CERM-F/CEFC

                                       ACCRUAL ACCOUNTING GUIDANCE

                                                   FOR USACE ACTIVITIES

The standards on accrual accounting contained in GAO Title II are prescribed by 31 U.S.C 3512(d) and allow obligation accounting where required for budgetary purposes.  That law states that the head of each executive agency shall cause the accounts of that agency to be maintained on an accrual basis while providing for suitable integration of agency accounting with the central accounting and reporting responsibility of the Secretary of the Treasury.  Thus, the accrual basis is the prescribed basis of accounting to be used by federal agencies.  Accrual accounting is the preferred method of accounting of the American Institute of Certified Public Accountants, the Securities and Exchange Commission and the Internal Revenue Service.  The US Army Corps of Engineers (USACE) has adopted this method as the basis for accounting for all appropriations (Civil Works, Military, and Revolving Fund).

This document outlines the references, definitions, operating guidance and CEFMS functionality that USACE activities are to follow for accrual accounting.

I.  REFERENCES/POLICIES:

    1.  ER 37-2-10     Finance & Accounting, Accounting & Reporting For Civil Works

    2.  ER 37-345-10   Finance & Accounting, Accounting & Reporting For Military Programs

    3.  DFAS-IN 37-1    Department of Defense Finance & Accounting Service, Indianapolis

    4.  DoD Financial Management Regulation          

    5.  Federal Accounting Standards Advisory Board (FASAB), US Treasury, Office of Management and Budget (OMB) and the Comptroller General’s Office (GAO) Recommended Accounting Standards

    6.  31 U.S.C. 3512(d)

    7.  GAO Title II

II.  DEFINITIONS:

      1.  Consistency
           Consistency means information produced by one accounting entity is essentially used for all of the transactions over periods of time and/or a group of accounting entities using same methods over periods times.  In recording transactions and reporting, consistency in applying accounting principles, standards and procedures must prevail.

      2.  Recognition
           Recognition means (generally) that revenues and expenses are properly reflected in the financial records when earned.  Periodic recognition of the effects of transactions in financial statements is fundamental to the accounting process.  Recognition governs when the results of an event are to be included in the financial statements and ensures that the effects of similar events and transactions are accounted for similarly within the federal government.  The three principles that form the basis of the recognition requirements in the federal government accounting standards are accrual accounting, matching, and allocation.  

      3.  Matching

           Matching involves identifying and recording revenue and related costs in the proper period, i.e., the period in which the cost is incurred rather than the period in which the disbursement is made; as well as, recognizing revenues when earned rather than received.  

      4.  Accrued Expenditures
           Represents the amount of liability incurred (whether or not paid) for goods or services received or assets acquired.  Accrued expenditures are changes during a given period that reflect liabilities incurred for (1) services performed by employees, contractors, other Government agencies, vendors, lessors; (2) goods and other tangible property received; and (3) amounts becoming owed under programs for which no current service or performance is required (such as annuities, insurance claims, other benefit payments, etc).  Expenditures accrue regardless of when cash payments are made or invoices have been rendered.  Accrued payroll for salaries and wages, employer’s share of fringe benefits, allowances, foreign nationals, severance pay, unfunded annual leave, annual leave, and retirement are recorded and reconciled to the actual payroll.  All of these types of transactions decrease unliquidated (outstanding) obligations (delivery orders, contracts, purchase orders, etc).  

           Accrued expenditures are classified as either “paid” or “unpaid”.  

           a.  Accrued Expenditures - Paid
                Represents the dollar value of goods and services received for which payment has been made.  Proper placement within the financial structure for accrued expenditures-paid is the budgetary account that matches the proprietary account “funds disbursed”.

             b.  Accrued Expenditures - Unpaid

                  Represents the dollar value of goods and services received for which payment has not been made.  Proper placement within the financial structure for accrued expenditures-unpaid is the budgetary account that matches the proprietary account “accounts payable”.  

       5.  Accounts Payable

            Amounts owed to others for goods and services received and assets acquired.  Accounts payable are liabilities recorded when goods or services are received.  For items manufactured by a contractor to specifications, the accounting system reflects the appropriate payable, including contract retentions, for each accounting period based on requests for progress payments or on reasonable estimates of unbilled contractor performance.  Accounts payable for services performed by employees, contractors, and others are determined based on performance as evidenced by payroll records, progress billings, or other available data.  Reasonable cost estimates are made for services performed before the end of a reporting period for annual financial reporting purposes in the absence of invoices or other available information.

      6.  Accounts Receivable

           Amounts due from others for goods furnished and services rendered.  These amounts include administrative fees due, reimbursements earned and refunds receivable.  Two types of accounts receivable occur (1) From the U.S. Government and  (2) From the Public.

      7.  Reimbursements Earned

           Reimbursements earned are costs incurred in the completion of customer orders by the performing activity.  Use these costs as a basis for billing customers.  Bill in accordance with the terms of the related reimbursable order. 

      8.  Revenues
           Revenues are amounts earned as a result of normal operations while gains generally relate to all other transactions resulting in a net gain.  Normally, they result from the sale of, or reimbursement for, goods and services provided to DoD Activities, other Federal Government Agencies and to non-Federal Government organizations.  However, they may consist of interest income and profits from sales of securities.

      9.  Significance
           Significance means having or likely to have influence or effect on the financial position, i.e. omission materially  effects the proper reflection of a project’s financial position; level of materiality or “order of magnitude”.  

           Significance applies to end-of-the-month transactions for items not yet covered by receiving reports, contract payment estimates, etc.  Determination of significance should be made by the Resource Manager based on the impact of omitting the expenditure at the project level.  This impact involves the need for proper financial management, performance evaluation, and future planning. 

III.  GENERAL:

Accrual accounting is the method of accounting in which revenues and matching expenditures are recognized in the period earned, regardless of when payment is received or made.  Accrual accounting (1) achieves federal audit and accounting standards and properly reflects the financial position of the Corps; (2)  contributes materially to effective financial control over resources and costs of operations; (3)is essential in order to develop adequate financial management information; and (4)recognizes the accountable aspects of financial transactions or events as they occur.  Transactions are recorded in accounting records through the Corps of Engineers Financial Management System (CEFMS) as they occur or are adjusted to an accrual basis at each month end.  The accounting period for USACE is monthly.  The accrual accounting procedures used by USACE were a major factor in CEFMS being certified by GAO for cost accounting and an important component that led to the “unqualified” CFO opinion issued by USAAA on the FY97 SWD financial statements.

IV. RESPONSIBILTIES:

Accountants, appropriation managers, program/project managers, financial managers and others involved in the financial management of funds within USACE will (1)ensure all  costs are accrued and recognized in the proper accounting period; (2)develop accurate estimates of costs where services are received before the billing; (3)ensure procedures are in place to record the receipt of services/supplies/equipment in the accounting records;  (4)ensure that accrual entries are either reversed or cancelled in a timely manner when they are for project expenditures; and (5)  perform quarterly reviews of open accruals by generating an “Aged Accrual Report” and accruals over 90 days old must be reviewed for validity.    

V.  PROFESSIONAL REQUIREMENTS:

Accountants, appropriation managers, program/project managers, financial managers and others involved in the financial management of funds within USACE will be familiar with (1)the types of cost that are normally accrued, such as project expenditures, utilities, rents, communications, and various services; and (2)the acceptable methods of recognizing and prorating these costs to the period where benefit is received, or cost is incurred.

VI.  DOCUMENTATION:

Appropriate documentation is necessary to enter an accrual in CEFMS.  Reasonable documentation is generally considered documentation that would allow another reasonably knowledgeable individual to come to the same logical conclusion.  Individuals authorized to record accruals will be responsible for retaining documentation sufficient to support the amount of each accrual.

The documentation below is used to record accrued expenditures.  (Note: Adjust the accrual later if more accurate documentation is received).

     1.  Receiving reports, executed bills of lading, shipping documents, issue and turn-in slips, job sheets, or other documents that prove work was performed, services rendered, or materiel received or constructive delivery.

     2.  Unpaid invoices from vendors that have been approved for payment, including progress payment requests.

     3.  Journal vouchers (or their equivalent) showing accrual estimates made by responsible individuals where these documents are used in keeping with accepted accounting practice.  For example, estimates of construction-in-progress/work –in-progress.

     4.  Obligation documents in cases where accrued expenditures are recorded simultaneously with obligations and services have been performed.

     5.  Completion of work documents.   

VII.  RECORDING ACCRUALS:

Where the exact amounts of accrued expenditures or revenues are not known on the basis of labor reports, receiving reports or other administratively approved documents, and cannot be feasibly ascertained at the time the accruals should be recorded, the best estimates will be used.  However, arbitrary prorations should be avoided for estimating such accruals; reported accruals should be a reasonably sensitive reflection of the transactions and performance that actually occur.  Accruals will not be taken simply to improve program execution or with the intent of being cancelled later.  The following criteria and rules will be observed:

         1.  Accrued Expenditures

              A.  Accrued expenditures will be recorded in the accounts for performance (including retained percentages) to the end of each calendar month for the following:

                   (1)  Construction contracts (including the interest on unfunded earnings as determined by the contracting officer to be the amount that would have been paid except for the exhaustion of funds ), major supply contracts (e.g., turbines, generators, transformers, fabricated steel), equipment rental contracts, Architect-Engineer contracts for design services unless such missions are determined insignificant by the District Engineer, reimbursable orders placed on other Federal activities including other Corps of Engineers offices.

                   (2)  Intra-district activities.

                   (3)  Payroll earnings and benefits. Simultaneously obligate and accrue expenditures for all civilian pay.

             B.  Identify accrued expenditures as either “Government” or “non-Government”.

             C.  Record accrued expenditures in CEFMS in the month in which they occur.  

              D.  Adjust or cancel accrued expenditures in a timely manner (generally during the next accounting period) when they are for project expenditures or at the time of the payment for goods and services.  The paid voucher (invoice) is a source of adjustment.

              F.  Accrue land purchased when title passes.

               G  Accrue amounts for obtaining legal rights by outright purchase of freeholds and easements after adjudication.

              H  Accrue grants, subsidies, contributions, and taxes payable to state and local government for work completed when amounts are administratively approved for payment.

              I.  Accrue amounts paid according to treaties at the beginning of the period for which the money is appropriated.

              L.  Accrue the obligated amount for all items in litigation when a determination can be made that a loss is probable and the amount is reasonably estimated.

             M.  Account for refunds receivable (except for outstanding advances and prepayments) as a reduction in accrued expenditures instead of an increase in accrued revenue

             N.  Do not accrue expenditures for Defense Contract Management Office (DCMO) administered contracts until the disbursement is processed by the installation.

O. Labor will be accrued (i.e.., early labor cut-off) in CEFMS at the end of a

fiscal quarter when the number of uncosted days of labor will exceed three.  Labor will always be costed through 30 September at the end of the fiscal year.

        2.  Accrued Revenues

             A.  Revenues accrued will be recorded at the end of each calendar month on the basis of performance of reimbursable work and services for others including other USACE activities, warehouse issues, sales of maps, etc.  Collections received prior to performance will be accounted for as a government liability (advances received) except as provided below.

             B.  Revenues from real estate grants will be accrued in the amounts of the periodic payments due when the collections are received or bills issued depending on which occurs first.

VIII.  COORDINATION:

         Accruals that have a material effect on program execution will be coordinated with District Resource Management Offices prior to entry into CEFMS.

IX.  POINTS of CONTACT:

      1.  For policy related issues on accrual accounting contact CERM-F.

      2.  For operational accounting issues on accrual accounting contact your local district Finance & Accounting Officer.

      3.  For CEFMS related issues on accrual accounting contact CEFC-S.  

X.  CEFMS:

CEFMS is compliant with USACE accepted principles of accrual accounting standards, i.e., accounts are debited and credited as applicable when goods and services are received or furnished, without regard to whether an invoice has been rendered or disbursement or collection made; subject however, to the more detailed provisions cited above in recording accruals.  CEFMS is programmed in compliance with accounting standards recommended by the Federal Accounting Standards Advisory Board (FASAB) established in October 1990 by the Secretary of the Treasury, Director of the Office of Management and Budget (OMB), and Comptroller General.

Accruals are to be recorded monthly through the proper source entry screens prior to closing the accounts for the month.  Accruals are to be adjusted or canceled upon receipt of the payment for the goods or services or in a timely manner (generally during the next accounting period) when they are for project expenditures.  CEFMS provides the manager the ability to originate each monthly accrual or cancel a previous accrual when necessary.

The following provides guidance for accrual accounting within CEFMS.

A. CEFMS ACCESS PERMISSIONS

The following access permissions on screen 10.1 must be granted to the individual responsible for creating or canceling an accrual:

       1.  Accrual Authority

       2.  Reverse Accruals Authority

B. ELECTRONIC SIGNATURE

User will be required to have a CEFMS smartcard as electronic signature is required.

C. CREATE AN ACCRUAL:

       CEFMS MENU PATH:    1 - Financial Management Functions

                                                 3 - Financial Management

                                                 4 - Expenditures/Disbursements

                                               17 - Accruals

       CEFMS SMART PATH:   From any CEFMS menu, enter 6.36 {Press Enter}

       Screen 6.36 will appear.  (See next page)
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Press F9 function key, then the F4 function key to select obligation document.

Press F2 function key, enter query criteria then press the F3 function key to execute the query.

Once the correct document number has been updated on the screen, press enter to accept.

All obligation document information will populate in the upper half of the screen.  Press enter or tab keys   

Enter the date the goods/services were received.  {Press Enter}

User must now select the line item to be accrued.  Enter line item or Press F4 function key to select. 

Press enter key to record the amount received this report.

Press  END key to commit transaction.

D.  CANCEL AN ACCRUAL:

      CEFMS MENU PATH:  1 – Financial Management Functions

                                               3- Financial Management

                                               4 – Expenditures/Disbursements

                                             18 – Reverse Accruals

      CEFMS SMART PATH:  From any CEFMS menu, enter 6.36R {Press Enter}

      Screen 6.36R will appear.

To query an existing obligation accrual:

Press F2 function key, enter query criteria, press F3 to execute query.

Enter Y to cancel specific accrual shown on bottom of the screen.  Enter N to leave accrual in place.

To query all accruals on all obligations:

Press F3 function key to execute query.  All accruals will appear in the screen.  Move through accruals entering ‘Y’ to cancel specific query shown on bottom of the screen.  Enter ‘N’ to leave accrual in place.  

Press END to commit transaction(s). 
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E.  VIEW ACCRUALS:

      User can view accrual information through two different screens.

      (1)  The first screen is via the view receiving report option.

             CEFMS MENU PATH:  1 – Financial Management Functions

                                                      3 – Financial Management

                                                      4 – Expenditures/Disbursements

                                                     21 – Accts Payable/Disb View Screen

             CEFMS SMART PATH:  From any CEFMS menu, enter 2.42V {Press enter}

             Screen 2.42V will appear.
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Press F2 function key, enter query criteria, press F3 function key to execute query.

Use up/down arrow keys to move through receiving reports.  

NOTE:  

REFERENCE field in the upper half of the form states ‘ACCRUAL’

ACCRUAL block in the lower half of the form states ‘R’ or ‘Y’.  If ‘R’, the accrual has been reversed.

     If ‘Y’ , the accrual still exists.

THIS REC RPT block in the lower half of the form reflects the amount of this particular accrual.

ALL REC RPT block in the lower half of the form reflects the sum of all receiving reports.

       (2)  The second screen is via the view obligation status:  

              CEFMS SMART PATH:  From any CEFMS menu enter STAT.1 {Press Enter}

              Screen STAT.1 will appear.

Press F2 function key, enter query criteria, press F3 function key to execute query.  

Press Page Down function key to move to lower portion of form to select line item(s).

Press Up/Down arrow function keys to move between line items.

Highlight line item, press enter.  (See next page for additional instructions)
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Accrual information screen will appear. 

The sum of all accruals for the particular line item identified will appear in the ACCRUED field.

The sum of all disbursements for the particular line item identified will appear in the DISBURSED field.

The obligation document cumulative total of all line items will appear in the lower portion of the accrual screen.

Press Enter to return to the main STAT.1 Screen.
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F. OUTSTANDING ACCRUAL REPORT:

This report will produce a listing of all outstanding accruals for the entire district.  This is not a project or work item specific report.  The financial managers should generate report.

        CEFMS Main Menu:  1 - Financial Management Functions 

                                            3 - Financial Management  

                                          17 - Reports   

        Screen 16.000 will appear.  Down arrow to ‘OTHER REPORTS’ submenu option.  Press Enter. Down arrow to ‘OUTSTANDING ACCRUALS’ (report id = outaccrl). Press Enter.

        Screen 11.7.1 will appear.  Enter report processing parameters.  Press END to run report.

        Report will provide the following information for the district:

(1) Obligation Document Number

(2) Line Item Number

(3) Delivery Order Number

(4) Receiving Report Number

(5) Accrual Date

(6) Accrual Amount

(7) Employee

(8) Organization Code
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