounting reports for the period
endi ng ( DATE) have been reviewed and all required adjustments
are contalned herein. ”

o b. Accounting personnel will retain a copY of the
certified and marked-up reports to support the annua
certification of funds.

A, Procedures for Atlantic, Pacific, and Panama for Prior
Year Funds Accounted for by Air Force Activities.

. a. Preparation for the review of unliquidated
obligations. The nmost recent Open Docunent Listing (ODL) w il
serve as the basic document for conducting the review. Two
copies of the ODL will be requested for all SMA'S fromthe
servicing Air Force Account|n% and Finance Office in the sequence
options desired from AFM 177-370, paragraph 20-6. (SMA's are
required to check accounting classification docunent number, and
dollar amount(s) of each docunent on file against the ODL to
verify that docunments on file are properly recorded.)

b. Conducting the review.
(1) Each line on the original ODL wll be
anal yzed to determne if the obligation s still valid.

o - (2) Review the ODL for itens which were to be
l'iquidated within'a specified period, but the disbursenment failed
to take place. Initiate inmediate followup action to travelers,
procurement representatives, contractors, etc., to determ ne why
the di sbursenent has not been processed, and when it can be
eprcéed to be acconplished. Justification for retention m ght
i ncl ude:
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(a) Purchase Orders - invoice not received.
«.(b) Purchase Oders - items not received.

(c) Mscellaneous Obligation Documents
(MO s), e.g., for Services - utility
bills not received.

(3) Qbligations that cannot be justified will be
cancel | ed.

_ (4) For all other obligations, in the nmargin to
the right of the document nunber, indicate the action to be taken
as outlined bel ow

(a) Show “cancel” to deobligate an invalid
obligation.

_ ~ (b) Show “Increase to $(dollar anount)”
to increase an obligation to a new dollar anount.

_ ~(c) Show “Decrease to $(dollar amount)” to
decrease an obligation to a new dollar anount.

(d Use a check mark to indicate those

oblkﬁations that are valid and should remain awaiting |iquidation
by di sbursenent.

_ C. Completion.  The review will be docunented “by
entries on the retained copy of the listing showng the results
of actions conpleted in para?raph B.3. and will serve to support
the annual certification of funds.

5. Procedures for Atlantic Region for Prior Year Funds
Account ed For By USAFACEUR. The AiTantic and Mediferranean
regions WwIT folTow procedures simlar to paragraph B.4., for
review and validation of unliquidated obligations for prior year
funds accounted for by USAFACEUR

6. Procedures for Atlantic Region for Prior Year Funds
Accounted tor by Naval Education and Training Financial
Information Processing Center, (NETFIPC), Pensacola, Florida.
Files of undelivered orders/outstanding obligations and accounts
payable wil|l be namintained separately and segregated by
applicable fiscal year. Valid obligations applicable to
contracts and project orders will remain as undelivered orders
under the accounting data cited on the obligating docunents.”
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a. |f no payment is recorded, the basic obligation
docunent should be reviewed to determne if cancellation action
has occurred and the deobligation not recorded. [If information

avai l able from other sources shows that the payment was made, the
m crofiche of the Payment Voucher (PV) Journal should be
reviewed. This should be done especially for high cost itens.
This review should include searches for paynents of the same or
simlar amount, document number or job order. I|f the payment was
posted prior to obligation, or posted to another document nunber,

the review of the PV Journal should locate it. [If the pagnent
was previously posted, the outstanding obligation should be
deobligated, with the remark annotated - “Paynent previously

posted to (docunent number) on (date)”.

b. Al adjustnments to outstanding obligations and
accounts payabl e should be annotated on the basic review worKking
copy of the Qutstanding Transaction Journal. This “marked up”
report will be retained at the regional office for audit trai
pur poses.

C. CbEPIetion. ~The review wi || be docunented on a
letter to the IPC. This letter will contain requested
adjustnents to obligations and accounts payable. Separate
encl osures for each cost center will be provided show ng document
nunber, job order, anount, and a remark giving justification for
the adjustnment. The letter will be prepared on regional office
| etterhead and signed by the accounting officer or chief, Fisca
Division. A copy of the letter will be retained in the NETFIPC
transmttal file.

_ 7. ‘M _Account. Unliquidated obligations carried forward
into the "M —account nust be supported by valid docunentation.
M scel | aneous Cbligation Docunments (MODS) nmay not be used to
support an obligation other than estimates of liability for
paynment of benefits to foreign nationals.
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