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	Lesson 1, Slide 2
	Welcome to the online tutorial covering Financial Accounting for Department of Labor (DOL) Training Programs.  This workshop is designed to help grantees and sub-grantees better understand accrual accounting and reporting through real-life examples and scenarios.  

This tutorial is designed for administrators and staff members responsible for filing expenditure reports for DOL grant programs.   It provides information and examples that illustrate how accrual reporting works and why it is important.  We will also cover other financial terms important to the reporting process. 
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	This tutorial is divided into 4 lessons: This overview lesson and lessons on key definitions, accrual accounting, and accrual reporting.  

The objective of this tutorial is to provide guidance on the Federal reporting requirements that enable administrators and accounting staff to better manage DOL grant programs. 

Specific objectives are to:

 Understand the purpose of accrual accounting and reporting.

 Learn key terms used in Federal reporting.

 Explore approaches to using accrual accounting for your program.

 And learn methodologies for reporting on an accrual basis.

We will refer to specific sections of regulations and official guidance throughout each lesson.  We hope that you will refer to these regulations and guidance as you manage your programs.  
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	So, what are the different accounting methods?  Most programs use either cash-based accounting or accrual accounting. 

Cash-based accounting is the method where income is recorded when received and expenditures  are recorded when paid out.  For example,  office supplies are ordered on October 1st. The supplies are delivered to the office on October 15th, but the bill is not received until November 1st. The bill is paid on November 15th. The cost of the supplies is not recorded until the bill is paid on November 15.

The gap between when the goods or service is received and when the bill is paid is 31 days. Pay attention to this gap because it is the key difference between cash and accrual accounting.
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	Accrual accounting records income when received and expenditures  when the service is received or product delivered.  For example,  office supplies are ordered on October 1st. The supplies are delivered to the office on October 15th, but the bill is not received until November 1st. The bill is paid on November 15th.   The expenditure for the supplies is recorded when the supplies are received on October 15th. 

There is no gap between when the good or services is received and when the expenditure is recorded, as opposed to a 31 day gap for cash-based accounting.

The cash basis is easier because you can just check your bank account to see how much cash you have on hand. However, accrual accounting gives your organization the full picture of its financial condition: Even though cash has not been paid out, all of the costs have been identified and accounted for.  

Management then has a clear picture of all the costs associated with the program.  Use the button at the bottom to toggle between Cash and Accrual accounting
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	Cash-based and accrual accounting are similar in regards to income as they both record it when it is received.  However they are different in their handling of expenditures.  Expenditures are recorded sooner, when using accrual accounting. 
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	The advantage of using accrual accounting is that there is no gap between the time the organization receives goods and records the expenditures.  This gives the organization a better idea of its current resources and allows for better planning.
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	Grantees are not required to use an accrual accounting basis. However, they must report their expenditures to DOL using the accrual method. If cash-based accounting is used, grantees and subgrantees must use a linking spreadsheet or some other method to transform their financial information into the accrual basis for reporting. We will discuss how to do this in a later lesson. 

There are several reasons it is important that grantees/subgrantees report on an accrual basis.  Some of these reasons benefit DOL and some benefit the grantee/subgrantee.

Can you list some of the benefits to both DOL and grantee? 
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	DOL needs expenditure reporting on an accrual basis in order to have an accurate picture of how much is being spent by funding stream or program appropriation.  Without up-to-date data, DOL cannot gauge its budgetary needs nor report accurately to Congress.  To provide accurate data, it is critical that there are no gaps between services and goods being received and the expenditures reported as we learned in the previous slide.  This is why all DOL-funded programs are required to report on an accrual basis.

 

Accrual reporting is an important requirement at the organizational level as well.  For planning and budgeting purposes, accrual accounting provides entities with more reliable financial data during a given year.  Accrued expenditures provide a better picture of total grant expenditures while their exclusion gives an inaccurate picture of total expenditures for a given program.  Once again, it is beneficial to minimize the gap.

 

Of equal importance is the reporting of accrued expenditures for non-formula – or discretionary - awards with specific completion dates.  It then becomes especially critical that all expenditures associated with that award are captured and reported.  Without a methodology for ensuring all costs including accruals are reported, final reports may omit expenditures that may not be reimbursed after closure of the aw
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	Let's take a moment to review the information covered in the previous slides.  Answer the following questions.

Feedback.

Incorrect.  Sorry, that's not correct, try again.

 

Correct.  Correct, the answer is B.
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	The following regulations and official guidance will help guide you in implementing successful accounting practices. You can click directly on each post-it note on your screen to open the document or be directed to a website.  

They contain information regarding accrual accounting and financial accounting definitions for DOL reporting.
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	The Common Rule is the Office of Management and Budget (OMB) 2 CFR 215, which addresses various aspects of grant and contract administration including financial management, cash management, program income, procurement, and equipment management. 

OMB Circular A-102, also known as, “the Common Rule,” is a similar set of requirements for governmental organizations.

DOL has codified this “Rule” at 29 CFR 97 for States, local governments and Indian tribes and 29 CFR 95 for educational institutions, hospitals non-profits and for profit organizations.  These two regulatory cites are now the administrative requirements for DOL funded programs.    These rules are applicable  to all DOL programs and are the primary guidance on grant administration.   DOL grants for various programs will references these rules in their respective law and regulations.

Click on the Go See It button to take you to the site.
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	For the Workforce Investment Act (WIA) program, these requirements are referenced at 29 CFR 667.200(a) of the regulations.  This regulation requires all recipients and subrecipients of funds to follow the DOL Administrative Requirements.  All DOL awards require certification by the awardee that it will comply with the administrative requirements.  This certification should be passed down by awardees to their subrecipients and subcontractors.

Click on the Go See It button to take you to the site.
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	DOL has also published the One-Stop Comprehensive Financial Management Technical Assistance Guide which provides even more information on the subject of financial reporting requirements and recently published TEGL 28-10 to clarify definitions applicable to reporting.

Click on the Go See It button to take you to the site.
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	Welcome to lesson 2 of the Financial Accounting for Department of Labor (DOL) Training Program. 

Now that we have discussed the basis for why its important to report on an accrual basis and the underlying regulations, we need to understand the methodologies.  But before we can begin exploring the accrual accounting methodology, lets review various accounting terminology related to reporting.  Understanding these definitions will assist us as we move forward. 
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	These key terms are important to the federal reporting process.  We will cover these terms and their relationship to federal reporting. You will see these terms in directives, technical assistance guides and reporting instructions and should become familiar with their meanings.

Click on each item to learn more
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	The term “Federal Funds authorized” is used to represent the total amount of Federal funds obligated by DOL for use by a grantee.

This may be done through a formula allotment process or through an award amount determined in a competitive application process.

For example, DOL may award a grant to a recipient for $1,000,000.   DOL obligates or records that amount on its records and it is the amount of federal funds authorized for use by the recipient.   The Notice of Obligation (NOO) or Grant Award Document is sent to the recipient and will show the amount of $1,000,000 as the amount of the award and the amount of federal funds authorized or available for expenditure.
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	The definition for obligation is the amount of orders placed, contracts and subgrants awarded, goods and services received, and similar transactions during a given period that will require payment by the grantee during the same or a future period.  Recipients and subrecipients also obligate funds at their level. This definition is found in the Uniform Administrative Requirements applicable to all Federal grant programs.
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	So What is an obligation?  An obligation is a method used to track commitments of funds for contracts, and purchase orders, etc.  These commitments and similar transactions will require payment by the grantee during the same or a future period.

Notice that the term “obligated by DOL” was used when we spoke of the Notice of Obligation in previous definition.  This is how DOL obligates grant funding.  Grantee/subgrantees also obligate funds at the local level and may use similar documents.
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	Can you think of some examples of obligations?  After you've typed in a few examples select submit to see some or our examples.

Feedback:

These commitments are examples of obligations.  When an entity signs a contract, purchase order or an on-the-job training contract, it has obligated funds for that specific use.  

These signed documents are legal commitments and are the documentation for an obligation.   Note: the word “signed” is very important in creating an obligation. A verbal commitment or unsigned document does not support an obligation.
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	Let's take a moment to review the information covered in the previous slides.

Feedback.

Incorrect.  Sorry, that's not correct, try again.

2nd Incorrect:  No that is not correct.  The answer is A and C – this is both an obligation and an accrued expenditure as the service was received, but has not been paid for.

 

Correct.  That is correct, the answer is both A and C – this is both an obligation and an accrued expenditure as the service was received, but has not been paid for.
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	Feedback.

Incorrect.  Sorry, that's not correct, try again.

2nd Incorrect:  No that is not correct.  The answer is D - It does not become an obligation until both parties sign.

 

Correct.  That is correct, the answer is D - It does not become an obligation until both parties sign.
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	Let’s take a look at an example of an un-liquidated obligation. An organization has a contract for training services for $100,000. They have received services in the amount of $25,000.   That would leave $75,000 for which they have not received services. They have only reimbursed the contractor for the amount of services received.   The $75,000 represents the un-liquidated obligation.
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	Let's take a moment to review the information covered in the previous slides.

Feedback.

Incorrect.  Sorry, that's not correct, try again.

2nd Incorrect.  That's incorrect, the answer is B - It is recorded as an unliquidated obligation because as of September 30 the supplies have not yet been received

 

Correct.  The answer is B - It is recorded as an unliquidated obligation because as of September 30 the supplies have not yet been received.
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	Cash disbursement is not defined in the administrative requirement but it is an important term.   You will see the term used in the definition of accrued expenditures.  A cash disbursement is a payment of money.  Drawing down funds at the Federal level from HHS is a disbursement for ETA and issuance of a check to pay salaries an example  for a grantee.
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	A cash disbursement is just that—a disbursal of funds.   Common methods are issuance of a check or an electronic fund transfer and it can be for payment of goods and services or other authorized purposes, such as a travel advance.
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	Can you think of some examples of cash disbursement?  After you've typed in a few examples select submit to see some or our examples.

Feedback:

Exactly, examples of expenditures in a cash based reporting system are cash for goods, services, payroll, subcontractor invoices and other costs.  It is the transfer of funds from your organization to another entity or individual.
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	Another term you need to be familiar with is Expenditure.  Expenditures are charges made to a project or program. Expenditures may be reported on a cash or accrual basis. You may also hear the word Outlay used instead of expenditure.  The word outlay comes from the Uniform Administrative Requirements and means the same as expenditure.

Remember, ETA requires all expenditures to be reported on an accrual basis.
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	There are two kinds of expenditures—cash and  accrual.

Examples of expenditures in a cash based reporting system are cash for goods, services, payroll, subcontractor invoices and other costs.
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	Lets take a look at an example of an expenditure using cash basis. An organization has a disbursement of $100,000.   The expenditure consists of the total of direct costs for salaries and indirect costs totaling $50,000 plus reimbursements to subcontractors for already incurred expenditures that total $25,000 plus advances to subcontractors that total $25,000.  So a sum total of $100,000 in cash would have been disbursed.
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	The definition in the administrative requirements 29 CFR 97.3 is as follows:

Accrued expenditures are charges incurred during a given period requiring the provision of funds for:


Goods and property received;


Services of employees, contractors and other payees; and


Amounts owed for which there is no service or performance currently required.



	L2, Slide 19
	The  federal definition can be translated into the following:

Accrual accounting is a specific method for measuring an entity’s financial position and operating results.

Transactions are recorded in the account period where they occur – regardless of when income is received or disbursements take place.
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	Can you think of some examples of accrued expenditures?  After you've typed in a few examples select submit to see some or our examples.

Feedback:

Very good!  Some examples include Goods and property received means anything you have purchased such office supplies, office furniture, and equipment that you have received but you have not paid for.   The key is that the items have been received.

Services performed by employees, contractors, and other payees means that you have received the services of your employees, contractors, etc. but you have not yet paid these entities.   An example could be employee payroll, service providers, or consultants that have provided you with services but either have not yet billed you and you haven’t made a payment.

Amounts owed for which no current services or performance is required.  For example, this could be insurance premiums that are paid annually or one of most important examples under this category is the prepayment of tuition.   Generally costs may not be pre-paid using Federal funds; however, the WIA regulations specifically indicate that tuition payments may be made in advance of training.  Prepayment of tuition is a normal payment arrangement and, because it normally it cannot be reimbursed after a specified timeframe set by the institution, it is considered an accrued expenditure. 
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	Lets take a look at an example of an expenditure using the accrual basis.  An organization has an outlay of $100,000. The outlay consists of the total of direct costs for salaries and indirect costs totaling $25,000 plus reimbursements to subcontractors for already incurred expenditures that total $25,000 plus  accrued expenditures of $25,000 for equipment and supplies received but not yet paid, plus $25,000 for unpaid invoices from service providers.  So a sum total of $100,000 in expenditures would have been recorded.
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	Let's take a moment to review the information covered in the previous slides.

Feedback.

Incorrect.  Sorry, that's not correct, try again.

2nd Incorrect.  That's incorrect, the answer is C and D – the payment would be both an accrued expenditure and cash outlay.

 

Correct.  The answer is C and D – the payment would be both an accrued expenditure and cash outlay.
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	An encumbrance is the setting aside of funds in response to a commitment made by the organization for known future needs until those goods or services are received.   When they are received and then paid for the encumbrance becomes an expenditure.

The definition of an encumbrance is not found in the administrative requirements but you may see it written in financial information. It is often used to designate funds which are earmarked for a specific purpose such as future salaries or known training needs.   
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	An encumbrance is a way of tracking how much of the funds in a grant or appropriation have been committed in RFPs, ITAs, Individual Development Plans, rent, salaries, etc.  This commitment is demonstrated by physically setting aside funds to cover the future obligations.  However, these encumbrances do not rise to the level of an obligation and are not reported to the Federal government. 
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	You can find all the key terminology covered in Lesson 2 listed under “Definitions” at 29 CFR 95.2 and 29 CFR 97.3 of the administrative requirement.
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	Welcome to lesson 3 of the Financial Accounting for Department of Labor (DOL) Training Program. 

Now that we have discussed why we have to report on an accrual basis and learned the terminology used in federal reporting, let’s talk about how this methodology can be applied to common items of reported costs.
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	Let’s start with the purchase of office furniture as an example.  Suppose a purchase order has been issued to purchase the furniture.

Click on each item to see a different scenario.

In the first scenario, an order is placed (purchase order).  Delivery and payment are to be made in the future.  The furniture has not yet been delivered.   This would be considered an obligation because a purchase order has been executed but delivery of the furniture has not yet been received so there is no accrued expenditure. 
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	In the first scenario, an order is placed (purchase order).  Delivery and payment are to be made in the future.  The furniture has not yet been delivered.   This would be considered an obligation because a purchase order has been executed but delivery of the furniture has not yet been received so there is no accrued expenditure.   
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	In the second scenario the furniture has now been received but the invoice has not been paid.   There is now an obligation from the purchase order and an accrued expenditure once the furniture was delivered.
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	In the third scenario the furniture has been received, and the invoice has been paid.   There is now an obligation generated by the purchase order, an accrued expenditure because the office furniture has been received and an outlay because a cash disbursement has been made. 

The next group of slides will discuss in more detail the nature of & criteria for recording obligations and accrued expenditures for specific transactions.  Much of what we discuss applies to the Federal laws and rules for Federal agencies record transactions, however the same criteria flows down to grantees and subgrantees under the terms & conditions of their grant awards.
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	Payment of costs in advance of receipts and services is generally prohibited for Federal funds.  However, GAO’s Principles of Federal Appropriations Law discusses EXCEPTIONS to the statutory provision prohibiting advance payments.  Unless a given situation falls within an existing exception, the statutory prohibition will apply.

These exceptions include subscriptions and insurance where the industry standard is to pay in advance.

Tuition costs which are very common in DOL programs may be paid in advance (at the time of enrollment) if required by the educational institution.  

Advance payment of costs should not be confused with providing cash advances to grantees and subgrantees.  Cash advances are specifically authorized by the Uniform Administrative Requirements in accordance with cash management requirements.  
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	When industry standards require advanced payments, an accrued expenditure and obligation may be recorded simultaneously even though the service is realized during the course of the year.  



	L3, Slide 9
	A specific kind of advance payment in DOL programs are tuition costs.  These costs are often paid through the use of an Individual Training Account (ITA).

Click on each image to learn more.
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	As defined, the issuance of an Individual Training Account (ITA) itself does not constitute a contractual obligation.  The ITA is merely an “authorization” for the person specified to participate in training or an agreement between the participant and the case manager outlining the extent of training.

ITAs may also contain authorization for training related charges such as books, transportation, or other costs.  The amount obligated and when the accrued expenditure occur will depend on the type of cost represented in the ITA.    What is important to remember here is that the development and signing of an ITA do not represent an obligation of funds.
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	The obligation is not incurred or recorded until the participant has actually registered in the training program or begins class. 



	L3, Slide 12
	The accrued expenditure for tuition is recognized when the tuition is due and payable or when the period for a full or partial refund has passed regardless of whether or not the participant completes the training course. 

The determination of when the cost is an accrued expenditure depends on the training institution’s payment policy, including any refund policy. 
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	The payment policy of the specific training institution impacts when the obligation and the accrued expenditure for tuition costs are recorded.

There are different points in time when educational institutions require payment and these conditions will impact when the expenditure is recorded as an obligation, disbursement and an accrued expenditure.

The simplest way to remember this is:  If payment is made in advance, the obligation, cash disbursement and accrued expenditure are recorded at that time.  If payment is required upon invoicing, the obligation is recorded at the time of enrollment, but the disbursement and accrued expenditure are taken when service is received. 
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	Let us look at some scenarios of when to obligate and accrue costs related to tuition contracts:

If the participant is registered and enrolled in August for a course of study that covers September through January, the cost of tuition is recorded as an obligation at the time of enrollment.

Now for determining the appropriate recording of the accrued expenditure, let’s look at various payment points.  Click on each scenario to see the result.



	L3, Slide 15
	If prepayment is made at the time of registration, the entire amount is treated as an accrued expenditure and cash disbursement at the time the payment is made.
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	If full payment is due and paid during the month of September, then the entire amount is treated as an accrued expenditure and cash disbursement and reported as such on the September quarterly report. 



	L3, Slide 17
	If full payment is made during the third month (November), the September report will reflect a one-month accrual (with the remaining 4/5 as the Unliquidated obligation) because we have obligated the entire amount when the participant was enrolled and one month of that obligation was liquidated in September.   The remaining amount is yet to be liquidated through training for the remaining four months.  



	L3, Slide 18
	If full payment is made in the final month of January, accrued costs should be prorated for the previous two quarterly reports of September and December and all of the costs would be recorded as accrued expenditures in January and reported on the March cumulative report.
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	Now for the last scenario.   Let us say that no payment was made during the period that training was received and that the educational institution invoiced 3 or more months after completion of training.   Payment at that late date does not change any of the reporting.   The costs accrued at the time the services were received whether or not payment was made.   The only change would be the reporting of the cash disbursement at the time payment was made.   

Now, what effect do school refund policies have on accrual reporting of tuition.

If the institution has a policy that there is no refund after registration, even if the student does not complete training, then all costs are accrued in the September report. If at that time payment is also made, then a disbursement is also reported.

If the institution has a refund policy then all costs are accrued in the September report. If at that time payment is also made, then a disbursement is also reported.  If a refund is received at a later date, the refund is treated as a credit—a reduction in costs to the program.
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	Let us look at some scenarios of when to obligate and accrue costs related to tuition contracts:

In this example, Marty is registering in February for a computer class that starts in March and ends in July.  The schools policy is that full payment is required when enrolling for the class

If the school’s policy is to provide prepayment at registration, then how should you record your accrued expenditure?

Drag the obligation, accrued, and distribution to the correct place on the calendar. 
Answer: The entire amount is treated as an obligation, accrued expenditure and cash outlay at the time the payment is made.

When payment is made in February, record the entire tuition as the obligation, accrued expenditure and disbursement.

For Q2, report the full obligation, accrued expenditure and cash outlay.
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	In this scenario, Marty is registering in February for a computer class that starts in March and ends in July.  The schools policy is that you make the full payment during the third month of instruction.  

How should you record your accrued expenditure?  

Explanation: The March report will reflect a one-month accrual (with the remaining 4/5 as the unliquidated obligation), because we have obligated the entire amount when the participant was registered and one month of that obligation was liquidated in March. The remaining is yet to be liquidated through the class for the remaining 4 months. 

 The entire amount is treated as an accrued expenditure and cash outlay and reported as such on the May quarterly report (Q3).  

For Reporting purposes

For Q2, report the entire tuition as an obligation and 1/5 of it as an accrued expenditure 

For Q3, report the entire tuition as an accrued expenditure and cash outlay. 
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	Let's take a moment to review the information covered in the previous slides.

Feedback.

Incorrect.  Sorry, that's not correct, try again.

2nd Incorrect:  No that is not correct.  The answer is C - Report the obligation at enrollment and the outlay and accrual at the end of the first quarter

 

Correct.  That is correct, the answer is C - Report the obligation at enrollment and the outlay and accrual at the end of the first quarter.
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	Now let’s talk about other examples of accrued expenditures:

Salaries of employees, including related items that flow from those salary entitlements (e.g., retirement fund contributions, etc.), are obligations at the time the salaries are earned, that is, when the services are rendered. 

They are also recorded as accrued expenditures.   The salaries have been earned and the services rendered even though payment may not yet have been made.  

They are simultaneously recorded as obligations and accrued expenditures.

They are reported as disbursement when payment is made for those salaries.
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	An organization that uses the “funded” method records the leave when it is earned.  It then draws the funds associated with the earned leave and deposits those funds in a leave or escrow account.  The deposits must be made in an account that is specifically dedicated to earned leave and the process for deposit and cash drawn from that account for vacation payouts must be documented.   The cash may not be used for any other purpose but to pay leave accruals

An organization that uses the “unfunded” method pays for leave when it is actually taken, not earned.  The payment is recorded as an expenditure at that time.  This type of leave is often known as “work or duty status” leave and is often used in governmental organizations.
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	Lets take a look how these methods are recorded in an accrual accounting process.

When an organization uses the funded method, leave is simultaneously recorded as an obligation and accrued expenditure in the books of account at the time it is earned not when it is taken.  The cash disbursement is made when the funds are transferred to the escrow account.
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	“Unfunded” leave is initially be recorded as an obligation, an accrued expenditure, and a cash disbursement against the books of account current at the time the leave is taken. 

Unfunded leave is a potential liability for the organization but not an obligation until the earned leave is actually taken. So as a quick review, remember that the cost of “unfunded” annual leave is recorded at the time the leave is taken, whereas the cost of “funded” annual leave is recorded at the time the leave is earned. 
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	Let's take a moment to review the information covered in the previous slides.

Feedback.

Incorrect.  Sorry, that's not correct, try again.

2nd Incorrect:  No that is not correct.  The answer is A – Obligation and accrued expenditure when leave was taken.  

 

Correct.  That is correct.  The answer is A – Obligation and accrued expenditure when leave was taken.  
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	Travel expenses have been the subject of many Comptroller General decisions:

Keep in mind - The issuance of a travel order does not constitute a contractual obligation; The travel order is merely an “authorization” for the person specified to travel.  Travel authorizations can be counted as encumbrances to help organizations track. 

The obligation is not recorded until the travel is actually performed or until a ticket is purchased, provided the travel is to be performed in the same fiscal year the ticket was purchased. 

The accrued expenditure is recorded simultaneously with the recording of the obligation. 

In addition, the obligation is charged to the grant current at the time the travel is performed and/or the ticket is purchased.
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	Let's take a moment to review the information covered in the previous slides.

Feedback.

Incorrect.  Sorry, that's not correct, try again.

2nd Incorrect:  No that is not correct.  The answer is C – No obligation or accrual recorded at this time. 

 

Correct.  That is correct.  The answer is C – No obligation or accrual recorded at this time. 
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	When recording a lease agreement, the cost treated as follows:

At the time the lease is signed, if the agreement contains a condition for payment of a penalty if there is early termination, that amount, plus one month rent, is recorded as the obligation.

As each month passes, the space occupied and the proportionate share of the total cost of the lease is recorded as an accrued expenditure.

Each month the lease amount may be paid at the beginning of the month and would constitute an accrued expenditure.
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	Let's take a moment to review the information covered in the previous slides.

Feedback.

Incorrect.  Sorry, that's not correct, try again.

2nd Incorrect:  No that is not correct.  The answer is B – the $25,000 would be an unliquidated obligation.

 

Correct.  That is correct.  The answer is B – the $25,000 would be an unliquidated obligation.
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	We have reviewed how an organization can apply the accrual basis methodology to common items of reported costs.  For more complete information please refer to the following regulations and official guidance which will help guide you in implementing successful accounting practices. You can click directly on each post-it note on your screen to open the document or be directed to a website.  

You can click directly on each post-it note on your screen to open the document or be directed to a website.
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	The Uniform Administrative Requirements are known as “the Common Rule”.   The Common Rule is the Office of Management and Budget (OMB) 2 CFR 215, which addresses various aspects of grant and contract administration including financial management, cash management, program income, procurement, and equipment management.  

DOL has codified this “Rule” at 29 CFR 97 for States, local governments and Indian tribes and 29 CFR 95 for educational institutions, hospitals non-profits and for profit organizations.  These two regulatory cites are now the administrative requirements for DOL funded programs.    These rules are applicable  to all DOL programs and are the primary guidance on grant administration.   DOL grants for various programs will references these rules in their respective law and regulations.

Click the Go See It button to take you to the site.
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	For the Workforce Investment Act (WIA) program, these requirements are referenced at 29 CFR 667.200(a) of the regulations.  This regulation requires all recipients and subrecipients of funds to follow the DOL Administrative Requirements.  All DOL awards require certification by the awardee that it will comply with the administrative requirements.  This certification should be passed down by awardees to their subrecipients and subcontractors.

Click on the Go See It button to take you to the site.
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	DOL has also published the One-Stop Comprehensive Financial Management Technical Assistance Guide which provides even more information on the subject of financial reporting requirements and recently published TEGL 28-10 to clarify definitions applicable to reporting

Click on the Go See It button to take you to the site.



	
	

	L4, Slide 2
	Welcome to lesson 4 of the Financial Accounting for Department of Labor (DOL) Training Program. 

Now that we have finished reviewing what accrual accounting is, key terms used and examples of common cost items, we need to discuss how to meet Federal reporting requirements.

Grantees of Federal funds can record transactions on a cash basis, but are required to report on accrual.  The following lesson is designed for organizations who do not have accrual accounting systems and need to develop procedures for capturing and documenting accruals for reporting purposes. 

We will review the methods used so that reported costs are traceable (during  monitoring or an audit) to the official accounting records and original source documentation.  
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	There are two basic approaches for creating these linkages between cash and accrual accounting:

Linking Spreadsheet approach. In this approach the grantees and subgrantees use cash basis accounting and they must maintain a set of “linking records”, typically accrual spreadsheets so that the reported costs are traceable (during monitoring or auditing) to the official accounting records and original source documentation.  

The Simplified approach is a system in which all report data is compiled at the end of each reporting period instead of recording each transaction as they occur which is done in the “linking spreadsheet” methodology.  This approach is not as comprehensive as the “linking spreadsheet” approach, but it does satisfy the Uniform Administrative Requirements that costs reported in the DOL financial report must be traceable back to the accounting records and the detailed supporting documentation.  This method may or may not be an electronic system.

We will discuss each approach or methodology, in turn. 
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	When an “obligation” requiring future delivery is incurred, the transaction documentation (e.g., contract, purchase order, etc.) is placed in the Unliquidated Obligations/ Undelivered Orders column.  If the goods or services are actually received but not paid for at the time the “obligation” takes place, the transaction is recorded in the Accrued Expenditures-Unpaid column. If the “obligation” results from a simple cash purchase and receipt of service or goods (e.g. a purchase of copy paper at the local supply store), it is documented directly in the Accrued Expenditures-Paid column.

 

When the goods or services to be received by the grantee at some future point in time are finally received, the original obligation is removed from the Unliquidated Obligations/Undelivered Orders column and transferred to the Accrued Expenditures-Unpaid column NOTE: You may not have received any documentation at the time goods/services were received.  If this happens, grantee must still record the accrued expenditure based on the best estimate available.  That estimate will be adjusted to “actual” cost when this information becomes known.

 

When the “obligation” is finally paid, the documentation is moved from the Accrued Expenditures-Unpaid column and placed in the Accrued Expenditure-Paid/Disbursements column.  Again, it is possible that the amount paid may be less than the invoice because of discounts taken, etc.

 

At the end of each quarter (or month if monthly reporting is required), the subgrantee uses the total dollar amount of transactions remaining in each column to arrive at the dollar amounts to be reported, as follows:
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	The following is an example of how you would handle an office supply purchase.  

The grantee received a grant for $1 million dollars, they ordered a desk costing $800 and a computer costing $1600.00.  Those obligations are shown in column 2.  When the desk and computer are received the amounts are deducted from the Unliquidated Obligations column and added to the Accrued Expenditures Column  – as the service has been received not paid.  When the invoices are eventually paid, the amounts are deducted from the Accrued Expenditures – Unpaid column and added to the Accrued Expenditures – Paid (column #4).

Note that the Total Federal Obligations equal Accrued Expenditures-Unpaid plus Accrued Expenditure –Paid (Technically called Federal Share of Accrued Expenditures) plus Unliquidated Obligations.  
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	What are the advantages of the “spreadsheet” approach? 

See if you can list a couple?

Feedback:

Advantages are:

Provides a detailed cumulative history (an audit trail) of the flow of all transactions through the entire process.  Grantees are required by the “Uniform Administrative Requirements,” to maintain their financial records in sufficient detail to permit the tracing of costs reported in the DOL Financial Report back to the detailed supporting documentation.

Eliminates the need for manual calculation at the end of a reporting period because the computer spreadsheet takes care of the totals for you. 

Reduces the possibility of error by keeping manual records.
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	Now let’s walk through a few scenarios for linking a cash disbursement system to an accrual reporting process.   

Click on the scenario button to review case and then drag and drop the appropriate numbers to the blanks in the spreadsheet.
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	Feedback:

Salaries of employees, including related items that flow from those salary entitlements (e.g., retirement fund contributions, etc.), are obligations at the time the salaries are earned, that is, when the services are rendered. 

 

In the case of salaries of employees (and all related costs that flow from the salary costs), the obligation is also recorded as an accrued expenditure as there are no un-liquidated obligations. As you can see with the second pay period, even though the payroll was not paid out in the month of September, it is still reported as a Federal Share of Accrued Expenditures and accrued expenditure.  
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	Sub-contract costs are recorded as obligations at the time the contract is executed. However, the accrued expenditures are to be recorded as the services are received. This may require that transactions are recorded based on estimated expenditures at the end of the period when services are rendered if no invoice is available. An adjusted entry is required when the invoice arrives to change the estimate to actual costs.  
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	In this scenario, the grantee has budgeted $10,000 for the training slots at an educational institution at $1000 per trainee.  The first transaction would be the obligation of $3000 for three participants.  There is no obligation of funds when the participants express interest in the training and the information is recorded in their case files.   The obligation is recorded when the participants register.   And—only three of the four registered for the training.  As we have previously discussed, the full amount is recorded as an accrual at the time of registration.  An adjustment is made to the accrued expenditure of $3000 when it is discovered that one of the participants had dropped in the first week of training (September 22).  Therefore, at the end of the quarter, although the invoice was not received or paid until October, the amount recorded as an accrued expenditure and reported on the quarterly report is the full tuition for two participants of $2000 and the drop out penalty for the third participant of $300 for a total of $2300.  The $700.00 also will need to be added back to un-liquidated obligations to account for the refund of tuition. 
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	“Cash-basis” grantees may also use a “simplified” system in which all report data is COMPLILED AT THE END OF EACH REPORTING PERIOD instead of recording each transaction in the “linking spreadsheets” as they occur.  However, it is important to understand that the amounts reported during each reporting period must be adequately documented and traceable to both the accounting system and the detailed source documentation during monitoring or auditing by DOL.  

 Cumulative disbursements for expenditures (accrued expenditures-paid) should be obtained from the general ledger for each funding stream as of the last day of the reporting period.

 Compile a detailed listing of all outstanding accounts payable transactions, indirect costs incurred, and other amounts becoming owed for which no current services or performance is required (accrued expenditures-unpaid) for each funding stream.

Compile a  detailed listing  of all undelivered orders (unliquidated obligations) as of the last day of the reporting period for each funding stream.

Where estimates are used for accruals, the basis for the estimates must be documented.  For example:  “based on prior period expenditures.”
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	You have taken part in our tutorial designed to help you, the grantee better understand accrual accounting and reporting, how it works and why it’s important.  To summarize what we have learned in this tutorial:

We have learned the purpose of accrual accounting and reporting.  We reviewed what it is and the advantages to using it.  

Next we took an in-depth look at the definitions of key terms used in accrual accounting and reporting and reviewed examples using these terms.  

We then reviewed how an organization can apply the accrual basis methodology to common items of reported costs and lastly, how organizations that use a cash basis system can use the linking method to report accrued expenditures to adhere to DOL standards and access all the benefits of using an accrual basis. 

Thank you for participating in Department of Labor Training Programs.  



	
	

	
	

	
	


