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Learning Objectives

After reading this chapter, you will be able to:

· Distinguish the three different types of fiscal reports.

· Distinguish the differences between cash, accrual and modified accrual bases of accounting.

· State how to determine reporting frequency for an interim Report of Expenditures (ROE).
· State the interim reporting requirements when contract spans more than one provider agency fiscal year.

· State the requirements for completing a fiscal year end Report of Expenditures (ROE).

· State the timing and requirements for final ROE submittal.

· State how to treat unpaid expenses and uncollected revenue.

Expenditure Reports


Cost-related contracts, regardless of the payment methodology employed, require the submission of expenditure reports to the Departmental Component.  The reporting requirements set forth in Section 6 of the Contract Reimbursement Manual are the minimum requirements and may be supplemented by the contracting Departmental Component.
When Expenditures are Reported

Expenditure reports are utilized to keep the Department abreast of funding expended by the provider agency during the contract term.  They allow the Department to determine if contract funding is being expended too quickly or too slowly in regards to the contract reimbursable ceiling.  

There are three (3) types of fiscal expenditure reports that are associated with certain time periods.  They are:

1.   Interim Expenditure Reports - fiscal reports that may be used at any contract interval to report spending.

2.   Final Expenditure Reports - fiscal reports that are completed for the last month or quarter (depending on the interval desired) that relates all of the funding expended up to and through the end of the contract.

3.   Fiscal Year End Reports  - fiscal reports that are completed for the last month or quarter (depending on the interval desired) that relates all of the contract funding expended up to and through the end of the provider agency’s fiscal year.
How Expenditures are Reported

The expenditure reports must be on Department approved forms and must be certified by the provider agency's Chief Executive Officer (CEO) or authorized fiscal officer.

Interim expenditure reports will include expenditures applicable to Department funding and will not include organization-wide expenditures.  Interim reports may be prepared on a cash basis or accrual basis depending on the provider agency's method of accounting. 

A cash basis of accounting means that bills and expenses are paid at the time received during the contract term. 

An accrual basis of accounting means that bills and expenses are incurred during the contract term but are paid after the contract term is ended.  There is no definite time frame for paying the bills and expenses.

Fiscal-year-end and final expenditure reports must be completed on an organization-wide basis if the provider agency is charging the Department for indirect, General and Administrative (G&A) or allocated costs.  If a provider agency is not charging the Department indirect, General and Administrative (G&A) or allocated costs, the fiscal-year-end and final expenditure reports will not be required to be completed on an organization-wide basis.
The provider agency is required to report final contract expenditures on a modified accrual basis to ensure that both contract-related expenses and revenues are appropriately reported, and that such expenses and revenues are actually paid and collected. 

A modified accrual basis of accounting means that bills and expenses incurred during the contract term are paid within 90 days of the contract ending.  The Department uses the modified accrual method to facilitate the Contract Closeout and the timely closing out of the State Fiscal Year.

Interim Report of Expenditures (ROE)

Interim expenditure reports are completed at periodic intervals – monthly, quarterly or semi-annually - during the contract term.  The frequency of interim expenditure reporting is determined by the Departmental Component on the basis of several factors.  Primary among them is the extent, if any, of past experience with the provider agency and the service contracted.  Where a lack of experience makes it difficult to predict costs and levels of operation, monthly interim reports are generally the most appropriate.  With experience and stability in operation, the frequency of expenditure reporting may be reduced and quarterly or semi-annual reports may be considered.
Adherence to the required timeframes for submission of all reports is critical for providers.  Such compliance promotes a check and balance against contracted versus actual costs and deliverables, allowing time for any necessary adjustments fiscally and programmatically. 

If the (fiscal or programmatic) report reveals that a modification is needed, the provider’s timely completion and submission can assure that contractual obligations are kept current and reflective of actual performance and costs.  Timely reporting helps reduce surprises and the potential for burdensome recoupments.  Also, report tardiness may target a provider for a DHS audit.

Interim expenditure reporting must be cumulative within the provider agency's fiscal year.  If a contract term spans more than one provider agency fiscal year, a fiscal-year-end report must be completed at the end of the provider agency fiscal year, which falls during the contract term.

At the end of a contract term the provider agency may submit an interim report for costs incurred during the final reporting period of the contract.  The provider must clearly designate that such report is an interim report.  This interim report, submitted at the end of the contract, will allow the provider agency, at its option, to be reimbursed for period costs without having to wait for submission of the final expenditure report.
Interim Expenditure Reports consist of 4 forms:
· Annex-B: Contract Information Form

· Annex-B: Contract Expense Summary

· Schedule 2: Revenue

· Schedule 3: Applicable Credits

Fiscal Year End Report of Expenditures (ROE)

The purpose of the fiscal-year-end report of expenditures is to reconcile contract expenditures with the provider agency's annual audited financial statements.  A fiscal-year-end ROE must be submitted within 120 calendar days following the close of the fiscal year of the provider agency (not State) which falls during the contract term.  It must be completed on an organization-wide basis and be cumulative from the beginning of the contract. 

A separate fiscal-year-end expenditure report in addition to a final expenditure report is only necessary when a contract term is not on the provider agency's fiscal year.  Otherwise, the final expenditure report can double as the fiscal-year-end expenditure report.

A fiscal-year-end ROE must be submitted on the following Annex B forms and schedules from the budget package:

· Annex-B:  Contract Information Form

· Annex-B:  Contract Expense Summary

· Annex-B:  Contract Expense Detail–Personnel

· Annex-B:  Contract Expense Detail-Other than Personnel

· Schedule 1: Cost Allocation Plan

· Schedule 2: Revenue

· Schedule 3: Applicable Credits

· Schedule 4: Related Organizations

· Schedule 5: Depreciation/Use allowance

· Schedule 6: Cost of Equipment

Final Report of Expenditures (FROE)


At the end of any given contract term, there may have been costs incurred by the provider for which payment has not yet been made, or revenue generated which has not yet been collected.  In order to make proper reimbursements or ensure collections, a final expenditure report is required. 
Final expenditure reports are completed at contract termination, whether or not the termination occurs as a routine expiration of the contract or a termination for some other cause.  The final ROE must reflect cumulative contract expenditures either from the beginning of the contract term, or the beginning of the most recent provider agency fiscal year. If the contract term ends concurrently with the provider agency’s fiscal year, the fiscal-year-end report will double as the final expenditure report.
Providers must report final contract expenditures on a modified accrual basis to ensure that contract-related expenses and revenues are appropriately reported, and that such expenses and revenues are actually paid and collected.

Timing of Final ROE 
1.   Within 90 days of contract termination or expiration the provider agency must make every effort to:

· pay for all allowable contract costs incurred but not paid during the contract term; and

· collect all revenue earned but not collected during the contract term.

2.   Within 120 calendar days following termination or expiration of the contract, a final expenditure report shall be submitted to the Departmental Component.  The provider agency shall include in the report:

· cumulative contract expenditures and revenues from the beginning of the contract term or from the most recent provider agency fiscal year commencement, whichever occurred later; and

· certify that all expenditures have been paid and all revenues have been collected during the specified time frames.

DHS Review of Final ROE
In accordance with Department Policy Circular P7.01, Contract Closeout, the Departmental Component must review the final expenditure report and make any adjustments.  At this time, the Departmental Component must promptly pay the provider agency any amount due but as yet unpaid for providing the contracted service(s), and the provider must immediately refund any amount determined to be an overpayment, which the Department has not authorized for retention in a successor contract.

The revised (2001) P7.01 process, Preliminary Contract Closeout, allows a Departmental Component to reconcile the amount of funding paid out during the contract term to the last expenditure report received from the Provider Agency.  This is allowed, when for any reason, the final expenditure report is not received in a timely manner.
Treatment of Unpaid Expenses and Uncollected Revenue

Generally, contract expenses incurred during the contract term, but not paid by the provider agency within 90 days after contract termination or expiration may not be paid during a successor contract.  Exceptions can be made, under extraordinary circumstances, with the approval of the Departmental Component.
Applicable, uncollected revenue during the contract term that was still uncollected 90 days after contract termination or expiration can be applied to a successor contract, or if there is no successor contract, be refunded to the Departmental Component via a check payable to the Treasurer, State of New Jersey.
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