Reporting Training




Period Of Avallability Of
Funds

m PY and FY Funds & Program
Income Earned

Availability: WIA Formula and
Direct Grants

= For obligation
= For expenditure

Liquidation
= Of obligations
= Of accruals



Presenter
Presentation Notes
The WIA authorization act (Chap. 6 – General Provisions; Subtitle E – Administration; Sec. 184 – Fiscal Controls, Sanctions; paragraph (a)(3)(A) requires that each State “shall” comply with the “Uniform Administrative Requirements” promulgated by OMB.     



In the case of the WIA program, however, the authorization act contain other provisions that supercede a couple of key provisions in the “Uniform Administrative Requirements” regarding (1) period of availability of grant funds; and (2) time frames for liquidating obligations after the end of  the funding period.  



PERIOD OF AVAILABILITY OF FUNDS:

WIA : (1) allows carryover of unexpended grant funds which may be used for expenses of subsequent Program Years; (2) States have 3 PYs in which to expend the funds; and (3) local boards have 2 PYs in which to expend the funds.  However, funds reallocated to locals retain their original period of availability (based on year of appropriation).  Accordingly, they must be obligated & expended by the recipient in a shorter time frame.  



By contrast, the “Uniform Administrative Requirements” states that where a funding period is specified, a grantee may charge to the award only costs resulting from obligations of the funding period “unless carryover of unobligated balances is permitted,” in which case the “carryover balances” may be charged for costs resulting from obligations of the subsequent funding period.



LIQUIDATION OF OBLIGATIONS:  

TEGL 16-99, Change 1: (1) allows 90 days to liquidate accrued expenditures after the end of the period of availability of funds; and (2) requires that WIA grant recipients report accrued expenditures quarterly.



By contrast, the “Uniform Administrative Requirements,” states that grantees must (1) liquidate all obligations incurred under the award not later than 90 days after the end of the funding period (or as specified in a program regulation); and (2) report grant costs on either a quarterly or annual basis.  


KEY TERMINOLOGY

Total Funds Authorized minus
Obligations equal Unobligated Balance

Obligations minus Accrued Expenditures (Cash
expenditures plus accruals)

Remainder equals Unliquidated Obligations

Commitments (placeholder)




Financial Reporting

m Financial Status Reports (SF
9130)

e Must be on the “accrual basis”
e Grant funds and program income
= Entities accounting system

o May be maintained on either “cash
basis” or “accrual basis”



Presenter
Presentation Notes
Financial Status Reports.  The WIA final rule (20 CFR 667.300) states that all WIA grantees must report financial, participant, and performance data in accordance with instructions issued by DOL.  In order to meet its program management needs, DOL has modified  the Standard Form (SF) 269 reporting formats, and corresponding instructions, for capturing required financial data for each of the three WIA funding streams (Youth, Adult, and Dislocated Worker), plus, Local Administration, Statewide Activities (15% of Total Federal Allotment), and Statewide Rapid Response.  OMB has approved these formats on May 23, 2000.  [See TAB 4 -- attachments to TEGL No. 16-99 for ETA’s modified FSRs for WIA programs – ETA 9076 A-F.]

 

Accounting basis.  The “Uniform Administrative Requirements” allows grantees to report program outlays and income on either a cash or accrual basis as prescribed by the awarding agency.  However, with minor exceptions, DOL/ETA requires that all financial reporting, including WIA programs, be on the “accrual basis.” [See WIA Final Rule 20 CFR 667.300(c)(3)]


ARRA

Cash or Accrual Basis
Different Due Dates

Aggregate data for
expenditures/accrued expenditures

e VENDORS
o SUBS

Reports Due:
Centralized or Decentralized

Responsible party for changes and
certifications




ETAF Flows To:




Cash To Accrual Reporting

m WHY?
e In accordance with GAAP
e Better information to decision makers
e Required by ETA

x WHEN?

o At |least quarterly, but should be
continuous

= HOW?
e Linking spreadsheets (documentation)



Presenter
Presentation Notes
We’ve just finished discussing OBLIGATIONS and ACCRUED EXPENDITURES.  Now, we need to discuss how we can help those of you who do not have adequate procedures or accounting systems for recording ACCRUALS so you can meet Federal reporting requirements.



Now let’s discuss the WHY?  WHEN? & HOW?



WHY:   Reporting on “accrual basis” is required by DOL regulations [see 20 CFR 667.300(c)(3)]

 “Accrual basis” reporting is in accordance with generally accepted accounting principles [see WIA auth. Act, sec. 185(e); and  OMB Circular A-87, Att. A, Para. C.1.g.]

  It provides better information to management/decision makers.

  Grantees/subgrantees may lose $$$$$$ thru RECAPTURE if all accrued expenditures are not reported.



WHEN: At least quarterly [see WIA auth Act, Sec. 185(e); WIA Final Rule @ 20 CFR 667.300].  Some States may require monthly reporting.



HOW:   Let’s talk:  This is ETA’s basis underlying reason for this course --- to provide help and guidance to “cash basis” grantees & subgrantees  on how they can report grant costs on the “accrual basis.”  The balance of the course will focus on approaches and/or methodologies to help “cash basis” grantees/subgrantees report on the accrual basis.  


What Is accrual accounting?

= A method of accounting

e An entity’s financial position and operating
results are measured by the flow of economic
resources.

m Transactions are recorded in the
accounting period in which they
occur

o Regardless of when the related cash receipts
and disbursements take place

e (In accordance with GAAP)



Presenter
Presentation Notes
The WIA Technical Assistance Guide REQUIRES that grantee/subgrantee accounting records be “maintained in accordance with Generally Accepted Accounting Principles (GAAP).”  (See Chapter II-2-2)



Just what is GAAP?????  Independent auditors agree on the existence of a BODY OF GENERALLY ACCEPTED ACCOUNTING PRINCIPLES, and they are knowledgeable about these principles, and in the determination of their general acceptance (see SAS 69 aka AU section 411).  



However, the determination that a particular accounting principle is generally accepted may be difficult because no single reference source exists for all such principles.  The sources of established accounting principles that are generally accepted in the United States vary depending on the type of entity.  In addition, there is a hierarchy of sources for each type of entity.  For example:



Commercial organizations:  Bodies “designated by the AICPA Council to establish such principles;” bodies composed of expert accountants that deliberate accounting issues in public forums and whose positions are cleared by the AICPA Council, etc., etc., etc., etc. 

Nongovernmental entities:  Financial Accounting Standards Board (FASB) publications and pronouncements; Accounting Principles Board (APB) opinions; and AICPA Accounting Research Bulletins; etc., etc., etc.

State & local governmental entities:  Governmental Accounting Standards Board (GASB) Statements and Interpretations; AICPA and FASB pronouncements specifically made applicable to state and local governments, etc., etc., etc., etc.

  


Reporting Data Elements

m Cash Recelved
m Cash Disbursed
= Program Income (earned/Disbursed)

= Recipient Share
o Mandatory, leveraged and stand in

Other Federal EXpenditureS (not this grant)

Youth In School and Out-of-school
e 30 percent on out-of-school
e No more than 70 on in-school




Standard Reporting Data
Elements

m Federal Funds authorized

e By funding period and funding source, including
limitations/other requirements, e.g., admin/in-school
and out-of-school

Federal Obligations

Unobligated Balance

Unliquidated Obligations

Federal Accrued Expenditures

Other Federal Funds

Federal Real Property Expenditures (states

only)
Remarks/Comments




Added Emphasis On Reporting on
the Accrual Basis of Accounting

m Cost incurred in the reporting quarter
for all services and goods received

= Examples: Services performed

e Employees, training and other
contractors, subgrantees, etc.

m Examples: Other amounts becoming
owed
o Indirect costs

e Unfunded leave — accrue as it is taken
during the grant period/contract period

e Insurance claims



Presenter
Presentation Notes
Accrued expenditures.  The charges incurred by the grantee during a given period requiring the provision of funds for (1) goods and other tangible property received; (2) services performed by employees, contractors, subgrantees, subcontractors, and other payees; and (3) other amounts becoming owed (by the grantee) under programs for which no current services or performance is required, such as annuities, insurance claims, and other benefit payments.  [29 CFR 97.3]



It is important that everyone understand that an accrued expenditure is one that meets the criteria, and is not dependent upon a cash outlay.


Accrued Expenditures

m All accrued costs must be
reported

m All reports must trace to source
documentation

= |[F entity has a cash basis
accounting system:

e Linking records must be

maintained In accordance with
GAAP



Presenter
Presentation Notes
ETA regulations require that WIA grantees report all costs on an accrued basis.  Basic financial standards for all government grants (which were discussed earlier) require that financial reports submitted to the awarding agency be traceable to source documentation in order to be allowable.



If a grantee uses a cash basis of accounting, they must maintain records that link the reported costs (accrued) to the general ledger (cash).  This is most often done through the use of linking records such as spreadsheets.  It is important to note that these linking spreadsheets or records must be maintained in accordance with the GAAP requirements.


Contract Obligations
= Legally binding

e Offer, acceptance, consideration, made by
authorized official

= [n writing

m A purpose authorized by law

m Properly executed
e Before expiration of obligational availability

m Specific goods, real property, work, or
services.



Presenter
Presentation Notes
When obligating Federal funds by contract, the agreement must be:  



 legally binding (offer, acceptance, consideration, made by authorized official); 



 in writing (Note: In 1991, the CG ruled that the “in writing” requirement could  e satisfied by computer-generated media as long as there are adequate safeguards and controls to provide no less certainty and protection of the entity’s interests as under a “paper and ink” method); 



 for a purpose authorized by law; 



 executed before the expiration of the period of obligational availability; and 



 a contract calling for specific goods, real property, work, or services. 



ARE THERE ANY QUESTIONS ON THESE POINTS?




Contract Obligations

m Must contain specific description
of goods or services to be
acquired

e Otherwise, not a recordable
obligation

= Training vouchers, travel orders
= Indefinite/variable quantity
e Minimum gquantity required
e Variable quantity impact depends



Presenter
Presentation Notes
Regarding the requirement for specificity, a contract or purchase order that lacks a description of the products/services to be provided is not sufficient to create a recordable obligation. 



EXAMPLES:

“Reservation &  Notification” letter

Travel Orders

ITAs



An “indefinite-quantity contract” must include a minimum purchase requirement which must be more than nominal.  An indefinite-quantity contract without a minimum purchase requirement is regarded as illusory and unenforceable – it is no contract at all. 



The obligational impact of a “variable quantity contract” depends exactly what the entity has bound itself to do.  Any REQUIRED MINIMUM PURCHASE must be obligated when the contract is executed; subsequent obligations occur as work orders or delivery orders are placed, and are chargeable to the fiscal year in which the order is placed.



	If work order/purchase order issued under a “variable quantity contract” requires delivery at some future date, the transaction is recorded as an UNLIQUIDATED OBLIGATION.  When the goods/services are RECEIVED, the transaction is recorded as an ACCRUED EXPENDITURE.



	In the “variable quantity contract” with NO GUARANTEED MINIMUM, there would be NO RECORDABLE OBLIGATION AT THE TIME OF THE AWARD.  An obligation occurs only when the entity issues a specific purchase order or other firm commitment for a specific quantity of specific items, or a specific task to be performed.



	Again, if the task/purchase order provides for performance/delivery of goods/services at a future date, the  obligation is recorded as an UNLIQUIDATED OBLIGATION.



ANY QUESTIONS ON INDEFINITE QUANTITY AND/OR VARIABLE QUANTITY CONTRACTS???  There will be a case study on these types of contracts.








Recording Obligations

m Federal requirement
e Supported by documentation

= Recording
e Evidences the transaction
e Does not create it.

= Failure to record

e No effect on validity or fiscal year
chargeable



Presenter
Presentation Notes
Subsection (a) of 31 U.S.C. § 1501 prescribes specific criteria for recording obligations. 



Among other things, it states that an amount shall be recorded as an obligation “only when supported by documentary evidence….”



It is important to understand the relationship between the existence of an obligation, and the act of recording.  Recording evidences the obligation but does not create it. 



If a given transaction is not sufficient to constitute a valid obligation, recording it will not make it one.  On an earlier slide, we talked about the Comptroller General’s general statement that “AN OBLIGATION IS A DEFINITE COMMITMENT WHICH CREATES A LEGAL LIABILITY FOR THE PAYMENT OF APPROPRIATED FUNDS FOR GOODS AND SERVICES ORDERED OR RECEIVED.”



For example, the Comptroller General has ruled that a “reservation and notification” letter did not impose legal liability on the government (even though it was recorded as an obligation), because it did not constitute a valid contract.  More specifically, if the contract doesn’t identify the specific goods/services and/or the specific quantities to be delivered, it is NOT an obligation. 



Conversely, failing to record a valid obligation in no way diminishes its validity or affects the fiscal year to which it is properly chargeable.



In other words, if a grantee/subgrantee has entered into a legally binding agreement/contract to purchase specific goods or services (undelivered or already received), IT IS AN “OBLIGATION” EVEN THOUGH THE TRANSACTION MAY NOT HAVE BEEN RECORDED.



ARE THERE ANY QUESTIONS ON THIS POINT???????




Obligation or Accrual

m Orders placed

e Delivery of goods or services and
payment in future

= Obligation, not accrual

e Delivery of goods or services taken,
payment in future

= Obligation
m Accrued expenditure

= Payment & delivery simultaneous
o Obligation
e Accrued expenditure
e Cash outlay



Presenter
Presentation Notes
Private individuals, like grantees & subgrantees, procure goods and services through:

Placing orders/contracts for goods & services to be delivered (and paid for) at a specified future date.  

Procurement of goods & services “on account” in which one takes immediate possession of the goods and services based on a “promise to pay” at some future date.

Simple “cash transactions” in which one pays for goods or services at the time the goods & services are received.



All of the above transactions are considered as OBLIGATIONS under Federal rules.  However, these OBLIGATIONS are required to be reported in SUBCATEGORIES depending upon the nature/status of each transaction, as follows:

UNLIQUIDATED OBLIGATIONS (undelivered orders)

ACCRUED EXPENDITURES, UNPAID (goods/services received, but not yet paid for)

ACCRUED EXPENDITURES, PAID (goods/services received and paid for)

The total dollar value of ACCRUED EXPENDITURES, UNPAID and ACCRUED EXPENDITURES, PAID are added together and reported on the FSRs as OUTLAYS



Grantees & subgrantees, as a general rule, will probably spend most of their grant funds  by placing orders/contracts for goods/services to be delivered at some future date.  This type of transaction is first obligated [“undelivered orders”] and then expended [“accrued expenditures-unpaid” ] when received, and then [“accrued expenditures-paid”] when the funds are actually disbursed.



WALK PARTICIPANTS THRU SERIES OF TYPICAL TRANSACTIONS, AND GET INPUT RE HOW EACH SHOULD BE RECORDED. 



Finally, there is no legal requirement for you as an individual to keep track of and report your “obligations.”  For the Federal government and its grantees/subgrantees, there is. 



The next group of slides will discuss in more detail the nature of & criteria for recording obligations and accrued expenditures.  Much of what we discuss applies to Federal law and rules for Federal agencies record transactions, but the same criteria generally flows down to grantees and subgrantees under the terms & conditions of their grant awards.


Obligations or
Accrued Expenditures?

m All accrued expenditures are
obligations

BUT

= Not all obligations are accrued
expenditures



Presenter
Presentation Notes
After our discussion of the definitions on the preceding slide, do these statements/observations now make sense????  [Note:  Get volunteer from class to explain why these statements are true.]



With this information under our belts, we will now go into some detail concerning the nature of obligations accrued expenditures as well as the criteria for recording both of them.



Most of what we will discuss comes directly from the Principles of Federal Appropriations Law, which is a compendium of Federal laws and rules governing how Federal agencies record obligation transactions; however, the same criteria generally applies to grantees and subgrantees at the local level.



However, as GAO writes in its Principles of Appropriation Law, “Thus, except as otherwise provided in the program statute, regulations, or the grant agreement, the expenditure of grant funds by a state government grantee is subject to the applicable laws of the state rather than federal laws applicable to direct expenditures by federal agencies.”



In sum, it is through the terms of our grant agreement, the program authorizing legislation, and the administrative requirements of the common rule, plus reporting requirements, where we provide definitions and requirements for our grantees.  With that in mind, let us continue. 


Administrative Cost Definition %

m WIA Grants

e States — no more than 5%

e Locals — 10 % unless some of State 5% Is
given to locals/Local subs in grant agreement

e Other entities on the list In the definition must
track administrative cost

m Direct Grants as applicable

e In grant agreements @ ﬁ




The End

m ...for today!!!

Thank You

everyone,

especially
Rodney!
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