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O-10-00 BACKGROUND AND PURPOSE

The Budget and Accounting Procedures Act of 1950 places on the

head of each agency the responsibility for establishing and

mai ntai ning adequate systens of accounting and internal

control which conformto the principles, standards, and

rSteI?ted requirements of the Conptroller General of the United
at es.

Wthin the Departnment, each of the Operating Division's
accounting systems and that of the Ofice of the Secretary and
the Regions are considered a separate system within the
overall design of the standard Departnmental Accounting System
prescribed in this manual. This manual incorporates the
principles, standards, and related requirenents of the
Comptroller General, the Ofice of Mmnagement and Budget, and
the Departnent of Treasur% with supplenents to give them
specific meaning within this Departnent. Departnental

requi rements which build upon the Governnent-w de Standard
Ceneral Ledger and a uniform code structure are included to
insure uniform definition and conpatible data, thus
facilitating rapid summarization of data and interchange
between the accounting systens and the central control

agenci es.

0-10-10 SCCPE

The Departnmental Accounting Mnual is designed primarily for
use by systens and operating accountants and others who are
responsi ble for the accounting and financial reporting
operations of the various conponents of the Departnent. In
addition to the principles, standards, and other requirenents
prescribed by the Conptroller Ceneral, the manual gives effect
to the provisions of a nunber of regulations and instructions
i ssued by the Treasury Departnent, the Ofice of Minagenent
and Budget, and other control agencies. Generally, if
subjects are adequately covered in control agencies procedural
manual s, and there is no need for Department supplenentation,
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they will not be repeated verbatimin this nmanual. Pr oper
references will be made when there is a need to refer to the
original text.

Conpl enentary procedures and instructions in various other
manual s are (1) procedures relating to the admnistrative
audit and certification of vouchers contained in the Voucher
Audit Manual, (2) CProcedures relating to naintenance of
subsidiary detailed property records and board-of-survey
action contained in the Personal Property Mnagenment Manual
and the Real Property Mnagenent Manual, (3) internal
procedures relating to the centralized payroll operations, and
(4) instructions relating to the naintenance of time and |eave
accounts contained in the Time and Leave Accounts Mnual.

O 10- 20 APPLI CABI LI TY

The material in this Miwnual is applicable in all parts of the
Department unl ess otherwise specified. Al of the accounting
systems of HHS are subject to review by the audit community,
i.e., the Conptroller General and the Inspector General. The
Federal Managers' Financial Integrity Act of 1982 requires
that the Secretary of HHS provide an annual report to the
President of the United States and the Congress that the
accounting systems of the Departnent are in conpliance wth
the princi Ellees and standards Igire_sc_ribed by the Conptroller
Ceneral . ads of QOperating Divisions and the Ofice of the
Secretary are required to provide their annual statenents to
the Secretary through the Ofice of the Deputy Assistant
Secretary, Finances (DASF). The DASF reviews the statenment
and, in cooperation with the Ofice of the Inspector General,
prepares the Department's annual report for the Secretary's
si gnature.

0O 10-30  AUTHORITY FOR | SSUANCE
Chapter AWMN of the Organization Mnual.

Dennis J. Fischer
Deputy Assistant Secretary,
Fi nance
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10 Revision and Mintenance of the Mnual
20 Distribution of the Manual

0-20-00 DEVELOPMENT AND ORGANIZATION OF THE MANUAL

The Departnental Accounting Munual is a conponent of the HHS
Staff Manual System and has been devel oped by the Ofice of
the Deputy Assistant Secretary, Finance. The manual
establishes a Departnent-w de standard accounting system for
I npl enentation in accounting systens at operating divisions,
agencies, regions and the office of the Secretary. Each
operating conponent w Il supplement this manual with an
operating instruction manual which will be consonant with the
requirenents of this manual. Wien the operating conponent's
Fi nanci al Managenent O ficer sees a need to supplenment or
modi fy the standards prescribed for Department-w de use, the
proposal will be sent to the Deputy Assistant Secretary,
Finance for consideration of anmending the nanual. All
operating conponent manuals wll be reviewed and approved by
the Ofice of the Assistant Secretary, Managenent and Bud?et
and subsequently by the Oon'f)_troller General . The Table o
Contents, Chapter O30, outlines the detailed organization of
the manual. Exhibits and Appendixes will be used as the neans
for issuing prescribed uniform accounting codes, record
formats, and account structures.

0-20-10 REVISION AND MNAINTENANCE or THE MANUAL

New or revised chapter naterial and circulars wll be
forwarded under transmttal notices. Each notice wll be
dated and issued in nunerical order. The notice wll specify
the material transmtted, material superseded (if any), reason
for issuance, filing instructions, and distribution.”~ Mnual
Crculars wll be utilized only for the issuance of naterial
which is linted in scope or tenporary in nature. The "Check
List of Transmttal Notices" will be used to record the
receilpt of material and will be filed in the back of the
manual .
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In general, manual nmaterial is filed in nunerical order.
Exhibits are assi%ned the same number as the chapter involved
and are suffixed by an alpha to allow filing with the
pertinent chapter. Appendixes and Manual CGrculars wll be
serially nunbered and filed separately at the end of the

manual .~ The nunbering system of the mnual is:
Part LI [ 3 ] ] [ ] [ L] [} [} ) [ * ] ] [ L] . . . o 1
Cha.pt er ¢ - ¢ o 8 9 . . . - . 8 = . . . [] I'OO
Se Cvf\-ia-Qf':‘nl e« o . . ° . 5 ¢ & o @ . e 8 . . . o l- OO- 10
Paragraph ¢ e 4 e s o s o & s« s ¢ 2 1-00-10A
Subparagraph ¢+ ¢ » o . . s 4+ . <« s o+ o 1-00-10A.1

The effective date of manual material is the date of the
TLansmttaI Notice unless a specific date is incorporated in
the text.

0-20-20 DI STRIBUTION OF THE MANUAL

The Departmental Accounting Manual is distributed on the

"M5. HRFC-101" mailing list. Distribution is specified on the
first page of each transmittal notice. Request for additional
manual s or updates to the manual should be directed to your
conponent's Directives Distribution Coordinator.
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Material transnmitted

Chapter 0 30 Table of Contents, pages |-2
Chapter [-70 Rei mbursable Accounting,, pages 1-4
Exhibit 1-70-A Budgetary Conceptual Franmework, page 1
Exhibit 1-70-B Proforma Reinbursable Transactions;
Trial Balances and C osing Transactions;
and SF-133 Report, pages |-8 "
Chapter 4-20 General Ledger Accounts and Records, pages f-6
Exhibit 4-20-A Ceneral Ledger Accounts and Records, pages 9-12
Exhibit 4-40-A 'Accounting Entries and Transactions Codes,
pages 7-10, 15-18
Chapter 4-50 hject Cass Codes, pages 63-64

Materi al superseded

Chapter 030 (pages 1- 2. . 98.5
Chapter 4-20 {page 6 . 98.6
‘Exhibit 4-20-A  (pages 9-12 - 99.3)
Exhibit 4-40 (pages 7~ 8 - 99.3)

?pages 9-10, 15-16, 18 : 98.41
Chapter 4-50 page 63 - 98.4)
Background

Duriﬂg the past year the USSGL Board has approved numerous chan?es in
~the US Chart of Accounts thatrequire changes to our HES genera

| edger accounts and the acconpanying accounting entries and

transaction codes, as well as a few changes in our sub-object
classification codes. The attachment to this transmttal details each. .
addi tion, nodification and deletion to HHS seLs, TCs and sub-object. -
class codes. This is the third of a series of changes t0 bring the %
HHS general |edger into, conformance with the USSGL. The changes in'
this transmittal deal exclusively w th Rei nbursable Accounti ng and
were previously isSsued in draftform by meno dated August 4, 1999.

In addition to the revisions, additions and deletions t0 SGL accounts
and transaction codes, a new chapter [-70, Reinbursable Accounting,
has been developed (including a case 'study) to assist the oOPDIVs in
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mai ntai ning a uni formmethod of accounting and reporti ng throughout
the Department. The 'titles for SG accounts 4800 and 4900 on page

of Chapter 4-20 have been updated and Chapter O 30, Tabl e of Contents,
has been revised to reflect new chapter |-70.

Filing Instructions

Place’the New material in the appropriated section. PostTeceipt of
this transmttal to the HHS Checklist of Transmittals and file this
transmtted in sequential order after,the checklist.

Z

~ George’H. -Strader . _
Deputy Assistant Secretary, Finance
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Mat eri al transnmtted

Chapter O30 Table of Contents, pages 1-2

Chapter 5-20 HHS Annual Financial Report, pages 1-10

Exhibit 5-20-A HHS Reporting Entities, page 1

Exhibit 5-20-B Key Mlestones for Preparation and Audit of
Financial Statenents, pages 1-§

Exhibit 5-20-C Financial Statement Formats and Crosswal ks

totaling 92 pages %i ncl udes exhibits C and
€.1-C.27;, each exhibit and applicable
crosswal k begins with page 1)

Exhibit 5-20-D Notes to the Financial Statements, page |-22
Material  superseded

Chapter 030 éPages 1-2 © 99.5

Chapter 5-20 pages |-7 : 95.4

Exhi bit 5-20A (page 1 ¢ 95. 4;

Exhi bit 5-20B (pages 1-12 : 95.4

Backaround

Chapter 030, Table of Contents, has been revised to reflect the new
title for Chapter 5-20. The chapter and its exhibits are being wholly
reissued. The chapter guidance and financial statement formats
conform to OVB Bulletin No. 97-01 and the technical anmendnents
applicable for FY 1999 financial statement reporting.  The SG
crosswal ks conform to Section V of Transmttal 82 99-01 of the
Treasury Fiscal Mnual (TEM).

These instructions are applicable for FY 1999 standard external
reporting.

Fitira |l nstructions

Place the new material in the appropriate section. Post receipt of
this transmttal to the HHS Checklist of Transmttals and file this
transmtted in sequential order after;the checklist.

/I
“George/ H. Strader 4
Deputy Assistant Secretary, Finance
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4221
4222
4251

4252

‘4000

4450
4590

4800
4801
4802
4870
4872

4872

4880

4881

4882

4971

4972

4981

4982

STAKDARD GENERAL LEDGER (SGL) CHANGES

New SGLS

Unfilled Customer Oders Wthout Advance

*Unfilled Customer Orders Wth Advance

Rei mbur sements and Ot her Income Earned -

Receivabl e

Rei mbur sements and Cther |ncone Earned =

Col | ect ed

Modified SGLs

Establ i sh
Est abl i sh

Est abl i sh
Est abl i sh

new Posting
new Posting

new Posting

new Posting

(Note: serL Modifications have no impaet on
DAM Exhibit 4-20-A unl ess the T¢ titl e changes.)

Budget ary

Unapporti oned AuthoritY
Apportionnents Unavailable -
Anti ci pat ed Resources”

Unexpended bl igations _
Unexpended Obligations - Unpaid
Unexpended Obligations - Prepaid/
Advanced

Downward  Adj ustnments of Prior-Year
Unexpended ol i gations"

Downwar d Adj ust ments of Prior- Year
Unpaid  Unexpended Cbligations

Downward  Adjustments of  Prior-Year
Prepai d/ Advanced  Unexpended  Cbligations
Ref unds Col | ect ed

Upward Adjustnents of Prior-Year
Unexpended  oligations

Upwar d Adj ustnents of Pri or- Year

Unpaid Unexpended bligations

Upward Adjustnents of Prior-Year
Prepai d/ Advanced  Unexpended  Obligations
Downwar d Adjustments of Pri or - Year
Unpai d Expended Authority

Downward  Adj ustments of Prior-Year Paid
Unexpended Authority Refunds Collected
Upwar d Adj ustments of Prior-Year
Unpai d Unexpended Authority

Upward Adjustments of Prior-Year  Paid
Unexpended Aut hority

Added su

b-accounts 4221

Page 1

Account
Account

Account

Account

4251, 4252 and deleted 4220

4240, 42
Account

Account
Account
Account
Account
Account

Account

Account
Account
Account
Account
Account
Account

Account

Account

50, 4255
tile updated

title updated
title updated
title updated
title updated

title updated

title updated

title updated
title updated
title updated
title updated

title updated -

title updated
title updated
tftle updated

4222,

eond

Jﬁmkjﬁﬂﬁﬁﬁﬁl

C . .
© S s O 2 .
:‘”ﬂ".i\‘&’ﬁ'.k'lu“"\‘b\'- RSt e T TSN
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4220
4230
4240
4250
4255

185
336

006

007

050
053

055
080,

089,
091,

130

132

134

STANDARD GENERAL LEDGER (SGL) CHANGES (CONTINURD)

Del et ed Sots
Rei mbur sabl e Orders Accept ed . Repl aced by 4221 & 4222
Unfilled Custoner Orders = Unobligated Repl aced' by 4221 & 4222
unfilled customer Orders « Obligated Repl aced by 4221 & 4222
Rei mbur sements and Other | ncome Earned Repl aced by 4251 & 4252
Revolving Pund Earned Revenue,' Not Uaed

TRANSACTI| ONCODE (rc) CBANGES
New Tes

Return Advance when Cost of Reinbursable order is [ess than advance
Records Amount of Reinbursabl e Expense Incurred to Rei nbursenents Earned
and distributes costs tounfilled orders

Modified T€s
(Note: TC Modificatioms have no impact on
DAK Exhibit 4-40-A unless the ¢ title changes.)

Del eted note pending update on |oan prograns; also deleted sp* from
SGL' 4450. _ _ _ _ _

Changed the credit entry in "Unapportioned Authority - Available"

from 4512 (Apfort i onment Available for Distribution « Subsequent
Quarters) to 4590 (Apportionments Unavailable = Anticipated Resources).
Del et ed conponent entries forr €i mbur sabl e transactions: 4250/4230,
4240/4230 and 1314/5200

Del eted conponent entries forrei mbursabl e transactions: 4250/4240,
4250/4230, 4240/4230 and 1314/5200

Deleted B entry (4210/4240). _
081, 084, 090, 098, 181: Deleted conponent entry for reinmbursable

transactions: 4250/4240 and 1314/5200. , _

190, 236: Deleted component entries for reinbursable transactions:
4250/4230 and 1314//5100/5200.

095, 191: Deleted conponent entries for reinbursable transactions':
4250/4240, 4230/4240, 4240/4230 and 1314/5100/5200. _
Changed th
was financed by an advance" and also deleted conponent emtryC

(4250/4230) .
Changed the Pescription to *torecor d reimbursable revenue earned t hat
was not financed by an advance and requires billing* and also deleted

conponent entry B {4250/4230). . .
Changed the Description to ®to record reinbursable revenue -earned that

was not financed by an advance, but not yet ready to be billed” and al so
del eted conponent entry B (4250/4230); al so nodified the note regarding
reversal of T¢ 132

-

e Description to %o record reinbursabl e revenue earned that: :

.
] S

. el e,
LR LTSI N SO
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192
238

310

311,

TRANSACTION CODB (T¢) CHANGES (CONTINUED)
dif ied Tcs (continued

Del eted conponent &ries for reinbursable transactions: 4230/4250,

4250/4230, 5200/1314 and 1314/5200. _ _
Changed the Description to 'received advance for Consolidated Working

Fund, Management and Revol ving Funds, and direct appropriations for

Rei nbur sabl e orders” and added 030-399 to the Fund Group col um.

Changed the accounting entries for the Acceptance of Rei nbursable Orders
from 4230/4220 to 4221 and4222/4210 anda conponent entry 4580/4512.

Del et ed Tcs

312, 402: Regarding 402, and increases or decreases in 4210,
Anti ci pated Rei nbur sement , should be made by TC 310.

Object class (0C) changes

New Obdect classes

61.75 Advance « Unfilled Customer Orders
61.7K No Advance = Unfilled Custoner Orders

e it « AP
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Mat eri al transmtted

Exhibit 4-20-A uHS Standard Ceneral Ledger Chart of Accounts,

pages 7-16
Exhibit 4-40-A Accounting Entries and Transaction Codes, pages 1-12
Chapter 5-65 Standard Form 132, Apportionnment and Reapportionnment

Schedul e, pages 1-3

Exhibit 5-65-A Standard Form 132 Crosswal k, pages 1-3
Exhibit 5-65-B Conceptual Budgetary Framework, page 1
Exhibit 5-65-C Proforma SF 132 Scenario, page 1

Exhibit 5-65-D Scenario Transactions, pages |-5

Exhibit 5-65-E Scenario Preclosing Trial Balance, page 1
Exhibit 5-65-F Scenario Standard Form 132, pages |-3

Mat eri al super seded

Exhibit 4-20-A (page 8 99.3)
(pages 9 - 12 99.5)
(pages 13 - 15 99.4)
Exhibit 4-40-A  (pages 2 - 5 98.4)
(pages 6 & 11 99.3)
(Pages 7 - 10 99.5)

Background

Over the past few years numerous changes have been made to the US
Standard General Ledger (8GL) Chart of Accounts which necessitate
changes to our BBS SGL accounts and related transaction codes (TCs) .
These changes are effective for Fy 2000. These changes affect the
transactions needed to produce the Standard Form 132, Apportionnent
and Reapportionnent Schedule, the SF 133, Report on Budget Execution,
and the Statenment of Budgetary Resources.

This transmttal includes new Chapter 5-65, Standard Form 132,
Apportionnent and Reapportionment Schedule; and revisions to Exhibits
4-20-A and 4-40-B. Also included as an attachment to this transmttal
is a listing of Standard General Ledger (SG) and Transaction Code
(TC) changes.



HHS TRANSM TTAL 99.6 Page 1
Departmental Accounting Manual
| ssue Date: 12/20/99

These changes and the new chapter were previously issued in draft form
by menos dated August 24 and Decenber 16, 1999.  Please note that nost
of the Exhibit 4-20-A and 4-40-B page changes are due to changes in
page break resulting from insertion of new SG accounts and TCs.

#iling |l Nstructi ons

Place the new material in the appropriate section. Post receipt of
this transmttal to the HHS Checklist of Transmttals and file this
transmitted i n sequential order after the checklist.

4 <r1?7%?ééﬁ_—'“““\~ :
X/V/l/b&

George/H. Strader
Deputy Assistant Secretary, Finance
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STANDARD GENERAL LEDGER (SQL) CHANGES

New SGLs
4255 Appropriation Trust Fund Expenditure Establish new posting account
Transfers « Col | ect ed
4283 Interest Receivable from Treasury Establish new posting account
4287 QG her Federal Receivables Establish new posting account
4393 Rescissions « Prior Year Establish new posting account
4396 Authority Permanently Not Avail able Establish new posting account

Pursuant to Public Law

Modified SGLs
(Note: g@L Mdifications have no inpact on
DAM Exhibit 4-20-A unless the SG Title changes.)

4000 Budget ary Added sub-accounts 4255, 4283,
4287 and 4396
4147 Actual Transfers to Treasury Mdified title and definition
to SGE Standard
4265 Actual Collections from Sal e of Mdified title and definition
Forecl osed Property to SG Standard
4390 Bal ance Avail able for Restoration, Added sub-account 4393
Witeoff and Wthdrawal
4392 Rescissions - Qurrent Year Mdified title and definition
to SG Standard
4395 Authority Unavail abl e Pursuant Mdified title to SGE Standard

to Public Law - Tenporary

Del et ed SGLs

4113 Appropriations Rescinded Repl aced by 4392 and 4393
4410 Budgetary Resource - Not Avail abl e Replaced by 4396 and 4395
Pursuant to Public Law
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00L

OOK

TRANSACTI ON CODE (TC) CHANGES
New TCs

Budgetary Resources Rescinded by Congress - Prior-Year. This TC will
record budget authority rescinded by legislative action or authority
made unavailable pursuant to public |aw

To Record Authority Tenporarily Unavailable Pursuant to Public Law

This TC will record authority temporarily unavailable pursuant to public
[ aw
Mdified TCs

(Note: TC Modifications have no inpact on
DAM Exhi bit 4-40-A unless the TC Titl e changes.)

Change 4410 to 4396, Authority Permanently not Available Pursuant to
Public Law

Change 4113 to 4392, Rescissions « Qurrent Year
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Federal Agencies' Centralized Trial-Balance
System (FACTS) . . Co :
Statement of Transactions ( SF-224) Reqmred Under
Treasury Departnent Crcular No. 945 Co Y
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Report on Budget Execution (SF-133) Required Under OMB
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Part 6 = Travel and Transportation
(See HHS Travel Manual)

Part 7 - Payroll
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Part 9 - Reserved
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Exhi bits
(Exhibits follow the appropriate chapter)
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MAMUAL. . ... ADNINISTRATIVE ACCOUWTING ‘
eany 1 .. Accouating Principles and Staandards

CHAPTER 1-00
GCEIERAL STATRERT

1-00=10

1-00-00 Purpess :
<10 Submissien of Systems for Approval
«20 Applicabilicy
=30 Objectives
40 Basic Prisciples and Standsrds

1-00-00 parose

This chapter restates {n ©¢ ., form the primciples, standards,
ad related requiremsmts fOr establishimg and maintainiag
sccounting systems as prescribad b y the Comptreller Gemersl. In
subsequent chapters, ¢ prescripts o . preseated {n detail with
[) CJON¢[] whichgivethemspocificmesningwithinthisDepartment.
Siace all of the Department's accouating systems are subject o
approval Dy the Comptreller Geameral gud such sppreval camsot be
obtained ualess each system comferms in all meterial respects to
these prescribed principles, standards, and related requirements, pe
devistions will be permitted unless they are clesred iz sdvance vith
ths Cemeral Accoumting Office. Imterns] clearance procedures, which
mustde fellowed priort O formal submission of s sccountiag system
or Toquest or davistion o the Comptreller Gemeral (,: sppreval are
alee put of this chapter.

1-00-10 SUEMISSION OF SYSTEMS FOR APPROVAL

There ars twe basic ceanditioms which must be met bafore an accountinmg
system cas be submitted to the Comptroller Geameral for sppreval:

a. The agoncy's manusl of instructiens for use of its empleyees
in mafataining the accomnting system and & summary descriptionm
of the system which imcludes the basic principles employed
ia the system sust be complete (the summary description does
aot have te be part of the operatiag instructions manusl), and

b, The sccountiag system must bs sdequately tested O I' in regular
use to the extent mecessary to demenstrate its sffectiveness.

After the system has baen properly documented, & copy of the manual
and s summary description of the system shall be submitted te the
Office of the Comptreller, HEW, for review. All other suppertisg
docunentation called for in subsection 29.4 of Title 2 of the

GAD Manual, except for the formal request fer appreval of the Cowp-
troller Gemeral, shall accompany the masual. This review vill be
expedited if completed parts of the mamual are submitted ss work
progresses. Alse, fisal review and approval of the system by the
Comptroller Gemeral will be expedited if devistioms from the pre-
scripts of the Cowptyeller Cemeral or the Departmant are presented
for advance discussiea. Any primciples, stamdards, or related
requiremsnts in the proposed system which still sppesr to be is
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material disagresment with thoss of the Comptroller Gemsral after
consideration and decision by the 0ffice of Comptroller will be
discussed vith representatives of the Cemeral Accouating Offics.

Upon completion of the review by the Office of Comptroller and
satisfactory resolution Of amy predlem aress, O fermal tequest for
approval Of the system will be prepared ¢ t, the Comptreller Cenersl

for the Secretary's sigmature. /A recommesdation te the Secretary
will ¢ tt08t that the accounting system conferms ia all saterisl
vespects with the prescribed priaciples, standards, and related re-
quirencats of the Comptreller Cemeral.

Requasts for approval of deviations from the prescripts of the
Cemptroller Gemeral ales shall be cleared with the Office of Comptroller
befors formal submississ to the Comptreller Gemeral.

1-00-20 APPLICASELIYY

The principles, standsrds, snd related requiremants prescribed ia this
nanual apply ¢o each operating ageacy and office of this Departmeat.

1-00-30 QRIECTIVES

Managers at every level in the Department have aa inherent respon-
oibility for effective and economical management of the eperations and
resources entrusted to them. Top level msnagers have the added respon-
sibilicy of decision making ia terms of eatire programs and progras
activities. A well deaigned and eperating acceunting system which
zvegularly fursishes management with curremt mesningful financial dats
by assigned areas of respensidility and program elements cam bs of
valuable assistance in fulfilling these respensibilities. Therafors,
one of the primary tests of the effectivensss of any sccountiag system
in the Departmest will be its ability to preduce fimamcisl data which
mansgers st apprepriate levels of internal menagemeat cea readily grasp
and use. In additisn to iatersal meeds, the system wust produce sll
seeded finaacial isformstios for the comtrol agemcies and Congress and
provide an effective centrel over all funds and ether resources for which

ths agency is respomsible. :
1-00-40 BASIC PRTNCIPLES AND STAMDARDS

Basic principles and standards which must be followed in the design and
maistensnce of accommting systems withia the Departmeat are covered is
detail s applicadle chapters of this semual. In summary form, they
are:

1. BRach system shall bs maiantained on a current accrual basis or if
couversion techniques are found to be sdvantageous, such coaver-
sions shall be made mot less frequently tham memthly.

ADMINISTRATIVE ACCOUNTING ~  Supersedes Page2. (TN-6) HEW TN-25 (11/14/66)
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(1-00-40 continued)

2. Mometary property accoumting shall be sm integral part or esch
accounting system.

3. Deprecistion of capitalized property shall be charged to the
axpense accounts mot less frequently than moathly.

&, &Crud annual lesve shall be recorded im the accounts at the
close Of ssch fiscal year and he reflected in the finascisl

repores.

S. Appropriation and® || oorotcoatrol r shell be maintained at
the highest level Of organization vhich permits @ ffwtive
coatrol of tunds.

6. Consistent amd ceordinatedclassifications @ HCl 1 be used 3838
that, tO the fullest extent possible, scceunting data cam be
used in various arrangesents for internsl management purposes,
budgeting, programming, plamaing, Department-wide teports,
and externsl raperts.

7. For those budget classifications and progras plamning elements
vhere needed cost dats does not flov naturally from ths eccouats,
scientific statistical sampling ® md other cost finding techniques
shall de used to distridbute actusl cost dats from related accouats.

8. Each system shall regularly produce effective cost reperts for
isternal mansgemsnt and support of budget requests.

9. BRach system shall have built imto {t adequate controls to imsure
the sccuracy of the accounts and the data produced from the
accoumts,

10. Accounting functions shall ba ® ssigned 90 ¢ S to preclude the
sanipulstion Of records tO cover irregularities.

11. Cross checks anéd balances shall be provided inm esch system te
control against the 1088 or misuse or cash receipts gnd colleec-
tions. All cash collections upon recefpt thould be placed
under accounting control immediately and deposited intact datly,
insofar as possible, with an gythorized depositary in accordance
with tht Treasury Dtptrtmtnt, tht General Accounting Of fi Cce, and
DHEW procedures. (Exception e bid deposits, which will be
returned uncashed to rht unsuccessful bidders « Par. 12-2, Title
7 GAQ Policy and Procedures Manual).

12.  Internal reviews and gudits shall be performed regularly to
appraise the effectiveness of t h e accounting system.

HEW TN- 70.6 (10/12/70) Supersedes Page 3 (Mm-25) ACCOUNTIM
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PURPOSE AND APPLICABILITY

An effective accrual accounting system involves more
than the accrual of costs and expenditures and the
production of periodic statements of financial condition.
Properly structured, the accounts should produce current
information consistent with budget and PPBS classifi-
cations. If these classifications are not consistent
with an agency’s organizational structure, the periodic
or cumulative costs and expenditures systematically
accrued in accounts_ by org anizational components can be
distributed by statistical techniques or other accept-
able methods to the classifications as needed for
analysis and budget purposes.

This chapter provides general definition and guidance
in the application of accrual accounting within the
Dep rtment. Further %uidgnce is provided in -
subsequent chapters 0f this manual devoted to specific
areas of accountlng. Accrual operating procedures
appear in Chapter 3= 60

To prescribe a standard application of accrual
accounting to fit the varied needs of all organizations
within the DE artment is not feasible. Applicable
systems must be designed to fit the circumstances and
requirements of each organization or a component thereof.
Since a major objective of accrual accounting is to
provide management oOfficials with essential and reliable
Information for use In achieving efficient and
economical operations, managenent's advice and cooper-
ation must be obtained in establishing the accounting
structure and internal reporting system.

The policies and pr ocedur es defined and explained

herein will apPIy to all agencies within t he Depart nent
and to all affiliated Government organizations supported
by the Department. Agencies and other DREW af fili ated
organizations wi I | i nplenent the instructions contained

HEW TN 69.7(4/18/69)  Supersedes Chapter 1-10 (TN s 8 and 40) ACCOUNTING



ACCRUAL ACCOUNTTNG

- Page 2

(1-10-00

| -10-10
A

D.

Continued)

herein which are applicable to their operations. Any
significant deviation6 from the policies o accrual

accounting procedure6 ﬁrescribed in this manual wll be
Ejeared in advance with the Deputy Assistant Secretary,
i nance.

POLI| CY

In the area of grants to and contracts with non-profit
institutions, it is considered that the Government is

in partnership with the grantee or contractor. No
changes will be required in a grantee's or contractor's
system of accounting a6 a result of the collection of
data required by this instruction if the system otherwise
meets t he requirements of the grant/contract and of the
awar di ng Agency. However, grantees and contractors.

may be requested to provide periodic information which
does not normally appear in their regular reporting.

Financial data relative to obligation6 and disbursements
%®|ﬁp 3{%jcurrently being recorded will continue to0 be
andl ed.

Accruals will be recorded at the Common Accounting
Number (CAN) |evel.

Data collection techniques will, where possible, serve
management needs as well a6 financial requirements
responsive to Departnent and Cemtral Financial” Agencies’
reporting needs.

Reliability of data will be commensurate with the
expendi ture of resources necessary to secure that
reliability. The convention of nmateriality will be

applied so as toexclude the need for refinenent on
small itens unl ess otherwise required by this manual.
Materiality, however, will not be |limted to relative
measures but will also be neasured in absolute anounts.

Prudent business Hudgnent relative to possible ms-
interpretation wll serve a6 a guide.

Direct nonthly reportin? b% grantees and contractors
for accrual purposes will be obtained only when .
statistical techniques guch a6 correlation, regression
procedure6 and sanpling are inappropriate or will not
provi de valid and reliable data under the standards of
paragraph E above.

FEW TN 69, 7(4/18/69)
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G. Techniques for obtaining accrual data based on program
logic will be revalidated perlodlcaI1|{ by statistical
not

rocedures. Arbitrary prorations will ba_employed
or more than e mwemmasa quarter without being adjusted

to actual fi gures where available.
|-10-20  GENERAL

A. Accrual accounting wll beon amonj[hlly basis. Good
management depends on current factual information
concerning financial operations for purposes of planning
and control. Accrual accounting meets this require-
ment by reflecting in the records and reports events
as they occur from a Time or Period standpoint.

B.  Accrual accounting produces Accr ued Costs and Accrued
Expenditures related to goods and services used without
regard to WHEN ordered, delivered, or paid.

C. Accrual accounting provides current financial control
over expenditures, revenues, assets and liabilities, and
produces information about resources available for use
In later fiscal years.

D. A properly designed accrual accounting, system thus
provides information with respect to the status of:

- OBLIGATIONS, i.e., value of goods and services
ordered

= ACCRUED EXPENDITURES, i.e., value of goods and
services recelved actuall'y or constructively.
(1-10-30F

= DISBURSEMENIS, i.e., payments for goods and services
« COSTS, i.e., goods and other resources used (consumed)

E. Accrual accounting does not require a change in the
method of appropriating funds because accrued costs are
reconciled with obligations incurred, with accrued
expenditures , and with disbursements.

F. It is not a question of obligation accounting versus
accrual  accounting; information produced by both
methods is necessary - but for different purposes.

HEW TN 69 .7(4/18/69) ACCOUNTING
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(I-10-20  Continued)
G. nligation accounting produces, information necessary for:

1. Controlling the dollar amounts of goods and
servi ces ordered aﬁainSt appropriations,
apportionments, and all ot ments.

2. Reporting to Congreés in the budget subm ssion the
dol I ar amounts of goods and services ordered, or
to he ordered according to "object classes" such as
gteésonal services, travel, supplies and materials,

3. As a by-product, show ng dollar ampunts disbhursed
for goods and services regardl ess of when ordered,
del i vered, or used

H. Accrual accounting, properly integrated with obligation
and appropriation accounting, provi des:

1. Al the information produced by obligation accounting
plus,

2. Accrued costs and expenditures for management's
use in planning, controlling and appraising the
efficienty Oof operations. |

3. Financial control over assets and liabilities.

4, I nformation for determining accrued costs as a
basis for fee establishment "o for-reimbursenent
for services.

S. Accrued cot information for more valid conparisons
of actual and planned financial performance.

6. Al the information necessary for cost budgets,

i ncl udi ng %oods and services received and Tesources
available for future use.

An accrual accounting system properly integrated wth

accounts_for appropriations and ebli t%on provi des

Information for a conplete picture of the ?I nanci al

results of operations.

|-10-30  DEFI NI Tl VESTATEMENTS
A.  CGeneral

The concept of "accrued expenditures" should be clearly

differentiated fromthat of "cost" or "applied cost."

ACCOUNTT NG HEW TN 69.7 (4/18/69)
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These latter two terms, in place of referring to the
time oOf  receipt of service or material, refer to the time
of _use Or__consumption of the service or material.

Thus, an accrued expenditure for the acquisition of an
Inventory item becomes an applied cost at a later date,
when the item is withdrawn for use. In the case of
mat eri al s and services provided through working funds,
the applied costs become accrued expenditures of the
appropriation for which the work is performed as well
as the working fund and at the same time accrued
revenues of the working fund. Cost (applied cost)
records till continue to be maintained where essential
for performance evaluations as related to _project .
schedul e or technical reporting systems. The™ following’
defi niti ons are more specific and are presented to
provide greater penetration of the subject than was
afforded 1n the preceding treatment.

B. Accrued Expenditures

1. Accrued expenditures are the aggregate dollar
amount of financial transactions occurring during
an accounting period which either (a) require
the concurrent or subsequent disbursement of funds
or (b) result in the application of funds )
previously advanced to others. Such transactions
consi s of (a) goods and services whether received
actually or constructively (1-10-30F), (b) services
Ferformed by employees, “contractors, grantees,
essors and other payees, (c) amounts becoming
owed under programs for which no current service
or performance is required (such as annuities,
insurance claims, other benefit payments and a
few types of %rants), (d) program-type loans
(as ‘distinct £rom current advances), and (e)
liquidation of previously unfunded liabilities.
Expenditures accrue without regard to when the
payment takes place and thus include, for any
period, all disbursements made in payment of goods
and services received during the period as well as

any amounts unpaid for such services a¢ the end of
the period.

2. Expressed in accounting terms, accrued expendi-
tures are those transactions which result in
reduction in the Government's equity in net fund
assets (other than refunds of receipts). The
credit side of such entries will always be to fund-
type assets such as cash or advances or to funded
liabilities such as accounts payable or accrued
liabilities, the latter being liabilities not yet

HEW TN 69.7 (4/18/69) ACCOUNTING
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(L-10-30 Continued)

due and payable. While accrued expenditures are
frequently simultaneously accrued costs or accrued
expenses, they are not always such and, contrari-
wise, accrued costs and expenses are not always
accrued expenditures. See subparagraph D below for
the definition of accrued costs and expenses.

3. 1In those cases where Co_nﬁress has permitted
liabilities to accrued without being charged to the
balance of an p'ro;ln riation, a fund, or a contract
authorization, e liability is considered “unfunded”
and no accrued expenditure is recorded or reported
until the time that the liability becomes funded,
although an accrued non-fund cost would be recorded.
The most common example of such an accrual is the
earning of employee annual leave, which, except
in the case of working capital or other revolving
funds, is not funded 1.e., chargeable to an
appropriation or other fund until taken or until
payable upon termination of employment.

C Accrued Revenues

Accrued revenues earned during a given period are a
source of funds and result from (1) services performed
by the Govermment, (2) goods and other tangible property
delivered to purchasers or their agents, including sales
of fixed assets, and (3) amounts becoming owed to the
Government for which no current performance by the
Government is tequired. Examples of revenues are
charges for hospital services, fines and forfeitures
levied, interest accruing on loans, and premiums earned
on Government-operated insurance programs. Revenue from
gifts to the United State; will be recorded on a cash
basis. Ihe temm'"revenue is also used by Treasury
Department to include collections of program-type loans.
In the Umbrella system, such collections are classified
as receipts.

D. Accrued (Applied) Costs or Expenses

1. The meaning of the word “costs" lies in the context
of its use. When used to describe the use or
consumption of goods or services, the term Applied
Cost s is synonymous with the terms Accrued Costs
and Accrued Expenses but not with Aeccrued Expendi-
tures. In Bureau of the Budget Circular A-11,
the following definition is dgiven:

‘ACCODNTING HEW TN 69. 7 (4/18/69)
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"For operating programs, costs will
represent the value of resources
consumed or used. "

Inthi s manual , the above definition will be
intended whenever the terms Applied or Accrued
Costs are used. When the word costs | S used
W t hout a modifying adjective its meaning will
have t 0 be determined from context.

For moSt operating purposes, COStS are synonynous
wth current expenses and are the valué of goods
and services actually used Or consumed during
the current period.

Examples of accrued costs or expenses are salaries,
t axeS, depreciation, materials issued, and interest
charges. These costs acCr ue and are recognized in
a specific period even though payment for them was
made in a prior period éDeprematlon) or will be
made in a fut ure period (Salaries earned but not
paid at the end of the month or 0Ot her period).

E. Advances and Prepaid Expenses

1.

Advance payments, including prepaid expenses
(costs), are assets and are, from the Treasury’'s
viewpoint, treated as cash; they are neither
accr ued expenditures nor costs.” They develop into
such accrual s only as the value represented by the
advance is earned by the payee, at which time the
advance outstanding or the prepaid expense is
reduced and the accrued expenditures and costs are
recognized. If an advance is neither earned by the
ayee nor returned, it becomes an accrued expendi-
ure and cost when its uncollectibility is determined,
at which time it should be recognized in the
accounts.

Prepai d expenses are rare in Government, since
5ener al |y the Government does not prepay rent and
oes not carry insurance, the two areas where
prepaynent s most frequently occur in private
Industry. The criterion of materiality will
generally likewise preclude the treatment of )
subscriptions to publications and reporting services
as prepaid expenses. See Section I-10-306 for the
accounting treatment for deferred charges where
benefits or services have been received by the
Government (and hence are not prepaid expenses) but
it is desired to spread the cost over subsequent
periods benefiting from the expenditure.

HEW TN 69 7(4/18/69)
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(1-10-30 Continued)
F. Constructive Receipt

1. Constructive receciR:. of goods or other tangible
property, rather than physical receipt or the
passin% of legal title, is the measure of the
accrual in certain cases. When a contractor
l{:lrowdes goods to the Government which he holds
imself available to sell to others, the accrual
occurs when ghysical delivery by the contractor
and receipt by the Government take place or title
passes (that is, when goods are ei t her delivered
to the Government or to @ carri er acting on behalf
of the Government). However, when a contractor
manufactures or fabricates goods or equipment to
the Government's specifications, constructive
receipt occurs in each a_ccountln% period when the
contractor earns a portion of the contract price,
and the accrual takes place as the work is performed.
Formal acceptance of the work by the Government is
not a test in such case.

2. The accrual basis, among other things, measures
what is owed between the parties, whether or not
it is "due and payable“, aS soon as it becomes
owed. In general, the Government does not owe on
its obligations until performance takes place on
the part of the other party; it does not owe on
goods and equipment of a type sold generally until
physical delivery has been made. However, once
erformauce occurs, the Government owes for special
abrication even though it has not yet been billed.

G. Deferred Charges

1. Deferred charges are expenditures which benefit
future fiscal periods and must, therefore, be
accounted for as non-cash assets until applied to
costs. They differ from prepaid expenses,
paragraph E above, in that services have been
rendered by the payees in the case of deferred

charges while in the case of prepaid expenses they
have not.

2. Deferred charges ar € accrued expenditures when
incurred, similar to the acquisition of inventory
or fixed assets, but do not become accrued costs
until amortized. Examples of deferred charges are

ACCOUNTING HEW TN=69.7(4/18/69)
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H'

| easehol d inprovenents, the cost of which is to be
anortized over the life of the |ease and prem uns

on bonds purchased which are anortized by charges
agai nst interest income as earned.

Di sbursenent s

Disbursements are checks issued orcash paid, net of
refunds. Nbte that disbursenments are not the same thing
as expenditures. Also, note that disbursements

include funds used to make advance paynents.

Liabilities not Previously Recorded

Liabilities which are normally funded will be recorded
as accrued expenditures and reported pronptly, even if
they cause the recorded obligations to exceed available
funds.  The concept of accrued expenditures nust not be
nmodi fied, nor disclosure prevented by the failure

to record obligations larger in total than the amounts
of available funds. Necessary corrective and reporting
actions will be taken whenever such a violation of |aw
has occurred (see Chapter 2-10-90). See paragraph K
bel ow for unfunded liabilities.

Subgr ant ees and Subcontractors

Where a grantee, a contractor, or even another Covern-
ment agency (to which there is an obligation or an
advance payment) perforns through a subgrantee, sub-
contractor, or other party, it Is necessary to determne
the timng of such performance -- generally follow ng
the same rules as if the principal "had performed
directly. Forinstance, in a grant requiring specific
Perfornance according to Government specifications,

he grantee's earnings, and therefore the Covernnent's
accrued expenditures, will be measurable, at least in
part, by the anounts of the subgrantees' costs,
|ncjug|ng a pro-rata share of overhead, in a given
peri od.

Unfunded Liabilities

In those cases where Congress has pernmtted liabilities
to accrue W thout being charged as an obligation to the
bal ance of an appropriation, a fund, or a contract
authorization, tfe liability i's considered "unfunded"
and no obligation or accrued expenditure is recorded or
reported until the time that the liability becomes

HEW TN 69.7(4/18/69) ACCOUNTI NG
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(1-10-30 continued)

funded, Nun-fund costs are, however, incurred and
recorded atthe time the unfunded Ilablllty 'S accrued.
Accrued anmnual leave of employees is a princi pal
example. For revolv:lnf‘funds, however, |eave currently
accruing is afunded liability when earned amd as such
IS reportable as an accrued” expenditure.

ACCOUNTING
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| -20-00 CGener al

A.

Managerial cost accounting is the process of accunulating,
measuring, analyzing, interpreting, and reporting cost

information useful to both internal and external groups concerned
with the way in which the organization uses, accounts for,
safeguards, and controls its resources to neet its objectives.

In managing Federal Government prograns, cost information is
essential in the following five areas: (1) budgeting and cost
control, (2) performance neasurenent, (3) determning
reimbursenents and setting fees and prices, (4) program
evaluations, and (5) making econonic choice decisions.

The Ofice of Mnagement and Budget (OVB) in conjunction with the
Department of Treasury and the GCeneral Accounting Ofice (GAO
established managerial cost accounting concepts and standards to
provide reliable and timely information on the full cost of

federal prograns, their activities, and outputs. Determning the
cost of an agency's specific prograns and activities is essential
for effective managenent of government operations. Congress and

the President have deenmed cost accounting inportant and have
enacted several mandates to ensure effective cost accounting.
These include:
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. The Chief «xmsanpxse Officers Act of 1990, which includes
anong the functions of the Chief Financial Oficer (CFO the
devel opnent of an integrated financial managenent system
which provides for the development and reporting of cost
information, and the systematic neasurement of performance;

. The Government Performance and Results Act (GPRA), which
mandat es performance neasurenent by the federal agencies;

. The National. Performance Review (NPR), which includes a
recommendation to require OMB to issue a set of cost
accounting standards for all federal activities; and

. The dinger-Cohen Act, which requires defining all
technol ogy, related activities, their costs, and
measur enents. This Act requires cost benefit analysis
before IT acquisition decisions are made concerning building
systems internally or pursuing commercial of f-the-shelf
options.

| -20-10 Aut hority

A.

Statement of Federal Financial Accountina Standards (SFFAS)__No.
4, “Managerial Cost Accountina” - this standard, devel oped by the
Federal Accounting Standards Advisory Board (FASAB) and issued by
OVB, represents requirements for cost accounting for Federal

agenci es.

OMB Bulletin 97-01, "Form and Content of Aaencv Financial
Statenments" - prescribes the form and content of agency financial
stat enents. This bulletin provides proforma formats 'for
preparing principal financial statements and specifies the
disclosure requirements for notes accompanying the principal
statenents, as well as required supplenental infornation.

Standard General lLedaer (SGL)/Treasurv Financial Manual (TEM)
Bulletin, “u.s. Government Standard General Ledager” - The SGL,

published annually as a supplement to the Treasury Financial
Manual, provides a uniform chart of accounts to standardize
Federal agency accounting and to support the preparation of:
standard external reports. Managerial cost accounting systens
will need to use the SGL and may require additional SG accounts
as new cost related reports are designed.

The CFO Council's “Managerial Cost Accountina | npl enentation
Qui de" - this non-authoritative guide is a technical practice aid
to assist Federal entities in inplementing cost accounting.
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| -20-20 Definitions

A.

Reporting Entity: an organization for which financial statenents
must be prepared. For HHS, all Operating Divisions (OPDIVs) are
considered reporting entities, including the Ofice of the
Secretary. In addition, HHS produces Departmentw de audited
financial statements.

Responsibility Segment:  Responsibility segments are the |argest
conponents of a reporting entity. A responsibility segnent is
equivalent to a suborganization, as discussed in OVB Bulletin
97-01. (Section 1-20-40, Responsibility Segnents, provides a
detailed explanation of how to define and establish
responsibility segnents.) Minagement has the flexibility to
establish responsibility segments and to use any cost collection
nethod within each segnent. Wthin a segnent, managenent may
define sub-units,, functions, projects, business processes,
activities, or a conbination of them as cost centers to

accunul ate costs. The costs accunulated at |ower levels can then
be aggregated first to the program level, and then to the
responsibility segment level (i.e., the organization responsible
for managing the particular program or activity).

Full cost: Full cost accounting is the assignment of direct and
indirect costs, as well as inter-entity costs, to a cost object
éprogram activity, output, etc.). Direct and indirect costs are
efined in sections [-20-51 & |-20-52.

Cost (bject: The term "cost object” refers to an activity or
item whose cost is to be neasured. A cost object my be a
particular output (good or service produced), a program an

organi zation, a business activity perforned, or other item whose
cost is to be neasured. Costs may be assigned to a cost object
by' direct tracing, cause-and-effect basis, or allocations. For
HHS and its OPDIVs, the term cost object wll predomnantly refer
to a program or activity. There may be intermediate cost objects
that are used in the course of the cost assignment process. For
exanple, a conputer technology division provides technical

support to other divisions wthin an organization. By assigning
costs on a "cause-and-effect” basis, first costs are assigned to
the activities of the conputer division, such as hardware
installation and naintenance, software design and installation or
programmng adj ustments. Secondly, the costs of these conputer
division activities are further assigned to other divisions based
on their consunption of the technical services.

Inter-entity cost: Costs incurred by one responsibility segment
for the benefit of another responsibility segment or another
reporting entity, regardless of funding or reinbursenent. Inter-

entity costs are always costs between two entities within the
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Federal Governnent. Costs incurred by one responsibility segnent
for the benefit of another responsibility segment wthin the same
OPDIV are "Intra-entity costs.” Intra-entity cost nust always be
recogni zed by the responsibility segnent which receives the
benefit of the costs. However, inter-entity costs are only
recogni zed for particular situations. See section |-20-60 for
the guidance on recognizing inter-entity costs.

Program Program refers to activities that are identified as
progranms in the OpDIVs’ GPRA annual performance plans for the
year being reported and for which goals and indicators have been
subnitted. GPRA progranms may be consolidations, aggregations or
di saggregations of line items in the OPDIVs' budget program and
financing schedul es. For external reporting, the OPDIV Statenent
of Net Cost will show the net cost of GPRA prograns.

Activity: Activity generally refers to lines of business or
services offered by a responsi biIit(}/ segnent . For exanple, the
Program Support Center (PSC) provides accounting services (wthin
the Financial Mnagenment progra and payroll services (within
the Human Resources progranm); these would be considered separate
activities within PSC. ~ An activity nmay also be a, revolving fund,
an operation funded by user fees, a gift or other trust fund,
etc., which has not been included as a part of the nanmed GPRA
prograns.

Output: Qutputs are goods or services produced by a program
identified in the OPDIVs’ GPRA annual performance plans (per the
GPRA law, performance plans shall establish perfornmance
indicators to be used in neasuring or assessing the relevant
outputs, service levels, and outcomes of each program activity).
The ultimate purpose of cost accounting, as defined in SFFAS
No.4, is to neasure the full costs of program outputs. However ,
OPDI Vs are not required to report byoutputs on the Statenent of
Net Cost.

Non- Production Cost: These are costs, incurred based on particular
events which occur during a specific accounting period, but are
not particularly related to the current operations, or production
of goods and services for the period.

| - 20- 30 Requirement for Cost Accounting

A.

FASAB’s Managerial Cost Accounting standard "(SFFAS No. 4) issued
by OMB is the authoritative guidance on cost accounting for
Federal entities (HHS and OPDIVs).  The standard contains both
concepts for cost accounting as well as specific standards to be
followed. OPDIV CFOs may institute additional cost accounting
policy to nmeet the unique needs of their OPDIV, provided these
policies do not conflict with SFFAS No. 4.

o
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B.

Managerial cost accounting will enable OPDIVs to neasure and
report the full costs of their prograns and activities. Full cost
should incorporate the sum of (1) the costs of resources consuned
that directly or indirectly contribute to the program or activity
(direct or indirect costs), and (2) the costs of identifiable
supporting services provided by other responsibility segnents
within HHS, and by other Federal agencies (inter-entity costs).
Costs of resources consumed should be accumulated by type of
resource (HHS sub-object class). Full costs should be assigned
to prograns and activities through appropriate costing

met hodol ogi es or cost finding techniques on a consistent basis.
Cost assignments should be performed using the follow ng nethods
listed in the order of preference: (a) directly tracing costs
wherever feasible and economcally practicable, (b) assigning
costs on a cause-and-effect basis, or (c) allocating costs on a
reasonable and consistent basis.

Each OPDIV should accumulate and report the cost of its prograns
and activities on a regular basis for managenent information

pur poses. However, the resources required to obtain cost
information should not outweigh the value of the information
obt ai ned. Managerial cost accounting should be a fundanental
part of the financial management system and, to the extent
possible, should be integrated with other parts of the system
Cost information developed for external and internal reporting
purposes should be drawn from a common data source, and reports
should be reconcilable to each other.

A sophisticated cost accounting system to accunulate and assign
costs is not required. In nmost Instances, cost data can be
obtained from the OPDIV’s current accounting system using the HHS
Common  Accounting Number (CAN) structure and sub-object class
codes. This wll require OPDIVs to map or crosswalk their CAN
structure to their prograns designated under GPRA guidance and to
other activities, such as lines of business being provided by
service organizations. Exhibit 1-20-A provides an example of a
crosswal k between Indian Health Service's budget (CAN) structure
with their reporting (GPRA) structure. Costs can also be
determ ned and analyzed through special cost studies and

anal yses. However, OPDIVs are encouraged to nodify their
existing systems as necessary to include automated cost
assignments to expedite the preparation of internal cost reports
and annual financial statenents. Use of a conmbination of a fornal
cost accounting system supplemented by cost finding techniques
and studies is acceptable. Each OPDI'V should determne the
appropriate detail for its cost accounting processes and
procedures based on several factors. Sone of these factors

I nclude the:
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. nature of the OPDIV's operations;

° precision desired and needed for cost information;
o practicality of data collection and processing;

. availability of electronic data handling facilities;

. cost of installing, operating, and naintaining the cost
accounting processes; and

. specific information needs of the OPD V.

1-20-40 Responsibility  Segments

A.

SFFAS No. 4 defines a responsibility segment as a conponent of a
reporting entity that is responsible for carrying out a mssion,
conducting a major line of activity, or producing one or a group
of related products or services. A responsibility segnent

usual | y* possesses the following characteristics:

1) The manager reports to the entity's top managenment directly,
and;

2) The segment's resources and results of operations can be
clearly distinguished from those of other segnents of the

entity.

SFFAS No. 4 states that the designation of responsibility

segments should be based on the following factors: (a) the
entity's organization structure, (b) its lines of

responsibilities and missions, (c¢)its outputs (goods or services
it delivers), and (d) budget accounts and funding authorities.
However, the predomnant factor is the agency's organization
structure and its existing responsibility conponents, such as
bureaus, centers, institutes, or other divisions.

For HHS, each OPDIV is a responsibility segnment of the

Depart nent . Wthin an OPDIV, a responsibility segment is the
sub-organi zation that is responsible for the management of each
of its prograns and activities. However, a particular program
my also be divided anong several responsibility segnents.

Li kewi se, when there is a need to develop costs for a particular
project or service, a cost center manager would be designated.
For service oriented organizations, such as the PSC, each line of
business may be termed a responsibility segment with its own
manager . A business-like fund, such as HCFA’s Cinical
Laboratory |Inprovenent Anendnents of 1988 program (CLIAa), may be
termed a responsibility segnment with its own manager.
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D. The nmanager of each OPDIV responsibility segment should receive
internal nmanagement reports periodically to be fully inforned of
the costs and revenues accruing to the segmant's progranms and
activities. The head of each OPDIV should also be inforned
periodically of the costs and revenues of all program and
activity costs of the OPDIV's responsibility segnents.

E. At the Departnental level, the Secretary and Assistant
Secretaries should be inforned of the costs and revenues of each
OPDIV segnent to be able to report to OVMB and Congress the net
cost of operating the Department. For the fiscal year, the
Departnment's Statement of Net Cost wll serve this purpose.

F. At the Governnent-wide |evel, each cabinet-level agency wll be
reported as a responsibility segnment. The CGovernmentw de
Statement of Net Cost will report costs by responsibility segment
and major budget function.

| - 20-50 Full cost

A. The full cost of an output produced by a program or activity is
the sum of (1) the costs of resources consumed by the program or
activity that directly or indirectly contribute to the output
(regardless of the source of funding), and (2) the costs of
identifiable supporting services provided by other prograns or
activities within the responsibility segnent and by other
responsibility segments and reporting entities (regardless of the
source of funding).

B. Al'though the ultimate purpose of cost accounting, as defined in
SFFAS No.4, is to neasure the full costs of program outputs, unit
-costs of outputs are not presently a part of HHS’ current
accounting systens; and in fact, unit cost data may not be a
practical goal for all prograns. Emphasis should first be placed
on incrementally achieving full cost accounting for outputs by
developing full <cost information for prograns and activities,
which can be achieved using the current HHS Common Accounting _ .
Number (CAN) structure and sub-object classification codes. Thi's
incremental approach nakes sense because: 1) prograns and
activities are the intermediate cost objects which may be used to
accumul ate and allocate costs to outputs, and 2) GPRA
requirements for identifying and reporting performance neasures
(including output measures) are not effective in their entirety
until FY 1999.1

1 Even though O©OPFDIVs should currently focus on full cost of prograns/
activities, according to the Project Leader for GPRA Inplenentation at OMB, as
agencies' cost accounting systens become nore mature, OMB wll place greater
enphasis on cost performance neasures, such as the cost per unit of service.

{“Are Agencies on Target with the Inplenentation of the Results Act?" JFMP News,
Spring 1998, Vol. 10, No. 1, pg. 7)
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C.

OPDIVs are not required to identify direct and indirect costs as
components of programactivity costs in the Statement of Net
costs , or as supplemental information. These costs are
identifiable by sub-object class code and should be 'so
categorized in internal cost reports prepared for program

managers.

| - 20-51 Direct Costs

A.

Direct costs are costs that can be specifically identified with a
single cost object (i.e., a program activity, or output?).
Typical direct costs include:

1) salaries and other benefits for enployees who work directly
on the cost object;

2) materials and supplies used in the work;

3) various costs associated with office space,.equipment,
facilities, and utilities that are used exclusively for the
cost object; and

4) costs of goods or services received from other segnents or
entities that can be directly traced to the cost object.

| - 20-52 Indirect Costs

A.

Indirect costs are costs of resources that are jointly or
commonly consumed by two or nore cost objects (program activity
or output), but are not specifically identifiable wth a single
cost object. There are two levels of indirect costs:

1) Indirect costs incurred within a responsibility segnment.
These indirect costs should be assigned to cost objects on a

cause-and-effect basis, if such an assignment is .
‘economcally feasible, or through reasonable allocations.

2) Costs of support services that a responsibility segnment
receives' from other segnents or entities (inter-entity
costs) . These support costs should be first directly traced
or assigned to various segments that receive the support
services. They should then be assigned to cost objects.

Indirect costs nust be reasonably allocated to the cost objects
that have benefitted from the cost based on a reasonable and
consistent cost allocation nethodology, The following are

* For s and its OPDIVs, the term cost object will predomnantly refer to

a program or activity.
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exanpl es of some common indirect costs that must be directly
identified or allocated. This is not an inclusive list; OPDIVs
may identify other indirect costs.

. procurement and contracting services o office and ground

. financial mnagenent and accounting mai nt enance
services . security

. information technology services . comuni cat i ons

. automated data processing . mai | / messenger

. enpl oyee health and recreation services
facilities . personnel  services

. services to acquire and operate PP&E library services

. publication, reproduction, graphics e | egal services
and video services . rent

. research and analytical services . utilities

. general admnistrative support . office supplies

. scientific facilities

-20-53 Certain Cost E enents®

A. Costs of Enployee Benefits
1) Enpl oyee benefits include:

a) Health and life insurance benefits for current
enpl oyees;

b) Pension benefits for enployees, their survivors and
dependents, covered by defined pension plans such as
G vil Service Retirenent System(CSRS), Federal
Enpl oyees Retirement Plan (FERS), and Mlitary
Retirement System (MRS);

c) Health and l|ife insurance benefits for retired
empl oyees, their survivors and dependents, referred to
as "other retirement benefits" (ORB), and;

d) O her post-enploynent benefits (OPEB) for termnated
and inactive enployees, which include severance
payments, training and counseling, continued health
care, and unenploynment and workers conpensation

2) Federal financial accounting standards require that the
enploying' entity accrue the costs to the Federal Governnent
of providing pension and ORB benefits to enployees and
recognize the costs as an expense when the benefits are
earned. The enploying entity should recognize those

¥ These costs can be identified using HHS sub-object class codes.
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B. Cost s

1)

C. Cost s

1)

2)

expenses regardless of whether the benefits are funded by
the reporting entity or by direct appropriations to the
trust funds. This principle should also be applied to
health and life insurance benefits for current enployees.
The costs of enployee benefits incurred by responsibility
segnents should be directly traced or assigned to
established prograns and activities.

Federal financial accounting standards require that OPEB
costs be reported as an expense for the period during which
a future outflow or other sacrifice of resources is probable
and neasurable. Since the recognition of OPEB costs is
linked to the occurrence of an OPEB event rather than the
production of outputs, assigning OPEB costs recognized in a
period to outputs of that period would distort the cost of
outputs. Therefore, OPEB costs should be reported as "Costs

Not Assigned to Prograns.”
of Public Assistance Programs

The full cost of public assistance programs includes:

(a) the costs of Federal resources that have, been or wll be
transferred to individuals and state/local governnents, and
(b) the costs of operating the programs. These two types of
costs are separately identified by sub-object class.
Entitlement and grant programs administered by each OPDIV
fall under this category.

Related to Property, Plant and Equi pnent

General Property, Pl ant, and Equi pnent (Gen PPs&E) , Since
Gen PP&E are used to provide goods and services, the cost of.
acquiring Gen PPCE should be included in the full costs of
the goods and services provided by prograns and activities.
Gen PPCE is capitalized and depreciated over the useful life
of the asset, so the full cost of acquiring Gen PP&E will be
recogni zed through depreciation charges over the useful

lives of the individual assets.

Stewardship Assets. The costs of acquiring or constructing
Heritage PP&E and Stewardship Land (referred to as
Stewardship Assets) should be charged to expense as
acquisition costs are incurred. he cost of acquiring
Stewardship Assets should be reported as "Costs Not Assigned
t 0 Programs.”

D. Non- Producti on Cost

1)

Non- production costs are costs linked to events other than
the production of goods and services. Exanpl es incl ude:



HHS CHAPTER 1-20 Page 11
Departnental Accounting Manual
HHS Transmittal 98.5 (9/25/98)

0 ot her post-enploynment benefits (OPEB) costs recognized
as expenses when an OPEB.event occurs (e.g., a
reduction in force);

' costs of acquiring or constructing Stewardship Assets;
. reorgani zation costs, and;
. nonrecurring cleanup costs resulting from facility

abandonnents that are not accrued.

2) Under certain circunstances, non-production costs may be
assigned to goods and services over a number of periods.
This practice should only be considered if: (a) experience
shows that the costs recur in a regular pattern, and (b) a
definite connection can be established between the non-
production costs and the goods and services.

| - 20- 54 Costs Not Assigned to Prograns

A. Costs not assigned to programs are high |evel general managenent
and administrative support costs that cannot be directly traced,
assigned on a cause-and-effect basis, or reasonably allocated to
OPDIV progranms and activities. Such costs nust be identified and
the rationale for why these costs should not be assigned to
programs should be documented and retained for audit purposes.
Additionally, the largest of these costs should be identified in
a .financial statenent footnote.

| - 20- 60 Inter-Entity Costs

A. Each oppiv's full cost should incorporate the full cost of goods
and services that it receives from other OPDIVs or Federal
agencies (regardless of the source of funding). Wen inter-
entity costs are reinmbursed in full, they are accounted for in
the same nmanner as direct and indirect costs. However, when
inter-entity costs are only partially reinbursed, or not
reimbursed at all, then the receiving entity nust recognize an
inputed cost and an inputed revenue (financing source) for the
difference between the full cost of goods received and the total
rei mbur sement . FASAB's intent in identifying "inter-entity"
costs is to focus on the costs of goods and services received by
an entity which have traditionally been considered "free" goods
and not included as a cost to the program or activity. In fact,
no goods or services received from another Federal entity are
free but are paid for by taxpayers, and should be included when
determning the full cost of operations.
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B.

If an CPDIV provides goods or services to another Federal entity,
regardl ess of whether full reinbursement is received, the OPDIV
should continue to recognize in its accounting records the full
cost of those goods or services. The full costs of the goods or
services provided-by the OPDIV should also be reported to the
receiving entity by the OPDIV.

If an OPDIV receives goods or services from another Federal
entity, an OPDIV should recognize in its accounting records the
full, cost of any goods or services it receives as an expense or,

if appropriate, as an asset. OPDIVs shoul d obtai n docunentation
on costs from the providing entity to verify, as best they can,
actual costs. However, if such cost information is not provided,

or is partially provided, a reasonable estimate may be used. I|f
the costs are not fully reinmbursed, the OPDIV must recognize the
difference as "Financing Sources Provided by Qhers." Inputed
(inter-entity) costs and financing sources are elinmnated in
consol idated financial statements at either the OPDV,
Departnentwi de, or Federal Governnentw de |evel.

For financial statenents covering fiscal years 1998 and 1999, OWB
is limting the inter-entity costs to be recognized by Federal
agencies to the following: (1) enployee's pension benefits, (2)
the health, life insurance, and other benefits for retired
enpl oyees, (3) other post-enploynent benefits for retired,
termnated, and inactive enployees, which include severance
payments, training and counseling, continued health care, and
unenpl oynent and workers conpensation under the Federal

Enpl oyees' Conpensation Act, and (4) losses in litigation
proceedings (see FASAB Interpretation No. 2, c in
Treasurv Judaenent Fund Transactions).'

| -20-70 Costing  Met hodol ogy

A.

Costs of resources consumed by HHS programs and activities are
accunul ated by type of resource (HHS sub-object class). The full
costs of resources that directly and indirectly contribute to a

cost object (program activity, or output) should be assigned to

the cost object through costing nethodologies or cost finding
techniques that are nost approloriate to the OPDIV's operating
environment, and should be followed consistently. \henever
possible, financial accounting and budgetary accounting
activities should apply simlar costing methodologies. If
practicable, outputs produced by prograns and activities should

* Menorandum from the OMB Contfoller, dated April 6, 1998, entitled

"Technical Guidance for the Implementation of Managerial Cost Accounting
Standards for the Federal Government."
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be accunulated and neasured in units; this is particularly
inportant for activities measured under the Government
Performance and Results Act.

| -20-71 Selecting a Costing Method

A. Costs should be assigned to cost objects® in one of the follow ng
methods (listed in the order of OMB preference). No single
met hodol ogy is -required for all cost accounting applications.

1) Directly tracing costs to cost objects

Direct tracing applies to resources that are directly used
by a cost object. The nmethod of direct cost tracing usually
relies on the observation, counting, and/or recording of the
use of resources, such as staff hours or gallons of fuel
consuned in a transport mssion. Direct cost tracing often
mnimzes distortion and ensures accuracy in cost

assi gnnment s. However, it can be a relatively costly
process. It should be applied only to itenms that account
for a substantial portion of the cost of a program or
activity and only when it is economcally feasible.

2) Assigning costs on a cause-and-effect basis

For costs that are not directly traced to a single cost
object, internediate cost objects can be established . The
links reflect a cause-and-effect relationship between
resource costs and programs and activities.

3) Al'locating costs

Sometimes, it mght not be economcally feasible to directly
trace or assign costs on a cause-and-effect basis. These
costs can be allocated to programs and activities on a
prorated basis. The cost allocations my involve two steps.
The first step allocates the costs of support services to
segnents, and the second step allocates those costs to the
prograns and activities of each segment. The cost
allocations are wusually based on a relevant common

denom nator such as the nunber of enployees, square footage
of office space, or the amount of direct costs incurred in
segment s.

> For BHS and its OPDIVs, the term cost object will predominantly refer to
a program or activity.
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traced or
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_ accounting may
assigned to cost objects from

costs that are allocated to cost objects; but this is not
required.
HHS does not nandate the usage of any particular indirect cost
allocation methodol ogy. OPDIVs mBy use any indirect cost
allocation nethod that results in the fair presentation of the
full cost of the cost object. Auditors will review the OPDV
al location methodol ogies as part of their audit work.

| - 20-72 Cost Allocation Methodol ogies
There are sone generally recognized cost allocation nethodol ogies

A.

that have common usage.  The
bases for the distribution of

ollowing table lists some conmon
i ndi rect

costs.

Facilities (Rent, Depreciation,
Utilities, Security, Etc.)

Personnel Services & Payroll

¥ of FTEs serviced; personnel
actions completed; W-2s issued

" Financial Management Sarvices:
General Administrative Support

%# of FTEs serviced; # of
transactions processed

Automated Data Processing

Machine nours; # of transactions
processed

Procurement and Contracting Services

¥ of contracts written; labor hxs

Publication, Reproduction, Graphics
& Video Services

# of documents produced; # of
jobs completed

Mail & Messenger Services

Volume of mail or # of packages
delivered

Tnformation Technology (1T) Services

IT equipment serviced; ¥ of IT
contracts managed

Employee Health and Recreation
Facilities

% of FTEs eligible or enrclled

Legal Services

# of legal inquiries or cases
handled

Office and Ground Maintenance

Square footage; # of service
maintenance calls

Services to Acquire and Operate PP&E

¥ of PPsE purchases; # of service
calls

Research and Analytical Services

- # of research projects or
inquiries handled

Scientific Facilities

% of research/testing projects

Library Services

# of FTEs; usage measure

Office Supplies

¥ of FTES; usage measure
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Cost allocation estimates should be reviewed and updated annually by
managenent . This review should consist of inquiries and, if possible,
observations of program personnel and activity. OPDI Vs nust document
the rationale behind the adoption of each cost allocation methodol ogy.
Special attention should be nade to consider the validity of a current
al l ocation methodol ogy due to any changes that have occurred in the

operating environnent. This docunentation should be part of the
material provided to the financial statenent auditors. Exhi bi t
1-20-B provides a worksheet illustration for allocating costs and

revenues, recorded by CAN, SG., and sub-object class, to the various
prograns and activities.

| -20-73 Selecting a Costing System

A. SFFAS #4 requires that a costing system once adopted, be used
consi stently. Consistent use provides cost information that can
be conparedyfrom year to year. Several costing systens have been
successful in the private sector and in sone governnment entities.
Four are briefly described here. It is inportant to note that
those costing systems are not nutually exclusive, and in fact
OPDIVs are currently using various conbinations of these systens.

1) Activity-based costing (ABC)

The ABC cost assignment is a two-stage procedure. The first
stage assigns the costs of resources to activities and the
second stage assigns activity costs to outputs. A mgjor
advantage of wusing ABC is that it avoids or mnimzes
distortions in product costing that result from arbitrary
allocations of indirect costs. By tracing costs through
activities, ABC provides nore accurate service or product
costs .

2) Job order costing

Job order costing is a costing nethodology that accumulates

and assigns costs to discrete jobs. The "word "jobs" refers
to products, projects, assignments, or a group of sinilar
out put s.

3) Process costing

Process costing is a method that accunulates costs by

i ndi vidual processing divisions. The output of a processing
division either becomes the input of the next processing
division or becomes a part of the end product. Process
costing is appropriate for production of goods or services
with the following characteristics: (a) the production
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involves a regular pattern of process, (b) its output
consists of homogeneous units, and (c) all wunits are
produced through the sanme process procedures.

4) Standard costing

Standard costs are carefully predetermned or expected costs
that can be applied to activities, services, or products on
a per unit basis. As work is being done, actual costs
incurred are conpared with standard costs for various tasks
or activities to reveal variances. This feedback helps
discover better ways of adhering to standards, of altering
standards, and of acconplishing objectives. Standard
costing helps managers to formulate budgets, control costs,
and measure performance.

OPDIV cros and program managers are in the' best position to
select a type of costing systemthat neets the OPDIV’s needs. In
nmaking the selection, mnagement should evaluate alternative
costing nethods and select those that provide the best results
under its operating environnent.

| - 20-80 Cost Reports

A.

Each OPDIV should accunulate and report the cost of its prograns
and activities on a regular basis for management information
pur poses. Managerial cost accounting should provide information
for use by both financial accounting and budgetary accounting.
Cost information is used in producing both internal and external
reports.

| -20-81 External  Reporting

A.

Statenent of Net Cost: OVB Bulletin 97-01 requires all reporting
entities (HHS and OPDIVs) to prepare principal financial
statements, including the Statenent of Net Cost. This statenent
was designed to display the net cost of individual programs and
activities as well as to report the net overall cost of

operations for the entity. By reporting on both the gross cost
of prograns and activities, less related exchange revenues
earned, the statement provides information on the net cost of
geldleral operations that are paid for by citizens via their tax

ol lars.

OPDIV programs/activities must separately identify the gross
costs of goods and services provided to the public and governnment
agenci es. In addition, the statement specifically identifies the
following types of costs to be separately reported: costs
related to grants and transfer payments (with identification of
related administrative costs), revenue and expense related to
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lines of business for business-like activities, and the costs
related to acquiring Stewardship Assets. Finally, the statenment
provides for separately reporting costs and revenues not
attributable to specific programs and activities.

C. There is flexibility in whether these specifically identified
costs are shown on the principal statement or in supplenmental
schedul es or notes, depending upon the nunmber of designated OPDIV
programs and activities reported on the face of the statenent.
The principal statenment should be limted to one page. A high
degree of standardization within OPDIVs is desired for

D. Departnental conparisons and possible consolidation. OPDI Vs and
the Departnment wll agree upon the format of the report before
the statement is prepared for audit.

E. As described in section |-20-40, each OPDIV is designated a
responsibility segnment wthin the Departnent. In turn, each
OPDIV will have designated responsibility segments wthin its
organi zation according to the need to report costs and revenues
for its programs and activities. For the OPDIV Statement of Net
cost, the OPDIV is the responsibility' segment. There is no
requirement to report programactivity costs and revenues by the
designated sub-organizational responsibility segments. These
detailed data are intended for internal reporting to program
managers to assist in the nanagement of their operations.

F. Besi des reporting programactivity costs on the OPDIV Statenent
of Net Cost, with the OPDIV as the responsibility segnment, net
costs will be displayed within the appropriate budget function in
accordance with past practice and, as well, to the portrayal of
the Covernnent-wi de Statement of Net Cost.

G. Al'though SFFAS No. 4 specifically requires accounting for the
full cost of outputs, OMB Bulletin 97-01 only requires Federal

agencies to report costs by programs and activities. OPDIVS are
not required to report in the Statenent of Net Cost the full cost
of outputs in terns of units of output. However, if OPDIVs

report output measures in the Overview section of the financial

report, any cost measures included in the Overview nust'
incorporate full cost as defined in the standard.

H. The Departnentw de Statenent of Net Cost, to be included in the
HHS Accountability RePort, will be reported at the OPDIV |evel,
and this statement will not report program and activity details,
but instead will refer the reader to the OPDIV's statement. The
Statement of Net Cost wll display the net operating cost of each
OPDIV and the total cost within each budget function,
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| - 20-82 Internal Reporting

A. Internal reporting needs are fundamentally different from
external reporting requirenents. Internal cost reporting should
be specifically tailored to meet nanagenment's needs for cost
i nformation. Internal cost reports prepared for each
responsibility segment within an OPDIV should provide relevant
information to nanagers responsible for programs and/or
activities, and this information should be used by managers for
maki ng operating decisions. In addition, internal cost reports
should allow OPDIVs to:

' report the full cost of outputs by type of resource (HHS
sub- obj ect class);

. identify the different conponents of program costs (direct,
indirect, inter-entity), and;

' accumul ate cost information for program services (lines of

business), and match these program revenues and costs.

B. Internal cost reports should also serve managers in tracking and
reporting (as necessary) on the full cost of achieving GPRA
program goals and objectives. These reports nmust be tied to the
different programs and activities defined thru.the GPRA process.
GPRA program staff should be consulted when identifying GPRA
progranms to be tracked.

| -20-90 Roles and Responsibilities

. Specific roles and responsibilities are set forth for the Chief
Financial Oficers (cros), Financial Management O ficers (FMOs), and

Accounting Oficers (A0s) as foll ows:

A. The OPDIV cros are responsible for the follow ng:
oversight of the inplenentation of the OPDIV cost accounting
pol i cy;
the devel opnent of a cost accounting reporting system wth
t he FMOs;
. review of all cost accounting procedures devel oped or

revised by each FMO for consistency with SFFAS #4 and
Departnental gui dance, and;

final determnation of the scope (nature and frequency) of
reporting cost accounting information applicable to cost
obj ect s.
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B. FMOs have overall responsibility for:

' the design and inplenentation of a system of cost accounting
for their OPDV,

. review of prograns identified by the OPDIV's Annual
Performance Plan, for which costs should be accumulated and
assigned, and for programactivity outputs (where
applicable), and the proper assignnent methodol ogy;

' final approval of the identification of the resources
applicable to cost objects, and a proper cost assignment
met hodol ogy;

determ ning whether the appropriate cost accounting
procedures can be acconplished through their current
accounting system cost finding techniques, or other cost
studies and anal yses;

identification of significant inter-entity costs to ensure
that full costs are recorded in the OPDIV's accounting
system and;

. ensuring that the general ledger is the basis for cost data.
C. AO0sare responsible for:
. serving as a technical source to the CFO and FMO in

inplenenting cost accounting wthin their respective
organi zati ons;

. providing oversight on inplementation of cost accounting
within their OPDIV, or the OPDIV for which they provide
accounting services;

identifying information needed to effectively inplenent cost
accounting within their OPDIV, and taking the actions
necessary to obtain this information, and;

identifying, wth program nanagers, the organization's
programs and activities for which this standard is
applicable, and (to the extent possible) quantifying program
outputs on a tinely basis.
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Indian Hedth Service
Crosswalk between Budget Reporting, Cost Reporting,
GPRA Programs and the Statement of Net Cost

Budget Activities Sub-budget Activities GPRA Programs
Services

Page 1

——— 1-Hospitals & Health Clinics

l@———— | 2-Dental Serviees
Clinical Services  g——— | 3-Mental Health

L

lg——— | 4-Alcohol & Substance Abuse
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k_—_S-ConmctHealth S e r v i c e ] —»
l Urban Health I‘_—' 10-Urban Health

S
" Indian Health Professions |g—— | i1-indisn Health Poassiows. |~ Treatment

Tribal Management  [&——— | i3-Fibal Managemen:

I Self Governance J‘-——- 145df  Governance | o
15-Contract Support Costs- ( “““““““““““““
. l@g———— | Services P
ContractSupportCosts 24 Contact Suomort Com Eﬁ
(e | Failiies P
€———— | 6-Public Health Nursing ——
. — 7-Health Education —> P .
Preventive Health € | &.Comm. Health Reps 5 revention
[—— | 9.immunization AK S
Fecilities
Maint. & Improvementsf , 16-Sanitation Facilities
. &——— | 17-New/Renovated S Capital «—
g::lsttl: Care Facilities | 15 Exiving Pro gramm in g /e
l@——— { 19-Health Care Facilities Constr. |, Infrastructure o
l Equipment — | 23-Equipment —>
[ Direct Operations* k 13-Direct Operations J——-} Par tnerSh! psS, .
. If this is rdated to admin, then costs incurred for di i Consultation, e
. this Is related to admin, then codts Incurred for direct operations H
j should be alocated to GPRA programs as indirect costs. Core Functions,
{ and Advocacy
< 21-Environ Heglth Support ] N
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Subject:  PROPERTY

1-30-00 General
10 Expendable Property
20 Nonexpendable Personal Property

30 Real Property

1-30-00 GENERAL

Public Law 84-863 (31 USC 66 c) which amended the Budgeting and
Accounting Act of 1950 (PL 81 784) provides that each Federal
agency shall account for 1its property transactions and holdings
in terms of monetary values as an inter-gal part of its account-
ing system. Applicable basic principles, standards, and related
requirements are prescribed by the Comptroller General in Title
2, Chapter 2 of the General Accounting Office Policy and Proce-
dures Manual. Inthis chapter, policies, standards and specific
requirements for property accounting are promulgated for the
guidance of agencies within the Department in accordance with

the statutory and regulatory requirements cited.

Each agency in the Department shall systematically record, con-
trol, and report In monetary terms fts investment in property.
Departmental property falls into two classes, Real Property and
Personal Property, the latter further classified as expendable and
nonexpendable. Significant classifications of transactions and
holdings shall be established in the accounts and reports so as

to clearly disclose the nature and extent of the investment.

Coordinate Materiel and Real Property procedures will agree with
common accounting principles set forth by the Department. De-
tailed property records shall serve as accountable records and
support the balances in the general ledger accounts. Entries

to both the general ledger control and subsidiary accounts and

the detailed accountable property records shall bemade from the
same source documents.  The documents will be controlled and
annotated to ensure that both the property records and the

fiscal control and subsidiary accounts are updated within two

work days of receipt. Source documents shall contain sufficient
data to determine whether the property 1is expendable or non-
expendable, capitalized or noncapitalized, stocked or nonstocked.
They will disclose the unit acquisition cost or other value at
which the property is to be recorded and also identify and

classify the types of property.
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Where property accounting operations are mechanized, the property

accounting data will be recorded in machine readable form early
in the process, preferably, if suitable equipment is available,

as a by-product in the preparation of the initial property trans-
action document.

The accounts and property management records shall be maintained

in a form which will provide data for effective property manage-
ment and for cost data which management can use iIn Its overal
program evaluation, control, and planning functions.

1-30-10 EXPENDABLE PROPERTY

A. General

Expendable ﬁroperty consists of categories and specific items
which are charged as an expense when received or issued,
according to the accounting system maintained for the using

activity.

Properties charged to expense are usually expendable items that
are consumed or exhausted in use, but may include low value items
of a durable nature, such as desk top items and other articles
included in non-capital equipment object classifications. Other
property included in this category may be converted in the pro-
cess of construction, fabrication or manufacture and may lose

its identity whenincorporated into or made a part of equipment

or fixed property.

B. General Ledger Accounts and Records

Items of property classified as expendable for property control
and/or cost accounting purposes (HHS Materiel Management Manual
103.27.5003-1 (00), and acquired for and maintained in duly
constituted warehouses or stockrooms, shall be controlled and
accounted for as assets in Stores general ledger account 125
until issued for use or consumption. When issued, they will be
charged to the appropriate accounting entity. Stores items
delivered directly from vendor to user shall be treated as cur-
rent expense and charged to the proper account net of time dis-
count, In unusual circumnstances where operating unit expenses
ey de seriously distared by inclusion of a charge for items
delivered directly, in a quantity intended for use beyond the
current period, the costs properly chargeable to subsequent
periods will be treated as deferred charges and recorded in

general ledger account 134.9.
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Separate ledger control accounts will be established and main-
tained for each warehouse and stockroom. further subdivisions
may be established in the accounts as are clearly justified by
the need for the data furnished or by improvements in the exer-
cise of control accountability. Subsidiary accounts, records,
and other devices established to"provide accounting data and
control shall be maintained currently and accurately.

C. Determining Cost of Issues

Stores items, materials and supplies, issued for use shall be
charged to using activities on the basis of cost. Acceptable

methods of costing include:

1. Specific identification of items issued and costs recorded.

2. Cost determined on a first in, first out basis.
3. Computed average cost.

4. Standard cost adjusted from time to time to reflect changes
in actual cost.

In practice the determination and recording of costs in the
perpetual inventory records usually occurs prior to and apart
from the payment of related invoices. To allocate time dis-
counts by individual items and recompute unit costs is too
time consuming for the sake of precisely allocating the small
amount of such credits. The credits can be distributed peri-
odically either separately oras & credit against handling
charges.  Costs will, therefore, be recorded based upon the
firm unit prices stipulated in the purchase documents. No
adjustments will be made for time discounts in the unit costs
of individual 1items.

The credits originating from time discounts shall be accumu-
lated in an operating account established and clearly identi-
fied for this purpose. Periodically, the credits accumulated

in this account will be distributed to the users and consumers

of the supplies and materials. Adjustments in unit costs of
items purchased from the GSA may be handled under the time
discount procedure, if not significant. (Unit costs on private
vendors® invoices should be consistent with those in the pur-
chase document.)

Costs of handling, storage and issuance may be: (1) prorated by
generally accepted methods as part of the unit cost of materials
and supplies issued or (2) accounted for separately by object of
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expenditure g3 operating expenses for the supply function.
If an agency accounts for and includes in its budgets,
such service functions as part of a General Administration
activity, these costs will be reported intact. If, how-
ever, these costs are usually prorated to operating
activities for cost reports and are so reflected in the
budget, they should be distributed at least as often as
the cost reports are prepared.

D. Distribution of Charges to Using Activities

Charges for stores issued to the using activities shall be made
reqularly and not less frequently than one each month. The
method used in distributing charges, through the fiscal account-
office, shall be determined for each supply activity on the
basis of its size, the volume and frequency of transactions, and
the nature and extent of similar clerical operations with which
the distribution of charges may be efficiently combined within
the supply function.  Possible alternatives are:

1. Pricing and routing of individual requisitions to the
fiscal accounting office as orders are filled.

2. Furnishing fiscal accounting office with monthly re-
ports of issuances for each activity, by manual come
pilation, by mechanized operations, or by computer
print-outs. The lattter two usually can be prepared
as a by-product of updating perpetual inventories.

The extent to which clerical operations involving the summari-
zation and distribution of charges and related activities may
be more effectively or economically performed on mechanical
e?yipment should be considered. It is important that costs

of supplies issued be furnished the fiscal office regularly
and timely.

E. Physical Inventories

Capable personnel not engaged directly in the supply activity
will be assigned to conduct the inventory.

Physical inventories of supplies and materials maintained in
warehouses and stockrooms shall be taken annually or more
froguently as determined by the Property Management Officer.
eterminationwill be based upon the types of storage main-
tained, their value, and the degree of internal control
effected by stores™ procedures and records. The results of
Previous inventories also may be a determining factor in how
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frequently these inventories shall be taken. These factors

must be considered in determining the methods and procedures
to be used in taking inventory in each major area or segment
of stores® responsibility.

Sensitive stock i1tems controlled by a perpetual inventory
system will be 1inventoried each quarter of the year.

Detailed procedures, instructions, and the forms used will
be devised by the agency"s property management staffs. The
procedures, instructions, and forms established will be
manualized as part of the property management ssten  De-
tailed picsand procedures are specified for this pur-
pose in the HHS Materiel Management Manual s 103-27.53.
This material will be kept current and made readily availa-
ble for the consistent guidance of all concerned.

F. Reconciliation and Adjustment

Perpetual inventory records of supplies and materials and the
general ledger accounts will be reconciled each month. At
least annually, the reconciliation will be based upon a physi-
cal inventory of the items in stock. Procedures are‘contained
in HHS Materiel Management Manual s 103-27.5204.

As the general rule, adjustments will be made to correct clearly
established errors in reporting or recording receipts and 1SSu-
ances (HHS MM s 103-27.5019) and agreed to by the accounting and
groperty management staffs.  Such adjustments shall be supported
y a voucher properly cross-referenced to the documents which

were involved in the incorrect entries. Unexplained losses shall
be fully documented and reported to a desi?nated agency official
(apart from property or accounting) or a duly constituted Board

of smy, for consideration and disposition (HHS MM 103-25.51).
Entries adjusting the accounts and/or the stock record cards in
these instances will be supported by a copy of the document
evidencing approval of this action by the designated official or
board.

1-30-20 NONEXPENDABLE PERSONAL PROPERTY
A. General

Nonexpendable property consists of categories and specific itenms,
generally equipment, which are carried as capital assets of a
program or activity until disposed of by transfer, sale or sal-
vage. Accounting control shall be established and maintained
as an integral part of the agency®s accounting system. Policies
and procedures shall:
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[EEN

. Clearly state the criteria for capitalization of non-
expendable personal property (HHS MM s 103-27.5007 (c).

2. Provide for current recording of all such acquisitions

and disposals to the general ledger control accounts
and subsidiary property management records.

3. Provide for subsidiary property management records that
support the financial accounting records (HHS MM 103-27-
5201 (d).

4. Provide for monthly reconciliation of the subsidiary
property management records to the general ledger con-
trols accounts.

5. Provide for reconciliation and adjustment of general
ledger control accounts to subsidiary property manage-
ment records subsequent to the regularly scheduled
physical inventories.

6. Include requirements for determination and periodic
recording of depreciation.

B. Principles of Capitalization

Nonexpendable personal property is capitalized at cost (invoice
price less discount) plus significant and identifiable trans-

portation and installation charges, and related costs of obtain-
ing the property. More specific policies are:

1. An item is complete in itself and is not consumed.

2. Itdoes not lose its identity by reason of being incor-
porated into another item of property.

3. lthas a useful life of more than one year without material
impairment of its physical condition.

4. An item has a unit cost of $300 or more, including acces-
sories. The exceptions to this rule are:

-- Weapons, regardless of cost, will always be capitalized.

-- Library books and other library resources, when acquired
for "permanent collection™ will always be capitalized.

Direct material and labor costs, together with a representative
overhead factor, will determine the capitalized value of agency
fabricated equipment.
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Initial installation charges are considered as part of the

value at which an item or group of items of personal property
is capitalized. These include costs required to install,

erect, or otherwise construct or assemble an item of personal
property. Costs incident to the installation of equipment are
not capital ized as a part of the cost when:

1. The costs are identifiable with an improvement to the
building or structure housing the equipment and which
will be capitalized as part of the real property costs.

2. The costs are of an indirect‘pature and consist of hand-
ling, moving or placing portable and plug-in type equip-
ment in use.

3. The costs are directly identifiable to an item of equip-
ment which 1s costed to current operations.

When a trade-in is involved in a purchase, the capital cost of
the acquisition will be the amount payable to the seller plus

the allowance given for the traded-in property. The item traded-
in wfll be removed from the records together with accumulated
depreciation upon release to the seller.

The cost of an 1item acquired by donation, devise, forfeiture or
confiscation shall be established according to its value to the
agency, its condition and fair market value.

When an item is retired from the inventory for any reason, the
capitalized amount shall be removed fram the asset account with
a corresponding entry to adjust the reserve account for the
amount of the accumulated depreciation.

Items acquired by lease-purchase contract, that have the practi-
cal effect of installment purchasing, shall be established at
the purchase price. In accordance with the terms of the con-
tract, rental payments be applied toward the purchase price.

That portion to be capitalized which has been expensed shall be
credited to current and prior years expense, as appropriate.

Any property acquired by foreclosure will be capitalized at the
lesser of the appraised market or the amount owed by the borrower
plus any costs incurred by the Department to acquire the item.

Property acquired from other agencies will be recorded as capital
assets.  That transferred with reimbursement will be recorded at
the agreed upon price, but no less than its estimated useful

value. That transferred without reimbursement will be recorded
at its depreciated value, fran the transferring agency's records,
plus all costs incurred in acquiring the item.
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Property will be recorded net of trade and cash discounts
whether or not the cash discount is taken. Any penalty
for late payment will not be considered anincrease in
the value of the asset acquired, but will be recorded

as an added administrative cost of operation.

As i1tems are identified and segregated for trade-in, sale
or other disposal, the gross capitalized value will be
transferred from the In-Use general ledger accounts 137.1
and 140.1 to the Pending Disposal general ledger accounts
137.2 and 140.2.

Property purchased by installment contracts will be capital-
1zed at the time i1t is received and accegted by the Govern-
ment, rather than periodically as installment payments are
made or when title passes. Capitalization is based upon
purchase price plus any related costs which may include
include site preparation, installation and similar costs
whether included in the contract or incurred separately.

Property made available to a contractor by purchase or
otherwise will be recorded in general ledger accounts
137.4 and 140.4 until disposed of by transfer, donation
or sale, unless an exception is made-by specific statute
o regulation. Similarly, property made available to a
grantee will be recorded in general ledger accounts 137.5
and 140.5. Only property acquired by grant funds may be
transferred to a grantee.

C. General lLedger Accounts and Records

The chart of accounts provides five subordinate classifica-
tions to the general ledger control accounts 137 Equipment"

and “140 Equipment Trust™. Use of these and other sub accounts
will be governed by the needs of each agency. Besides provid-
ing financial and management data, the sub accounts will facili-
tate reconciliation to subsidiary property records and the
periodic physical inventories.

In determining the need for subordinate classifications {or

other intermediate control records) these factors will be
considered:

1. The size and type of agency and components.

2. The nature and extent of asset transactions and holdings.

3. The activity or cost center levels at which depreciation
costs are to be recognized as operating expense.

4. The system or methods and procedure in effect for physical
control and/or accountability for the assets involved.
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Detailed records in support of the general ledger control

and sub accounts will be maintained by the property manage-
ment staff. As a minimum, subsidiary property records will
be established for:

1. Each organizational segment established as an accounta-
ble area.

2. Each accounting entfty for which costs are periodically
compiled, if different from accountable area.

3. Each major grouping of property, such as, furniture and
furnishings, and mechanical, technical, medical, scienti-
fic and electronic equipment, etc.

Equipment property records will contain the date of acquisi-
tion and the estimated useful life of the item. If these
records are maintained on ADPE, print-outs or methods to
items by life expectancy may be made available to assist in
determining the amount to be charged to the depreciation
expense account.

Additionally, property subsidiary records will be maintained
to account for fixed equipment installed in leased real pro-
perty; property loaned or borrowed or under personal custody;
and federally owned property held in custody by agrantee or
contractor, to include the name of the custodian and his
physical location.

D. Depreciation

The procedures for determining and recording depreciation
shall be simple. Under precision and detail in maintain-

ing depreciation accounting records should be avoided.
Generally, an annual computation of depreciation with pro-
portionate allocation of the annual amount to each inter-
vening report period should serve to provide fair estimates
of equipment depreciation chargeable to the reporting period.
these proPortionate allocations must be revised whenever un-
usually large purchases of equipment are made during a cur-
rent yedr. Depreciation of unusually large cost items of
equipment should begin as soon as they are put in use. The
calculation of depreciation can be made quickly and simply
if subsidiary property records are maintained on ADPE to
furnish year of acquisition and life expectancy data. For
the sake of simplicity, salvage or trade-in value will be
recognized in developing formula for computing depreciation
only for those classes of capital equipment in which Firm
patterns of significant residual values have been established.



HHS Chapter 1-32 Page
Departmental Accounting Manual
HHS Transmittal 80.5 (9/30/80)

The useful life estimates for capital equipment should be
reviewed and revised periodically In accordance with actual
experience. The Internal Revenue Service bulletin on de-
preciation may be used as a guide,

Depreciation will be recorded each month in a cumulative
control account in the general ledger, or annually for
those agencies that do not require a more frequent deter-
mination of the costs of all resources consumed in per-
forming services. IT subordinate classifications (or
other intermediate control records) are maintained for
capital equipment, the amount of depreciation shall be
recorded to the counterparts of such accounts or records.
The debit part of the cumulative monthly depreciation
entry is a charge to the Expense Control in the General
Ledger and subsidiary accounts. Finer allocations of de-
preciation to budget activities or other cost breaks not
directly aligned with accounting entities will be made
only as required for periodic total cost reports for manage-
ment.

E. Physical Inventories

As in the case of expendable materials, the inventorying of
nonexpendable property is the responsibility of the Property
Management Officer, except that inventorying of library books

and other [library resources are the responsibility of the
Librarian. Detailed policies and procedures are contained in

HHS Materiel Management Manual § 103-27.53. The physical

inventory 1is necessary to verify the accuracy of the property
management records and must be reconciled to the amounts re-

10

corded in the general ledger accounts. Capitalized  nonexpenda-

ble property wi 11 be inventoried annually, except that personal

custody property, regardless of cost and whether or not capital-

ized, will be inventoried at least every three years.

F.  Reconciliation and Adjustment

The susidiary property records and the general ledger accounts
will be reconciled each month (see MM s 103-27.5020(c) for use

of Property Voucher Register). The subsidiary property records
and the general ledger accounts will subsequently be reconciled

to the results of the annual physical inventory. Differences
will be investigated to determine the cause and to identify

materiel and fiscal accounting procedures that require modifi-

cation to preclude future error and loss. Accounting  records
must be brought into agreement with the physical inventory

findings.
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Differences which are determined to the errors in recording
receipts or disposals will be fully documented. With the
approval of designated property management and accounting
officials, adjustment to the accounts will be made for such
differences without Board of Survey action.

Shortages, determined to be other than errors in recording
receipts or disposals, and damages will be documented with
all known facts and be referred to a designated individual
or Board of Survey for determination of responsibility.

(HHS MM 103-25.51) After the determination is made a copy
of the determination will be usedto adjust the property
management records and the fiscal control accounts. If

an individual is held pecuniarly liable, the fiscal office
will set up an account receivable and initiate action to re
cover the amount of the loss. If pecuniary liability 1is
not established, the loss will be written off by a charge
against the appropriate invested capital account or special
loss gain account.

G. Nonexpendable Personal Property Not Capitalized

The $300 minimun as a criteria for capitalization of nonexpenda-
ble property is a practical device that avoids a detailed pro-
perty accounting for diverse items that donot warrant extensive
accounting.  Upon acquisition these 1items are charged directly

to the operating costs of applicable activities, and are account-
ed for in object class 3190, Noncapitalired Equipment.

Officers at agency level will prescribe procedures to achieve
control over such property. Methods may include maintenance
of memorandun receipt files, safekeeping facilities, unique de-
cals for the taking of physical inventories, and hand receipts.

When activities operating on a "fee for service™ basis acquire
a number of items that would substantially distort costs in the
current accounting period, the cost may be recorded in general
ledger account 134.9 as a deferred charge. Costs will then be
amortized over a three to five year period of time.

Library books and other library resources, whose use will be
limited to a year or less, will be recorded as expended non-
capitalized property. Similar items purchased as reference
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material for individual offices will be recorded as administra-
tive “supplies.

Items of any value that are not capitalized because they tend to
loss i1dentjfy by reason of being incorporated into another item
of property will be recorded as expensed noncapitlized property
or as a deferred charge. An example might be installed carpet-
ing.

1-30-30 REAL PROPERTY
A. General

Real property consists of land, buildings and other structures
including permanently attached fixtures, equipment and other
appurtenances. The cost of such property will be recorded in
the general ledger accounts and invested capital accounts

when an agency of the Department has been assigned holding and
accountability  responsibility.

B. Principles of Capitalization

1. Land purchased by the Department shall be capitalized at
the acquisition price, plus all costs incidental to the
acquisition and to preparing the land for use.

2. Buildings and structures shall be capitalized on the basis
of original cost plus the costs of additions, betterments,
rehabilitation, or replacements costing $500 or more as
defined in Section ® 17-l0-40 Real Property Management Manual,
and which signficiantly increase the usefulness, produc-
tivity, service life or capacity, Repair and maintenance
costs necessary to keep the buildings and structures in
operating condition shall be treated as current operating
costs.

3. When major improvements are made by replacement of fixed
equipment,(e.g., Iinstallation of a more efficient heating
plant or higher speed elevators) the cost of the new equip-
ment will be recorded and the cost and accumulated deprecia-
tion of the replaced equipment will be removed from the re-
cords.
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4. The costs of non-structural improvements and alternations
buildings and structures for which an agency does not have
holding and accountability responsibility will be included
in current operation expenses. For additions, improvements
or betterments which affect the capacity or change the basic
design of the property the cost shall be treated as an asset,
classified as a long term deferred charge and amortized over
the planned period of possession. Such costs that are to be
recouped by increased charges for services rendered iIn sub-
sequent accounting periods may be prorated proportionately.

5. Property transferred from another Government Agency, at no
cost or at a cost less than original acquisition cost, will
be capitalized at the original acquisition cost. Annual in-
ventory reports on real property owned by the United States
are stated on the basis of original acquisition cost. Ex-
pired costs represented by depreciation accumulated to the
date of transfer will be assumed and recorded in the cumu-
lative depreciation accounts.

6. Property acquired by donation or forfeiture, from outside
the Govermment, will be recorded in a capital account at
an amount which the Agency determines it would have b
willing to pay for it, giving due consideration to the
usefulness to the Agency, condition, and estimated market
value.

7. Accrued costs for construction of real property are re-
corded in construction-in-process capital accounts on the
basis of reported work performance under construction
contracts.  All significant elements of cost, whether
direct or indirect, are accrued. Upon acceptance of
property from the contractor, the amount thus accrued
Is transferred to the appropriate real property account.

8. Additions, improvements and betterments to leasehold build-
ings and structures having a useful life of over one year
will be accounted for as an asset and amortized over the
period of possession or the life of the improvement, which-

ever is less.
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C. General Ledger Accounts and Records

Accounts subsidiary to the general ledger control accounts, 145
Fixed Real Property or 146 Fixed Real Property « Trust, will be
maintained to show investment in land separately from investment
in buildings and other structures. As a minimum, separate con-
trol accounts will be maintained for each accountable officer.
The comprehensive real property records maintained by the
accountable officer will be subsidiary to the general ledger
control accounts.  Procedures will provide that controlled real
property  vouchers, Form HHS-88, which assemble the documents
evidencing these transactfon, will be used to support entries
to both the real property records and the general ledger
accou?ts (See HEW Real Property Management Manual, Chapter
17'10 e

D. Depreciation

Depreciation of real property will be recorded in the accounts
of all agencies of the Department at .least annually; however a
monthly recording is preferably so that all significant costs

of an agency can be included when reporting costs of performance
to management officials, the Congress and the public.

The expense account and reporting level at which the
related expense or charge will be distributed in the

detailed accounts is determined by the needs and cir-
cunstances of each application.

Agencies that periodically prepared "total cost® re-
ports for evaluation of comparable major installations
or the costs of a major installation over an extended
period, will require distribution of these costs to
unfunded expense control accounts established at

that level. Agencies, or segments thereof, engaged

in activities, services and/or in furnishing goods and
supplies on a reimbursable or charge basis are required
to distribute depreciation charges at a level of detail
appropriate to the proper determination and inclusion
of those unfunded costs in charges established for the
services or products furnished. Office of Management
and Budget Circular A-25 provides that cost computations,
used to establish user char?es and fees for government
services and property, shall include depreciation of
buildings and equipment.

14
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The period selected to amortise real property costs shall
be estimated with due regard to all available information
with respect to physical life, technological, and other
factors of consequence which have a bearing on the probable
useful period of life of the property to the agency. The
maximum period to'be used is 100 years.

The computation of the annual charge for depreciation and
maintenance of detailed records are the responsibility of
the fiscal accounting office. This office will distribute
the canputed charges to the related general ledger accounts
and expense accounts according to the proration perfod es-
tablished by the agency.

The conversion of depreciation expense into units of cost
useful in structuring reports for shorter time periods,

or in obtaining cost per unit of space occupancy and such
other forms required to compute charges for reimbursable
services and property exchanges, is also a function of the
fiscal accounting office.

E. Inventory Real Property and Adjustment or Records

A review of the real property records and reconciliation with
the general ledger accounts will be made at least annually

to the accuracy of the real property records before the annual
real property report is prepared. Any adjustments required to
update either the property records, accounts, or both will be
documented on a Real Property Voucher (*See HEW Real Property
Management Manual, Chapter 17-10).

*Chapter 17-10 to be transferred to an appropriate part of the
Facility Engineering and Construction (FEC) Manual.






HHS Chapter f-60 Page 1
Departnental Accounting Mnual
HHS Transmittal 89.6 (12/31/89)

Subject: JONT FINANCI AL MANAGEMENT | MPROVEMENT ~PROGRAM

|-60-00  Purpose

10  Overview

20 HHS Support of JFMP Efforts
30 Information Requirenments

|-60-00  PURPCSE

This chapter sets forth the objectives of the Joint Financial
Managenent | nprovenent Program EJFMP. It provides the guide-
- lines for, HHS participation in the JFMP and for reporting
annual Iy initiatives undertaken b
Operat | n? D vi si ons (OPDIVs), an
managenent in the Departnent.

|-60-10  OVERVIEW

The JFMP. is a joint and cooperative undertaking of its sponsor-
ing agencies consisting of the Ofice of l\/anagepenth anrd udlget,
the General Accounting  Cffice, the Department “of the Treasury and
the Ofice of Personnel Mnagenent. he é)ro?ram I's admnistered

a Steering Conmttee, WhiCh IS conposed of representatives of
the sponsoring agencies, the Executive Director of the JEMP an
a representative from a ) or Depar.trrenr_tj. nder the guidance o
the steering commttee, the Executive Director and staff develop,
direct and Undertake programs and projects for JFMP on a day-
to-day basis.

he. Ofice of the tary,
%I eqi onsI to (l)rrprove F’Fr?gﬁciaay

The overal | objectives of the JFMP are to:

0 Encourag,e and promote the sharing and exchanging of
information concerning good financial policies,
practices and techniqueS throughout the Govern-ment.

0 | mprove financi al managenent throughout theGovernment,
and thereby contribute significantly to the effective
and efficient planning and operation of Government
prograns.
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|-60-20 HHS SUPPORT OF JFM P EFFORTS

To achieve fully the necessary coordination and cooperation the
Office of the ecretartyl OPDIVs and Regions will identify
financial mnagement o ficials to serve as a point of contact on
matters relating to the JFMP.  These officials are identified in
the Federal Financial Mnagement Directory. Their names are
listed along wih reEresentatlves_of_other Government Departnents
and Agencies. The JFMP programis inplemented in HHS in the
fol | ow ng ways:

0 Special projects undertaken to study significant
roblem areas and recomend solutions.. ~HHS conponents
enefit tv)\% cooperating with and participating in these
studi es when requested by the Deputy Assistant
Secretary, Finance,

0 An annual report on the progress within HHS on its own
financial managenent inprovéments helps ensure
continued management attention to and interest in.
inproving financial management. The report describes
financial management activities acconplished and in
ﬁ[Oﬁr,ess,, and becones ﬁart of the JFMP Annual _Report
nighlighting sone of the major financial management
| nprovenents throughout the  Federal GCovernnent.

| -60-30 | NFORMATION REQUI REMENTS

A As appropriate the Office of the Secretary, OPDIVs and
Regions shall prepare an annual Status Report of Financial
Manaaement | nprovenents on naj or prolj]ects on a calendar year
basis. ~ The report shall desCribe the project, highlight
potential or actual savings, and identify the responsible
action official who may Pe contacted for” further details.
lealjor'" project for thée JFMP annual report is one of the
ol Fow ng:

1. El i mnates weaknesses that could |ead to fraud, waste,
abuse, and msmanagenent of Government resources.

2. | npl enents actions that are in response to the
Congr ess.
3. mproves the accuracy, reliability, and tineliness of

|
financial reports.
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B. The annual report(s) will be submtted in original _and five
copies to the Deputy Assistant Secretary, Finance within 15
da?/s following the close of the calendar year. Distribution
wll be made “as follows:

1. The original and two c'ggi es of status reports selected
for inclfusion in the HHS annual report wll be sub-
mtted to the JFMP.

2. Copies three and four of the status reports wll_ be
progllldeoll tto thle %othlflce of ébfldlt and to the Depart-
nental Interna ntrol _(IC) Icers,  The purpose af
this is to inform both OI& the |C Officers ofparpeas o?
review and to inprove coordination with the JFMP. |t
also allows them the opportunity to make available any
additional information they mght have with respect to

the subject matter of the "status reports.

3. The last copy will be retained on file with the Ofice
of the Deputy Assistant Secretary, Finance.

Instructions for conpleting the annual Status  Report of
Fi nanci al Managenent Improvements ar e aS ot OWS.
1.

The reporting format to be used is provided on Exhibit
1-60-A.  The annual report should copsist of a series
of narrative summaries prepared in this formt (one
page for each mjor financial inprovenent).

2. For each item being reported, enter in the space
provided one of the followng report categories:

(a) gnanlm al Man% enent Systems (as defined in OVB
rcular A :

(b) Accounting Policies and Procedures.

(c) Financial ™ Reporting. ,

(d) Cash and Credit Managenent/Debt Collection (e g.
smart cards, third party drafts, EFT, etc.).

(e) Automated A?nﬁllcatlons (e.g. enhanced input/output
interface, the use of mcroconputers, networking)

(£) Productivity. ,

(g) Budget Development and Execution.

(h) Cross-Servicing. , o

(1) Qher initiati'ves (i.e., standardization of
financial data),

(3) Auditing (for direct response by OG.

3. The status of each reported item should be checked
either as "Acconplished,” i.e., conpleted during the
cal endar year, oOr "In Process."
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4, For each reported item there should be included in
narrative formin the summary section of the report:

(a) A concise and succinct description of the
| nprovenent . _ . . .
(b) tggteactual or estimted inplementation/ conpletion
(¢) Any actual or anticipated cost savings.
(d) GKer maj or benefltsp. g o
(e) The nane” and te| ephone nunmber of an individual to
whom requests for more specific information on the
| nprovenent can be directed.

5. The narrative should be descriptive of the inprovenent,
yet. be concise enough that it can be reported with
mninum or no nodification in the Annuall JFM P Report.
Acronyms or abbreviation are not to bEx used unlfess t hey
are fully explained or identified. anmples o
managenent inprovement projects reported 1n the HHS
1988" JFM P subm ssjons are provided in Exhibit 1-60-B
The, summary narrative on each reported item should be
limted to the space provided on Exhibit 1-60-A Refer
to previous JFMP annual reﬁorts for a guide concerning
| ength and description of the summary report on each
| nprovement.  Mre detailed 1nformation s optional,
but, if prepared, it should be attached to the sunmary
report.

D. Instructions for updating the HHS portion of the JFMP
Managers_D are as follows;

1. A current updated directory listing the Office of the
Secretary, OPDIV and Regional finapcial mnanagement
official S shall be submitted wth the annual “report.
The listing will include the title of the position, h
address and_tel ephone nunber for each jndividual. The
|ist of officials should cover, as a mninum those
functions identified in Section 1-60-30-C 2.

2. To assist in uEEating the directory, refer to the
Department  of alth and Human Services Federal

ELD.a.ELQI_a.l_NB.n.a.Qﬂﬁ_D_I’JiQt&%Lbin Exhi bi[( OI1-60-(:. | f
chﬁ_n es needed are mnor, Submt a marked-up copy of
|

Exhibit 1-60-C
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Department or Agency:

Bureau or Subdi vision;

Cat egory:

St at us: E | Acconpl i shed In Process
Description of |nprovenent

SUMMARY

Contact Person Phone Nunber

DETAILS: (Optional, attach if prepared)
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Status Report 0f 1988 Fi nanci al Management | nprovenents
Departnent or Agency: —Departnent of Health and Human Services
Bureau or Subdivision: —(ffice of the Secretary
Cat egory: Einancial Minaaenent Svstens

St at us: Acconpl i shed X In Process

Description of 1988 |nprovenent

SUMVARY

During 1988 the Departnent of Health and Human Services finalized
the Phoenix Project Plan, addressing the_accounting systens
requirements of the entire Department.  The plan call for each
Departnental conponent to acquire a primry accounting system
which may be custom zed to meet unique agency needs while at the
same tine meeting the overall Departnental requwenents as
prescribed in the Departmental Accountlnlg Manual . The inportance
of this achievenent is that the inplemenfation of thys.softuare
wi || standardize, for all conponents and o erat|ng division of
HHS, its chart of accounts, transactloov codes, *gct cl ass.
codes accounting tabl es, |nput record layouts and accounting
classification code structure, thus creatlng a single integrated
Financial Management System for the Departnent.

Contact Person Wlliam T Topolewski Phone Number—(202)245-6497-
DETAILS:  (Optional, attach if prepared)
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S at R f 1088 Fi 2l
Department or Agency: —Department of Health and Human Services
Bureau or Subdivision: Centers for Disease Control

Category: —CDC Travel Manaaenent System

Stat us: Acconpl i shed X In Process

_— f
SUMMVARY

The Department of Health and Human Services, Centers for Disease
Control, is phasing into production an interactive, on-line
Travel Management System TI\/B?._ The system incorporates the
functional _fequirements as ouflined in the Department's Phoenix
Project. The system was devel oped using a nodern data hase
nmanagenent system and state-of-the-art concepts. € various
travel documents and other docunents generated as a result of
travel are prepared in an on-line, interactive environment and
submtted to the apProprlate officials for electronlc,apProvaI.
Once approved, the travel docunents are then electronically
prepared and printed at printers attached to the personal °
conmputers. he systemis fully integrated with the accounting
function, There is a Cashier Mdul e that provides for on-line
verification that a traveler is authorized to pick up an advance,
This module also electronically prepares any travel related
documents required by the cashier. There is an Airline Ticket.
Modul e which provides for on-line verification that a traveler is
authorized to pick up an airline ticket and handles YSC?KdI ng ,and
ayi nP of airline carrier bills. A conmputer-generated [ist “of
ravel selected for random audit can be produced on an "as
needed" basis. Mst inportantly, the system autonmatically
records all financial transactions (i.e., obl |1gnat|ons adv.a[r]ceg
and expenditures) in the accountin s;ist em e system Wi €
installed at the first site in early 1989 and will bhe fully
inplemented at all sites by the end of FY 1989.

Contact Person_(laude E Pickelsiner Jr phone#—(404)842-6600—
DETAILS:  (Optional, attach if prepared)

2
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epor

Department or Agency: —Departnent of Health and Himan Services

Bureau or Subdi vision: Food and Dprug_Adm nistration

Cat egory: Automnted Applications -- Accounts Pavable

Stat us: X Acconpl i shed In Process
0 — [

SUMVARY.

in 1988 the Departnent of I-Iealth and Human Service's Food and
Drug Adm nistration (FDA) inplemented an automated Accounts
Pa able System designed to facilitate conpliance with the Pronpt
Act and to issue payments under this Act The s stem
ormtlcal y determnes "the pronpt pay date f aé: paynent, as
as any dlscount or interest penalty. Standa transactions
for the general ledger are also enerated Data files Provide a
base for ‘the preparation of reports eﬁn he measurement of
accounting technician perfornance. i's currentl 5 operati onal
at FDA headquarters and is used by approximately 20 accounting
technicians.  This systemis characterized by a stringent set If
internal controls.

Contact Person _Erank P aunts Phone Nunber (301)443-3260
DETAILS:  (Optional, attach if prepared)
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St at s Rppnr'r of 1988 Financial l\/hnagpm:n’r Inprn\/pm:n'rq

Department or Agency: —Departnent of Health and Human Services
Bureau or Subdivision: —_Social Securitv Admnistration

Cat egory: Einanci al Managenent Systems

Stat us: X Acconpl i shed In Process
Description of 1988 | nprovenent

SUMMARY

The Social Security Admnistration, Department of Health and
Human Services, developed a budget tracking system that
strengthened execution of its $256 mllion information technol ogy
system budget by admnistratively controlling funds at the
pfoject level, ~Financial reports now track “actual against
planned spending by project. The status of fﬂ]nds %ata |ds .
avai|able on-line or in hardcopy reports. € enhanced reporting
permts the agency to track changes from the legislative to the
operating budget, “ensure that funds are used only for ap?roved
rojects, and reprogram budgetary resources in the event they
ecome avail able.

Contact Person_Charles A lews Phone Number_(301)965-0003
DETAILS. (Optional, attach if prepared)
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DEPARTMENT OF HEALTH AND HUMAN SERVICES
FEDERAL FINANCIAL MANAGERS DIRECTORY

CEFICE OF THE SECRETARY (OS) ~ (DEPARTMENTAL

OFFICE OF THE ASS| STANT SECRETARY FOR
MANAGEMENT AND BUDGET !ASMB!)

Assistant Secretary for Management and
Budget and Chief Financial Ofloer (CFO}
Kevin E. Moley

Humphrey Building, Roan 514G

200 Independence Ave., SW

Washi ngton, D.€, 20201

(202) 245- 6061

(FTS) 245-6061

OS/ASMB/FINANCE

Finance and Accounting Policy, Operations
ad Systems

Dennis J. Fischer

Deputy Assistant Secretary, Pinance
Rumphrey Bui | di ng, Room 739H

200 Independence Ave., SW

Miashington, D.C. 20201

{202) 245-7084

(FTS) 245-7084

Financial Policy

larry J. Eisenhart

Director, Ofice of Financial Policy (CFP)
Rumphrey Building, Room 705D

200 Independence Ave, SW

Miashington, D.C. 20201

(202)  245-6176

(FTS) 245-6176

Cash/Credit/Debt  Management
David A Quinn

Director, Division of Financial
Management Policy, OFP
Humphrey Bui | di ng, Roan 705D
200 I ndependence Ave., SW
Washington, D.C. 20201

(202) 245-6203

(FTS) 245-6203

Fi nanci al Reporting
Frank W Sullivan
Director, Divlslon of Accounting
and Fiscal Policy, OFP

Building, Room 705D
200 Independence Ave, SW
Washington, D.C. 20201
(202) 245-1799
(FTS) 245-1799

Internal  Controls

Guy P,Linza

Director, Departmental FMFIA
Program, OFP

Humphrey Bui | di ng, Roam 705D
200 I ndependence Ave, SW
Washington, D.C. 20201

(202) 245-6207

(FTS) 245- 6207

PInanclal system

WlliamJ. Topolewski
Director, offcc of Financial
systems (OFS)

Humphrey Bui | di ng, Roan 730D
200 I ndependence Ave, SW
Washington, D.C. 20201

(202} 245- 6226

(FTS) 245- 6226

Finsnclal Systems Integrity

(I'ncl udes FMFIA Section 4}
Thomas J. Doherty

Director, Division of Financial
Systems I ntegrity, OFS
HBumphrey Bui | di ng, Room 730D
200 1Independence Ave., SW
Vashington, D.C. 20201

(202) 245-6488

{FTS) 245- 6499
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Financial Systems Development
John r Moeller

Director, Division Of Financial
Systems Desi gn And Analysis, CFS
Humphrey Building, Room 730D

200 Independence Ave, SW
Washingtoen, D. C. 20201

(202) 245-7143
(FTS) 245-7143

Pinancial Operations

Wlliam L. Shelton

Director, office of Financial
operations {(OF0)

Rumphrey Bui | di ng, Room 750D

200 Independence Ave., SW
washington, D. C. 20201

(202) 245-8085
(FTS) 245-8085

G ant payments

Thomas F. Greene

Director, Division Of Fedaral
+ Assistance Financing, oF0

Rockwall Building, RoonB76

11400 Rockville Pike

Rockville, MD 20852

(301) 443-1660

{FTS) 443-1660

Acceounting Operations

Garland W. Heare

Di rect or, Divisien ofAccounting
Operations, COFO

Humphrey Building, Roan 750D

200 Independence Ave., SW
Washington, D.C. 20201

{202) 245-6388

{FTS) 245-6388

Pinancial Reporti ng{Regional Accounting)
Henry L. leach

Di rector, Division Of Pinancial Systems
Operations, OFQ

Rumphrey Bui | di ng, Room 746D

200 Independence Ave. SW

Washingtan, D.C. 20201

(202) 245- 0401

(FTs) 245- 0401

Cost Allocation and Audit Resolution
Policy and Qperations

Gary M. Talesnik

Director, Office « Gant and ommat
Financial Management (OGCEFM)

Humphrey Bullding, Roan 513D

200 Independence Ave., SW
Washington,D.C. 20201

(202) 245-8740

(FTs) 245-8740

Page

ADP Cost Reviews

W. Otto Kent

Director, Division of ADP

Revi ew, OGCFM

Humphrey Building, Roan 513D
200 Independence Ave., SW
washington, D. C. 20201

(202) 245-8791

(PTS) 245-8791

Audi t Resolution

Charles J. Seed

Director, Division of Audit
Resolution, OGCFM

Humphrey Building, Roan 513D
200 Independence Ave, SW
Washington, D.C. 20201

(202) 245-8741

(FTS) 245-8741

Cost  Allocation

Bdward M. Tracy

Director, Division of Cost
Deterninati on Management, OGCEM
thumphrey Bui | di ng, Room513D
200 Independena Ave., SW
washington, D. C. 20201

(202) 245-0481

{FTS) 245-0481

0S/ASMB/BUDGET

Budgeting

Dennis P. WIliam

Deputy Assistant Secretary, Budget
Humphrey Building, Roan 503H

200 Independence Ave., SW
washington, D.C. 20201

(202) 245-7393

(FTS) 245- 7392

Budgeting

James &craft

Director,Di vi Si on of Budget
Policy and management
Humphrey Bui | di ng, Roan 503H
200 Independence Ave., SW
Wshington, D.C. 20201

(202) 245-6151

(FTS) 245-6151

Budgeting

William R. Beldon

Director, Di vi si on «Public
Heal th and Soci al Services Budget
Humphrey Bui | di ng, Room 503H

200 Independence Ave., SW
Viashington, D.C. 20201

(202) 245~-8846

(FTS) 245-8846
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Budgeting

Shirley c. Carozza

Director, Division of ©S
Budget Analysis

Humphrey Bui | di ng, Room5038
200 Indeperisnce Ave., SW
Washington, D.C. 20201

(202) 245- 6345

{FTS) 245- 6345

Budgeting

Elizabeth Cusick

Director, Division of Health
Benefits and Income Security
Humphrey Bui | di ng, Room 503H
200 Independence Ave., SsW
Miashington, D.C. 20201

(202) 245-6553

(FTS) 245- 6553

Budgeting

Edwin Sul | i van

Director, Management Prograns
. Humphrey Building, Room 513D
200 Independence Ave., SW
Miashington, D.C. 20201

(202) 245-0100

(FTs) 245-0100

OS/ASMB/MANAGEMENT AND ACQUI SI TI ON

Procurement Policy and Operations
Terrence J. Tychan

Director, Office of Acquisition
and Grants Management (OAGM)
Humphrey Building, Room 517D

200 Independence Ave., SW
Miashington, D.C. 20201

(202) 245-8%901

(FTs) 245-8901

Procurement (per ati ons
Richard dinkscal es

Director, Office of Small and Disad-

vantaged Business Utilization, amd

Humphrey Building, Room 517D
200 Independence Ave., SW
Washington, D.C. 20201

(202) 245-7300

(FTS) 245-7300

Grants Pol i cy

Beverly Cordova

Director, Division of Grants
Management and Oversight, OAGM
Bumphrey Building, Room 517D
200 Independence Ave., SW
Washi ngton, D.C. 20201

(202) 245-0377

(FTS) 245-0377

Procurement Pol i cy

Neils L. Holtet

Director, Division of

Acqui sition Policy, (oaeM)
Humphrey Building, Roem 517D
200 Independence Ave., SW
Washington, D. C. 20201

(202) 245-8960

(FTS) 245- 8960

Procurement Operations

Vésley L. Mann

Director, Division of Contract
Operations, (QAGM)

Humphrey Bui | di ng, Room 517D
200 | ndependence Ave., SW
Washington, D. C. 20201

(202) 475-6544

(FTS) 475-6544

Procurement and Logisties Policy
Carol A. Pitts

Director, Acquisition and
Logistics Research Staff, (QAGM)
Humphrey Building, Room 517D
200 Independence Ave., SW
Miashington, D.C. 20201

(202) 245-0079

(FTS) 245-0079

OS/ ASS| STANT SECRETARY FOR PERSONNEL
ADM NI STRATI ON

Central  Payrol

Thomas M. King

Director, Office of Human Resource
Information Management

Humphrey Bui | di ng, Room 5068

200 Independence Ave,, SW
Mashington, D.C. 20201

(202) 475-0185

(FTS) 475-0185

OS/REGIONAL STRATIVE SUPPORT
CENTERS (RASCs

VACANT

RASC Director, Region 1

John F. Kennedy wed Building
Government Center, Room 2411
Boston, MA 02203

(617) 223-6209

(FTS) 2234209
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Vincent J. Bamundo

RASC Director, Region 2

Jacob K. Javits FederalBuilding
26 Federal Pl aza, Room 3835

New York, NY 10276

(212) 264-1308

(F1S) 264- 1308

VACANT

RASC Director, Region 3
PO Box 13716, Mail Stop 2
Phi | adel phia, Pa 19101
(215) 596- 6421

(ETS) 596- 6421

BEddie J. Sessions

RASC Director, Region 4

101 Marietta Tower, Room 1501
Atlanta, GA 30323

(404) 221- 2471

{F15) 242- 2471

Robert  Brown

sRasc Director, Region 5

105 Nest adams Street, 23gd Fl oor
Chi cago, IL 60603

(312) 353-0682

{PTS) 353-0682

VACANT

RASC Director, Region 6
1200 Main Tower, Room 1115
Dallas, ™ 75202

(214) 767-3258

(FT5) 729- 3258

VACANT

RASC Director, Ragion 7

601 mast 12th Street, Room 210
Kansas City, ™ 64106

(816) 374-2829

(FTs) 867- 2829

Richard L. OBrien

RASC Director, Region 9
1961 Stout Street, Room 120
Denver, CD 99294- 3539
(303) 844-2836

(FTS) 564- 2836

Robert H. Chang

Rasc Director, Region 9

Federal Office Building

50 United NationalPlaza, Rocem 411
San Francisco, ca 94102
415-556-0522

FTS 8-556-0522

Page

VACANT
Rrasc Director « Region 10
2201 6th Avenue

Seattle, WA 98121

(206) 442-8006

(FTS) 399-8006
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HHS PRIMARY OPFPRATING UNITS

oerice OF THE SECRETARY (0S) PUBLIC HEALTH SERVICE (PHS)_

OS/ASMB/FINANCE PHS/OFFICE OF THE asststant SECRETARY
FOR HEALTH (OASH),

Accounting Operations

Garland . Heare John C. Vst

Director, Division of Accounting Director, Office Of Resource Management (CRM)

Operations, OFO and Chief Financial Officer (CFO), PHS

Humphrey Building, Room 750D Parklawn Bui | ding, Room 17A-13

200 Independence Ave., sw Rockville, MD 20857

Washington, D.C. 20201 (301) 443- 1484

(202) 245-6388 (FTS) 443-1484

(FTS) 245-6388
Diane H. Carvey

0S/ASMB/BUDGET Director, Division of Financial
Management, ORM

Budgeting Parklawn Buil di ng, Room17a-13

Shirley c. Carozza Rockville, wm> 20857

Director, Di vi sion ofQs (301) 443- 1404

Budget Analysis (FTS) 443- 1484

Humphrey Bui | di ng, Room 503H

200 Independence Ave., sw Thomas D. Shoe

MashingronD. C. 20201 Director, Division of Gants and

{202) 245- 6345 Contracts, ORM

(FTS) 245- 6345 Parklawn Building, Roan 17a-39
Rockville, wMp 20857

OFFICE OF HUMAN DEVELOPMENT (301) 443-6630

SERVICES (OHDS) (F1s) 443- 6630

OHDS/OFFICE OF MANAGEMENT SERVICES PHS/HEALTH RESOURCES AND SERVICES,

ADMINISTRATION (HRSA)
Robert Stovenour

Director, Office Of Management Ll oyd H Fagy
Servioces Director, Division of Fiscal
Humphrey Building, Roan 309D Services (DFS)
200 independence Ave., SW Parklawn Bui | ding, Roan 16~0S
Washington, D.C. 20201 Rockville, MD 20857
(202) 245- 2867 (301) 443-2990
(FTS) 245- 2867 (£TS) 443-2990
Armando D. Savet WIlliamG Kowgios
Director, Budget and Financial Director, Division of Pinancial
Management D vi Si on Management (DFM)
Humphrey Building, Room 315D Parklawn Bui | di ng, Roam 13-07
200 1ndependence Ave., SW Rockville, MD 20857
Mashington, D.C. 20201 {301) 443- 6826
(202) 245-0447 {FTS) 443- 6826
(FTS) 245-0447

Kirk M. Donovan
Joel Anthony Chief, Resources Analysis
Acting Director, Gants and Branch, o
Contracts Management Division Parklawn Bui | di ng, Room13-07
Humphrey Building, Room 341F Rockville, »m 20857
200 Independence Ave., SW (301) 443-6826
Washington, D.C. 20201 (FTS) 443- 6826

(202) 472-3243
(FTs) 472-3243
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Robert F. Heil, i

Chi ef, Budget Formulation Branch
Parklawn Building, Room 13-07
Rockville, Maryland 20857

(301) 443- 6826

(FTS) 443-6826

Suzanne S. Raper

chief, Budget Execution Branch
Parklawn Bui | di ng, Room 13-07
Rockvi | | e, Maryland 20857
(301) 443-6774

(FTS) 443-6774

Janes J. Corrigan

Director, Division of gt
and Pro cyrement Management
ParklawrBui | di ng, Room 13-03
Rockvi |l e, Maryland 20857
{301) 443-1433

(FTS) 443-1433

PHS/FOODAND DRUG ADMINISTRATION ( FDA)

Prank P. Claunts

Director, Division of Financial Management
ParklawnBui |l ding, Roan 11-61

Rockville, Maryl and 20857

(301) 443-3260

(FTs) 443-3260

David R petak

Chief, Accounting Branch
Parklawn Bui |l ding, Room 11-83
Rockvil | e, Maryland 20857
(301) 443-1766

(FTS) 443-1766

Robert Mcleod

chief, Budget Formulation Brané&
ParklawnBui | di ng, Room 11-72
Rockville, Mryland 20857

{(301) 443-3270

{FTS) 443-3270

PHS/CENTERSFOR DISEASE CONTROL (CDC)

C aude rPickelsheimer, Jr.
Director, Financial Management Office
255 East Paces perry Road, N E

Room 200

Atlanta, Georgia 30305

{4D4) 842-6600

(FTS) 236-6600

Page

Charl es E. Blaylock

Chief, Accounting Branch

255 East Paces rery Road, N E
Room 203

Atlanta, Georgia 30305

(404) 842-6825

(PTS) 236-6825

Jack L. Baron

Chief, Budget Branch

255 East Paces Perry Road, N. E.
Room 204

Atlanta, Georgia 30305 IR
(404) 842-6600

(FTS) 236-6600

PHS/ALCOHOL, DRUG ABUSE AND MENTAL
HEALTH ADMINISTRATION (ADAMHA)

Stephen Long

Director, Division of Francel
Management

ParklawnBui | di ng, Room 120-10
Rockvi | | e, Maryland 20857

{301) 443-2094

(FTS) 443-2094

PHS/NATIONAL INSTITUTES NIH

Leaman M. lee, Ph. D

Director, Division of Financial
Mana nt (DFM)

Builm 1, Roomple22
Bethesda, Maryl and 20892

{302) 496- 2567

(FTS) 496- 2567

Penelope  strong

Assistant Director for Finance, DFM
Building 31, Room Bl~-B63

Bet hesda, Maryland 20892

{301) 496- 3368

(FTS) 496- 3368

Richard Killer

Assistant Director of Budget, DEW
Building 1, Roam BI-28

Bethesda, Maryland 20892

(301) 496- 4477

(F1S) 496- 4477

PHS/INDIAN HEAL THSERVICE {IHS)

George Buzzard

Acting Associate Director, Office of
Adnministration and Management
parklawn Bui | ding, Roan 6-25
Rockville, MD 20857

{301) 443-7495

(FTS) 443-7495
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James pDunnick, Jr.

Director, Division of Resource Management
Parklawn Building, Room SA-38

Bockville, M 20857

(301) 443-1118

(F1S) 443-1118

Frank E.  Marion

Chief, Budget Formulation and
Presentation Branch

Parklawn Building, Room SA-30
Rockville, MD 20857

(301) 443-1860

(ETS) 443-1860

Donald S. Anders

Chi ef, BudgetExecution Branch
Parklawn Building, Room 5A-38
Bockville, w™p 20857

(301) 443-1118

(ETS) 443-1118

Ronald §. Black

Acting chief, Systems Implementation
Review and Anal ysi s Branch

Parklawn Building, R oan SA-38
Bockville, M 20857

(301) 443-1118

(FTs) 443-1118

FAMILY SUPPORT ADMINISTRATION (FSA)

QFFICE OF FINANCIAL MANAGEMENT

Michael L. Sturman

Associate Administrator f o r Financial
Managemant

Aerospace Bui | ding, 6thFl oor

370 L'Enfant Promenade

WashingtonD. C. 20447

{202) 2524667

{F'TS) 252- 4667

VACANT

Deputy Associate Administrator f OT
Budget and Finance

Asrospace Building, 6th Floor
370 L’Bnfant Promenade
Rashington, D.C. 20441

(202) 252-4640

(FTS) 2524640

H. Gary Mounts

Deputy Associate Administrator f o r
Grants Management

Aarospace Building, 6t h Fl oor

370 L'Enfant Promenade

Washington, D.C. 20447

{202) 2524583

(FTs) 252- 4583

Edward E. Stokes

Director, Division of Budget Development
Aerospace Building, 6th Ploor

370 L'Enfant Promenade

Washington, D.C. 20441

(202) 252- 4653

(FTS) 252- 4653

Virginia Anderson

Acting Director, Division ofBudget Mgmt
Aerospace Building, 6th Floor

370 L’Enfant Promenade

Washington, D.C. 20447

(202) 252-5383

(FTS) 252-5383

H. Gary Mount5

Acting Director, Division of piscre=-
tionary (3 ant s and Contract Review
Aerospace Buil ding, 6th

370 L'Enfant Promenade

Washington, D.C. 20447

(202)  252- 4583

(FTS) 252- 4583

Joseph M. lonergan

Director, Divisionof Formila and
Entitlement G ants

Aerospace Building, 6th  Floor
370 1’Enfant Promenade
Washington, D.C. 20447

(202) 252-4603

(FTS) 252-4603

John B. McDonald

Director, Division of G ants Adm ni -
stration Review and Pol i cy
Aerospace BUi | ding, 6th Floor

370 L'Enfant Promenade

Washington, D. C. 20447

(202) 252- 4622

(FTS) 252- 4622

Manuel L. Helzner

Director, Budget Forecasting and
Modeling staff

Aerospace Building, 6t h Floor
370 L’Enfant Promenade
Washington, D.C. 20447

(202) 252- 4682

{F1s) 252- 4682

pera Dani el 5

Director, Special Projects and
Control  Staff

Aerospace Building, 6th Floor
370 L’Enfant Promenade

Washington, D.C. 20201
(202) 252-4586
(FTS) 252- 4586



HHS Exhibit 1-60-C

Departmental Accounting Mnual
HHS Transm ttal 89.6 (12/31/89)

CURITY ADMINISTRATION (SSA

Norman Gol dst ei n

Chief FinancialCfficer (CFO)
400 AltmeyerBuil ding
Baltimore, MD 21235

(301) 965-1970

(FTS) 625-1970

Matthew Schwienteck

Associate Commissioner, Office of
Financial Policy and Operations
430 Altmeyer Buil ding

Baltinore, MD 21235

(301) 965-3504

(FTS) 625- 3504

Steven L. Schaeffer

Director, Offiece of Financial
Pol i cy and Systems Design
424 Altmeyer Bui | di ng
Baltimore, ¥ 21235

(301) 965-3927

¢ (FTS) 625- 3927

Ronal d  Sayers

Director, Office of Financial
Resources

437 Altmeyer Bui | di ng
Baltimore, M 21235

(301) 965-3403

(FTS) 625- 3403

Robert M. Rothenberg
Director, Cffice of Budget
2126 West Hgh Rise
Baltimore, ND 21235

(301) 965- 3501

(FTS) 625- 3501

Loui s R, Ponsi

Deputy Director, OF fi ce of Budget
2126 Nest Nigh Rise

Baltimore, MD 21235

{301) 965- 3503

(FTS) 625- 3503

Vélter Pleines

Director, Division of Finance
Annex Building, Room 2200
Baltimore, MD 21235

(301) 965- 0522

(FeS) 625- 0522

Page

HEALTH CARE FINANCING ADMINTSTRATION (HCFA)

John 8, Trout

Director, Cffice of Budget

and Adnministration

East Low Rise Building, Room GP4
6325 Security Boulevard
Baltimore, MD 21207

(301)  966-1052

{FTS) 646- 1052

lee Mosedale

Director, office of Financial
Management and Procurement

East Low Rise Building, Roem 217L
6325 securityBoul evard

Baltimore, ™MD 21207

(301) 966-2085

(FTS) 646- 2085

Davi d Spevacek

Director, Division of Budget
Bast Low Rise Building, Room 2Bl
6325 Security Boul evard
Baltimore, MD 21207

(301) 966-2088

(FTS) 646-2088

Gerald M. Hankin

Director, Division of Accounting
Bast Low Rise Building, Room 2B3
6325 security Boul evard
Baltimore, M» 21207

(301) 646-5418

(FTS) 966- 5418

ICE NSP 016

Richard P. Kusserow
Inspector  General

Cohen Building, Room 5250
Washington,D. C. 20201
(202) 472- 3148

(FTS) 472-3148

Bryan B. Mitchell

Deputy | nspect or General
Cohen Bui | di ng, Room 5274
Mashington, D.C. 20201
(202) 4723146

(FTS) 472- 3146

Thomas D. Roslewicz
Assistant  Inspector General
for Audit

Cohen Building, Room 5700
Washington, D.C. 20201
{202) 472- 3155

{F18) 472- 3155
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Larry D. Morey

Assistant | nspector General
for Investigations

Cohen Bui | di ng, Room 5238
Washington, D.C. 20201
(202) 472-3208

{FTs) 472-3208

Michael Mangano

Assistant Inspector General for
Analysisand Inspections

Cohen Building, Room 5660
Washington, D. C. 20201

(202) 475-0480

(FTS) 475-0480

QG HOTLINE

Director, Office of Inspector General
FRAUD HOTLINE ~ WILBUR SAULSBURY

4Kl Operations Building

(1-8001 638- 3986

(1-800) 368-5779

REGIONAL COORDINATORS OF THE

INSPECTOR GENERAL

Mark Yessian, Region 1

JFK Federal Building, Roan 1409
Boston, Ma 02203

{617) 565-2684

(FTS) 835-2684

John Tourner, Region 2

Jacob K. Javits Federal Building, Roan 3902
New York, NY 10279

(212) 264-4620

{FTS) 264-4620

Gervis A Rafalko, Region 3
P.0. Bax 13716, mail stop 9
Philadelphia, PA 19101
(215) 596- 6743

(F1s) 596- 6743

Emil A. Trefzger, JR., Region 4
101 Marietta Tower, Roan 1421
Mlanta, @ 30323

(404) 331-2446

(FTs) 841-6229

Michael Dyer, Region 5

105 West Adams Street, 23rd Floor
Chicago, IL 60603

1312) 353-2740

(FTS) 353-2740
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Glyndol J. Taylor, Reglon 6
1100 commerce, Room 4E1A
Dallas, TX 75242

(214) 767-8414

(FTS) 729-8414

Donald L. MLaughlin, Region 7 and &
601 East 12th Street, Room 284
Kansas City, MO 64106

(214) 758-3697

(P15} 867-5959

Herbert Witt , Region 9 and 10
50 United nations Pl aza, Room 171
San Francisco, CA 94102

(415)  556-5766

{(FTS) 556-5766
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Subj ect : REI MBURSABLE ~ ACCOUNTI NG
| -70-10 Authorities
20 Scope
30 Basic Policy
40 Key |Inplenmenting Requirements
50 Rei mbursable Events - Performng Agency
60 Anal ysis of Accounts
Exhibit 1-70-A Budgetary Conceptual Franmework
Exhibit 1-70-B Proforma Rei mbursable Transactions; Trial

Bal ances and Cosing Transactions; and SF-133
Report

01-70-10 Authorities

Following are the provisions in law and other regulations that pertain
to reinbursable accounting:

' Title 31 USC, Section 1535 (the Econony Act)
- OB Circular A-34

| -70- 20 Scope

Al OPDIVs of HHS will follow the basic instructions contained in this
chapter, supplenmenting their accounting systenms as necessary to insure
full inplenmentation. These procedures are equally applicable to
reimbursable work being performed by annual and nulti-year
appropriations and by revolving funds.

OPDIVs will refer to Chapter 10-20, Charges and Credits Between
Appropriation Accounts (Expenditure and Nonexpenditure Transfers)
which described in detail the various legal authorities and the
differences between expenditure and nonexpenditure transfers.

| - 70- 30 Basic Policy
Throughout the federal government agencies are encouraged to provide
services to other agencies and to non-federal entities on a
reimbursable basis. The first step is the establishnent of an
agreenent on the services to be performed, the basis for the price,
and the nethod of payment. To perform these services foré&hers the
"performng agency" obtains reinbursable budget authority from OB
each fiscal year. -The federal “ordering” agency pays for these
services from their direct appropriations. If the reinbursable
agreenent is with a non-federal entity the "performng agency"
collects a fee in advance unless otherwise pernitted by [aw

W
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Advances are not normally collected from federal agencies although
there may be an exceptional case when an advance may be appropriate.

At the end of the year the reinbursable agreenents |apse although the
services supported by obligations by the "performng agency" may be
completed in the follow ng year. (See 31 USC 1535(d)). Any unused
anounts in the unfilled orders account wll be canceled. The
remaining amounts in estimated reinbursenment authority is reversed.
At year-end (post closing) the amounts remaining open are any

undel ivered orders and the corresponding unfilled orders, and any
rei mbursements receivable with the corresponding expended authority
(unpaid) or total resources to be collected in the follow ng year.
Al'l expenditures (paid and unpaid) are to be supported by collections
from the client and by billed receivables. If there are extenuating
circumstances barring billed receivables, the anounts to be billed
wll be recorded as unbilled receivables.

Advances from the client entities are applied at the time expenditures
and reinbursements earned are recorded. Any excess advances are
returned to the client entity. The "ordering agency" pronptly records
the receipt of services upon notification by the "performng agency,"
promptly pays for the services provided and/or |iquidates any anount
advanced for the reinbursable agreement.  The "ordering agency" will
al so deobligate any amount in excess of the amount not obligated by
the "performng agency" before the end of the peri'od of availability
of the funds. It is the responsibility of the "performng agency" to
notify the "ordering agency" of the anount renaining obligated for
unfilled orders at the close of the year.

01-70-40 Key Inplenmenting Requirenents

It is essential that all oOPDIVs performng reinbursable services be
able to distinguish between direct and reinbursable authority, and
carry this funding identification through all transactions from

appor ti onment through expended authority. Therefore, CANs will be
established to wuniquely identify direct and reinbursable program
activity. These neasures will reduce the risk of direct :
appropriations becoming overobligated or over spent. If for any e
reason, direct appropriations are used in filling customer orders an
adjustnent to reinbursable authority wll be nade when anounts can be
identified to rei nbursabl e agreements.

.A comon agreenent nunber should be established and recorded as-the
primary or secondary document nunmber by both the “ordering” and
"performng" agency and, at a mininum used in transactions to record
orders placed and received (ordering agency), orders accepted and

rei mbursements earned (performng agency) and custonmer orders billed
(performng agency).

T
W
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In an ideal system each cost incurred in the delivery of goods and
services would be identified to the comnmon agreement nunber, or task

order, as the obligation and expenditure takes place, but in nost HHS
systems such a cost system cannot be inplenented, nor would it be
advisable to do so. At a mninum to nmeet governnent accounting and
reporting standards, the system nust be capable of acconplishing the
fol | ow ng:

. ldentify an advance of cash to the agreenent and hold as an
liability until the order is filled,

. Record unfilled custonmer orders according to whether or not
an advance was received,

. Record reinmbursements earned as either collected or

receivable, after coupling costs to individual unfilled
customer orders - with an advance or no advance,

. Record revenue from goods and services provided as the
customer is billed or the advance is applied to the order,

. Di splay revenues and costs in the Statement of Net Cost by
lines of business, program and budget function,

. Prepare Statenent of Budgetary Resources using standard

general |edgers accounts that distinguish reinbursable
resources as: anticipated, unfilled customer orders (wth
and w thout advance) and earned reinbursenents ( receivable
and collected).

An illustrative case study is at Exhibit 1-70-B. The study assunes
the performng agency receives orders with an advance and orders with
no advance. After costs have been accrued (TC 091), the costs are
manual Iy reviewed to deternmine which of the orders have been filled
and whether an advance had been received. At this point, an entry is
made (TC 336) to record the reinbursements- received and

rei mbursements-collected and to reduce the unfilled customer orders-
with an advance and no advance. Sinul taneously, the custoner is
billed (TCl32), or the advance is applied (130), and the revenue from
goods and services is recorded. An excess of cash is returned to the

customer (TC185).

There can be alternatives to these transactions. For instance, if all
the customers are other federal agencies and orders are filled without
an advance, TC336 can be merged with TC091. However, since the
custoner order number will (probably) not be carried in the

expenditure transaction, a certain anount of analysis nust be
performed to allocate costs to the customer before preparing the
billing. Any analysis that is required should be done quarterly in
order to properly prepare the budgetary trial balance £foxr FACTS ||
transm ssion.

%
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01-70-50 Rei mbursable Events = Performng Agency

Following are the events that occur during the year in the providing
of services:

’ Request anticipated reinbursable authority from OB,

J Receive reinbursement apportionment from OVB,

’ Establish reinbursable allotnents/allowances and related
CANS,

. Receive reinbursable orders from clients and record unfilled
customer orders,

' Receive cash advances on sone custoner orders,

. Conmt/obligate funds to provide the requested services,

. Record the delivery of services (reinbursenents earned),

reducing the orders to be filled (unfilled customer orders) ,
and voucher the amount to be paid the supplying vendor,

. Identify the costs incurred to the individual reinbursable
agreenents, according to whether or not an advance was
received with the order,

. Bill the client and/or reduce the amount previously advanced
for the revenue earned,

’ Liquidate the payable, and

’ Return any excess advance to the client.

Exhibit 1-70-B shows how these events are recorded by transaction
code, general |edger account, fund group and reinbursable sub-object
classification in a pro-forma case study including trial balances,
closing entries and the reporting of account balances on the SF- 133,
Budget Execution Report.

01-70-60 Anal ysis of Accounts

The reinbursable costs and expenditures, account 6101 (and asset
accounts if the agreement calls for providing property items) and 4900
should agree. There should also be a continuing conparison of these
costs with revenues earned from services provided, 5200, and goods
sold, 5300. There may be instances when the revenue earned is |ess
than the costs incurred. Fi xed price agreements may be |ess than
actual costs incurred or when the client i s consistently billed at

less than actual incurred, in which case the shortfall must be
absorbed by direct appropriations. For revolving funds, each activity
within a line of business should recover its share of full costs; one
activity should not subsidize the short fall of another activity.
Overall, unreinbursed costs wll deplete the funds intended for future
working capital or capital replacenents.
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BUDGETARY CONCEPTUAL FRAMEWORK
(Providing Entry)

Reimbursable Resources Status of resources

42 10  Anticipated  Reimbursements 4450 Unappropriated  Authority
and Other Income

4590  Apportionments Unavailable - Anticipated
4221 Unfilled Customer Orders Resources

Without Advance
4222  Unfilled Customer Orders With 4611 Allotments Available for Commitment/Obligation

Advance 46 12 Allowances Avalable for  Commitment/Obligation
4251  Reimbursements and Other 4700 Commitments
Income Eaned . Receivable
4252  Reimbursements and Other 4801  Unexpended Obligations - Unpaid
Income Earned - Collected 4802  Undelivered Obligations - Prepaid/Advanced

4871 Downward Adjustments of Prior-Year Unpad
Unexpended Obligations -

4872  Downward Adjustments of Prior-Year Prepaid/
Advanced Unexpended Obligations Refunds
Collected

4881  Upwad Adjustments of Prior-Year Unpaid
Unexpended Obligations

4882  Upward Adjustments of Prior-Year Prepaid/
Advanced Unexpended Obligations

4901  Expended Authority » Unpaid
4902  Expended Authority « Paid

4971  Downward Adjustments of Prior-Year Unpaid
Expended Authority
4972  Downward Adjustments of Prior-Year Paid

Expended Authority Refimds Collected

4981  Upwad Adjustments of Prior-Year Unpaid
Expended Authority

4982  Upward Adjustments of Prior-Year Paid
Expended Authority




-
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Pro-form Transactions

Al transactions will beprocessed with IMN ranges 000-399 and 900-959. For the sake of simplicity no subsidiary
classifications (D/R, G/N, etc.) are shown with the SGL account Only the reimbursable components of the various
transacti oncodesar eshown.

TC 006 Anticipated reimbursable authority, regquesting Dr. Cr. ObCl -
apportionment on SF-132
4210  Anticipated Reimbursements and Other Income 2,000 99.00
4450 Unapportioned Authority 2,000
TC 007 Receives apportionment from OMB
(modified)
4450 Unapportioned Authority 900 99.01
4500  Apportionment Unavailable - Anticipated Resources 900

(post 4590 by reimbursable fund group)

TC 3 10 Receives reimbursable orders

(modified)
4221 Unfilled Customer Order Without Advance 150 (new) 61.7)
4222 Unfilled Customer Order With Advance 600 (new) 6L7K
4210  Anticipated Reimbursements and Other Income 750
-and-

4590  Apportionments Unavailable - Anticipated

Resources 750
4512  Apportionment Available for Digribution =

Subsequent  Quarters 750

(this would be followed by TC 013 to distribute to
current quarter-for smplicity this case study will not

show the TC)
TC 238 Received advance for reimbursable orders
(modified)
1015  Fund Balance with Treasury = Collections 600 61.72
2313 Advances - All Others 600
TC 030 Issues allotment
4511  Apportionment Available for Didribution =
Current quarter 750 99.00
4611  Allotments Avallable for Commitment/Obligation 750

(thiswould be followed by TC 03 1, but is omitted for
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TC050 Obligates for reimbursable orders Dr. Cr. Ob Cl
(first entry)
4611  Allotments Available for Commitment/Obligation 750 2426
4801  Unexpended Obligations -Unpaid 750
(second entry)
4801  Unexpended Obligations -Unpad 275 2426
4611  Allotments Available for Commitment/Obligation 275

TC091 Records services performed and accrues the
expense and payable

6101  Operating/Program Expense 455 24-26
2110  Accounts Payable 455
-and-
4801  Unexpended Obligations - Unpaid 455
4901  Expended Authority — Unpad 455

TC336 To record amount of reimbursable expense incurred
(new)  to reimbursements earned and distribute costs to
tilled customer orders

4251 Reimbursements and Other Income Earned «

Receivable 130 617
4252  Reimbursements and Other Income Earned «

Collected 325 6L.7K

-and-
4221 Unfilled Customer Orders Without Advance 130 61.7)
4222  Unfilled Customer Orders With Advance 325 617K
TC130 Record reimbursable revenue earned that was financed

byanadvance
2313  Advances - All Other 325
5100 Revenue From Goods Sold <0- 61.61
5200  Revenue From Services Provided 325 61.62

TC132 Record reimbursement revenue eamed that was not :
financed by an advance and requires hilling '

1311  Advances and Reimbursements Receivable « Billed [-30 :
5100 Revenue From Goods Sold - 6161
5200 Revenue From Services Provided 130 ‘ 61.62
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TC 134 Record reimbursement revenue earned that was not Dr. Cr. Ob ClI
Financed by an advance, but not ready to be billed

1314  Advances and Reimbursements Receivable =

Unbilled 0-
5100 Revenue From Goods Sold -0- 61.61
5200 Revenue From Services Provided -0- 61.62

TC185 Return advance when the cost of reimbursable order
(new) s less than the advance

2313 Advances « All Other 275 61.72
1012 Fund Balance With Treasury - Disbursements
Other Than Payroll 275
-and-
4210  Anticipated Reimbursements and Other Income 275
4222  Unfilled Customer Orders With Advance 275

(this entry is made prior to year-end)

(also, if individua orders are maintained, the
remaining amount of the undelivered order
should be deobligated)

TC050 Deobligate amount remaining when a reimbursable order

has been filled
4801  Unexpended Obligations « Unpaid 275 24-26
4611 Allotments Available for Commitment/Obligation 275

TC192 Liquidate the amounts payable

2110 Accounts Payable 455 24-26
1012  Fund Balance with Treasury - Disbursements
Other Than Payroll 455
-and-
4901 Expended Authority = Unpaid 455
4902  Expended Authority « Paid 455

(payments may also be made under TCs 181, 190
and 19 1) (also we have not shown the additional

entries that would be required in the event the 3 =
payment or more or less than the amount -accrued)
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Trial Balances and Closing Entries

Preclosing (first year) Dr. Cr
1012 Fund Baance with Treasury « Disbursements (Other Than Payroll) 730
1015  Fund Balance with Treasury - Collections 600
1311  Advances and Reimbursements Receivable - Billed 130
6101  Operating /Program Expenses 455
5200  Revenue From Services Provided 455
1185 1185
4210  Anticipated Reimbursements and Other Income 1525
4221 Untilled Customer Orders Without Advance 20
4251  Reimbursements and Other Income Earned - Receivable 130
4252  Reimbursements and Other Income Earned « Collected 325
4450  Unapportioned Authority . 1100
4590  Apportionment Unavailable - Anticipated Resources 150
4611  Allotments Available for Commitment/Obligation 275
4301  Unexpended Obligations - Unpaid 20
4902  Extended Authority — Paid 455
2000 2000
Closing Entries Dr. Cr.
(A) Close Expenses and Revenues
5200  Revenue From Services Provided 455
6101  Operating/Program Expenses 455
(B) Close Expended Authority
4902  Expended Authority - Paid 455
4201  Total Actua Resources « Collected 455
© Close Anticipated and Unobligated Authority
4450 Unapportioned Authority 1100
4500  Apportionment Unavailable . Anticipated _
Resources 150
4611  Allotments Available for Commitment/
Obligation 275 ]
4210  Anticipated Reimbursements and Other . #
Income 1525

1)) Close Earned Reimbursements
4201  Total Actual Resources « Collected 325
4252 Reimbursements and Other Income
Earned - Collected 325
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Postclosing ‘(first year)

1011
1311

Fund Baance With Treasury = Authority
Advances and Reimbursements Receivable - Billed

130

Cr.

130

135

130

4221
4251

4801
4201

Unfilled Customer Orders Without Advance
Reimbursements and Other Income Eamed «
Receivable

Undelivered Orders = Unpaid

Total Actual Resour = Collected

20

130

20
30

150

150

TC091

TC336
(new)

TC132

TC192

Pro-forma Transactions -

Records services performed and accrues the
expense and payable

6101  Operating/Program Expense
2110 Accounts Payable

-and-
4801  Unexpended Obligations « Unpad
4901  Expended Authority-Unpaid

To record amount of reimbursable expense incurred
to reimbursements earned and distribute costs to
unfilled customer orders

4251 Reimbursements and Other Income
Earned - Receivable
4221 Unfilled Customer Orders Without Advance

Record reimbursement revenue earned that was not
financed by an advance and requires hilling

1311  Advances and Reimbursements
Receivable » Billed
5200 Revenue From Services Provided

Liquidate the amounts payable

2110 Accounts Payable
1012  Fund Balance with Treasury «
Disbursement (Other Than Payroll)
-and-
4901  Expended Authority-Unpaid
4902  Expended Authority-Paid

28 Vegr

Dr.

20
20

20

20

20

20

Cr.

20

20

20

20

20

Page 5

Ob Ci

24-26

61.7)

61.62

24-26

-
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TC220 Collections-Advances and Reimbursements-Bilied Dr. Cr. ObCl
(Modified)
1015  Fund Baance With Treasury - Collections 150 61.75
1311  Advances and Reimbursements - Billed 150
_and_
4252  Reimbursements and Other Income Earned «
Collected 150
4251  Reimbursements and Other Income Earned «
Receivable 150

Trial Balance and Closing Entries

Preclosing (second year) Dr. Cr.
6101  Operating/Program Expenses 20
5200 Revenue From Services Provided 20
20 20
4252 Reimbursements and Other Income Earned = Collected 150
4201  Tota Actua Resources = Collected 130
4902  Exuended Authoritv = Paid 20
_ 150 15

Closina Entries
(A) Close Expenses and Revenues Dr. Cr

5200 Revenue From Services Provided 20

6101  Operating/Programn  Expenses 20
(B) Close Expended Authority

©

4902 Expended Authority » Paid 20
4201  Total Actua Resources « Collected 20

Close Eamed Reimbursements

LaddiZain.

4201 Total Actual Resources « Collected 150

4252 Reimbursements and Other Income Earned «
Collected 150
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Standard Form 133 Report of Budgetary Execution for Goals

Begin/
Line  Ending Interim
# Balahcen a | Amount Account Number and Title
!
2
3Al E IF 325 4252  Reimbursements and Other Income Earned
Collected
3A2 E I/F 130 4251 Reimbursements and Other Income Earned «
Receivable
3Bl E IF . 4222 Unfilled Customer Orders with Advance
3B2 E I/F 20 4221  Unfilled Customer Orders Without Advance
c2 E IF 1525 4210  Anticipated Reimbursements and Other Income
7 2000 CALC (3A + 3B + 30)
8A
8B
8C
8D E IF 20 4801  Unexpended Obligations « Unpaid
E IF 4802  Unexpended Obligations « Prepaid/Advanced
E I/F 4881  Upward Adjustments of Prior-Year Unpad
Unexpended Obligations
E I/F 4882  Upward Adjustments of Prior-Year Prepaid/
Advanced Unexpended Obligations %
.
E IF 4901  Expended Authority - Unpaid |
E IF 455 4902 Expended Authority - Paid
E IF 4981  Upward Adjustment of Prior-Year Unpaid
' Expended  Authority
E UF 4882  Upward Adjustment of Prior-Year Paid

Expended  Authority
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Standard Form 133 Report of Budgetary Execution for Goals (continued)

W

Begin/ "
Line Ending Interim
# Balance Final Amount Account Number and Title

9A1 E LF 275 4610  Allotments « Realized Resources

9A2 E I 150 4590  Apportionments Unavailable = Anticipated
Resources

10D E I 1100 4450  Unapportioned  Authority

1 2000 CALC (8 +9+10)

12 N/A

13 Not derived from SGL Accounts

14A E F 130 4251  Reimbursements and Other Eamings » Receivable

14B1 E F 20 4221 Unfilled Customer Orders Without Advance

14c E F 20 4801  Unexpended Obligations » Unpaid

14D E F 4901  Expended Authority = Unpaid

15A E F 455 4002  Expended Authority - Peid

15B E F 325 4252  Reimbursements and Other Income Earned -
Collected

15 ( 130) CALCS8-(3A+3B+3D+4A)+120r-13- (14A

- 14B1 + 14C + 14D)

<AgRY
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Subject:  ADM N STRATIVE CONTROL OF FUNDS AND BUDGET
EXECUTI ON  PQLI CY

2-10-00 Pur pose
10  Authority
20 scope _
30 Definitions, Termnology and Concepts
40  Responsibilities and Functions of Individuals
50 Relationship to the Accounting System
60 Delegation of Responsibilities
70  General Prohibitions
80 Penalties for Violations
90  Apportionnents
100 ﬁPProprlatlon VWarrants
110 otments
120 Al owances .
130 bligation Based Operating Plan
140 bligations and Disbursenents
150  Specral Situations
160 lolations and Reports
170  Internal Reporting of Vio
180 External Reporting of Vio
190 | npl enent ation

2=10=-00 PURPOSE

This chapter establishes policy and prescribes a system for the
admnistrative control of funds in the Department that conplies

with General Accounting Ofjce (GAQ accounting standards, the
statutory requirenents, and guidelines established by the Ofice
?fllwhnagenent and Budget (OMB). It is intended to acconplish the
ol | owi ng:

0 Establish Departnental policy with regard to
adm nistrative control of funds.

0 Prescribe a system for positive admnistrative control
of funds, designed to restrict obligations and
di sbursenments against each appropriation or fund to the
amount avail abl e,

0 Enable the Operating Division (OPDV), Agency and
Ofice of t% Secretary (05 Aeadsvzo f|gx ryesponsi-

bility for overobligation and overdisbursenent of
appropriations, apportionnents, and allotnents, as well
as violations of any nonstatutory restrictions inposed.
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0 Provide procedures, to include reporti.ng requirenents,
for dealing with violations of the Antideficiency Act,
and with admnistrative violations.

From the guidance given herein, each oPbiv/Agency/os wil| add
suppl emental inplenmenting procedures to acconmodate its own
uni que, organizational requirements and conditions.

Di scussion of violation and critical fund control matters is
repeated 1n several sections for continuity and enphasis.

2=10- Q AUTHORI TY

Following are the provisions in law and other regul ations that
pertains"to the control of funds:

0 Mney and Finance, Title 31 USC.:

Sections 1341-1342, 1349-1351, 1511-1519 (part of the
Antideficiency Act, as anended).

Sections 1101, 1104-1108, 3324 (CPart of the Budget and
Accounting Act, 1921, as anended).

Sections 1501-1502 (part of Section 1311 of the
Suppl emental Appropriations Act of 1950).

Sections 1112, 1531, 3s11-3512, 3524 (]part of the
Budget and Accounting Procedures Aect of 1950).

Public Law 101-510, amending Subchapter |V.

0 Title X of p.r. 93-344, found at 2 U S.C. 681-688.

0 Federal Credit Reform Act of 1990, Title V of the CBA
of 1974, as anended by Section 13201 of the Omi bus
Budget Reconciliation Act of 1990.

0 OMB Circular No. A-34, "Instructions o Budget
Execution®, and related OVMB Guidelines.

0 Title 2, GAO Policy and Procedures Manual, Chapter 2,
Appendix |, F 50, Fund Control.

2=10-20 SCOPE

Al'l provisions of the chapter apply to HHS enpl oyees who are
respgnsi ble for: systemspfor Qﬁmym strative rcr:%nt)FoI of funds;

the budget execution and reporting prescribed in OMB Crcular
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A-34; the issuance and control of funds authorizations; incur-
rence Oof obligations, and/or authorization of disbursenents; and

the identification and reporting of statutory and nonstatutory
fund control violations.

The procedures apply to all accounts that OMB apportions and, as
appropriate, those "accounts that are excluded from apportionment.
Each OPDIV/Agency/0S wil | specif?/ in its inplenenting procedures
those accounts which are exenpt from apportionment.

. Each year a list of all appropriations and funds for which the

GDD_IVAgencg/OS is responsible will be furnished the Deputy
Assistant Secretary, Finance for consolidation and submssion to
OMB by August 1. The list will be divided as follows:

Part | Account synbol and title Accounts that are
apporti oned.

Part |1 Account synbol and title Accounts that are exenpt
from apportionnent.

Part |l1l Account synbol and title Accounts that are
automatically apportioned.

The account synbol will include the agency designator ®7s", the
period of avallability, and the basic fund synbol.

2=-10-30 DEFI NI TI ONS, TERM NOLOGY AND CONCEPTS

Termnology and use of terms in this chapter are consistent wth
those in OB Crcular A-34 and other Treasury and GAO regul a-
tions, as should all inplenenting instructions of oOPDIV/Agency/0S
offices. In addition to these standard terms, the followng are
used in fund control and budget execution processes:

A.  Allowance

A classification of obligational authority below the allot-
nent level. It is not a sub-allotment and is not subject to
Antideficiency Act penalties unless an admnistrative viola-
tion causes a statutory violation of the related allotment.
It is subject to strict fund control procedures.

Al'lowance is standard HHS termnology and will be used in
|ieu of other descriptive terns. ée Exhibit 2-10-A for
format and instructions.
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B st ot Fund Control Procedures

A check for available funds to cover the commtnent and
obligation document prior to official release of such
documents. This is normally an automat&systens control
feature, but which may be peérfornmed manually where necess-
ary. Each holder of ~obligational authority wll be provided
positive information as t0 availability of funds agar nst
which obligations nmay be |ncurred thereby prec(“rel ovﬁ -
obligation of the obl |fgat|on aut orrt?/ e
automated system nust flag all valid transactions vr/hr ch
exceed the oblrgatrona avarlabrlrty so that corrective
stop-actron can ~ be taken.

C. Financjal operating Plap

A one. gear pI an, sorretrrres called a Budget Execution Plan,
that 18 developed by all components of the Department having
responsibility. for admnistrative and_ program resources? I't

I's devel oped "in advance of the apportronnent process on the
basis of anticipated and actual fundin eve S. It nust
ultimately be nodified to e consrst Y\]rt ?varlable
blrgatronal authority. — Thi's plan, |c ref ects total
bud etar resourc S to be used, Wil general Ybe broken
|nto rters art erIy am)unts vvrII be developed in
accor ance wth seasonal sim|ar variations in fiscal

requirements.  Approved frnancr al operating plans and the

obl'i gational authority available will determ ne the
allotents and all owances to be issued.

I nformation subsequently provided by the accounting records
nust clearly support the levels of ‘detail projected in the
Budget Execution Plan and the Qoligation Based Operating
Plan for conparisons and variations.

The Departnent does not prescribe a st andard format or
process for a financial operati n? pl an. opPDIV/Agency/OS
of fices should design and Inplement systems to satisfy the
uni queness of their prograns.

D. i Based ing Pl an

The OBOP is a detailed plan that is used by allowance
‘holders and persons in subordinate organizations to esti te
the resources needed for the fiscal year. _OBOPs conbine
a hrg eve rise an organi zatronds Fi nanci al erat -
| a Wien or ani zatrons are nanaged under a cost con-
Pt thelr cost based operating plans will be bridged to
bligations at the allowance level for fund control  pur-
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poses. After allotnments and allowance are issued, the plans
are nodified to the obligation or cost authority granted
within the approved allowance. Each plan is thén ‘used to
control the incurrence of obligations and is subject to
strict fund control procedures. Operating plans are not
subject to Antideficiency Act penalties unless an
admnistrative violation causes a statutory violation of the
related allotment.

2=-10- Q RESPONSIBILITIES AND FUNCTIONS ofF | NDIVI DUALS

Various persons play a role in the financial managenent of an
organi zation, and all interact in some way in handling the
tbriamsactlons and documents that effect the appropriation and fund
al ances.

A. Allottee

An allottee is a person who receives an allotnent and is
charged with the re3ﬁ0n3|b|llty of ; (1) admnistering the
allotted funds for the purpose allotted, (2) conformng to
any limtations included in the allotment and applying the
limtations of the appropriation act and other governing
law, (3) conplying with the antideficiency statute, and (4)
ensuring that obligations are prevalidated for fund avail-
ability prior to release. The allottee is subject to the
pielnaltles i nposed for any violation of the terms of the

al | ot nent .

It is preferable that an allottee be an operating official
who has responsibility for program performance of an entire
program a specific identifiable portion of a program or a
di stinct operation and who is in a position to determne
relative essentiality of various desirable expenditures to
carry out the assigned nission. The authority of the
allottee to incur obligations does not, however, give the

allottee the authority of a contracting officer, personnel
officer, etc.

It is normally not desirable to nake staff officers (i.e.,
the accountant, the personnel officer or the general
services officer) the allottee. These staff ‘officers play
an inportant role in fund control, the incurrence of
obligations and in support of the operating officials |
requirements but normally they do not have responsibility
for determning relative essentiality of expenditures.
Rather, they facilitate carrying out the determ nations of
the operating officials.
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B. Allowee

An allowee is a person who receives an allowance and in ]ths
capacity acts for and is respon3|ble to the aIIottee
responsibilities include (1) amnlsterlnq funds
according to the stated purpose of the al ovvance and (22
conforming to any Ilmtatlonﬁ of | aw or . other restr|C|ons
speci fied by the a ottee, The allowee is.subject to
admnistrative discipline for any violation of the terns of
the allowance,

The allowee occupies a posmon that | functlonallly S|mlar
t(]gfthatl of the allottee, i.e., he or she is an operatin
officia

Normal |y, the allowee is assigned to a headquarters,
regional orfield organization that is subordinate to the
allottee'sorgani zation.

C.W

The budget offlcer reSJ)on?lbIe for estin apportlon
ments . and, e5| nate 1 Ssul ng ot me Wi t hin
the limts of apportloned f unds. These act|ons rTust be
taken in a timely manner sui]ce thg prefcfe aother actions in
the fund control "process. he budget icer is also
subject to statutory penalties for fund control  violations
in which allotnments” issued exceed apportionnents and
reapportionments.

0. The 2 ‘i 1 Fi of£1

The accountln and finapnce offi.cer as an jnportant part
in fund contr (alrs ensuring t yrecordqug of aIIp
financial transac ions in a s stermtlc way, (2)  furnishing
o allottees, allowees and other persons involved in fjnan-
al managenent current and frequent reports, Summarizing
nancial transactions to show the status of funds to in-
ude used and unused balances of allotments and allowances,
3) pronptly notifying the allottee and allowee whenever it
pears the allotment " or allowance is |ikely to be exceeded,
d r( 4) certifies the year-end analysis of_appropriations
d fund balances requifed by oMB and the Treasury.

t

Cl
fi
cl
(
a
a
a

p
n
n

The officer or a designated accountant may be admnistra-
ver charged with the responsi b|||ty of prevalldatwg
ation documents as to availability of funds.
|s t e case, the accountant determnes that adequate
bal ances exist to finance each transaction before the

such -
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obligation is incurred. This is an inportant safeguard in
the control of funds in that it tends to prevent over=
obligation, but it is not a substitute for financial
planning by the allottee.

The Personnel Officer

The personnel officer is frequently the contracting officer
for personal services and, as such, plays an inmportant part
in facilitating the operating officials® requi renents. INis
person classifies positions, assists in selecting personnel,
enpl oys the personnel and sees that the |aws, rules, regu]la-
tions” and policies governing personnel are adhered to. he
ersonnel officer is not normally charged with the responsi-
ility for determning which of several positions is the
nore inportant in carrying out a particular program or

whet her the enployment of personnel or purchasing other
resources is the most prudent expenditure of limted funds.
The personnel officer assures that all requests for per-
sonnel actions are prevalidated for fund availability before
taking final action. '

The Ceneral Services Purchasing O Contracting Officer

This person frequently has the responsibility for purchasing
and contracting and, “in this capacity, actually incurs the
obl i gation. Is person plays an inportant part in facili-
tating Iorogram operations through purchasing and contracting
acts. n assisting the program official in determning
needs, he or she is responsible for conpliance with the,

| aws, regulations and policies governing this work. Li ke
the personnel officer, this person does not nmake a deter-
mnation of needs relative to program acconplishment, but
does in addition to functional responsibilities assures that
all requests for purchasing and contracting are prevalidated
for fund availability before taking final action.

The Oficial Authorizing Travel

Authority to authorize travel _ma?/ be delegated to a person
other than the operating official to whom funds are allotted
or allowed. Often this authority is given to an admnistra-
tive official at alevel in the organization where it is
possible to review all requests for the purpose of travel
to coordinate trips to single locations and to obtain a.
uniformty of travel practices. This travel authorization
is simlar in mny respects to the personnel and purchasing
function, but it often involves a greater degree of control.
The person who authorizes travel should assure that travel
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requests are prevalidated as to the availability of funds
before final action is taken.

H. The Obligation Contreol Point (OCP)

This person acts as a |link between the allottee/allowee and
the accountant. The OCP reviews each obligating docunment to
make sure it is properly prepared and signed and has all the
financial information required for recording and paynment
before the document is released.. This person is also
responsible for assuring that each document is recorded in
the accounting systemin the nonth I n which the obligation
is incurred. ~ The function of certifying for fund availa-
bilit?/ may be conbined in this position since both entail a
detailed examnation of the obligating document. See
Chapter 2-35 for further details.

The Certifving Qffi

The certifying officer is not concerned with.the control of
funds, but has the responsibility to preaudit docunments to
assure that the voucher is legally payable, correctness of

facts that the goods and services were received in accor-

dance with the ternms of the contract or agreement, correct-
ness of the conputations in the voucher, and that purchases
are being charged to the appropriate fund account-

Thus, it can be seen that several specialists, vorking together
within an organization, play major roles_in the planning anda
execution of the allottee's nission. The allowee plays a
specially critical role because of his relationship to the
allottee and as "first line® controller of obligation incurrence.
The allottee, however, has the ultimate responsibility for
carrying out the mssion and for controlling the funds nade
available for that purpose.

2-10-50 RELATIONSH P TO THE ACCOUNTING SYSTEM )

Fund control means the measures taken to control use of fund
authorizations and is an integral part of the HHS accounting
system In particular, Chapters 2-30 and 2-35 describe the
control and recording of conmitments and obligations. Chapter
3-00 describes the flow of transactions and related accounting
from the point of authorization through apportionnent, allotment,
obligation and disbursenent for funds subject to ﬁf)gomonrrent,
as well as those not sub#ect to apportionment. Thi's chapter also
Illustrates the type of tfund reservation and obligation

controlregister to be maintained for each allottee.
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Chapters 4-20 and 4-40 specify the proforma entries and general
| edger accounts for each transaction effecting budgetary
accounts. These and other parts of the manuall w || assist the
OPDIV/Agency/0S offices in deve[oging techniques to achieve an
acceptable degree of control, which wll ensure that:

0 Al'l apportionments and owmer Subdi vi sions of funds are
pronptly issued and recorded at the beginning of the
period in which _the¥ become available. Credit accounts
wll be handled in the same manner as non-credit

accounts.
0 bl igating documents are certified for availability of
{undslan cleared by the Cbligation Control Point prior
o release.

Al valid obligations are Jnoaﬁtlz recorded in the
agpllcable reporting per