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Learning Objectives

e |dentify the federal requirements governing the
allowability of costs to federal awards

 Understand the requirements for adequately
documenting and tracking costs to federal awards

e Understand the requirement for records retention

e Recognize and apply the federal requirements for
time and effort reporting




Statutory, Regulatory, and Policy Requirements

Available Resources for Proper Financial Management of your
Grant:

e 45 CFR Part 75
e HHS Grants Policy Statement (HHS GPS)
* Program-Specific Requirements




Allowable Costs

&




Allowable Costs — 45 CFR 75.403

Allowable - To be allowable under Federal awards, costs must meet
the following general criteria:

 Be necessary and reasonable for proper and efficient performance
and administration of Federal awards;

e Be consistent with policies, regulations, and procedures that apply
uniformly to both Federal awards and other activities of the
governmental unit; and

* Be allocable to the grant




Allowable Costs — 45 CFR 75.403

Allowable Costs Must:

 Not be included as costs or used to meet cost sharing or matching
requirements of any other federally financed program either current or
a prior period;

e Be treated consistently;

e Be determined in accordance with generally accepted accounting
principles (GAAP), except, for state and local governments and Indian
tribes only, as otherwise provided for in this part; and

e Be adequately documented




Examples of Unallowable Cost

e Alcoholic beverages * Fines and penalties
(45 CFR 75.423) (45 CFR 75.441)
 Bad debt (45 CFR 75.426) * Lobbying (45 CFR 75.450)
 Contingency provisions * Entertainment Costs (e.g.
(45 CFR 75.433) amusement, social activities,
meals)

(45 CFR 75.438)




Reasonable Costs

Reasonable

A cost is reasonable if, in its nature and amount, it does not
exceed that which would be incurred by a prudent person
under the circumstances prevailing at the time the decision
was made to incur the cost.




Reasonable Costs

Reasonable Costs Must:

Be generally recognized as ordinary and necessary for
operations and performance.

Have restraints or requirements that are in place (e.g.
internal control).

Be comparable to market prices for goods or services

Indicate that the individuals acted with prudence for the
circumstances.

Not significantly deviate from established practices and
policies.




Allocable Costs

Allocable

A cost is allocable to a particular Federal award or other cost
objective if the goods or services involved are chargeable or
assignable to that Federal award or cost objective in
accordance with relative benefits received.




Allocable Costs

Allocable Costs Must:

 Beincurred specifically for the Federal award.

e Benefit both the Federal award and other work of the
non-Federal entity, and be distributed in proportions that
may be approximated using reasonable methods.

 Be necessary to the overall operation of the non-Federal
entity and is assignable in part to the Federal award.

e Be adequately documented.




Knowledge Check Question #1




Knowledge Check

To be allowable under Federal awards, costs must be ...




Knowledge Check

Answer: To be allowable under Federal awards, costs
must be ...

1. Reasonable
2. Allocable
3. Documented




Knowledge Check Question #2




Knowledge Check

An organization claimed the mileage reimbursement at
S10 per mile for the site visit under the Federal award.
This visit is part of the organization’s routine practice to
monitor the Federal program. Would this claim be

reasonable?




Knowledge Check

An organization claimed the mileage reimbursement at
S10 per mile for the site visit under the Federal award.
This visit is part of the organization’s routine practice to
monitor the Federal program. Would this claim be

reasonable?

Answer: This is not reasonable.




Cost Allocation

* Federal vs. Non-federal
" Be treated consistently

e Direct vs. Indirect Costs
= A cost cannot be both a direct and indirect cost

e Documented Allocation Plan

 Negotiated Indirect Cost Rate (if applicable)




Documentation

C




How to Document Federal Expenditures

How to Adequately Document:

e Separate Tracking of Federal Expenditure
" Chart of Account
= General Ledger

e Type of Documentation

e Record Retention Period




How to Document Federal Expenditures

®* The recipient’s records must identify the source and application
of funds for federally funded activities and be supported by
source documentation (45 CFR § 75.302(b)(3));

®* The recipient must comply with Federal statutes, regulations, and
the terms and conditions of the Federal awards (45 CFR §
75.303(b) and 2 CFR part 230, Appendix A, § A.3.b); and

® The recipient must have written policies and procedures.




Separate Tracking of a Federal Grant

The recipient’s financial management system must
identify, in its accounts, all Federal awards received
and expended and the Federal programs under which
they were received (45 CFR § 75.302 (b)(1)).




Separate Tracking of a Federal Grant
Chart of Accounts

e A Chart of Accounts (COA) is the complete list of all accounts that are
related to an organization; it is used to organize the finances of the
entity and to segregate expenditures, revenue, assets and liabilities in

order to give interested parties a better understanding of the financial
health of the entity.

e Accounts are typically defined by an identifier (account number) and
are coded by account type.

e Sub-accounts can be used for separate tracking of a Federal grant using
unigue account codes and identifiers; the subsidiary ledger contains
information that is specific to a certain general ledger account.




Separate Tracking of a Federal Grant
General Ledger

A general ledger (GL) is a complete record of all the
financial transactions over the life of your
organization. The general ledger holds all of the
information needed to prepare financial statements
and includes assets, liabilities, equity (net asset),
revenue and expenses.




Knowledge Check Question #3




Knowledge Check

Is the complete list of all accounts related
to an organization.

is the complete record of all financial

transactions over the life of an organization. It is the
backbone of any accounting system.




Knowledge Check

Answer:

The chart of accounts is the complete list of all
accounts related to an organization.

The general ledger is the complete record of all
financial transactions over the life of an organization. It

is the backbone of any accounting system.




Knowledge Check Question #4




Knowledge Check

The General Ledger typically has five categories: 1)
Assets; 2) Liabilities; 3) Net Asset; 4) :and 5)




Knowledge Check

Answer:

The General Ledger typically has five categories: 1)
Assets; 2) Liabilities; 3) Net Asset; 4) Revenue; and 5)

Expenses.




Adequate Source Documentation

* Invoices showing vendor, date, * Connection to the grant (cost
and amount paid center, fund type code) —in

general ledger

e Subrecipient agreements or
contracts

e Costs that support only items
listed in the grant budget

e Receipt of purchase

e Dates on invoices and receipts
that show that the costs fall
within the grant period

 Copies of cancelled checks * Travel logs
showing the amounts were e Personal Activity
actually paid Reports/timecards/certifications




Federal Record Retention

Record Retention (45 CFR 75.361)

 Must retain all records for at least three years after submitting the
final expenditure report (FFR for non-construction awards; Outlay
Report and Request for Reimbursement for construction awards).

* One exception for the 3-year rule - If any litigation, claim, or audit is
started before the expiration of the 3-year period, the records must
be retained until all litigation, claims, or audit findings involving the
records have been resolved and final action taken.




Knowledge Check Question #5




Knowledge Check

How long should Federal records be retained?




Knowledge Check

How long should Federal records be retained?

Answer: At least three years (in most circumstances).




Polling Question

Are you familiar with the requirements for time and
effort reporting?




Time and Effort Requirements




What is Time and Effort Reporting?

® Effortis defined as the amount of time spent on a particular activity.

" |ncludes time spent working on a sponsored project in which salary is:
v’ Directly charged, or
v’ Cost-shared (also known as match)
®* |ndividual effort can be expressed as a percentage of the total amount of time spent
on work-related activities

= Examples include:
v’ Instruction
v’ Research
v Administration
v Clerical
® Effort reporting is the required method of certifying that the effort charged or cost
shared to each award has actually been completed




Why is Time and Effort Reporting Needed?

Time and effort reporting is required to document that:

e Federal funds were charged only for time actually worked
* Personnel costs are for allowable activities

* Federal programs paid only their proportionate share of
personnel costs




Time and Effort Records

Time and effort records must be maintained for all
employees*:
1. Who are paid in whole or in part with federal funds;
and/or

2. Whose salaries are used to meet a match/cost share

requirement. Hﬂﬁﬁ-

* Not required to be maintained for contractors since they are not
considered employees




Documentation of Personnel Expenses

All salaries and wages must be based on records that accurately reflect
the work performed (45 cFr 75.430(i)(1)):

 Be supported by a system of internal controls;
= Accurate, allowable, and allocable
e Be incorporated into official records;

e Reasonably reflect total activity for which employee is compensated;
= Not to exceed 100%
 Encompass all compensated activities (federal and non federal);

e Comply with established accounting policies and practices; and

e Support distribution of salary and wages.
= Specific activities, projects, or funding sources




Use of Budget Estimates

® Budget estimates alone do not qualify as support for charges to federal
awards

® May be used for interim accounting purposes if:
= Approximations are reasonable;

= Significant changes to the work activity are identified (and updated) in a
timely manner;

= Supported by a system of internal controls to review after-the-fact interim
charges; and

= Adjustments are made such that the final amount charged to the award is
accurate, allowable, and properly allocated.

Reconciliations required!




Use of Percentages

Can time and effort records use percentage of time?
Yes!

Because practices vary as to the activity constituting a full workload,
records may reflect categories of activities expressed as a
percentage distribution of total activities.

Must be supported by documentation!




Compliance vs. Noncompliance

If records meet the standards = Compliance (45 cFr 75.430(i)(2))

 No additional support or documentation for the work performed will be
required.

If records DO NOT meet the standards = Noncompliance (45 cFR 75.430(i)(8))

e HRSA may require personnel activity reports including prescribed
certifications, or equivalent documentation.

 May result in an audit finding.

ALWAYS maintain detailed records!




Who Must Keep Time and Effort Records?

Is the person an /\ No T&E
5% > No _
employeer: \/ Required

A 4

Applicable to CYES \
recipients and °

subrecipients!

A

s the person paid with No R Salary used
federal funds? wtch?

\4 A 4

T&E RequireD<

* If you don’t know if a person is an employee — ask HR




Matching Funds

e To be an allowable match =2 a cost must be allowable as a grant
charge.
= Matching = cost sharing

e Recipients must maintain documentation supporting the
personnel costs counted as match in the same manner it would
for personnel costs charged to the grant.




Knowledge Check Question #6




Knowledge Check

True or False?

Time and Effort Reporting and personnel activity
reports need to be maintained by everyone including
contractors who are paid with the grant funds.




Knowledge Check

Time and Effort Reporting and personnel activity
reports need to be maintained by everyone including
contractors who are paid with the grant funds. Is it True

or False?

Answer: False




Common Issues with Reporting
Time and Effort




Common Issues with Reporting Time and Effort

ldentified in Financial Management Reviews and Grant Reviews:

® Using grant funds to pay employees based on budgeted hours.

= MUST be based on actual hours.

®* No allocation for employees whose salary is charged to
multiple sources.

® Using percentage of grant funding to determine an employee’s
percentage of time worked.

= MUST be in proportion to the time spent to achieve the purpose of the
grant.




Common Issues with Reporting Time and Effort

* Inconsistent application of requirements across all sources
of funding.

 Charging time to federal awards when no work on the
federal award occurred to make up for funding shortfalls.

e Total time charged across sources exceeds 100%.
= Cannot exceed 100%




Time and Effort




Time and Effort Expense Charges

The actual percentage of employees’ time must be documented
by funding source and recorded (to the general ledger).

" Final amounts cannot based on estimates or budgets.

= Total must not exceed 100%.

" Documentation must be maintained to support allocations.




Time and Effort Internal Controls

® Reduce risk by implementing strong internal controls.
= Allowable, accurate, allocated, documented

® Train your staff and stress the importance of time and effort
reporting.
" Consistency - All staff need to be completing documents.
" Templates for tracking

v Documenting Recipients have flexibility
v R ti to design internal controls
ePOTting which align with

¥ Measuring organization structure!




Time and Effort Internal Control Examples

® Written policies and procedures
® Review and supervisory approval of records
® Periodic internal ‘review’ or time studies

® Certification

= Attesting that salaries, wages, and benefits charged to the grant are
reasonable and accurate in relation to the work performed

® After-the-fact reconciliation and adjustments
® Review of the process as personnel and positions change
= Review of job descriptions

® Quarterly budget to actual reviews
= Update budget if actual time and effort consistently differs from estimate




Time and Effort Policies and Procedures

® Recipients must have written policies surrounding time
and effort reporting.

®* Must be consistent (applied to both federal and non-
federal activities):

" Time and effort policies
" Time and effort reporting BENSIST[NEY




Time and Effort Policies and Procedures

Timekeeping — The Policies and Procedures must:

® Describe timekeeping controls and plans to monitor compliance with federal statutes,
regulations, and the terms and conditions of the federal award;

® Describe the distribution of salary and wages charged to federal awards based on actual
employee activity as reflected in personnel activity reports, prepared after-the-fact, that
include the total activity for which employees were compensated; and

® State that timekeeping must be certified as accurate by either the employee or a supervisor
familiar with the employee's activities.

®* Non-profit organizations cannot charge salary and wages to federal awards based on budget
estimates. However, States, Local or Indian Tribal Governments may allocate salary and
wages charged to federal awards based on budget estimates, other distribution
percentages, or use a substitute system if certain conditions are met in 45 CFR §75.430.

45 CFR §75.303 and §75.430




Time and Effort Written Policy Requirements

* HOW?
= Contain prescribed measurement

v’ tracking methods for staff effort and the sources of funds from which they are being paid
must be consistent across staff classifications

= Contain process to review after-the-fact interim charges made to federal awards based
on budget estimates

v’ accurate, allowable and allocable
e WHO?
= |dentify who will certify effort reports
= |dentify who has oversight over reviewing, approving, tracking, and allocations
® APPLICABILITY
= Contain clear procedures to adjust effort levels when appointments change
= Ensure that tracking methods are documented and tie back to effort reports




Time and Effort Documentation




Time and Effort Certification

e Certification

u l(I

herby certify that | spent X% of my time working on

”

during the time period

e Complete at a minimum — semi-annually

* Include process in your documented policies and
procedures

* Complete for all employees — including 100% funded by
one federal source

e Signed by employee AND supervisor




Time and Effort Certification

® Example data:

" Michael Jones is an employee who worked 50% of
his time on the Healthy Start program, 20% on the
homeless grant, 20% school based grant, and 10%
on the postpartum women grant during the period
February 10, 2020, through February 21, 2020.




Time and Effort Certification

Example
ABC lealthCare, Inc.

F2HM Pemnsyvivinia Lve
Wushington, 1M 205000

Time and Effort Certification

| Michael Jougs certify that 1 spent
SO % of my time working on-He Paallhy St Gl
2.0 % of my time working on Hse Hwﬂx cs (v ma‘
A0 54 of my time working onbe._Scho\-Based Gewl
L 5 of my time working ondbe_Pokorhun Wemsamfaens

during the time period of 2 Ilt‘.- - '3—!*11 I.‘J(‘}.

/nl'zﬂﬁr‘ﬁé"’ ﬁﬁlmﬁmﬂ %WL Qf;u]

Name{Tifle Date

mﬂup@/] LUf“lq’b_Q ?ﬂmmwb:rgt,jnjr ':l_{{ﬂf}gc

Supervisor, Title U Date




Personnel Activity Report

After-the-fact Personnel Activity Report

Time and Effort Reporting Form
Employee should enter time in 15 minute increments (.25). For example 1.5 = one hour thirty minutes. All time should represent full work week.
Hourly employees time should equal the hours worked.

Health Center Base SUD-MH Ryan White Part B State MH Local MH Administrative Total

Sunday
Monday

Tuesday

Wednesday

Thursday

Friday
Saturday

Sunday

Monday
Tuesday
Wednesday
Thursday
Friday
Saturday

Total hours must
agree to pay stub.

|
AN

0 0 0 0 0 0

Work hours = document hours as worked = submit after pay period.
Complete for all employees — including 100% funded by one federal source.
Completed by staff each pay period.

= Signed by employee and supervisor.
Used by accounting staff for reconciliation purposes.

A3




Personnel Activity Report

Exam ple Signature of
= | employee and

supervisor

Identification of grant /
funding source \

Total hours
agree to
paystub

S




Personnel Activity Report

Example

Total hours agree
to time and

effort reporting ===l o

form (Bi-Monthly
time sheet)




Time and Effort Reconciliation

® After-the-fact Personnel Activity Report Reconciliation

Actual Budget

.|
Fayred GRANT
DATE EMIFLOYEE FarCHECK CODE 3 TIMESHEET % PAYRAOLL WA RLAN O

= Used by accounting staff to charge the salary and related fringe
benefits to each federal grant / source of funding

= Reconcile estimates against actual time as documented
" |nclude process in your documented policies and procedures




Time and Effort Reconciliation

® After-the-fact Activity Report Reconciliation Example

Auctual Budget

E'P'_’,:LT GRANT

OATE EMPLYEE ETATE SHR CooE & TIMESHEET % PAYRDLL WARIAMLTE
9725,/ 30019 ANDREW £2,982.01 0302 15 447 3 544730
9725,/ 30019 ANDREW 0454 B5 253471 100 258204 {544 7_30]
9725,/ 30019 ANME £2,346.2E 0506 21.05 495 89 25 5B 57 1502 5R|
9725,/ 30019 ANME 0560 78.95 1.B52.39 75 175471 50268
9725/ 37019 JANET £3,930.40 0560 104 1,930.40 100 353040 -
925/ 3019 IEAN %1.537.8E 0560 104 1,537 88 100 1.537.88
9,/25,/ 3019 FULIE &B57.60 560 104 BS7.6 100 B57.6
9725,/ 37019 LANCE 52,620.80 O560 104 262089 100 252089
9725,/ 2019 MISTY 52,043.00 0454 100 208309 100 208309 -
9725,/ 1019 PATRICIA $2,597.12 0559 37.5 9¥39: 50 1,298.56 {5324 64]
9,25,/ 1019 PATRICIA ased 625 1,623.20 50 1,298.56 432464

= |nitial payroll costs in accounting system = charged according to budget
= Adjusted to actual on a periodic basis
v’ Monthly

= Final charges at the end of the grant period = actual time spent on the grant




Time and Effort Internal Controls

Measure, document and report the
percentage of effort expended on federal
award

Designate appropriate staff to review and
certify effort reporting forms

Timely review and certification of time
and effort reporting

Staff Training on time and effort reporting




Key Reminders for Time and Effort

® Charges for personnel must be based on ACTUAL TIME
® Must be incorporated into OFFICIAL RECORD

® Be DOCUMENTED

® Be supported by INTERNAL CONTROLS

® Represent TOTAL COMPENSATED ACTIVITY

® Be CONSISTENT for all funding sources




Key Reminders for Managing Your Grant

® All costs to federal awards must be Allowable,
Reasonable, Allocable and Adequately Documented.

® Recipients must have adequate policies and procedures
for fiscal oversight.

® Use the approved budget as your guide.

®* When in doubt, consult your HRSA Grants Management
Specialist or Project Officer.




Questions?




Contact Information

Abdul Adardour

Auditor, Division of Financial Integrity
Office of Federal Assistance Management
Email

Phone: (301) 443-0549

Yolanda Stringfellow
Auditor, Division of Financial Integrity
Office of Federal Assistance Management

Email
Phone: (678) 735-9307



mailto:aadardour@hrsa.gov
mailto:ystringfellow@hrsa.gov

Resources

e 45 Code of Federal Regulations Part 75

e HRSA Manage Your Grant

e |nternal Controls Tip Sheet

 Financial Management Requirements



https://www.ecfr.gov/cgi-bin/text-idx?node=pt45.1.75
https://www.hrsa.gov/grants/manage/index.html
https://www.hrsa.gov/sites/default/files/hrsa/grants/manage/internal-controls-tip-sheet.pdf
https://www.hrsa.gov/sites/default/files/hrsa/grants/manage/financial-management-requirements.pdf

Connect with HRSA

Learn more about our agency at:
www.HRSA.gov

}A'{ Sign up for the HRSA eNews

FOLLOW US:



http://www.hrsa.gov/
https://facebook.com/HRSAgov/
https://twitter.com/hrsagov
https://www.instagram.com/hrsagov/
https://www.linkedin.com/company/us-government-department-of-health-&-human-services-hrsa/
https://www.youtube.com/user/HRSAtube
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