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I.	Introduction

[bookmark: _Toc248562327]The purpose of this guide is to facilitate identifying and implementing DOE best practices for accounting for property, plant and equipment (PP&E) and to supplement DOE PP&E accounting policies identified in Chapter 10 of DOE’s Accounting Handbook.[footnoteRef:1]  Financial statement audits have identified systemic PP&E accounting problems, particularly with the timing of moving Construction Work in Process (CWIP) balances to completed PP&E accounts.  The root cause of such problems stems from inadequate PP&E accounting policies and procedures and insufficient operational accounting awareness of PP&E activities. [1:  This guide is targeted to DOE’s non-PMA/FERC accounting community.] 


Statement of Federal Financial Accounting Standards (SFFAS) No. 6 contains accounting standards for federally owned property, plant, and equipment.  SFFAS No. 6 is intended to meet the operating performance objective by measuring the cost associated with using property, plant, and equipment and including that cost in entity operating results. The standard also is intended to meet the stewardship objective by reporting information on asset condition, changes in the amount and service potential of property, plant, and equipment, cost of property, plant, and equipment where applicable, and spending for acquisition of property, plant, and equipment versus non-capital spending.  The Accounting and Auditing Policy Committee (AAPC) established a General Property, Plant and Equipment Task Force in January 2008 with subgroups for acquisition, use, disposal and records retention.   The Disposal Subgroup issued Technical Release 14, Disposition of PP&E, to clarify accounting requirements for disposal, retirement, and removal from service of PP&E.


[bookmark: _Toc125775327][bookmark: _Toc125954788][bookmark: _Toc248562328][bookmark: _Toc248567281][bookmark: _Toc248567352][bookmark: _Toc248567486][bookmark: _Toc348589314]II. 	DOE PP&E SGL Overview
[bookmark: _Toc125775329]
A. [bookmark: _Toc348589315]PP&E Standard General Ledger Accounts
	SGL
	Title

	17110000
	Land And Land Rights

	17120000
	Improvements To Land

	17190000
	Accumulated Depreciation On Improvements To Land

	17200100
	Construction In Progress

	17200200
	Construction In Progress - Allowance For Legacy Waste Facilities

	17209300
	CWIP Clearing Account

	17290000
	Allowance for CWIP

	17300000
	Buildings, Improvements, And Renovations

	17390000
	Accumulated Depreciation On Buildings, Improvements And Renov.

	17400000
	Other Structures And Facilities

	17490000
	Accumulated Depreciation On Other Structures And Facilities

	17500000
	Equipment

	17509300
	Capital Equipment Fixed Asset Clearing Account

	17590000
	Accumulated Depreciation On Equipment

	18100000
	Assets Under Capital Lease

	18190000
	Accumulated Depreciation On Assets Under Capital Lease

	18200000
	Leasehold Improvements

	18290000
	Accumulated Amortization On Leasehold Improvements

	18300000
	Internal Use Software

	18320000
	Internal Use Software Development

	18390000
	Accumulated Amortization On Internal Use Software

	18400000
	Other Natural Resources

	18490000
	Allowance For Depletion

	18900000
	Other General Property, Plant, And Equipment

	18909900
	Accumulated Deprecation On Other General Property, Plant And Equipment

	18990000
	Accumulated Depreciation on Other General Property, Plant and Equipment

	18999900
	Accumulated Depreciation on Other General Property, Plant and Equipment

	19909300
	DOE FA Asset Clearing Account

	19950000
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed

	19951000
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - CY Reclassifications from PP&E

	19952000
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - Other than CY Reclassifications from PP&E

	2320U101
	Deferred Credits - Non Federal - Non-Budgetary (3rd Party Funded PP&E Acquisitions)

	2320U102
	Deferred Credits - Non Federal - Non-Budgetary (3rd Party Funded PP&E Deferred Credit liquidation)

	56100600
	Donated Revenue, NonFinancial Resources-PP&E

	57200100
	Financing Sources Transf. In W/O Reimb., Non-Budg - PP&E DOE

	57200200
	Financing Sources Transf. In W/O Reimb., Non-Budg - PP&E Non-DOE

	57300100
	Financing Sources Transf. Out W/O Reimb., Non-Budg - PP&E DOE

	57300200
	Financing Sources Transf. Out W/O Reimb., Non-Budg - PP&E Non-DOE

	66100000
	Cost Capitalization Offset

	67100000
	Depreciation, Amortization And Depletion-Fixed Asset Module PP&E Assets Only

	67100100
	Depreciation, Amortization and Depletion-All Other PP&E Assets

	67900100
	Other Exp Not Requiring Budgetary Resources-Revaluation Of PP&E Assets

	67900400
	Other Exp Not Requiring Budgetary Resources - Afudc

	67900600
	Other Exp Not Requiring Budgetary Resources-Write-on of Previously Expensed PP&E Assets

	68000100
	Future Funded Expenses, Financing Sources That Fund Capital Costs Of Prior Periods, Legacy Waste PP&E

	71100600
	Gains on Disposition of Assets, PP&E

	71900100
	Other Gains - PP&E

	72100600
	Losses on Disposition of Assets, PP&E

	72900100
	Other Losses - PP&E

	73000100
	Extraordinary Items  PP&E

	74000100
	PRIOR PERIOD ADJUSTMENTS Due to Correction of Errors, PP&E

	74010100
	Prior Period Adjustments Due to Changes in Accounting Principles, PP&E

	74010100
	Prior Period Adjustments Due to Changes in Accounting Principles, PP&E

	74050100
	Prior Period Adjustments Due to Corrections of Errors - Years Preceding the Prior Year - PP&E

	74050100
	Prior Period Adjustments Due to Corrections of Errors - Years Preceding the Prior Year - PP&E

	80300300
	Unfunded PP&E Capital Lease Acquisition

	80030400
	Unfunded PP&E Capital Lease Acquisition (Contra)

	88010100
	Purchase Of Capitalized PP&E (Contra)

	88020100
	Purchases Of Capitalized PP&E

	88010700
	Disposition of General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed (TR-14 assets) - Contra

	88020700
	Disposition of General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed (TR-14 assets)









	[bookmark: _Toc248567356][bookmark: _Toc248567490][bookmark: _Toc348589316]B. 	Corporate-Level PP&E Process Flow







	[bookmark: _Toc248567357][bookmark: _Toc248567491][bookmark: _Toc348589317]C. 	Corporate Level A-123  Risks and Controls



	Risk Title
	Risk Definition
	Key Controls

	R-1 Initial PP&E valuation misstated
	Capitalization policies and procedures are not GAAP compliant or are not consistently implemented leading to misstatement of PP&E  (R&D definition is not clear, budget rules drive accounting capitalization practices, application of construction overhead rates, operating vs. capital costs, repair/maintenance, AFP software, capital leases, write-on of previously expensed assets, WFO funded assets, assets in the custody of grantees)
	· Accounting Handbook and other procedures used are current and GAAP compliant,  represent  best practices, and validation steps are taken periodically to ensure they are uniformly adopted by field offices and their integrated contractors
· HQs/Field CFOs are engaged in key capitalization decisions
· HQs/FO/Contractors perform routine and robust PP&E account analysis processes to alert/investigate variances from expected results using STARS PP&E roll forward report.
· Write-on adjustments in SGL 6790 are restricted to current-year activities, corrections of errors are recorded in SGL 7400

	R -2 CWIP misclassified
	Policies and procedures for moving CWIP to completed PP&E are not GAAP compliant or are not consistently implemented (appropriate and consistent use of beneficial occupancy, stale CWIP balances)
	· Accounting Handbook and other procedures used are current and GAAP compliant,  represent  best practices, and validation steps are taken periodically to ensure they are uniformly adopted by field offices and their integrated contractors
· HQs/Field CFOs are engaged in key capitalization decisions
· Stale balance reviews performed routinely

	R-3 Legacy waste asset adjustments are not made correctly 
	Legacy asset not properly identified or entries not made to write-down assets in period of acquisition 
	· Accounting Handbook and other procedures used are current and GAAP compliant,  represent  best practices, and validation steps are taken periodically to ensure they are uniformly adopted by field offices and their integrated contractors
· Field offices perform thorough analysis of  STARS EM Capital Expenditure Reconciliation Report
· 

	R-4 Depreciation misstated
	Depreciation policies and procedures are not GAAP compliant or are not consistently implemented leading to misstatement of PP&E (useful lives, catch-up depreciation on betterments, improper allocation to benefitting programs)
	· Accounting Handbook and other procedures used are current and GAAP compliant,  represent  best practices, and validation steps are taken periodically to ensure they are uniformly adopted by field offices and their integrated contractors
· Depreciation analysis performed by Field Offices

	R-5 Asset impairments or disposition not recorded properly or timely
	PP&E values not adjusted for impairment/disposition events
	· Accounting Handbook and other procedures used are current and GAAP compliant,  represent  best practices, and validation steps are taken periodically to ensure they are uniformly adopted by field offices and their integrated contractors
· General ledger balances are reconciled to subsidiary systems routinely




[bookmark: _Toc248567282][bookmark: _Toc248567358][bookmark: _Toc248567492][bookmark: _Toc348589318]III. 	PP&E SGL Accounting Scenarios

	[bookmark: _Toc248567359][bookmark: _Toc248567493][bookmark: _Toc348589319]A. 	Capital Funded Asset Acquisition



	To record capital assets acquired by integrated contractor through expenditure of capital funding

	DR
	88020100
	Purchase of Capitalized PP&E
	

	CR
	88010100
	Purchase of Capitalized PP&E (Contra)
	

	DR
	17200100[footnoteRef:2] [2:  Completed PP&E SGL accounts would be used if the purchased asset is immediately placed into service] 

	Construction in Progress
	

	CR
	57900400
	Other Financing Sources – CY Payments with Integrated Contractors 
	

	DR
	57900500
	Other Financing Sources – CY Payments with Integrated Contractors
	IC Interface

	CR
	10100300
	Fund Balance with Treasury – SF 224 Disbursements
	IC Interface

	DR
	31070900
	Unexpended Appropriations – Used, All Other
	IC Interface

	CR
	57000000
	Unexpended Appropriations
	IC Interface

	DR
	48010000
	Undelivered Orders, Obligations – Unpaid
	IC Interface

	CR
	49010000
	Delivered Orders – Obligations, Unpaid
	IC Interface


		

	[bookmark: _Toc248567360][bookmark: _Toc248567494][bookmark: _Toc348589320]B. 	Operating Funded Asset Acquisition



The following items pertain to IGPP and IGPCE.

	To record operating funded expenditures

	DR
	61000000
	Operating expenses/program costs
	

	CR
	57900400
	Other Financing Sources – CY Payments with Integrated Contractors 
	

	DR
	57900500
	Other Financing Sources – CY Payments with Integrated Contractors
	IC Interface

	CR
	10100300
	Fund Balance with Treasury – SF 224 Disbursements
	IC Interface

	DR
	31070900
	Unexpended Appropriations – Used, All Other
	IC Interface

	CR
	57000000
	Unexpended Appropriations
	IC Interface

	DR
	48010000
	Undelivered Orders, Obligations – Unpaid
	IC Interface

	CR
	49010000
	Delivered Orders – Obligations, Unpaid
	IC Interface



	To write-on assets acquired as a result of current year operating funded expenditures[footnoteRef:3] [3:  Write-on of assets acquired using prior-year operating funding is considered a correction of an accounting error and SGL 74000100 must be used in lieu of this scenario.] 


	DR
	17200100[footnoteRef:4] [4:  Completed PP&E SGL accounts would be used if the purchased asset is immediately placed into service] 

	Construction in Progress
	

	CR
	67900600
	Other Exp Not Requiring Budgetary Resources – Write-on of Previously Expensed PP&E Assets
	Use same program value used in scenario above 



	
	[bookmark: _Toc348589321]C. 	CWIP  Capitalization



In FY 2012 the capitalization threshold for PP&E was increased from $50K to $500K for the DOE Consolidated Financial Statements. The increased threshold was not applied to the component financial statements for the Isotopes Program, the Nuclear Waste Fund, the Power Marketing Administration or the Federal Energy Regulatory Commission.  

In the event that a CWIP item began prior to the capitalization threshold increase, and is finished after the threshold has been increased and the total amount of the asset is less than the new $500K threshold, the asset will not be transferred to the completed PP&E category.  It will be expensed when the asset is completed and placed in service (Beneficial Occupancy).  Items in CWIP are evaluated at the time of "Beneficial Occupancy" and recognized as completed PP&E.  The capitalization threshold at the time of Beneficial Occupancy is used to determine whether to expense or capitalize the asset.  If the value of the completed PP&E asset is less than $500K it is expensed and not recorded as a completed capital asset.  Otherwise, it is capitalized.

[bookmark: _Toc330816426][bookmark: _Toc348589322]The following scenarios show how to move two assets from CWIP when they are completed, one asset exceeds the threshold and one does not meet the threshold.

	Action
	Allottee
	SGL
	Asset is Over Threshold
	Asset is Under Threshold

	Asset Classify
	##
	1720XX00
	-1,000,000
	-400,000

	 
	
	17X00000
	1,000,000
	 

	 
	
	74010100
	 
	100,000

	 
	
	74050100
	 
	300,000

	
	
	
	
	

	Reclassify PPA
	00
	67900600
	 
	400,000

	 
	
	74010100
	 
	-100,000

	 
	 
	74050100
	 
	-300,000




	[bookmark: _Toc248567361][bookmark: _Toc248567495][bookmark: _Toc348589323]D. 	Capital Lease Assets



Leases may be either operating leases or capital leases.  Operating leases of PP&E are leases in which DOE does not assume the risks of ownership of the PP&E.  Capital leases are leases that transfer substantially all the benefits and risks of ownership to DOE.  If, at its inception, a lease meets one or more of the following four criteria, the lease should be classified as a capital lease by DOE.

· The lease transfers ownership of the property to DOE by the end of the lease term.
· The lease contains an option for DOE to purchase the leased property at a bargain price.
· The lease term is equal to or greater than 75 percent of the estimated economic life of the leased property.
· The present value of rental and other minimum lease payments, excluding that portion of the payments representing executory cost, equals or exceeds 90 percent of the fair value of the leased property.

The last two criteria are not applicable when the beginning of the lease term falls within the last 25 percent of the total estimated economic life of the leased property. 

When DOE enters into a capital lease, sufficient budget authority is required to equal the present value of the rental and other minimum lease payments during the lease term, excluding that portion of the payments representing executory cost to be paid by the lessor.  This amount should be recorded by DOE as a capital lease liability (SGL 2940F000).  However, if the amount so determined exceeds the fair value of the leased property at the inception of the lease, the amount recorded as the capital lease liability should be the fair value.  If the portion of the minimum lease payments representing executory cost is not determinable from the lease provisions, the amount should be estimated. 

The discount rate to be used in determining the present value of the minimum lease payments ordinarily would be DOE's (Treasury’s) incremental borrowing rate unless    (1) it is practicable for DOE to learn the implicit rate computed by the lessor and (2) the implicit rate computed by the lessor is less than DOE’s (Treasury’s) incremental borrowing rate.  If both these conditions are met, DOE shall use the implicit rate.  DOE's incremental borrowing rate shall be the Treasury borrowing rate for securities of similar maturity to the term of the lease.

During the lease term, each minimum lease payment should be allocated between a reduction of the obligation and interest expense so as to produce a constant periodic rate of interest on the remaining balance of the liability.  Additional annual budget authority will be required for the interest expense plus any other annual operating expenses to be paid over the lease term.

The cost of general PP&E acquired under a capital lease shall be equal to the amount recognized as a liability for the capital lease at its inception (i.e., the net present value of the lease payments calculated as specified above, unless the net present value exceeds the fair value of the asset). 

An exception to the full funding requirement is for computer acquisitions where there are demonstratable benefits over outright purchase of computers.  Contracts awarded under this authority shall contain language stipulating zero dollars or clearly stated dollar ceilings for cancellation liabilities, and expressly state that no further obligations are allowed unless appropriations are provided for the computer acquisition in advance of the next fiscal year’s obligation.  Where questions arise concerning funds obligation for a particular computer acquisition contract, discussions are encouraged with the responsible contracting officer, a representative of the Office of the Chief Financial Officer, and legal counsel before the contract is awarded.


[bookmark: _Toc348589324]PP&E Acquired via Funded Capital Leases

The following entries should be made at the inception of the capital lease in the amount of the present value of the rental and other minimum lease payments during the lease term, excluding that portion of the payments representing executory cost to be paid by the lessor.  It should be noted that entries are for a regular no-year fund.  Some of the budgetary-type accounts vary for other types of appropriations, such as the Nuclear Waste Fund or for expired appropriations.

	To record obligation for funded capital lease contract 

	DR
	46101300
	Allotments, Realized Resources (Obligated/Committed by Field)
	

	CR
	48010000
	Undelivered Orders, Obligations – Unpaid
	

	DR
	10102000
	Fund Balance with Treasury – Obligated
	

	CR
	10101100
	Fund Balance with Treasury – Unobligated Allotments Received – Field
	

	DR
	31011100
	Unexpended Appropriations – Allotments Received
	

	CR
	31012000
	Unexpended Appropriations – Obligated
	


			


	To record acquisition of funded capital lease PP&E asset 

	DR
	88020100
	Purchase of Capitalized PP&E
	

	CR
	88010100
	Purchase of Capitalized PP&E (Contra)
	

	DR
	18100000
	Assets Under Capital Lease
	

	CR
	2940F000
	Capital Lease Liability, Covered by Budgetary Resources
	

	DR
	31070900
	Unexpended Appropriations – Used, All Other
	IC Interface

	CR
	57000000
	Unexpended Appropriations
	IC Interface

	DR
	48010000
	Undelivered Orders, Obligations – Unpaid
	IC Interface

	CR
	49010000
	Delivered Orders – Obligations, Unpaid
	IC Interface


		

	To record accrual of interest on funded capital lease

	DR
	99200000
	Interest Expense on Capital Leases
	

	CR
	99210000
	Interest Expense on Capital Leases (Contra)
	

	DR
	63300000
	Other Interest Expense
	

	CR
	21400000
	Accrued Interest Payable
	

	DR
	31070900
	Unexpended Appropriations – Used, All Other
	IC Interface

	CR
	57000000
	Unexpended Appropriations
	IC Interface

	DR
	48010000
	Undelivered Orders, Obligations – Unpaid
	IC Interface

	CR
	49010000
	Delivered Orders – Obligations, Unpaid
	IC Interface


	
	
	To record payment of capital lease

	DR
	2940F000
	Capital Lease Liability, Covered by Budgetary Resources
	Principal component

	DR
	21400000
	Accrued Interest Payable
	Interest component

	CR
	57900400
	Other Financing Sources – CY Payments with Integrated Contractors 
	Total payment

	DR
	57900500
	Other Financing Sources – CY Payments with Integrated Contractors
	IC Interface

	CR
	10100300
	Fund Balance with Treasury – SF 224 Disbursements
	IC Interface

	DR
	49010000
	Delivered Orders – Obligations, Unpaid
	IC Interface

	CR
	49020000
	Delivered Orders – Obligations, Paid
	IC Interface


		
[bookmark: _Toc348589325]PP&E Acquired via Unfunded Capital Leases

The following entries should be made at the inception of the capital lease in the amount of the present value of the rental and other minimum lease payments during the lease term, excluding that portion of the payments representing executory cost to be paid by the lessor.  It should be noted that entries are for a regular no-year fund.  Some of the budgetary-type accounts vary for other types of appropriations, such as the Nuclear Waste Fund or for expired appropriations.


	To record acquisition of unfunded capital lease PP&E asset

	DR
	80300300[footnoteRef:5] [5:  SGL 80300300 will be reported on the DOE PP&E Roll-Forward (Allottee) Report as part of capitalized acquisitions and will not be reported on the Statement of Financing line, “Resources that Finance the Acquisition of Assets.”  ] 

	Unfunded PP&E Capital lease Acquisition
	

	CR
	80300400
	Unfunded PP&E Capital lease Acquisition (Contra)
	

	DR
	18100000
	Assets Under Capital Lease
	

	CR
	2940U000
	Capital Lease Liability, Not Covered by Budgetary Resources
	



	
	To record obligation for current year payments due on unfunded capital lease contract

	DR
	46101300
	Allotments, Realized Resources (Obligated/Committed by Field)
	

	CR
	48010000
	Undelivered Orders, Obligations - Unpaid
	

	DR
	10102000
	Fund Balance with Treasury - Obligated
	

	CR
	10101100
	Fund Balance with Treasury – Unobligated Allotments Received - Field
	

	DR
	31011100
	Unexpended Appropriations – Allotments Received
	

	CR
	31012000
	Unexpended Appropriations - Obligated
	


	

	To accrue costs for unfunded capital lease liability

	DR
	88020500
	Financing for Previously Unfunded Capital Lease PP&E[footnoteRef:6] [6:  SGL 88020500 will be reported on the Statement of Financing line, “Resources that Finance the Acquisition of Assets” and will not be reported on the DOE PP&E Roll-Forward (Allottee) Report as part of capitalized acquisitions.] 

	

	CR
	88010500
	Financing for Previously Unfunded Capital Lease PP&E (Contra)
	

	DR
	2940U000
	Capital Lease Liability, Not Covered by Budgetary Resources
	Principal component

	CR
	2940F000
	Capital Lease Liability, Covered by Budgetary Resources
	Principal component

	DR
	63300000
	Other Interest Expense
	Interest component

	CR
	21400000
	Accrued Interest Payable
	Interest component

	DR
	99200000
	Interest Expense on Capital Leases
	Interest component

	CR
	99210000
	Interest Expense on Capital Leases (Contra)
	Interest component

	DR
	48010000
	Undelivered Orders, Obligations - Unpaid
	IC Interface

	CR
	49010000
	Delivered Orders – Obligations, Unpaid
	IC Interface


	
	
	To record payment of capital lease – same as above in funded capital lease scenario




	[bookmark: _Toc248567362][bookmark: _Toc248567496][bookmark: _Toc348589326]E. 	Non-DOE Funded Assets (WFO, Transfers)



Assets acquired without the use of DOE appropriations are either transfers-in from other Federal agencies or are donations from non-Federal sources. 
 
	To record transfers of property from another DOE entity  

	DR
	17******[footnoteRef:7] [7:  Completed PP&E SGL accounts would be used if the purchased asset is immediately placed into service] 

	PP&E
	

	CR
	57200100
	Financing Sources Trans. In,  W/O Reimb., Non-Budg Resources - PP&E Non-DOE
	Use 89 in trading partner and appropriate OPI code in DFF 


	
 
	To record transfers of property from other Federal agencies as a result of WFO funded agreements or other transfers

	DR
	17******[footnoteRef:8] [8:  Completed PP&E SGL accounts would be used if the purchased asset is immediately placed into service] 

	PP&E
	

	CR
	57200200
	Financing Sources Trans. In,  W/O Reimb., Non-Budg Resources - PP&E Non-DOE
	Use other agency’s trading partner code in DFF


	
Note: In order to record a transfer from an Other Federal Agency, the sponsoring agency must have recorded the cost of the asset as capital costs not operating costs.  It will then transfer the net book value of the capital asset to the DOE.  The sponsoring agency and the DOE MUST have offsetting balances in the 5700 “Transferring” SGLs at the fiscal year end.
If the sponsoring agency did not capitalize the asset, and therefore does not have a net book value to transfer, the DOE can (but is not required to) record a “Net Zero” book value entry by debiting the Asset account and crediting the Accumulated Depreciation account for the estimated value of the asset.  The DOE must not record any depreciation expense for this asset.   Any depreciation expense recorded by the DOE for assets expensed by the sponsoring agency would result in doubling the costs to the US Government’s Consolidated Financial Statements.


	To record donations of property from non-Federal entities as a result of WFO funded agreements or other donations

	DR
	17******7
	PP&E
	

	CR
	56100600
	Donated Revenue, Non-Financial Resources, PP&E
	



When DOE acquires equipment that is originally owned by a WFO sponsor and they later decide to relinquish ownership and transfer ownership to DOE without DOE having to pay for it, then the entry would include the SGL 57200200 as the credit offset to the asset account.  However, if DOE was to purchase the asset, the normal non-reimbursable work entries used for any asset acquisition would be followed.
        
	[bookmark: _Toc248567363][bookmark: _Toc248567497][bookmark: _Toc348589327][bookmark: OLE_LINK1][bookmark: OLE_LINK2]F. 	Depreciation



	To record depreciation expense on completed PP&E

	DR
	67100000
	Depreciation, Amortization and Depletion- Fixes Asset Module PP&E Assets Only
	DOE Federal only – EFASC

	DR
	67100100
	Depreciation, Amortization and Depletion – All Other PP&E
	Integrated contractors only

	CR
	17*90000
	Accumulated  Depreciation
	

	CR
	18X90000
	Accumulated Depreciation on Other Assets
	


	

	[bookmark: _Toc248567364][bookmark: _Toc248567498][bookmark: _Toc348589328]G. 	Legacy Waste Asset Write-Downs



Legacy waste assets are defined as assets used 50% or more for the treatment, storage or disposition of existing contaminated facilities, inventory or waste.  In general expenditures for procuring these assets should be charged to expense rather than being capitalized and depreciated.  In DOE’s environment, the costs for procuring such assets are normally already included in environmental cleanup estimates, and as such, no additional expense should be recognized in the year such assets are acquired.  The entries below are to be made in the year the expenditures are incurred for these assets.  The net effect of these entries is to write-down the asset to a zero net book value and to recognize a reduction of the associated environmental liability.

	To record write-down of PP&E legacy waste assets

	DR
	68000100
	Future Funded Expenses – Financing Sources That Fund Costs of Prior Periods
	Program Value = 2220157

	CR
	17200200[footnoteRef:9] [9:  Use SGL 17X90000 accounts for “completed” legacy assets] 

	Construction Work in Progress – Allowance for Legacy Waste Facilities
	

	DR
	2995F*00
	Estimated Cleanup Cost Liability
	

	CR
	68000100[footnoteRef:10] [10:  Use SGL 74000300 account for correction of prior year error] 

	Future Funded Expenses – Financing Sources That Fund Costs of Prior Periods
	Program Value = 1721263


	

	[bookmark: _Toc248567365][bookmark: _Toc248567499][bookmark: _Toc348589329]H. 	Disposition of Assets


[bookmark: _Toc248562329][bookmark: _Toc248567283][bookmark: _Toc248567366][bookmark: _Toc248567500]
This serves to reiterate the property standard by requiring in the period of disposal, retirement or removal from service, property is removed from asset accounts with associated accumulated depreciation, and any difference between the book value and amounts realized is recognized as a gain or a loss.  This practice is in accordance with Office of Financial Policy memorandum dated June 22, 2010.

	To record gains or losses on disposition of assets – funds retained by IC to purchase replacement property

	DR
	17X90000
	Accumulated  Depreciation
	

	DR
	18X90000
	Accumulated Depreciation on Other Assets
	

	CR
	17X00000
	Completed PP&E
	

	CR
	18X00000
	Completed PP&E – All Other Assets
	

	CR
	71100600
	Gain on Disposition of Assets, PP&E
	

	DR
	72100600
	Losses on Disposition of Assets, PP&E
	

	DR
	57900400
	Other Financing Sources – CY Payment with I/C’s
	

	DR 
	88010100
	Purchase of Capital PP&E (Contra)
	

	CR 
	88020100
	Purchase of Capital PP&E
	

	DR
	10100300
	Fund Balance with Treasury
	IC Interface

	CR    
	57900500
	Other Financing Sources – CY Payment with I/C’s	
	IC Interface

	DR
	49020000
	Obligations Paid
	IC Interface

	DR
	49010000
	 Obligations - Unpaid
	IC Interface

	CR
	49010000
	 Obligations - Unpaid
	IC Interface

	CR
	48010000
	 Undelivered Orders - Obligations - Unpaid
	IC Interface


	
    	  	
	To record gains or losses on disposition of assets – funds returned to Treasury

	DR
	17X90000
	Accumulated  Depreciation
	

	DR
	18X90000
	Accumulated Depreciation on Other Assets
	

	CR
	17X00000
	Completed PP&E
	

	CR
	18X00000
	Completed PP&E – All Other Assets
	

	CR
	71100600
	Gain on Disposition of Assets, PP&E
	

	DR
	72100600
	Losses on Disposition of Assets, PP&E
	

	DR
	57200100
	Financing Sources Transferred – Non Budgetary – PP&E (Transfer to appropriation to be returned to Treasury
	

	
	
	
	

	DR
	57900400
	Other Financing Sources – CY Payment with I/C’s 
	Misc Receipts Fund

	CR
	57300100
	Financing Sources Transferred – Non Budgetary – PP&E
	Misc Receipts Fund

	DR
	10100200
	Fund Balance with Treasury
	IC Interface

	CR
	57900500
	Other Financing Sources – CY Payments with I/C’s
	IC Interface


         
A debit to SGL 72900100 should be used to record a loss when PP&E are written off as a result of physical inventory discrepancies.  A credit to 71900100 should be used to record PP&E  "found" that was not properly included in the PP&E general ledger balance. 
Federal Financial Accounting Technical Release (FFATR) 14 clarifies accounting treatment for permanent removal of Property, Plant, and & Equipment (PPE) from service. The new guidance addresses the situation where there is a significant delay between removal from service and disposal.  An asset is considered removed from service if:

1. The asset’s use is terminated.
1. There is evidence of management’s decision to permanently remove, retire and/or dispose of the asset.
If only one of two business events has occurred, the removal from service is considered temporary and there is no change in the PPE value and the depreciation continues.  If both business events have occurred, new accounting transactions are required. Entries are needed to remove the PPE acquisition costs and accumulated depreciation and to record any remaining net realizable value (NRV) of the PPE into an “other asset” (SGL 1995) and recognize other losses (SGL 7290) for the difference between the PPE’s net book value (NBV) and net realizable value (NRV). These entries are needed to reclassify the asset to Other Assets since it no longer meets the definition of PPE and requires recognition a loss at this point (based on NRV) rather than waiting until the asset is physically disposed of or sold.  
FFATR 14 also requires a periodic revaluation of the reclassified assets in SGL 1995, which could result in recognizing additional gains (SGL 71900900) or losses (SGL 72900900) in periods subsequent to the removal from service but prior to disposal.  If in the rare occasion a gain is realized, either in the year of reclassification (where the NRV is greater than the NBV) or in subsequent period revaluation (where the estimated value of the asset increases), the Office of Financial Control and Reporting (CF-12) must grant approval before recording a gain.  
The following two scenarios are based on the following assumptions: The PP&E asset permanently removed from service had a capitalized cost of $100,000 and accumulated depreciation of $65,000.
Scenarios:
1. At the time the asset was removed from service, the net realizable value of the asset was determined to be zero.  In a subsequent year the asset was disposed and no revenue was realized. 
2. At the time the asset was removed from service, the net realizable value of the asset was determined to be $10,000.  In a subsequent year, the asset was sold for $15,000.  This scenario provides the entries to record cash received from the sale in two ways:
a. Proceeds from the sale of the asset will be used to purchase a similar asset within two years
b. Proceeds from the sale of the asset will be returned to Treasury
3. At the time the asset was removed from service, the net realizable value of the asset was determined to be $10,000.  In a subsequent year, the asset was sold for $7,000.  This scenario provides the entries to record cash received from the sale in two ways:
a. Proceeds from the sale of the asset will be used to purchase a similar asset within two years
b. Proceeds from the sale of the asset will be returned to Treasury

	Scenario #1
	 
	 Year 1 
	
	

	To record losses on asset removed from service, but not yet disposed of, with no net realizable value.
	 Nonbudgetary Resources 
	
	

	17X90000
	Accumulated  Depreciation
	 
	65,000
	
	

	17X00000
	Completed PP&E
	 
	-100,000
	
	

	71900100
	Other Gains - PP&E
	 
	 
	
	

	72900100
	Other Losses - PP&E
	 
	35,000
	
	

	
	
	
	
	
	

	Scenario #2.a (Gain on Disposal)
	 
	 Year 1 
	 Year 2 

	To record gains or losses on disposition of assets – funds retained by IC to purchase replacement property
	 Nonbudgetary Resources 
	 Bud Resources 
	 Nonbudgetary Resources 

	17X90000
	Accumulated  Depreciation
	 
	65,000
	
	 

	17X00000
	Completed PP&E
	 
	-100,000
	
	 

	1995100
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - CY Reclassifications from PP&E
	 
	10,000
	
	 

	1995200
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - Other than CY Reclassifications from PP&E
	 
	 
	
	-10,000

	71100900
	Gains on Disposition of Assets, All Other
	 
	 
	
	-5,000

	72900100
	Other Losses - PP&E
	 
	25,000
	
	 

	57900400
	Other Financing Sources – CY Payment with I/C’s
	 
	 
	15,000
	 

	88010700
	Disposition of TR-14 Assets - Contra
	 
	 
	
	15,000

	88020700
	Disposition of TR-14 Assets 
	 
	 
	-15,000
	 

	10100300
	Fund Balance with Treasury
	IC Interface
	 
	15,000
	 

	57900500
	Other Financing Sources – CY Payment with I/C’s 
	IC Interface
	 
	-15,000
	 

	49020000
	Obligations Paid
	IC Interface
	 
	15,000
	 

	49010000
	 Obligations - Unpaid
	IC Interface
	 
	-15,000
	 

	49010000
	 Obligations - Unpaid
	IC Interface
	 
	15,000
	 

	48010000
	 Undelivered Orders - Obligations - Unpaid
	IC Interface
	 
	-15,000
	 

	
	
	
	
	
	

	Scenario #2.b (Gain on Disposal)
	 
	 Year 1 
	 Year 2 

	To record gains or losses on disposition of assets – funds returned to Treasury - (the funds returned to Treasury should be made under a non-fund fund type such as 02000)
	 Nonbudgetary Resources 
	 Bud Resources 
	 Nonbudgetary Resources 

	17X90000
	Accumulated  Depreciation
	 
	65,000
	
	 

	17X00000
	Completed PP&E
	 
	-100,000
	
	 

	1995100
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - CY Reclassifications from PP&E
	 
	10,000
	
	 

	1995200
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - Other than CY Reclassifications from PP&E
	 
	 
	
	-10,000

	71100900
	Gains on Disposition of Assets, All Other
	 
	 
	
	-5,000

	72900100
	Other Losses - PP&E
	 
	25,000
	
	 

	57200100
	Financing Sources Transferred – Non Budgetary – PP&E (Transfer to appropriation to be returned to Treasury
	 
	 
	
	15,000

	57901100
	Other Financing Sources – Appropriaton or Fund Reimbursements (IC)
	 
	 
	
	15,000

	57901200
	Other Financing Sources – Appropriaton or Fund Reimbursements Contra (IC)
	IC Interface
	 
	
	-15,000

	10100200
	Fund Balance with Treasury - SF 224 Collections
	IC Interface
	 
	
	15,000

	57901300
	Other Financing Sources – Funds returned to Treasury (IC)
	 
	 
	
	-15,000

	57901400
	Other Financing Sources – Funds returned to Treasury (IC contra)
	IC Interface
	 
	
	15,000

	10100400
	Fund Balance with Treasury - Non SF 224 Collections
	IC Interface
	 
	
	-15,000

	5900E800
	Other Revenue, Exchange- Misc. Receipts Returned to Treasury
	 
	 
	
	-15,000

	59930000
	Offset to Non-Equity Accrued Collections - Stmt of Change in Net Postion
	 
	 
	 
	15,000

	
	
	
	
	
	

	Scenario #2.c (Loss on Disposal)
	 
	 Year 1 
	 Year 2 

	To record gains or losses on disposition of assets – funds retained by IC to purchase replacement property
	 Nonbudgetary Resources 
	 Bud Resources 
	 Nonbudgetary Resources 

	17X90000
	Accumulated  Depreciation
	 
	65,000
	
	 

	17X00000
	Completed PP&E
	 
	-100,000
	
	 

	1995100
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - CY Reclassifications from PP&E
	 
	10,000
	
	 

	1995200
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - Other than CY Reclassifications from PP&E
	 
	 
	
	-10,000

	72100900
	Losses On Disposition of Assets, All Other
	 
	 
	
	3,000

	72900100
	Other Losses - PP&E
	 
	25,000
	
	 

	57900400
	Other Financing Sources – CY Payment with I/C’s
	 
	 
	7,000
	 

	88010700
	Disposition of TR-14 Assets - Contra
	 
	 
	
	7,000

	88020700
	Disposition of TR-14 Assets 
	 
	 
	-7,000
	 

	10100300
	Fund Balance with Treasury
	IC Interface
	 
	7,000
	 

	57900500
	Other Financing Sources – CY Payment with I/C’s 
	IC Interface
	 
	-7,000
	 

	49020000
	Obligations Paid
	IC Interface
	 
	7,000
	 

	49010000
	 Obligations - Unpaid
	IC Interface
	 
	-7,000
	 

	49010000
	 Obligations - Unpaid
	IC Interface
	 
	7,000
	 

	48010000
	 Undelivered Orders - Obligations - Unpaid
	IC Interface
	 
	-7,000
	 

	
	
	
	
	
	

	Scenario #2.d (Loss on Disposal)
	 
	 Year 1 
	 Year 2 

	To record gains or losses on disposition of assets – funds returned to Treasury - (the funds returned to Treasury should be made under a non-fund fund type such as 02000)
	 Nonbudgetary Resources 
	 Bud Resources 
	 Nonbudgetary Resources 

	17X90000
	Accumulated  Depreciation
	 
	65,000
	
	 

	17X00000
	Completed PP&E
	 
	-100,000
	
	 

	1995100
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - CY Reclassifications from PP&E
	 
	10,000
	
	 

	1995200
	General Property, Plant, and Equipment Permanently Removed but Not Yet Disposed - Other than CY Reclassifications from PP&E
	 
	 
	
	-10,000

	72100900
	Losses On Disposition of Assets, All Other
	 
	 
	
	3,000

	72900100
	Other Losses - PP&E
	 
	25,000
	
	 

	57200100
	Financing Sources Transferred – Non Budgetary – PP&E (Transfer to appropriation to be returned to Treasury
	 
	 
	
	7,000

	57901100
	Other Financing Sources – Appropriaton or Fund Reimbursements (IC)
	 
	 
	
	7,000

	57901200
	Other Financing Sources – Appropriaton or Fund Reimbursements Contra (IC)
	IC Interface
	 
	
	-7,000

	10100200
	Fund Balance with Treasury - SF 224 Collections
	IC Interface
	 
	
	7,000

	57901300
	Other Financing Sources – Funds returned to Treasury (IC)
	 
	 
	
	-7,000

	57901400
	Other Financing Sources – Funds returned to Treasury (IC contra)
	IC Interface
	 
	
	7,000

	10100400
	Fund Balance with Treasury - Non SF 224 Collections
	IC Interface
	 
	
	-7,000

	5900E800
	Other Revenue, Exchange- Misc. Receipts Returned to Treasury
	 
	 
	
	-7,000

	59930000
	Offset to Non-Equity Accrued Collections - Stmt of Change in Net Postion
	 
	 
	 
	7,000


( SGLs  highlighted yellow are included on the PP&E Roll Forward Report; blue highlights are new SGLs established specifically for TR-14 assets)

[bookmark: _Toc348589330]IV. 	DOE PP&E Best Practices

	[bookmark: _Toc248567367][bookmark: _Toc248567501][bookmark: _Toc348589331]A. 	Identifying Capitalizable Costs



Costs subject to capitalization for the DOE Consolidated Financial Statements are those that result in assets that have a useful life of 2 or more years and totaling $500,000 or more (in the case of internal use software the threshold is $750,000).  The capitalization threshold for the Isotopes Program and Nuclear Waste Fund statements remains at $50,000 and for the Power Management Administration and Federal Energy Regulatory Commission ranges from $5,000 to $50,000.   While most capitalizable costs are funded from capital line-item construction accounts, many capitalizable costs are funded from operating funds, included contractor overhead accounts.  The source of funding, therefore, does not dictate the accounting treatment.  Furthermore, capitalizable indirect costs should be included in the dollar amount used to determine whether the asset meets the capitalization threshold. Expenditures less than the $500,000 threshold made to improve an existing capitalized asset should be expensed, and those exceeding the $500,000 threshold should be capitalized.  Also, assets not meeting the capitalized threshold in a prior year, and therefore expensed, should not be written on the books in a subsequent year when expenditures made to improve that asset increases the cumulative expenditures above the $500,000 capitalization threshold.  The original entries to expense the asset were not made in error, and the write-on of these amounts in the subsequent year misstates that year's current costs.
	[bookmark: _Toc248567368][bookmark: _Toc248567502]
[bookmark: _Toc348589332]A-1.     Establishing capitalization thresholds

	


Statement of Federal Financial Accounting Standards No. 6 provides each agency flexibility to set its capitalization threshold based on its own financial and operational conditions.  DOE raised its threshold from $50k to $500k in FY 2012 based on an analysis concluded to determine the maximum threshold amount while having no material impact to the Department’s consolidated financial statements.  The $500k  threshold was selected because it will reduce administrative costs and provide greater flexibility in property acquisitions.  


[bookmark: _Toc348589333]A-2	Use of object class codes to identify capitalizable costs

The object class is a 5 digit Accounting Flex Field (AFF) value in STARS.  The first three digits are defined by OMB and the Department uses the object class data at this 3-digit summary level for reporting on obligations annually through OMB’s MAX system.

The use of DOE defined breakouts of 310 and 320 was implemented during conversion to STARS to mirror functionality that existed in DISCAS to identify categories of fixed assets such as line item construction projects and GPP.   It is not clear to what extent these object classes are used by field offices or by integrated contractors for any funds control, information reporting, or to ensure that capitalizable expenditures are in fact capitalized.  Capitalizing costs in the STARS Fixed Asset module (non-IC capitalized costs) is highly dependent on use of object classes 310 or 320 to identify procurements meeting DOE’s capitalization requirements.  It’s not clear to what extent integrated contractors utilize these object classes to similarly identify costs that should be capitalized, or whether the existing breakout of multiple sub-object classes is optimal for control or reporting purposes.  

The Department’s financial management community should identify best practices with respect to the use of object classes 310 and 320 for fixed asset accountability.   These best practices will be useful in developing further Departmental guidance to streamline/expand and standardize use of 310/320 sub-object class codes.  The following information shows what offices/integrated contractors used on transactions resulting in capitalized costs during FY 2009.


[bookmark: _Toc248567369][bookmark: _Toc248567503][bookmark: _Toc348589334]A-3	Distinguishing capitalizable betterments/improvements from maintenance

The Accounting Handbook provides criteria for distinguishing between costs that result in capitalized betterments vs. those that represent current year maintenance and repair costs.  In those instances where there is sufficient uncertainty concerning whether a project meets the capitalization criteria, integrated contractors and/or field offices should seek to coordinate with the Office of Financial Policy.  Also, for projects such as NNSA’s Roof Asset Management Program (RAMP) that involve multiple contractors and/or field offices, interoffice coordination efforts would help ensure consistent accounting treatment for similar/related activities.  Users of this guide are encouraged to identify best practices in this regard.

[bookmark: _Toc248567370][bookmark: _Toc248567504][bookmark: _Toc348589335]A-4	Capitalized direct funded Safeguards and Security costs

Safeguards and Security costs are generally viewed as common site support overhead costs.  However, DOE’s Congressional budget categorizes Safeguards and Security costs as directly funded costs.  There needs to be some consensus/policy as to whether and how direct funded safeguards and security costs are to be capitalized

[bookmark: _Toc248567371][bookmark: _Toc248567505][bookmark: _Toc348589336]A-5	Use of special allocation rates

Best practices TBD

[bookmark: _Toc348589337]A-6	Write-on of assets vs. recording corrections of errors

SGL 67900600, Other Expenses Not Requiring Budgetary Resources – Write-on of Previously Expensed PP&E Assets, should only be used for assets acquired using operating funding in the current fiscal year.  To correct an accounting error originating in a prior year, use SGL 74000100, Prior Period Adjustments Due to Correction of Errors, PP&E.  The use of SGL 74000100 will permit the aggregation of all such errors during the fiscal year in order for the Office of Financial Control and Reporting to make a determination as to whether the balance in this account is material enough at the Departmental-level to warrant restatement of prior year financial statements.  If not, the Office of Financial Control and Reporting will make a year-end summary-level reclassification entry for financial statement reporting purposes.

The use of SGL 74000100 to record prior year errors will also facilitate identifying patterns where PP&E accounting problems may be systemic and additional or clarifying policy guidance may be warranted.   Integrated contractors should work with their field CFO’s to establish protocols if field CFO’s require prior approval for the use of SGL 74000100. 

The definition of SGL 67900600 is changed to restrict its use for capitalizing current year expenditures only. Costs expended in a prior year that are being capitalized in the current year to correct an accounting error must be recorded in SGL 74000100, regardless of the dollar value or whether the PP&E is real property or equipment.   It is also noted that property purchased in one year but capitalized in a subsequent year due to delays in tagging the property meets the definition of an accounting error.

Assets transferred from one DOE contractor to another should be recorded by the receiving contractor at the same value as that carried on the transferring contractor's books.  Regardless of how acquired by the transferring contractor, the asset should be properly capitalized prior to the transfer.  If not already capitalized by the transferring contractor, this is considered an accounting error and the transferring contractor should use SGL 74000100 as the offset to the PP&E account balance.  Depending on when the asset was acquired, through a reimbursable work agreement or other means, there may also be some prior year depreciation expense and accumulated depreciation that should be factored into the correcting entries. 

When writing-on IGPP assets it seems a logical approach to write-on IGPP assets to the office’s predominant fund.  Future depreciation expenses for these assets must be allocated reasonably to benefitting programs, which would presume to include programs outside the predominant fund.  The IPPG costs should be written-on to CWIP as the asset is being built.  As a practical matter, however, entries need not be made during the construction period every month or even quarterly if not material to the financial statements.  At year-end, however, the year-to-date accumulated amount for the project should be written-on to CWIP.


[bookmark: _Toc348589338]A-7	Field Office CFO Review of Integrated Contractor Capitalized Property Transactions/Balances

To ensure compliance with DOE capitalization policies and procedures, a dollar threshold should be established by field offices and their respective integrated contractors which triggers a field CFO’s review of the contractor’s capitalization practices for major assets (property record units).  Such reviews ensure field offices are aware of significant accounting events that will result in costs being capitalized and moved into production and depreciated, or major assets being transferred or written down or off the books.  Field offices should document the results of such reviews and request clarifications from the Office of Financial Policy to validate decisions when not clearly supported by the Department’s Accounting Handbook.  

Allottee CWIP Review.  Best Practices TBD.



	[bookmark: _Toc348589339]B. 	Managing the CWIP Account



[bookmark: _Toc348589340]B-1	Defining completion/beneficial occupancy for accounting purposes

The Accounting Handbook states that “The acquisition cost of construction work in progress should be closed to the completed PP&E categories when the equipment and facilities are placed in service (that is, beneficial occupancy) even if the entire project is not financially completed.”  Beneficial occupancy is generally defined as       the point at which the facility is turned over to the user or occupants. The reliance on beneficial occupancy criteria has led to audit criticism that CWIP assets in some instances are being reclassified to completed asset accounts too soon or too late.  A prime example of reclassifying assets from CWIP to completed PP&E too early occurred with the National Ignition Facility (NIF) Building 58 meeting CD-4 completion criteria in FY 2009.  It was subsequently determined that the NIF project did not yet meet the accounting requirements for a completed asset as it would not be operationally ready until 2012  to meet it’s intended end-use, that is to conduct laboratory experiments in support of nuclear weapons testing.    

Clearly, there is a need for professional accounting judgment in determining when CWIP assets are to be moved to completed PP&E and not sole rely on meeting CD-4 milestones.  These professional accounting judgments should be documented and, where material, reviewed by field CFOs.  Users of this guide are encouraged to identify best practices in this regard.

[bookmark: _Toc348589341]B-2	Annual CWIP Review

Users of this guide are encouraged to identify best practices with regards to ensuring CWIP balances are not stale.  Prior financial statement audits have identified stale CWIP balances a multiple sites indicating that controls may not be sufficient to ensure that CWIP balances are reclassified to Completed PP&E in a timely manner.  

The Energy Finance and Accounting Service Center (EFASC) issues an annual call to review non-IC CWIP balances contained in the STARS Fixed Asset (FA) Module.  Field offices are responsible for identifying, reviewing, documenting, and closing out projects in CWIP recorded in the FA module of STARS.  To assist with this activity, on an annual basis, EFASC sends a memorandum to the DOE field CFO offices requesting review of the balances contained for CWIP.  Among other items, the field CFO offices are requested to complete the following actions:

		(1)  Verify that the assets meet the $500,000 capitalization threshold.

		(2)  Review all CWIP balances and confirm whether CWIP assets are still under 					construction; are completed; or are impaired and should be written off.

		(3)  Confirm all transfers of assets have been completed and identify requested asset transfers that are not 		reflected in the schedule.

	In order to accomplish the CWIP review, the field CFO office should perform the following activities: 

(1)  Run a STARS CWIP Balance Report for all the field office’s reporting entities and for those that have a CWIP balance, obtain appropriate status information.  

		(2)  Provide the STARS CWIP Balance Report to each reporting entity project 					manager for review and validation that CWIP project balances are accurate.  

		(3)  For completed projects, obtain the Final Cost Report (FCR) from the project 				manager confirming the CWIP project is complete or beneficial occupancy has been achieved.  

Upon accumulation of the detailed information, the field CFO office should email the information to the EFASC FA accountant for processing.  EFASC FA accountant begins the process of moving the asset to a capital asset account in STARS.  FA accountant notifies the field CFO office initiating the action that the asset has been reclassified from CWIP to completed capital asset.

	[bookmark: _Toc248567373][bookmark: _Toc248567507][bookmark: _Toc348589342]C. 	Establishing Useful Lives



The estimated useful life of an asset will affect the amount of depreciation expense reported each period in an accrual-based accounting environment.  Therefore, it is important to the quality of financial reporting that DOE establish reasonable estimates of the useful lives of all of depreciable assets.   Field CFO’s should review the standard service lives being utilized by integrated contractors for major asset acquisitions for reasonableness and supportability.  Users of this guide are encouraged to identify best practices for determining and documenting service lives.

	[bookmark: _Toc248567374][bookmark: _Toc248567508][bookmark: _Toc348589343]D. 	Disposition of Assets



[bookmark: _Toc348589344]D-1	Use of sales proceeds to purchase replacement property

The Federal Property and Administrative Services Act (FPASA) of 1949 gives all agencies, unless directed otherwise in their specific legislation, authority to collect proceeds from sale of personal property which can be applied to replace similar property during the fiscal year in which the property is sold and one fiscal year thereafter.  Also, 40 USC, 481(c) gives agencies the authority to “may exchange or sell similar items and may apply the exchange allowance or proceeds of sale in such cases in whole or in part payment for the property acquired . . . . . .”  The collection will be brought in as spending authority from offsetting collections on the SF-133.  There is a specific clearing account where the collections from the sale of personal property are to be deposited 89F3845 – Proceeds of Sale, Personal Property (STARS Fund 02100).  A new fund needs to be established by Budget Funds Distribution and Control Team (FDCT) within the disbursing TAFS so that it can be properly monitored and so that the correct T-codes can be applied.  


[bookmark: _Toc348589345]D-2	Reconciliation of GL to property subsidiary systems

Best practices TBD

	[bookmark: _Toc348589346]E. 	Management Use of PP&E Accounting Data




Preliminary discussions with some DOE accountants would suggest that the utility of DOE’s PP&E accounting data is limited to compliance with financial statement reporting requirements.  As such, management expends minimal resources on this non-fund accounting activity.   It is  intended that this guide will identify opportunities to better utilize PP&E accounting data to meet SFFAS No. 6 reporting objectives beyond just satisfying compliance with maintaining a clean audit opinion.  To that end, users of this guide are encouraged to identify best practices demonstrating the utilization of PP&E accounting data to improve DOE’s operational performance and stewardship responsibilities. 

	[bookmark: _Toc348589347]F. 	Deferred Maintenance and Repairs Reporting



Deferred maintenance and repairs information is a requirement under SFFAS No.6, Accounting for Property, Plant and Equipment, and SFFAS No.14, Amendments to Deferred Maintenance, which requires deferred maintenance and repairs to be disclosed as of the end of each fiscal year.  Deferred maintenance and repairs is defined in SFFAS No.6 as “maintenance that was not performed when it should have been or was scheduled to be and which, therefore, is put off or delayed for a future period.”  The standard applies to both real and personal property.

F-1.	Deferred Maintenance and Repairs on Real Property

Deferred Maintenance and repairs on real property is estimated by the HQ Office of Engineering and Construction management (MA-50) based on information residing in the corporate web-based Facilities Information System (FIMS).  Periodically throughout the year, the FIMS system is populated and updated by real property managers throughout the DOE complex.  This information is extracted from FIMS for various real property reporting requirements by MA-50.  Annually, MA-50 prepares a Deferred Maintenance and Repairs Report which is provided to the HQ Office of Financial Control and Reporting (CF-12) for financial statement reporting purposes.  A discussion of how MA-50 derives its deferred maintenance and repairs estimates on real property is outside the scope of this document.  However, it is important to understand the impact that local real property officials have on DOE’s financial statements.

F-2.	Deferred Maintenance and Repairs on Personal Property

Deferred Maintenance and repairs on personal property (computers, equipment, furniture, etc) is estimated by each Field location in accordance with guidance set forth in the CF-12 Year-End Financial Statement Requirements guidance.   This guidance provides the format for submission along with due dates.  How the data is collected may vary from site to site and DOE may benefit from identifying best practices in this area.  In general, detailed personal property information usually resides in subsystems outside the accounting system.  It is usually necessary to obtain a report from the local personal property management system enumerating all of those items that meet the Department’s threshold currently set at $100,000. 
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The DOE PP&E Roll-Forward Allottee Report is available in STARS and field offices are required to analyze the report each quarter and especially as part of the 3rd quarter and year-end financial statement analysis.

(a)  Report shows types of activities, including acquisitions, transfers, depreciation, and adjustments, associated with PP&E for the period reviewed.

(b) Report used to identify any tiepoint differences between period activities and the changes in beginning and ending PP&E balance for SGLs 17XX and 18XX.  All differences must be researched and cleared.

(c) Report should be analyzed to compare actual to expected results, and any significant variances investigated.

(d) Unusual and/or abnormal balances should be researched and resolved.  Field offices should also investigate variances between actual and expected activity balances.  

The ability to forecast and then compare expected to actual results should to be institutionalized in order to ensure improvement of the operational awareness of PP&E accounting activities.  Users are encouraged to identify best practices in this regard.  
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	Category
	Sub-Category
	+/-

	1.  PP&E - Balance Beginning of Year
	SGL 17000000 - 18XXXXXX
	+

	 
	SGL 19909300
	+

	2.  Prior Period Adjustments (not restated)
	SGL 74010100
	 -

	 
	SGL 74050100
	 -

	3.  Capitalized acquisitions
	SGL 66100000
	 -

	 
	SGL 80300300
	 +

	 
	SGL 88020100
	 +

	4.  Financing Sources Transferred
	SGL 56100600
	 -

	 
	SGL 57200100
	 -

	 
	SGL 57200200
	 -

	 
	SGL 57300100
	 -

	 
	SGL 57300200
	 -

	5.  Operating Funded Asset Write-ons
	SGL 2320U101
	 -

	 
	SGL 67900100
	 -

	 
	SGL 67900400
	 -

	 
	SGL 67900600
	 -

	6.  Depreciation expense for PPE
	SGL 67100000
	 -

	 
	SGL 67100100
	 -

	7.  Legacy Waste Asset Write-downs
	SGL 68000100
	 +

	8.  Gains and Losses
	SGL 71100600
	 -

	 
	SGL 71900100
	 -

	 
	SGL 72100600
	 -

	 
	SGL 72900100
	 -

	
	SGL 73000100
	 -

	 
	SGL 74000100
	 -

	9. TR-14 Asset Reclassifications
	SGL 19951000
	-

	10. PP&E - Balance End of Year  
	Sum of rows 1-9
	calculated

	11.  Ending General Ledger Balance of PP&E Accounts
	SGL 17000000 - 18XXXXXX
	+

	 
	SGL 19909300
	+

	12. Tiepoint difference 
	Row 10 less 11
	calculated







Attachment 1
Disposition of Personal Property and Use of Proceeds for Replacement Property

Background:
The Federal Property and Administrative Services Act (FPASA) of 1949 gives all agencies, unless directed otherwise in their specific legislation, authority to collect proceeds from sale of personal property which can be applied to replace similar property during the fiscal year in which the property is sold and one fiscal year thereafter.  Also, 40 USC, 481(c) gives agencies the authority to “may exchange or sell similar items and may apply the exchange allowance or proceeds of sale in such cases in whole or in part payment for the property acquired . . . . . .”  The collection will be brought in as spending authority from offsetting collections on the SF-133.  There is a specific clearing account where the collections from the sale of personal property are to be deposited 89F3845 – Proceeds of Sale, Personal Property (STARS Fund 02100).  A new fund needs to be established by Budget Funds Distribution and Control Team (FDCT) within the disbursing TAFS so that it can be properly monitored and so that the correct T-codes can be applied.  

Requirements for new fund in the disbursing TAFS:
· include in the NOUXP parent fund and the PPROP parent fund
· should be setup in the FDS Crosswalk Table like the fund that was established for aircraft sales (Fund 00921) with Apportionment T-code=Apportionment;  Allotment T-code= Isotope Allotment; Allocation T-code=Allocate
· should use obligation and receipt T-codes in the PO module that do not include SGL 31xx or 5700.  
· Update BE026, BE027, BE123 to include as Fund Not Between
· Update CE031 to include as Fund Between
Accounting Flow:
1) Receive IPAC for sale of property (so far for DOE this is usually an aircraft sale).  The A/Pay group should forward the IPAC directly to the A/Rec  group.  Do not record the IPAC in suspense.  A/Rec would record in Fund 02100 (89F3845) as a Misc Receipt (No T-code), and should notify Budget Funds Distribution and Control Team (FDCT) and Fixed Asset (FA) module Accountant of the collection.

DR SGL 10100200 (Fund, Approp Year=Year of Collection, Allottee, RE)
     CR SGL 57750001

2) Remove the asset (equipment) from the Fixed Asset (FA) module in STARS.  The below are the various entries that would be transferred from FA to the GL module.

a) Asset was fully depreciate at time of sale (Full AFF and CID):
DR SGL 71100600 (amount equals cash proceeds from sale)
DR SGL 17590000 (zero out accum depr)
     CR SGL 17500000 (zero out equipment cost)
     CR SGL 71100600 (amount equals cash proceeds from sale)

b) Asset was sold at a gain (Full AFF and CID):
DR SGL 71100600 (amount equals equipment cost less accum depr)
DR SGL 71100600 (amount equals cash proceeds from sale)
DR SGL 17590000 (zero out accum depr)
     CR SGL 17500000 (zero out equipment cost)
     CR SGL 71100600 (amount equals cash proceeds from sale)

c) Asset was sold at a loss (Full AFF and CID):
DR SGL 72100600 (amount equals equipment cost less accum depr)
DR SGL 71100600 (amount equals cash proceeds from sale)
DR SGL 17590000 (zero out accum depr)
     CR SGL 17500000 (zero out equipment cost)
     CR SGL 72100600 (amount equals cash proceeds from sale

d) Asset was sold at current net value (need a better term) of the asset (cash proceeds equals the equipment coss less accum depr) (Full AFF and CID):
DR SGL 71100600 (equals equipment cost less accum depr; also equals cash proceeds)
DR SGL 71100600 (equals equipment cost less accum depr; also equals cash proceeds)
DR SGL 17590000 (zero out accum depr)
     CR SGL 17500000 (zero out equipment cost)
     CR SGL 71100600 (equals equipment cost less accum depr; also equals cash proceeds)

3) FA Accountant records a manual GL entry to reflect the transfer from the disbursing TAFS to the Clearing account using the same AFF string that was used in the FA module.  The dollar amount would be the amount of proceeds or cash collected.

DR SGL 57760000 (Full AFF and CID, TP=89, Main Account = 3845)
     CR SGL 71100600 

4) The program office should notify Budget FDCT a few months before they plan to purchase the replacement property so that Budget FDCT can request a new SF-132 for anticipated spending authority from offsetting collections (Line 1740 if Discretionary and Line 1840 if Mandatory).

5) Budget FDCT records anticipated spending authority from offsetting collections in the FV module in the new fund in the disbursing TAFS using Transaction Type = Appropriation, T-Code = LG Anti Federal Collect.  

DR SGL 40700000 (Fund)
     CR SGL 44500100

6) Budget notifies A/Rec to move the collection from the clearing account to the new fund in the disbursing TAFS.  
Fund 02100
DR SGL 57750001 (Fund, Approp Year, Allottee, RE) – the same as in Step #1
     CR SGL 10100200

A/Rec would record an ADI entry to show transfer-out to new disbursing fund 
Fund 02100
DR SGL 57760000 (Fund, Approp Year, Allottee, RE) – the same as in Step #1 and also TP=89
     CR SGL 57750001

A/Rec records collection in new fund in disbursing TAFS (Fund 00921 for aircraft sales) as a Misc Receipt and T-code = Collect-PPE Re-Use.  A/Rec should notify Budget FDCT when collections have been moved.

New disbursing fund
DR SGL 10100200 (only Fund and SGL)
     CR SGL 57750001
T-code SGLs:
DR SGL 42770000
     CR SGL 40700000

7) Budget apportions thru FDS Interface once SF-132 has been received.

DR SGL 44500200 (Fund, Approp Year)
     CR SGL 45100100

8) Budget allots through FDS Interface

DR SGL 45100300 (Fund, Approp Year, Allottee <>00)
     CR SGL 46101000
DR SGL 10101100
     CR SGL 57900200
DR SGL 57900200 (Fund, Approp Year, Allottee=00)
     CR SGL 10101000

9) Field office records allocation

DR SGL 46101100 (complete AFF string)
     CR SGL 46101200

10) Field office records obligations (NOTE: If the replacement property‘s purchase price is greater than the amount of the proceeds collected from the sale of the original asset, the obligation amount to cover the difference between the sale of the old asset and the purchase price of the new asset must be obligated using regular appropriated funding in the same disbursing TAFS-this additional obligation portion would use SGL 31xx.)

New disbursing fund
DR SGL 46101300 (complete AFF string and CID)
     CR SGL 48010000
(The proprietary entries could differ depending on the T-code used but they shouldn’t use SGL 31xx).

11) Field office/IC records cost entries (NOTE: If there were obligations to cover the replacement property‘s purchase price greater than the amount of the proceeds collected from the sale of the original asset in Step #10, the cost should also be recorded using regular appropriated funding in the same disbursing TAFS- this cost portion would use SGL 3107/5700.)

New disbursing fund
DR SGL 48010000
     CR SGL 49010000
(The proprietary entries could differ depending on the T-code used but they shouldn’t use SGLs 3107/5700.)

12) FDCT/CF-31 will run reports on the PPROP parent fund to ensure that the funds have been fully obligated by the end of the second fiscal year.  For example, if an asset was sold in FY12, it must be fully obligated by September 30, 2013.  

13) If the total amount of proceeds from the sale of the property have not been fully obligated by the end of the second fiscal year, the difference should be returned to Treasury general receipt fund account (miscellaneous receipt fund) 893220 - General Fund Proprietary Receipts, Not Otherwise Classified, All Other (STARS Fund 02000) via the SF-224.  Budget FDCT will notify the Office of Financial Control and Reporting if funds need to be returned to Treasury.   Budget FDCT will need to deallot and or deapportion from the field allottee and reissue to Allottee 99.

New disbursing fund 

OFCR records allocation via ADI:
DR SGL 46101100 (Fund, AY, Allot=99, RE=000090, OC=44000, Program=???????)
     CR SGL 46101200

OFCR records obligation/outlay via ADI:
DR SGL 46101300 (Fund, AY, Allott=99, RE=000090, OC=44000, Program=???????,  
                                  CID=RFNDPERPROPCOLL)
     CR SGL 49020000
DR 57760000 (Fund, AY, Allott=99, RE=000090, OC=44000, Program=???????, 
                           CID=RFNDPERPROPCOLL, TP=89, Main Account=3220)
     CR SGL 10100200

Fund 02000 (893220) OFCR records via ADI
DR SGL 10100200 (Fund, AY, Allot=99, RE=000090, Program=???????)
     CR SGL 57750001 (TP=89)
DR SGL 59930000 (TP=99, Main Account=0000)
     CR SGL 2985 (TP=99, Main Account=0000)

OFCR Also records separate ADI for pre-closing of cash in Fund 02000 (893220) – this ADI will need to be posted to SEPADJ1-YY:

DR SGL 2985 (Fund, AY, Allot=99, RE=000090, Program = ???????, TP=99, Main Account = 0000)
     CR SGL 10102000 

Points of Contact:
Accounts Receivable (A/Rec) Team:
Carol Fuster – (301) 903-0534 Carol.fuster@hq.doe.gov
Fixed Asset Accountant:
Jesse Strubert – (301) 903-2986 Jesse.strubert@hq.doe.gov
Budget FDCT:
Janice Stull – (301) 903-1603 Janice.stull@hq.doe.gov 
OFCR:
Bethany Williams – (301) 903-9715 Bethany.williams@hq.doe.gov 
Jimmy Cotterell - (208) 357-5158 Jimmy.cotterell@hq.doe.gov 
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