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Uniform Guidelines

For Grant Budgeting and Financial Reporting

By Nonprofit Organizations

The Universal Inconsistency Problem.  The bad news from 50,000 nonprofit grant recipients continues strong as ever.  There is universal inconsistency among virtually all Federal, state, and local government agencies in the budget and financial reporting categories and related financial terms and definitions.  Further, these varied budgeting and reporting requirements are not consistent with the IRS Form 990 information return for nonprofits.  And, they are not consistent with FASB’s generally accepted accounting principles (GAAP) for nonprofits.  They are not even consistent with OMB Circular A-122 Cost Principles for Nonprofit Organizations.  

Further, up until now there haven’t been any significant incentives for Federal, state and local government agencies to correct the universal inconsistency problem.  Until now.

The eGrants Solution.  The good news from OMB, quote: “The Federal E-Grants initiative [now titled “Grants.Gov initiative”] calls for the development of a one-stop, electronic grant portal where potential grant recipients will receive full service grant administration.  OMB is seeking to develop a standard set of data elements that will be used by grant-making Federal agencies to develop web-based grant application software.  The applications software, E-Apply, will permit the use of on-line grant applications by October 2003.” [Office of Federal Financial Management: Standard Data Elements for Federal Grant Applications, Federal Register, April 8, 2003]

This is truly good news!  It is becoming very apparent that a Federal enterprise-wide eGrants system requires standard data elements, definitions, and XML taxonomies.  This emerging requirement for data element standards for eGrants systems is key to the Uniform Guidelines project’s efforts to get all 50 states and 1,000+ local governments to adopt uniform financial data elements for their eGrants systems.  Projecting implementation of eGrants systems into the future, a truly seamless “enterprise-wide” network of eGrants systems across the country will encompass the Federal government plus all the state and local governments with full data element/XML compatibility up and down and across the board.   

State and local government agencies will be motivated to participate in their governments’ enterprise-wide eGrants collaborative once they learn of the cost-savings and quality-improvements to be gained by both grantors and grantees.  In order to participate, state and local agencies will be required to align their budgeting and financial reporting data elements with the standard data elements.  Thus, facilitating eGrants data standards is a central strategy for the Uniform Guidelines for “Egrant” Budgeting and Financial Reporting Project.

Establishing a national standard set of eGrants data elements may sound like an impossible task.  But, remember, your first ATM card could only be used with your bank’s ATM machines.  A few years later, groups of banks collaborated so that you could use all of their ATM machines.  Then there were clearinghouses such as Cirrus and Interlink.  Eventually, they all got together, added credit cards, and went international.  From one-bank-only to worldwide in 15 years.

The Uniform Guidelines project will not create or set new standards.  Rather, it will combine existing standards into guidelines for electronic grant budgeting, accounting, reporting, invoicing and auditing that are aligned with OMB’s A-122 & A-110 (as revised under Pl. 106/107 and adapted for the Federal Grants.Gov Initiative), the uniform IRS/State Form 990, FASB’s SFAS Nos. 116 & 117 (GAAP), and the established ‘Black Book’ accounting and financial reporting standards for health and welfare organizations (nonprofit sector standards referenced in A-122 and Form 990 instructions). 

Uniform Guidelines project complementary and cooperative, not competitive.  Some are concerned that the Uniform Guidelines project could be viewed as competing with the 106/106 and Grants.Gov work groups. We want to make it very clear (a) that, as noted below, the Nonprofit/Group/NASACT/et al Uniform Guidelines project is focused on the financial streamlining needs of subrecipients at the state and local levels and (b) that we are cooperating with the 106/107 and Grants.Gov work groups through INAG and the State, Local, and Nonprofit Work Group of the IAEGC.

The Uniform Guidelines project is focused on state and local government. From the perspective of 50,000+ nonprofits, there’s only one Federal government, big as it is.  There are 50 state governments and one thousand or more local governments. 

While the Federal Grants.Gov initiative is developing Federal data element standards, the Uniform Guidelines project focus in on uniform, Grants.Gov-compatible data elements for the eGrants systems of state and local governments across the country.  The sponsors and participants in the Uniform Guidelines Project are working to ensure that the Federal Grants.Gov initiative leads to uniform eGrants systems in 50 states and a thousand plus local governments that reduce the reporting burden for 50,000+ nonprofits and improves the quality of the data.  

Uniform Guidelines effort underway this summer.  We are organizing a joint effort by the Greater Washington Society of CPAs Task Force that assisted with the Tennessee Uniform Grant Reporting project and a Uniform Guidelines Group that NASACT is organizing in cooperation with our Uniform Guidelines project. This effort will include an all day workshop on August 8th in conjunction with NASACT's annual conference in Hershey, PA.  All of the various nonprofit and governmental associations will be kept informed, invited to have members comment on draft materials, and encouraged to recruit members to participate. 


Proposed: a Nonprofit/Financial & Related Grant Application Component Package

(along the lines of the Research & Related Grant Application Component Package as described on pages 8-10)

The standard set of data elements and definitions proposed in the OMB April 8 Federal Register  announcement do not include specific data elements for budget categories.  As stated in the Nonprofit Group/INAG comments (included later in this paper), “this gap needs to be addressed quickly since standard budget data elements and definitions are essential to the overall goal of streamlining grants management for 50,000+ nonprofits, 50 states and a thousand or more local governments.”    

The OMB Federal Register announcement does provide that “cross-agency standard data may become a subset to the standard data collected on the SF-424.  When such data is identified and approved, it is the intention to revise the suite of SF-424 standard collection forms to identify the cross-agency data.”  And, “it is thought that the standardization of data and the establishment of standard data for similar types of grant programs [and financial activities] will enhance the collection of data and help to overall simplify the grants application and management processes.”  The Nonprofit Group/INAG enthusiastically agrees, especially with regard to getting data elements and definitions established for financial management processes of 50,000+ nonprofits, 50 states and a thousand or more local governments.
It is with this in mind that we recommend development of  a “Cross-Agency” Nonprofit/Financial & Related Grant Application Component Package.   “Cross-Agency” data sets are developed when multiple agencies collaborate to define common data sets.  In our view, many financial data elements would relate to the budgeting and financial reporting needs of most, if not all, Federal, state and local government grants programs.

Standard data elements and definitions.  Uniform definitions are just as important as data element names and XML tags.  And, cost allocation methods need to be part of the definition of financial data elements when relevant.  For nonprofits, we emphasize the use of A-122’s “Direct Allocation Method’ because of it’s consistency with IRS Form 990 and GAAP for nonprofits (See page 7).   
The Nonprofit Group/INAG Comments on OMB’s proposed Standard Data Elements for Federal Grant Applications, Federal Register, April 8, 2003
]Edited in this paper to support the proposed Financial & Related effort]

Emailed to OMB on June 9, 2003: “On behalf of the Nonprofit Group of the Interstate and Nonprofit Advisory Group (INAG) State, Local, and Nonprofit Work Group/IAEGC (co-sponsored by the National Center for Charitable Statistics at The Urban Institute, OMB-Watch, and National Council of Nonprofit Associations), we are pleased to submit comments on the Standard Data Elements for Federal Grant Applications.  We want to express our continued strong support for the strategy of using the data elements in the SF-424 series as the data standards for the E-Apply module of the Federal Grants.Gov Initiative.”  

These comments are based on discussions with Nonprofit Group/INAG participants including members of the Quality Reporting Task Force of the Greater Washington Society of CPAs. 

1. We strongly support the strategy of using the data elements in the SF-424 series as the data standards for the E-Apply module of the Federal Grants.Gov Initiative.  If all 26 Federal agencies are required to use the same SF-424-based standard E-Apply data elements and definitions without revision, that alone will have streamlined the apply process significantly by simply eliminating the current different versions of the SF-424 series.

2. Further, and just as important, we will be advocating through the Interstate and Nonprofit Advisory Group of the IAEGC that data elements used in enterprise-wide eGrants of state and local governments be aligned with and mapped to the Federal eGrants data elements and XML taxonomies.  To a large extent, standardized data elements and definitions are what streamlining grants management is all about, and streamlining grants management at the state and local as well as federal level is a top priority of the nonprofit sector.

3. We also put a high priority on the goal of integrating the grant application budget and the grant financial reporting processes.  This means that pre-award budget data elements and definitions for use by nonprofit grant applicants would be the same as the post-award financial reporting data elements and definitions. 

4. Tables 6 through 8 of the announcement present the budget information without providing for specific data elements for budget categories.  This gap needs to be addressed quickly since standard budget data elements and definitions are essential to the overall goal of streamlining grants management.  

In this regard, we are very pleased to see in the Federal Register announcement that “additional efforts not included in this initial proposal, seek to have the Federal government review various grants management processes…” We strongly recommend that this include an effort to establish standard data elements and definitions for common budget categories.  

The announcement goes on to say  “this cross-agency standard data may become a subset to the standard data collected on the SF-424.  When such data is identified and approved, it is the intention to revise the suite of SF-424 standard collection forms to identify the cross-agency data.”  And, “it is thought that the standardization of data and the establishment of standard data for similar types of grant programs [and financial activities] will enhance the collection of data and help to overall simplify the grants application and management processes.”  We enthusiastically agree, especially with regard to getting data elements established and approved for financial management processes.
5. Major Expense Component Groups.  The following suggested Major Expense Categories are based on an NCCS analysis of $239.4 billion in object and functional expenses for 38,000 nonprofit recipients of $52.6 billion in government grants based on IRS Form 990 data (circa 1999).    We believe that these Major Categories can be useful for considering standard subsets of budget data elements and definitions that would be appropriate for nonprofit organizations.  The first three personnel categories are significant from a materiality standpoint.  The 12 expense categories for nonprofits are aligned with 424A, A-122, Form 990, and GAAP.   Note that all sub-categories of object expense would be sub-categories of a Major Expense Category.  

M1 - Salaries and wages (a)

M2 - Fringe benefits (a)

M3 - Professional services (a)

M4 – Supplies (b)

M5 - Travel (c)

M6 - Other non-personnel expenses

M7 – Facilities and other common expenses (d)

M8 – Subawards, subcontract and other pass through (e)

M9 – Equipment and other capital expenditures (f)

M10 - Total Direct [sum of lines M1 through M9]

M11 - Administration (d and g)

M12 - Total expenses [Line M10 plus line M11]

(a) The NCCS analysis shows that, from a materiality perspective, salaries, wages, and fringe benefits amount to 52.9% of all expenses.  Another 12.3% of expenses are for professional fees and other contract personnel expenses.  Thus, the total for three major personnel expense categories equals 65.2% of all expenses. 

(b) Supplies represent another 8.9% of total expenses.

(c) Travel is included as a major category because of concerns for misuse rather than materiality.

(d) The “Direct Allocation Method” in Attachment A, Paragraph D.4. of OMB Circular A-122 recognizes that, under IRS Form 990 and GAAP reporting, nonprofits treat all costs as direct except administration.  Administration is titled “Management and general expenses” for Form 990 and GAAP.  See Appendix A on page 9 for Paragraph D.4., Attachment A of OMB Circular 

A-122.  

Common or joint costs that benefit more than one award, program, function, or activity, such as facilities, mail room, and telephone, are accumulated in Facilities and other common expense pools and allocated as direct costs to each activity on an equitable basis (See A-122, Paragraph D.4.a.).    

(e) Subawards, subcontracts, and other pass-through expenses are a major category because of the need to budget and report pass-through expenses separately from all other categories of expenses.  

(f) Equipment and other capital expenditures is a major category because of the need to budget and report reimbursable capital expenditures separately from all other categories of expenses.  

(g) Under A-122’s “Direct Allocation Method,” indirect costs consist exclusively of administrative expenses.  This is the functional category Management and general for nonprofits as required by FASB for GAAP reporting and by IRS for Form 990 Part II (see A-122, Para. D.4.c.; also see ‘d’ above).

Appendix A. 

Direct Allocation Method

(from OMB Circular A-122, Attachment A, Paragraph D.4.)

4. Direct allocation method. 

a. Some non-profit organizations treat all costs as direct costs except general administration and general expenses. These organizations generally separate their costs into three basic categories [Note 1]: (i) General administration and general expenses, (ii) fundraising, and (iii) other direct functions (including projects performed under Federal awards). 

Joint costs [Note 2], such as depreciation, rental costs, operation and maintenance of facilities, telephone expenses, and the like are prorated individually as direct costs to each category and to each award or other activity using a base most appropriate to the particular cost being prorated. 

b. This method is acceptable, provided each joint cost is prorated using a base which accurately measures the benefits provided to each award or other activity. The bases must be established in accordance with reasonable criteria, and be supported by current data. This method is compatible with the Standards of Accounting and Financial Reporting for Voluntary Health and Welfare Organizations [Note 3] issued jointly by the National Health Council, Inc., the National Assembly of Voluntary Health and Social Welfare Organizations, and the United Way of America. 

c. Under this method, indirect costs consist exclusively of general administration and general expenses [Note 4]. In all other respects, the organization's indirect cost rates shall be computed in the same manner as that described in subparagraph 2. 

*****************

Notes: 

Note 1.  FASB, IRS, and nonprofit accountants label these basic three categories of expenses as: (I) management and general, (ii) fundraising, and (iii) program services.

Note 2.  The term “joint costs” has a different and specific meaning in nonprofit accounting,  The GWSCPAs recommends the use of the term “common costs,” which is also used in A-122 along with “joint costs” for this purpose.

Note 3: The “Black Book” Standards of Accounting and Financial Reporting for Voluntary Health and Welfare Organizations is also referenced in IRS instructions for Form 990 and is the basis for Part II, Statement of Functional Expenses.  The “Black Book” Standards is recognized as GAAP industry accounting literature for all health and welfare organizations, the only such standard in the nonprofit sector except for hospitals and colleges and universities.

Note 4.  In other words, under A-122’s “Direct Allocation Method” indirect costs consist exclusively of management and general expenses.

Appendix B. 

Overview of the Research & Related 

Grant Application Component Package

(Readme.doc, rrpackage.zip-March, 2003, www.fedcommons.gov/research/) 

OMB tasked E-Grants to define a grant application standard by October 2002.  E-Grants completed this task using the following definition as its foundation:

CORE = SF424 + DUNS as defined in the X12 194 transaction set

The definition of a core provides a common data collection set for all Federal grant programs.  Agencies can extend the core to meet any data collection requirements beyond the SF424.  These extensions can be categorized at four levels:

· Cross-Agency level, whereby multiple agencies collaborate to define common data sets

· Agency level, whereby an agency defines data sets common to all programs within the agency

· Program level, which is a data set specific to an agency program

· Funding Opportunity level, which is a data set specific to one funding opportunity

An E-Grants grant application package must include the core, but also can have cross-agency components and/or agency components and/or program components and/or funding opportunity components.  Graphically, the grant application package is assembled by selecting components as depicted in the diagram below.
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Over the course of several years, Federal research agencies collaborated to define a grant application standard.  This standard is recognized by ANSI X12 as the 194 transaction set.  The process of defining the 194 transaction set has laid the groundwork for establishing a set of cross-agency components relevant to Federal research programs.

The term component is used loosely to describe a group of data elements that are related.  For example, information such as a human subjects exemption number and a human subjects assurance of compliance number would be grouped into a component called “human subjects”.  Components can be nested.  For example, the “human subjects” component could be part of a larger component called “research project”.  Thus, when collecting information about a research project, the human subjects data would also be collected.

The term component group is used loosely to describe a group of related components.  Using the example above, “research project” would also be a component group.  Deciding what constitutes a component group is based on the presentation of data.  One can think of a component group as being all the information on a “page” within a “form”.  The individual components within the component group would equate to “tables of information” on that page.  Thus, human subject data could be viewed as a “table” on a “research project” page within a grant application form.  The one component group for which this definition does not apply is the “Research Budget”.  The “Research Budget” component group comprises multiple related components, but many of these components will be presented on their own “page” within the grant application form.

The current R&R Component Package contains 6 component groups, consisting of a total of 28 components.  Five of the six component groups, Research Cover Page, Key Person, Research Project, Organizational Assurances, and Research Budget can be viewed as pages within a grant application form (again, with the budget being displayed on multiple pages).  The final component group, General Components, is used to support other components.  It contains components such as Mailing Address and Person Full Name.

The Research Cover Page component group is unique in that it comprises both core and non-core data (specifically, it contains all the data elements on the SF424, plus additional research-specific data elements).  This is because the E-Grants PMO has not yet published an Element Group for the core cover page.  Once E-Grants publishes this specification, all core data elements will be removed from the Research Cover Page.  All other R&R components groups (except the General Components group, where the assumption is being made that E-Grants will accept these components as defined here) contain only non-core data elements.  

The R&R Component Package is a work-in-progress.  After an initial review by the R&R committee, several proposed research components were determined to be too agency-specific to include in the package.  These components: Demographics, Other Support, and Population Study, will be proposed to E-Grants as potential cross-agency components, but are considered outside the domain of the R&R Component Package.

With these paragraphs as an introduction, the R&R Component Package is depicted in the diagram below (the general components are not displayed).  When an agency selects the R&R Component Package as part of assembling a grant application, all components groups within the package (i.e., all data elements in the package) are selected.  Note that agencies might need to supplement the R&R Component Package with other cross-agency, agency-specific, program-specific, or funding opportunity-specific component groups.
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