SEPTEMBER 29, 2006

OF BULLETIN 06GA1.05


REVISION TO MP-4, PART V, CHAPTER 3, SECTION A, PARAGRAPH 3A.02 - ESTIMATED MISCELLANEOUS OBLIGATION OR CHANGE IN OBLIGATION (VA FORM 4-1358)
1.  REASON FOR ISSUE.  This bulletin revises the policy provided in MP-4, Part V, Chapter 3, Section A, paragraph 3A.02 - Estimated Miscellaneous Obligation Or Change In Obligation (VA Form 4-1358).  The policy change is required to minimize the use of VA Form 4-1358 such that it will not be used as an obligation control document unless the contracting activity has determined that a purchase order or contract would not be required.  The current policy states the following:

  a.  The estimated miscellaneous obligation (VA Form 4-1358) has been devised for the purpose of providing an obligation control document to be used as a means of recording an estimate of obligations to be incurred for the transactions outlined below. 

  (1)  To record estimated obligations where a formal purchase order or authorization is not prescribed. 

  (2)  When considered necessary, to record estimated obligations to be incurred by subsequent issue of purchase orders or individual authorizations during the current month. 

  (3)  To record estimated obligations for certain Supply Fund transactions outlined in paragraph 3A.13. 

  b.  Where purchase orders or authorizations are issued applicable to a VA Form 4-1358 which has been previously recorded, the VA Form 4-1358 will be considered as the primary obligation document. 

  c.  If during the month it appears that the cost of authorizations to be issued will exceed the estimated obligation, a change in obligation will be prepared by the operating division increasing the obligation to an amount sufficient to cover the cost of authorizations to be issued.  At the end of each month, the estimated obligation will be adjusted to agree with the actual authorizations or orders issued during the month. The change in obligation effecting such adjustment must reach the Accounting Section in sufficient time to be recorded prior to closing the ledgers for the month covered by the original obligation. If individual authorizations are canceled, the Fiscal activity should be furnished with a copy of the canceled authorization or other appropriate form of notification, and such documents will be treated as liquidating items. For this reason, no entry should be made on VA Form 4-1358 by the originating office in connection with canceled individual authorizations, nor should they be considered in determining the month end adjustment. 

  d.  Estimated miscellaneous obligations for services such as repairs to prosthetic appliances, handling charges for books, supplies, and equipment, and other services for which no specific order or authorization is issued, will be reviewed prior to the end of each month to assure that the amounts of the estimates represent as realistic an amount of actual obligations incurred during the period as possible. Upon completion of the review, the estimate should be adjusted, if necessary, and the VA Form 4-1358 will be annotated to show the date of the review and the initials of the reviewer. 

  e.  The use of VA Form 4-1358 must be kept to an absolute minimum consistent with sound financial management policies regarding control of funds. The use of VA Form 4-1358 for recording obligations is improper unless it is for a bona fide obligation as described in MP-4, part V, paragraph 1A.13b. 

2.  POLICY CHANGE.
   a.  VA Form 4-1358 will not be used as an obligation control document unless the contracting activity has determined that a purchase order or contract is not required.  The following are examples of when a purchase order or contract would not be required and the use of a VA Form 4-1358 is appropriate to use as an obligation control document:
   (1)  Beneficiary Travel - Transportation at Government expense furnished beneficiaries and their attendants traveling to or from the Department of Veterans Affairs (VA) facilities, or other places, for the purpose of examination, treatment or care.

   (2)  Postage Fees - Include the cost of stamps purchased and the amount owed for metered or penalty mail dispatched during the reporting period.  
   (3)  Utilities – If there is no contract, obligations will be recorded only on the basis of services actually performed.  Note:   If there is a contract, monthly estimates of the cost of services to be performed, based on past experiences will be recorded as obligations.  

   b.  The estimated miscellaneous obligation (VA Form 4-1358) was devised for the purpose of providing an obligation control document to be used in situations like the examples provided above.  Unless the head of the contracting activity or designee has made a determination that a written contract cannot be obtained and that the issuance of a purchase order is not feasible, VA Form 4-1358s will not be used.
   (1)  Fiscal staff may also use VA Form 4-1358 as a tracking mechanism for obligations of variable quantity contracts as well as for public utilities (see paragraph 2a(3) above).  

   (a)  In variable quantity contracts, the quantity of goods to be furnished or services to be performed may vary.  Variations may be at the option of VA or the contractor.
   (b)  Under variable quantity contracts, normally no amount is obligated at the time the contract is signed.  The order, which comes after the contract, obligates VA for goods or services and the obligation must be recorded for the exact amount or a reasonable estimate of the order.

   (2)  Fiscal staff must use the same obligation number for each order per contract or services provided by public utility companies throughout the fiscal year.  This will ensure that the centralized payment processing function located at the Financial Service Center (FSC) in Austin operates efficiently and effectively,  
   (3)  Obligation numbers must be associated to one contract or purchase order for an order of specific goods, real property, work or service.

   c.  The contract number must be placed on all VA From 1358s, when available.  This will aid in monthly reconciliations, annual close processing and limit the amount of left open items such as accounts payable.  
   d.  At the end of each month, fiscal staff will adjust the estimated obligation based on the actual authorizations or orders issued during the month.

3.  SUMMARY OF POLICY CHANGE:  
   a.  VA Forms 4-1358 will not be used as an obligation control document unless the contracting activity has determined that a purchase order or contract is not required.  
   b.  There will be only one obligation number per contract or purchase order when using VA Forms 4-1358 to record obligations for goods or services under a variable quantity contract or utility services provided by public utility companies. 
   b.  The same obligation number will be used to record an obligation throughout the fiscal year on each VA Form 4-1358.  In addition, the contract number will be placed on all VA Forms 4-1358, when available, to aid in monthly reconciliations, annual close processing and limit the amount of left open items such as accounts payable. 
c.  Fiscal staff will adjust the estimated obligation based on the actual authorizations or orders issued during the month.
4.  RESPONSIBILITIES.  
   a.  The Accounting and Payroll Service (047GA) within the Office of Financial Policy is responsible for the information contained in this bulletin.  
   b.  Administration Chief Financial Officers (CFOs), fiscal officers, and accounting chiefs within the Department are responsible for ensuring compliance with the policy set forth in this bulletin.

5.  QUESTIONS.  Questions concerning this bulletin should be addressed to:
	VHA Facilities
	VHA Accounting Policy (173A) (Outlook)

	VBA Facilities
	Ed Marks (202) 273-6831

	All Others
	Accounting Policy (047GA) (Outlook)


Romano Mascetti, III
Associate Deputy Assistant Secretary for Financial Policy

