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I. PURPOSE

Because of USAID reorganization and the implementation of the Foreign Assistance
Framework, the references to strategic objectives in this document can also be
interpreted to mean program areas.

This Deobligation Guidebook provides detailed and mandatory guidance on the
deobligation of program and operating expense (OE) funds in USAID obligating
documents. Specifically, this Guidebook outlines the processes necessary for Agency
personnel to deobligate funds from the following types of Agency obligating documents:

e Grants to foreign governments (Strategic Objective Agreements, Limited Scope
Agreements, Commodity Import Program Grants, or Cash Transfer Grants);

e Assistance Awards to Non-Governmental Organizations (NGOs);
e Contracts;
e Procurement Authorizations (PAs); and

e OE-funded obligations (such as Travel Orders (TAs), Training Orders (TR),
Credit Card Orders (CZ), and Miscellaneous Obligations (MOs))

For deobligating funds from interagency agreements, consult ADS 306.3.12,
Completion and Closeout of an Interagency Agreement.

II. REQUIREMENTS

31 U.S.C. 1554 requires “the head of each agency to submit to the President and the
Secretary of the Treasury a report regarding the unliquidated obligations, unobligated
balances, canceled balances, and adjustments made to appropriation accounts of that
agency during the completed fiscal year.” USAID policy directives and required
procedures detailed in ADS 621, Obligations, require Agency Controllers and Program
Offices to initiate and coordinate reviews of all unliquidated obligations at least once a
year to determine whether the obligation balances should be retained or deobligated.
ADS 621 require Assistant Administrators (AAs), Mission Directors, and Independent
Office Directors to provide an annual certification of unexpended balances to the Chief
Financial Officer (CFO). ADS 621 also establish the policy directives and required
procedures for managing obligations.

This Guidebook is designed to assist Agency employees in meeting the deobligation
requirements of ADS 621.
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ITII. BACKGROUND

Establishing sound financial management practices within USAID will greatly facilitate
the deobligation and reobligation process. It is important to ensure that the amount of
funding obligated is not over-budgeted and fits the requirement of the desired results.
By following these guidelines, the Agency should improve the use of scarce financial
resources and reduce the need for significant deobligations.

USAID's adherence to laws, policies, procedures, and the related USAID guidelines has
been the subject of numerous audits conducted by the Office of Inspector General
(OIG). In general, these audits have found that although only a few recorded
obligations had questionable validity, many obligations had balances that were
excessive or no longer needed. This guidebook’s guidance and instructions will
strengthen the Agency's ongoing and annual review requirements through the full
participation of various offices within the Agency. In addition, for closeout Missions, the
guidance and instructions will speed the liquidation and closure of all remaining
activities.

IV. ROLES AND RESPONSIBILITIES

Although many officers and officials have roles and responsibilities in the deobligation
process, the following are the principal roles and responsibilities as they pertain to the
actions identified in Section | of this reference.

a. The Cognizant Technical Officer (CTO) in coordination with the Strategic
Objective (SO) team plans and monitors the level of funding necessary for the execution
of the activity. This includes periodically reviewing the status of all obligated funds and
identifying obligations with

(1) Unneeded balances (funds remaining after all goods and services have
been delivered or completed and paid for); and

(2)  Excessive balances (balances that exceed forward funding guidelines).

Most importantly, the Mission CTOs initiate the deobligation process and ensure that
the deobligation process outlined in Section V is followed.

b. The Activity Manager keeps the SO Team (including the CTO) advised of any
problems related to performance, reviews the financial status of the activity for potential
excess funding, notifies the CTO when an activity is complete, and recommends that
excess funds be deobligated. The CTO works closely with the Activity Manager to
obtain critical activity-level performance information for the deobligation process.

C. The Strategic Objective (SO) Team Leader ensures that the team prudently

plans, monitors, and manages the financial aspects of its program throughout the life of
the SO. Specifically, the Team Leader ensures that the SO Team (which includes the
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CTO and Activity Manager), along with the Controller’s Office, reviews the status of all
obligated funds and makes any necessary adjustments to ensure that these funds are
used in a timely manner or are deobligated if no longer needed or exceed forward
funding policies.

d. Mission Controllers and USAID/W Program Offices: In order for the SO
Team (specifically, the CTO, in coordination with the Activity Manager) to conduct
periodic reviews of the status of all program-funded obligations and identify
excess/unneeded funds for deobligation, Mission Controllers and USAID/W Program
Offices provide offices with comprehensive pipeline reports. In addition, they provide
guidance and arrange training, as needed, to ensure that CTOs and Activity Managers
are aware of their responsibilities related to the deobligation process.

e. Bureau for Management, Office of Acquisition and Assistance (M/OAA)
Obligating Official: In USAID/W, the M/OAA Obligating Official is responsible for the
initial obligation and subsequent deobligation of funds from active awards that are near
completion and from completed awards prior to going for final closeout processing. For
active awards that are using funds still within the period of availability, or for active
awards that have potential deobligations in excess of $100,000, the M/OAA Obligating
Official may act on a request from the CTO or other Obligation Manager for modification
of the budget and request for deobligation of funds determined to be in excess of needs
(per Section V, subsections A and B.2). M/OAA Obligating Officials are expected to
deobligate excess funds under these conditions when deobligation is reasonable and it
is an efficient use of M/OAA resources.

f. Bureau for Management, Office of Acquisition and Assistance, Cost, Audit
and Support Division (M/OAA/CAS) Administrative Closeout Official: In USAID/W,
the M/OAA/CAS Administrative Closeout Official processes the closeout of M/OAA
obligated awards and the subsequent deobligation of residual funds. For expired
awards, the M/OAA/CAS Administrative Closeout Official closes the award and
deobligate the remaining balance, once the M/OAA Obligating Official has sent the
award for closeout processing. The M/OAA/CAS Administrative Closeout Official
negotiates indirect cost rates. M/OAA/CAS also sends requests to the cognizant CTO
to ensure that all terms of the award were met prior to closeout. It is important to note
that the closeout process (waiting for final audit of overhead rates, etc.) may take up to
several years.

g. Mission Contracting/Agreement Officers (CO/AOs): Program funds may be
initially obligated in a bilateral agreement (such as a Strategic Objective Agreement
[SOAG]) between USAID and the cooperating country (see ADS 201, Planning; ADS
350, Grants to Foreign Governments; and ADS 621, Obligations). When this is the
case, Mission CO/AOs are responsible for executing the subobligation (commitment)
documents (grants, contracts, cooperative agreements, etc.)

Before funds in a subobligation (commitment) document can be de-subobligated
(decommitted), a formal closeout process for contracts, grants, and cooperative
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agreements [outlined in the ADS 621 internal mandatory reference, Contract
Information Bulletin (CIB) 90-12, Subject: Guidance for AID Missions — Closing
Out Contracts, Grants, and Cooperative Agreements] is required. Since Missions
are responsible for closing out their own actions, as well as M/OAA-issued procurement
actions that have been transferred to the field for administration, it is the CO/AQO’s
responsibility to take the lead role in ensuring that closeouts are accomplished in a
timely and comprehensive manner so that funds can be de-subobligated (decommitted).

h. USAID/W Bureau Assistant Administrators (AAs) or their Designees: In lieu
of M/OAA, these individuals serve as Agreement and Grant Officers responsible for
obligating and deobligating funds in interagency agreements and certain grants,
respectively. (See ADS 103, Delegations of Authority; ADS 306, Interagency
Agreements; ADS 308, Grants and International Agreements with International
Organizations; and ADS 350, Grants to Foreign Governments)

i Administrative Management Services (AMS) or Executive Management
Team (EMT) Offices, Management Bureau Cost Centers, Bureau for Legislative
Public Affairs (LPA), and Independent Offices [Office of General Counsel (GC),
Office of Equal Opportunity Programs (EOP), Office of Small & Disadvantaged
Business (OSDBU), Office of Security (SEC)] that Manage Non-Program Funds: In
coordination with the CTO or other Obligation Manager, the designated Obligating
Official in these USAID/W offices is responsible for the following:

e Conducting periodic reviews of the status of all OE-funded obligations,
¢ |dentifying excess/unneeded funds, and

e Deobligating excess or unneeded funds obligated in the Phoenix
accounting system.

NOTE: The Chief, Bureau for Management, Office of Administrative Services,
Travel and Transportation Division (M/AS/TT) is the Obligating Official for all
travel orders, except those generated in the USAID Missions. In addition to
M/AS/TT, the Chief, Bureau for Management, Office of the Chief Financial Officer,
Washington Financial Services Division (M/CFO/WFS), or his/her designee, has the
authority to deobligate funds in TAs. However, M/AS/TT is responsible for deobligating
funds in current year TAs while M/CFO/WEFS is responsible for deobligating funds in
prior year TAs. (See the ADS 621 internal mandatory reference, Improving the
Determination Process for Deobligating Unliquidated Balances in Prior Year
Travel Authorizations)

j- Office of the Chief Financial Officer (M/CFO): In USAID/W, M/CFO assists
Bureaus and Independent Offices in their efforts to deobligate OE funds in obligations
that were obligated in the Phoenix accounting system. M/CFO provides a quarterly
report to each Bureau that details deobligations by Bureau/Mission and Fund Account.
In addition, M/CFO notifies the Office of the Director of Foreign Assistance, Coordinator
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for Resource and Appropriation (F/IR&A) via e-mail that the apportionment of these
funds has been completed and makes these funds available in Phoenix to F/R&A. (For
more information on the reobligation process, see the ADS 621 internal mandatory
reference, Reobligation Policy.)

k. F/R&A: In USAID/W, after withholding amounts necessary to fund upward
adjustments, F/R&A returns 50 percent of each Bureau’s remaining current year
recoveries to the Bureaus once M/CFO certifies these funds as available. In the case
of a rescission or other pressing Administration or Agency initiative/requirement, the
Administrator can decide to revoke this policy at any time. (For more information on the
reobligation process, (see Reobligation Policy.)

V. THE DEOBLIGATION PROCESS

This section outlines and explains the deobligation process for both active and expired
obligating instruments. The process varies, in some stages, between field Missions and
USAID/W; between active awards that are using funds still within the period of
obligation availability and all other awards; and slightly varies within USAID/W itself,
depending on who executed the award (i.e., M/OAA for contracts, grants, cooperative
agreements, etc., or Bureau AAs (or designees) for interagency agreements and certain
grants).

Once the CTO or other Obligation Manager has initiated a deobligation request, the
Obligation Manager must establish and maintain a tracking and reporting system to
ensure that identified excess/unneeded funds are

e Deobligated,

e Made available for reobligation by F/R&A, and

e Returned to the deobligating operating unit (see Section VI).
A. Identifying Excess and Unneeded Funds

Excess and unneeded funds may be identified for deobligation through various means
such as the following:

1. Performance monitoring and ongoing management oversight through
procurement planning, periodic portfolio reviews, and the Annual Report (AR)
and Bureau Program Budget Submission (BPBS) Program exercises lend
themselves to identifying funds that are excess or no longer needed and that
could be deobligated as a result of activity completion or changed circumstances.

2. Accruals reporting are required at the end of each quarter. CTOs or other

Obligation Managers and other responsible parties examine the status of their
obligating (or sub-obligating) instruments. They also review the obligated (or
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subobligated), disbursed/vouchered, and unliquidated obligation amounts.
Accruals are developed based on the best estimate of goods and services
received but not yet paid for. During this review, expired awards may be
designated for closeout. Once the CTO or other Obligation Manager has
properly flagged the obligation for close-out and properly disposed of the files in
accordance with the procedures described in ADS 502.5.7, Records
Disposition — USAID/W and Overseas Missions: Records Inventory and
Disposition Plan, the CTO role is essentially completed. However, if the
unliquidated amount is $100,000 or more and M/OAA/CAS or the Mission
Closeout Official decides to process a deobligation action ahead of the official
closeout, then see section B.1.d for USAID/W awards and Section C for
overseas awards. (For more information on accrued expenditures, see ADS
631, Accrued Expenditures. For more information on CTO files, see ADS
302.3.7.1, Standardized Model Letters for Designating the Cognizant Technical
Officer (CTO) for Contracts and 303.3.17 for Grants, and Cooperative
Agreements.)

3. Periodic reviews of unexpended balances are also a good means of flagging
activities with excess and unneeded funds for deobligation.

4. Pipeline reports and burn-rate reports are excellent tools for identifying
candidates for deobligation.

B. The Deobligation Process in USAID/W

The deobligation process varies slightly depending on whether M/OAA or operating
units executed the award, and if it has expired or is still active and uses funds that are
still within the period of obligation availability. For all grants under the LOC payment
mechanism, any deobligation action should be verified with M/CFO/CMP to
ensure that the proposed deobligation reconciles with the LOC records.

1. Expired Awards

a. The M/OAA/CAS Administrative Closeout Official will verify that the awardee
has satisfactorily completed the activity as outlined in the award. Have the required
goods and/or services been received? If not, what is outstanding and what
additional funds are required? Responses to these questions may require input from
the CTO or the Activity Manager along with communication with the awardee.

b. The Bureau for Management, Office of the Chief Financial Officer, Cash
Management and Payment Division (M/CFO/CMP) must determine whether the
awardee has submitted the final payment request and whether the final
disbursement has been posted to USAID's accounting records. This information can
be obtained from the awardee or CTO. In some cases, the final voucher may not be
submitted pending final overhead rate adjustments. Provisions for these outstanding
costs are provided for in paragraph ¢ below.
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c. The M/OAA/CAS Administrative Closeout Official must determine the amount
that is available for deobligation. This is the obligated amount less amounts
disbursed, less the estimated amount to be disbursed (see paragraph b above), and
less a "cushion" that may be required for closeout. The estimated amount yet to be
disbursed may be requested from the awardee or vendor. An amount should be
retained to provide for such things as possible changes to the provisional overhead
rates that are subject to adjustment after final audit. Determining this amount is a
judgment call with a lot of variables to consider, so there is no mandatory method or
limitation. A methodology for calculating this amount is suggested below. Itis
important that the awardee/vendor understand that they will not be entitled to
payment of any amount in excess of the obligation.

To determine the amount of “excessive” residual funds that can be safely
deobligated ahead of the official closeout, the Administrative Closeout Official should
contact the vendor, since they are in the best position to determine this amount.
Generally, any residual funds remaining beyond performance completion are only
needed for the contingency that final indirect cost rates may be higher than billed
provisional rates. The vendor will know its applicable actual indirect cost rates for
the period, even though they may not have been officially audited or finalized via the
negotiated indirect cost rate agreement. Thus, the vendor can use the lesser of the
actual rates or ceiling rates to determine any potential adjustments due to higher
final indirect cost rates. The amount that can then be safely deobligated will be the
total residual funds minus the amount the vendor has calculated they need for final
indirect cost settlement and any other potential adjustments. It is prudent to always
ask the vendor if there are any other anticipated changes. The “excessive” residual
funds should be deobligated by a bilateral modification.

d. For expired M/OAA-obligated awards not yet in closeout: A rough
materiality threshold of $100,000 in reported “excessive” residual funds may be
used to determine if deobligating funds ahead of the closeout process is warranted.
M/OAA’s decision to process a deobligation action ahead of the official closeout is
usually a function of materiality and current resource availability. CTOs or other
Obligation Managers must enter the deobligation request in New Management
System/Acquisition & Assistance module (NMS/A&A) or Phoenix and provide the
supporting documentation to the Obligating Official. Deobligation of A&A obligations
(e.g., delivery orders, grants, purchase orders (POs)) is done exclusively in the A&A
module of NMS. Step-by-step procedures are found in the Phoenix/A&A Interface
Operating Procedures section of the NMS Users Manual at
http://inside.usaid.qov/inms/phoenix/phoenix.htm. Click on “8. How Do |
Deobligate Funds in A&A?”

NOTE: For agreements under the Letter of Credit (LOC) payment mechanism,
M/CFO/CMP issues a memo, subject “Notification of Final Voucher,” to
M/OAA/CAS upon receipt and processing of the “final” voucher (A Voucher for
Purchases and Services other than Personal, for contracts and SF-269,
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Financial Status Report, for grants). After the contract completion date, the
M/OAA Obligating Official may deobligate unneeded funds (minus expected
closeout costs) pending a final invoice or voucher, as discussed in Section
V.B.1.c. If the AO agrees to extend the date the financial status report is due,
he/she should at the same time deobligate unneeded funds.

e. For expired M/OAA-obligated awards already in closeout: The amount
that was not deobligated by the M/OAA Obligating Official and assigned to
M/OAA/CAS for final closeout and deobligation may remain with M/OAA/CAS for an
extended period of time (up to two years) pending such actions as verifications with
the awardee, CTO or other Obligation Manager, M/CFO/WFS, and final audits.
However, if the funds involved are material, M/OAA/CAS will process deobligations
ahead of the closeout process, using the $100,000 threshold as a guide. In other
words, just because an award is in M/OAA/CAS for closeout does not necessarily
mean the Bureau or Independent Office has to wait for final closure to deobligate the
funds.

Since Personal Service Contracts (PSCs) normally do not require final audit, it is
anticipated that M/OAA/CAS can close out and deobligate them within a much
shorter timeframe. The terms of their contracts require PSCs to submit a final
voucher within 120 days of completion of work on the contract. Upon termination of
a PSC, the responsible program/technical office, including the CTO, will complete a
checkout list before the final salary payment is made. This checkout list will contain
all the items that a PSC must account for, including a certification from the PSC that
he/she has filed all claims, including medical, travel, etc.; filed a final timesheet; and
has cleared all advances. In addition to the checkout list, M/CFO/CMP needs a
copy of the request from the CTO to the CO that authorizes the payment of any
unused annual leave. Upon receipt of this information, M/CFO/CMP will complete
the closeout checklist and forward it to M/OAA/CAS for contract closeout and
deobligation action. Once M/OAA/CAS has received M/CFO/CMP certification that
final payment has been processed and all applicable insurance fees and taxes have
been paid, it will close the PSC contract and deobligate the balance, if any.

f.  Occasionally, during the closeout process, it may be determined that additional
funds are needed to close out the award even when a cushion amount was built in.
In this case, the CTO or other Obligation Manager needs to identify a source of
additional funds from either existing resources (this should be coordinated with the
Bureau’s Program or Controller’s Office) or prior-year funds that might be available
from the Bureau for Management, Office of the Chief Financial Officer, Central
Accounting and Reporting Division (M/CFO/CAR). M/CFO/CAR will prepare a
memo to the Obligating Official, if the award is active, or to the M/OAA/CAS
Administrative Closeout Official, if the award is expired, requesting approval for the
reobligation. If the reobligation is approved, then M/CFO/CAR will process the
reobligation via Phoenix. (See also ADS 621.3.10, Upward Adjustments of
Obligations.)
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2. Active Awards

a. The CTO or other Obligation Manager will ascertain whether the unused
obligated funds are in excess of remaining activity requirements. This may include
obtaining an updated activity budget from the Activity Manager and confirming
remaining activity requirements and funding needs in writing with the awardee and
M/CFO/CMP for grant awards under the LOC payment mechanism.

b. The CTO or other Obligation Manager will then advise the CO/AO of the
amount that is available for deobligation.

c. Deobligation of A&A obligations (e.g., delivery orders, grants, purchase orders
(POs)) is done exclusively in the A&A module of NMS. For active awards that are
using funds still within the period of availability, or for active awards that have
potential deobligations in excess of $100,000, the CTO or other Obligation Manager
will enter the deobligation request in New Management System/Acquisition &
Assistance module (NMS/A&A) and provide the supporting documentation to the
Obligating Official. Step-by-step procedures are found in the Phoenix/A&A Interface
Operating Procedures section of the NMS Users Manual at
http://inside.usaid.gov/inms/phoenix/phoenix.htm. Click on “8. How Do |
Deobligate Funds in A&A?”

d. For non-A&A obligations (e.g., CZ, MO, T, TR), deobligations are done in
Phoenix. Step-by-step procedures for non-A&A obligations are found in Section
2.17.3 of the Purchasing SOP in the USAID Financial Management Procedures
Manual at http://inside.usaid.qov/M/FM/FS/policy.htm.

e. Forcurrent year TAs, the Bureau/Independent Office will provide a list to
M/AS/TT highlighting the deobligation requested and providing a justification for
each. For prior year TAs, the Bureau/Independent Office will annotate the status of
each TA on a list provided on a quarterly basis by M/CFO/WFS. (See the ADS 621
internal mandatory reference, Improving the Determination Process for
Deobligating Unliquidated Balances in Prior Year Travel Authorizations). To
deobligate funds in TAs, M/CFO/WFS and M/AS/TT will follow the step-by-step
procedures in Section 2.7.2.2 of the Purchasing SOP in the USAID Financial
Management Procedures Manual at http://inside.usaid.gov/M/FM/FS/policy.htm.
Bureaus/Independent Offices will periodically remind all travelers that they must file
a travel voucher within five business days of the completion of a trip or every 30
calendar days of an extended trip. (See_ ADS 633.5.3, Travel Voucher Processing
Requirements)

f. To deobligate migrated obligations, follow the step-by-step procedures in
Section 2.17.4 of the Purchasing SOP in the USAID Financial Management
Procedures Manual at http://inside.usaid.gov/M/FM/FS/policy.htm.
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NOTE: The Office of the CFO will process deobligations of prior-year OE funds and all
migrated AWACS obligations (AWACS obligations that were migrated to Phoenix
before 10/01/2000).

C. The Deobligation Process in Field Missions

1. Bilateral Program-Funded Obligations with Expired Project Activity
Completion Dates (PACDs)

a. The CTO or other Obligation Manager, in conjunction with the financial analyst
or responsible accountant, performs a comprehensive review of subobligation
(commitment) documents such as grants, contracts, cooperative agreements, POs,
and TAs to ensure all payments have been made and disbursements are posted to
Phoenix. Until the disbursements are recorded in Phoenix, the review of
unexpended balances in subobligation (commitment) documents is incomplete.

For awards under the Letter of Credit (LOC) payment mechanism, the process for
de-sub-obligating (de-committing) residual funds is no different from other USAID
contracts/grants. M/FM notifies the Mission Controllers (and copies the CO/AQ, if
easy to identify) via memorandum when the contractor/grantee submits a final
Financial Status Report. In between the time the awards expire and the grantee
submits the final invoice, CO/AOs may de-sub-obligate unneeded funds (minus
expected closeout costs). The Missions must make sure a copy of the modification
that de-sub-obligate unneeded funds are forwarded to the LOC branch in
M/CFO/CMP.

NOTE: While the transfer of the payment process eliminated the need for
grantees to submit all of the SF-269s to M/FM, grantees are still required to
submit the final SF-269 to M/FM.

For Mission funds subobligated in M/OAA awards, the CTO or other Obligation
Manager, in concert with M/OAA regarding the activity performance status, will
calculate the accrued expenditures. Therefore, it is critical that M/OAA and the
Mission CTO stay in close communication.

b. The responsible accountant will de-sub-obligate (de-commit) residual funds
from sub-obligations (commitments) after the CO/AO has modified/amended the
sub-obligating document (contract, grant, cooperative agreement (CA), etc.). Ifitis
clear that the awardee is making no further claims on the award, then the
responsible accountant will de-sub-obligate (de-commit) residual funds through a
journal voucher (JV) cleared by the CTO or other Obligation Manager and approved
by the responsible CO/AO. The responsible accountant will de-sub-obligate funds if,
for example, the awardee submitted a final voucher or a release; or if the
grant/cooperative agreement period is over and the recipient has already agreed
that there will be no further vouchers.

* An asterisk indicates that the adjacent material is new or substantively revised. 12
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NOTE: In most Missions, the CO and AO is the same person. However, the
roles are still different, even if the same person is performing both roles. The
individual functioning in the role must provide the approval.

If the Mission Director signed the grant or cooperative agreement in question,
then the Mission Director as the responsible AO provides the approval.
Conversely, even though an Executive Officer (EXO) may also be a CO, the EXO
does not have AO authority and may not provide the approval for a grant or
cooperative agreement.

For expired sub-obligations (commitments) such as contracts and cooperative
agreements, a formal closeout process [outlined in the ADS 621 internal
mandatory reference, Contract Information Bulletin (CIB) 90-12, Subject:
Guidance for AID Missions -- Closing Out Contracts, Grants, and
Cooperative Agreements] is required before funds can be removed. If the
bilateral obligation PACD has expired, there should be no active sub-obligations,
so the formal closeout process is required anyway as long as all disbursements
are recorded in Phoenix.

NOTE: A JV is a very convenient mechanism because it allows space for
signatures (unlike the 1311 review worksheet) and is less complicated and
time-consuming (unlike amendments).

c. The responsible accountant will de-sub-commit (de-earmark), through a JV
cleared by the SO Team Leader and CO/AQO, remaining funds that were not
subobligated (committed) under the contract, grant, cooperative agreement, PO, etc.

d. The responsible accountant will deobligate the de-subcommitted (de-
earmarked) and the remaining un-subcommitted (un-earmarked) funds. This may
be done through a JV cleared by the SO Team Leader and the Program Officer, and
approved by the Controller. Obtaining the host government’s agreement is not
required.

e. After funds have been deobligated from the SOAG, the responsible accountant
will enter a "reduction of Budget Allowance" transaction in Phoenix for all prior-
year funds, and report to USAID/W all the monthly deobligations. When funds are
deobligated, the de-allowance will be posted the following month and appear on the
U-101 report.

Note: In Phoenix Missions, de-allowance is not applicable. Deobligation will
automatically affect the commitment parent level and will close it. If the funds
deobligated by a Phoenix Mission belong to a current year fund account, the
deobligated funds will return to the activity level, and will remain under the Mission’s
control. If the funds deobligated belong to a prior-year fund account, the deobligated
funds will automatically go to a recovery account controlled by USAID/W.

* An asterisk indicates that the adjacent material is new or substantively revised. 13
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2. Bilateral Program-Funded Obligations Before the PACD Expires

Funds cannot be deobligated from a SOAG, the obligating instrument, unless it is
amended to reduce the amount obligated. However, funds may be de-subobligated
(decommitted) from a subobligation (commitment) document to be made available for
Mission re-use under the same SOAG. If funds are obligated under a SOAG, and later
subobligated (committed) for a contract, grant, etc., unliquidated funds from this
contract, grant, etc., can be de-subobligated (decommitted), kept under the same
obligation, and reprogrammed for other activities within the same SOAG. In reality, this
occurs almost all the time when Missions conduct their review of unexpended balances.
Unliquidated funds are decommitted and later subcommitted (earmarked) and
subobligated (committed) under the same SOAG.

3. OE-Funded Obligations

a. The CTO or other Obligation Manager, in conjunction with the financial analyst
or responsible accountant, will perform a comprehensive review of all obligating
documents (POs, TAs, contracts, MOs, etc.) to ensure that all payments for goods
or services received have been made and posted to Phoenix.

b. If there is sufficient evidence on hand to document that the remaining funds are
no longer needed for the obligation, the responsible accountant will deobligate any
residual funds with a JV cleared by the responsible CO or his/her designee.
However, the Mission Controller and the EXO may agree that the EXO does not
need to clear on deobligation requests for residual funds in POs, PSCs, and MOs
issued by the EXO (who is the Obligating Official for these obligations). (See ADS
621.3.9, Deobligation and Reobligation) For TAs, the responsible accountant may
deobligate residual funds without a formal deobligation action by the Obligating
Official, provided that the traveler has submitted a travel voucher or if a balance
remains on the TA for six months or more (see ADS 621.3.13c, Circumstances That
May Result in Excess Funding).

c. After funds have been deobligated, the responsible accountant will enter a
"reduction of Budget Allowance" transaction in Phoenix for all prior-year funds,
and report to USAID/W all the monthly deobligations. When funds are deobligated,
the de-allowance will be posted the following month and appear on the U-101 report.
See the Note in Section V.C.1e for funds deobligated by a Phoenix Mission.

4. Program-Funded Obligations Signed by the CO/AO When the Contract/Grant is
the Obligating Document

a. The CTO or other Obligation Manager, in conjunction with the financial analyst
or responsible accountant, will perform a comprehensive review of all obligating
documents (grants, cooperative agreements, etc.) to ensure that all payments have
been made and the disbursements posted.

* An asterisk indicates that the adjacent material is new or substantively revised. 14
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b. The CTO or other Obligation Manager will determine the amount that is
available for deobligation, providing for a possible needed cushion as discussed in
Section V.B.1.c.

c. For active obligating documents, the CO/AO must execute an amendment to
deobligate the funds in question, thus reducing the amount obligated. Then the
financial analyst or responsible accountant may record the deobligation. In other
words, the deobligation itself only occurs when the amendment is executed by both
parties. [Note: Even though the obligation itself may be a contract or grant,
any reduction to the program in the contract/grant must be either bilateral or
handled as a partial termination by the CO/AO. This is not done very often.]

If the obligating document is under the LOC payment mechanism, the analyst or
accountant must provide a copy of the amendment to M/CFO/CMP to ensure that
the proposed deobligation reconciles with the LOC records.

d. For expired obligating documents, a formal closeout process [outlined in the
ADS 621 internal mandatory reference, Contract Information Bulletin (CIB) 90-12,
Subject: Guidance for AID Missions -- Closing Out Contracts, Grants, and
Cooperative Agreements] is required before the final amount of the agreement
may be determined and the balance of unexpended funds can be deobligated.

e. After funds have been deobligated, the responsible accountant will enter a
"reduction of Budget Allowance" transaction in the system for all prior-year funds,
and report to USAID/W all the monthly deobligations. When funds are deobligated,
the de-allowance will be posted the following month and appear on the U-101 report.
See the Note in Section V.C.1e for funds deobligated by a Phoenix Mission.

VI. CLOSEOUT MISSIONS

It is recommended that activity completion dates begin three to six months prior to the
Mission's closeout date in order to allow adequate time for activity closeout actions,
which may include deobligations.

For awards that are obligated and accounted for by USAID/W in Phoenix/NMS, the
process outlined in Section V.B also applies to closeout Missions. It is critical that
CTOs closely monitor awards in closeout Missions and provide enough lead time to
ensure timely deobligation of funds. Once the Mission is closed out, key personnel
(such as the Activity Manager) may have departed and will not be able to provide the
CTO with needed deobligation information. CTOs may use the closeout Mission's
unliquidated pipeline reports to highlight all awards that may need immediate
deobligation action based on expiration dates or a pipeline/burn-rate analysis.

As noted in Section V.C, for awards obligated and accounted for overseas, the closeout

Mission has responsibility for deobligation. The closeout Mission must keep its
deobligation actions and plans current at all times in order to minimize excess pipeline
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and reduce deobligation needs at the Mission's final closeout. If all deobligation actions
are not completed by the time the Mission closes, the remaining deobligation actions
will be transferred to the gaining accounting station for follow-up review and closeout
actions. Therefore, it is critical for the gaining location to work closely with the closeout
Mission to ensure that remaining deobligation actions are completed.

Transferring accounts between Phoenix Missions is much simpler because it is done by
transferring the Security Organization (control over Phoenix accounts) from the closeout
Mission to the gaining Mission. However, all other hand-over procedures, and those
related to eliminating or reducing the pipelines to their minimum level before the
transfer, remain in effect with Phoenix.

The time required for deobligation of certain procurement actions may be lengthy. For
those Missions scheduled for closeout, the deobligation action may not be completed
until closeout has actually occurred. For this reason, F/R&A will attempt to provide
funds from other deobligations for return to those closeout Missions for which
deobligations are planned and in process. These Missions should proceed with
deobligations as above [Sections V.B and V.C]. F/R&A will work to ensure that funds
are available for reobligation on a timely basis. The only caveat is that the Mission must
demonstrate that the funds for reobligation will be used in accordance with the approved
Mission closeout plan. F/R&A will not provide funds for activities outside of the Mission
closeout plan or for planned deobligations if the Mission Controller has not certified that
the funds are available for deobligation.

VII. SUMMARY

Deobligation allows funds to be used for other purposes. This Guidebook provides
detailed guidance on the deobligation process to enable USAID to better manage its
funds. For questions related to this Guidebook, please contact the Chief, Bureau for
Management, Office of the Chief Financial Officer, Financial Policy and Systems
Division (M/CFO/FPS).
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* An asterisk indicates that the adjacent material is new or substantively revised. 16




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


