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For Expenditure Responsibility Grants

Under U.S. Internal Revenue Code (U.S. Tax Law), organizations such as yours are required to report, through the XYZ Foundation, specific information on how grant funds were used during a fiscal or calendar year.  That reporting requirement was described in the grant award letter you received from the XYZ Foundation.


Enclosed you will find a reporting manual that will help you meet your expenditure responsibility requirements.  In the manual you will find instructions and forms that will make it easier to develop your narrative report and your financial statement.  Deadlines for turning in the reports are also spelled out in this manual.

Thank you for your time and cooperation.
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General Instructions:
You will need a copy of your grant award letter to fully understand these instructions.  If you are unable to locate a copy, please contact your Program Administrator for a copy.

A)  Reporting requirements:
A narrative report and a financial statement are required to be filed with the XYZ Foundation if:

1)  Your organization does not have U.S. Internal Revenue Service (IRS) tax status as a Public Charity.  Please refer to your grant award letter which will indicate your status as of the date of the award; and either or both

2)
Your organization received, or was issued XYZ Foundation funds for a grant award during the year; and/or

3)
At the end of the last accounting period (see item E on page 2 for definition of "Accounting Period"), your organization had unexpended XYZ Foundation grant funds.

As stipulated in the grant award letter, your organization is required to file these reports every year until the total amount of the award, and interest earned on such funds, has been expended for the  agreed on grant purpose, or the unexpended fund balance was returned to the Foundation.

B)  Where to file the reports and with whom:
Two copies of these reports should be sent to the XYZ Foundation's contact as stated in your award letter.  The reports (narrative report and financial report) should be sent to the XYZ Foundation's principal office: 123 Maple Lane, Suite 1100, Mayberry, North Carolina, 12345-6789.

C)  Due Date of narrative report and financial statement:
The required narrative report and financial statement are due on the date stated in the grant award letter.

If the due date is inappropriate or difficult for you to comply with, contact your Program Administrator in writing for a written extension.  However, please keep in mind that until a written extension of the due date is received, the due date shall remain as stated in the grant award letter.

D)  Failure to file the required reports on due date:
The XYZ Foundation is required by the U.S. Internal Revenue Code to withhold any and all additional funding/awards to your organization until such reports are received.

If a reasonable attempt has been made by the Foundation to obtain such reports, and such attempt is unsuccessful, the Foundation is required to demand that your organization return all grant funds awarded to you during the year as well as the unexpended fund balance as shown in your last filed financial statement.

E)  Accounting period:
The narrative report and financial statement should report on grant funds received from XYZ Foundation only, interest earned, and actual expenditures made, based on the organization's established annual accounting period.  If your organization does not have an established accounting period, the reports should be based on the calendar year and normally cover a twelve (12) month period.  If your reports cover less than 12 months, a statement stating why should be attached.

If your organization received a grant award and did not make any cash expenditures during the year, or receive any interest income, a short statement to that effect is appropriate, and no other reports are necessary.

F)  Basis for recording income and expenditures:
The accounting method of how XYZ grant funds were spent must be on the cash basis.  That is, actual money spent from the segregated bank account specifically set up for this XYZ Foundation grant award as stated in the grant award letter.  This is regardless of the accounting method used by the organization.

G)  Complete and filed reports:
Reports are considered filed when and only when:

(See item H for "Required signature" below)

1)
Both the narrative report and financial 
statement are manually signed and dated by 
an authorized director or officer of the 
organization, and

2)
The XYZ Foundation's Finance 
Department and applicable program 
administrator has reviewed and approved 
such reports.

H)  Required signature:
The required narrative report and financial statement must be signed and dated either by the organization's executive director, president, vice president, treasurer, assistant treasurer, chief accounting officer, or other corporate officers (such as an executive program officer assigned by the organization to assure the award purpose is fulfilled).

I)  Rounding off to the whole dollar:
You may find it easier to compute the financial statement if you round off cents to the nearest whole dollar.  You can drop amounts that are less than 50 cents.  For example, $129.39 becomes $129.  Increase amounts that are 50 cents or more to the next whole dollar.  However, this conversion must be used consistently throughout the entire financial statement, and any and all supporting schedules

J)  Amended financial statements:
In an attempt to eliminate confusion at the XYZ Foundation, if you discover an error in a prior approved financial statement, file a new complete financial statement and supporting schedules for the period in question with the correct information. Attach a cover letter stating this is an “Amended Financial Statement for the period ending ( DATE HERE)” with the new statement.

K)  Inter-relationship of the required narrative report and financial statement:

Although your organization is required to file both a narrative report and a financial statement, the financial statement must be accurate and complete (see the financial statement form after page 5 for format) and it cannot rely on the narrative report for any detail.  However, the narrative can refer to the financial statement in an attempt to clarify your narrative report discussion.

L)  Currency and language requirements:

The narrative report must be in English.  The financial statement must be in English and in U.S. dollars as of the date of the statement.  If your organization uses currency other than U.S. dollars, report the local currency as of the  date of the statement and translate the local currency amounts to U.S. dollars, putting both amounts in the appropriate columns on the financial statement (see financial statement instructions attached.).

M)  Report on XYZ funds only:

The narrative report and financial statement should report on how the XYZ Foundation funds were spent to fulfill the award purpose only.  If your organization received funds from other sources to assist you fulfilling the award purpose, these funds must not be included in the XYZ Foundation required reports.

N)  Multiple award purposes:

If your organization received more than one grant from the XYZ Foundation, you are required to complete a set of reports (narrative report and financial statement) for each grant for each accounting period.  We are required by U.S. tax law to track our grants by awards rather than by organization.

O)  Funds remaining after the award purpose has been fulfilled:

Any funds that remain after the approved award purpose has been fulfilled must be returned to the XYZ Foundation.  These funds cannot be applied to other programs, projects, or award purpose the XYZ  Foundation is also funding.  The only exception to this rule is written approval from the XYZ Foundation prior to the transfer.  Send your written request for such transfer to you assigned program administrator.

P)  Purchase of Capital Assets or Fixed Assets:

To purchase fixed assets with XYZ Foundation funds:

1)  The assets must have been in your approved budget, or

2)  You must obtain written approval from the assigned Program Administrator before the purchase is made.

These fixed assets can be purchased only if it will assist you in fulfilling the approved grant award purpose (See item W for "Final report" requirement and see "Specific Instructions: Financial statement" Line 19-Approved capital asset expenditures attached).

Q)  Payment of penalties not allowed:
Under the Internal Revenue Code, any penalties incurred by your organization imposed by federal, state or local governments cannot be paid with XYZ Foundation grant funds.  No exceptions will be granted.

R)   Funds transferred to related parties:
It is inappropriate to consider money transferred to a related party (for example, another department, program area, or subsidiary company) as a cash

distribution.  The XYZ Foundation must report to the U.S. Internal Revenue Service on how your organization spent the grant funds to fulfill the award purpose.  The transfer of funds to a related party inside your organization is not considered spent.

Moreover, no part of the XYZ Foundation grant monies from this grant award may be commingled with other funds or accounts.  It is inappropriate to transfer money from one fund or account to another, and consider it to be an expenditure.

It is appropriate, however, to combine expenses by one department with that of another department if both departments are working on the same project, and report this consolidated total on the appropriate line item expense on the financial statement.

Payments made to third parties for administering your grants or for carrying out portions of your project or program must be fully accounted for.  You must obtain an accounting from the third party as to how the funds were spent, and these amounts must be consolidated with your financial information and reported as one financial statement.

S)  Overhead expenses:
Your organization may be reimbursed for overhead expenses but only to the extent agreed to in your approved budget.  Report this as an item in "Other Expenditures Paid" in the form provided and attach a statement which details how the overhead expense amount was calculated.

T)  Depreciation expense is not allowed:
Depreciation Expense is an accounting term whereby the cost of an asset is spread out over the life of an asset.  Because a cash basis of accounting is being used here, the cost of the asset must be expensed in the year of acquisition.  As such, depreciation expense is an inappropriate line item expense.

U)  Contributions made to other public charities:
Under U.S. tax law, grantees are not permitted to use XYZ Foundation grant money for contributions to any other public charities or organizations.

V)  Interest expense:
The use of XYZ Foundation funds as collateral for borrowing is prohibited unless approved in your original budget.

W)  Final narrative report and financial statement:

A final narrative report and financial statement must be filed with the XYZ Foundation on or before the due date stated in the grant award letter.

The final reports must cover the use of the grant funds over the entire life of the grant and must report on all expenditures made using the grant funds.

With respect to capital equipment purchased with XYZ Foundation grant funds, the final financial statement must confirm that such equipment has been used solely for the purpose stated in the grant award letter and should make reference to the ultimate disposition of the equipment.

X)  Change in tax status during the year:
As noted in the "Reporting requirements" (see Item A of this section), your organization is required to submit to the XYZ Foundation a narrative report and a financial statement because your organization does not have a U.S. Internal Revenue Service (IRS) tax status of a public charity.  If your organization received a letter from the IRS, (referred to as "Determination Letter") during the year, you may be exempt from further reporting requirements.  The key to this is the effective date of the IRS "Determination Letter".

A.  If the effective date of the Determination Letter is before the date of the initial funding by the XYZ Foundation for the award:

1.
Please send a copy of the Determination 
Letter to your program administrator.

2.
You will be required to complete the required expenditure responsibility reports for your organization's current accounting period only.  Future expenditure responsibility reporting will no longer be required.  However, your Program Administrator will advise you of your future reporting requirements as a non-expenditure responsibility grantee (see “D" below).

. 

B.  If the effective date of the Determination Letter is after the date of the initial funding by the XYZ Foundation for the award:

1.
Please send a copy of the Determination 
Letter to your Program Administrator.

2.
You will be required to complete the required narrative report and financial statement for your organization for this grant award until the total amount of funds under this award have been spent.  All future funding by the XYZ Foundation is exempt from the expenditure responsibility reporting requirements.

C.  If you are unsure of the initial funding date by the XYZ Foundation, please contact your program administrator.

D.  Once the XYZ Foundation has received a copy of the IRS Determination Letter, we will advise you of the future expenditure responsibility reporting requirements.  However, please keep in mind that until you receive a written letter from the XYZ Foundation advising you to the contrary, the reporting requirements shall remain as stated in the grant award letter.

DOMESTIC

ORGANIZATION

REPORT

XYZ Foundation Financial Statement
	Grant #
	  Name of Organization
	
	Reporting Period
	

	
	
	
	  From: 
	

	
	  Number and Street
	
	
	

	
	
	
	  To:
	

	
	  City, town, state, and ZIP code:
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	  Accounting Period Year End Date:
	
	
	

	
	
	
	
	

	Line#
	Description
	
	Amount
	

	Revenue/Income
	
	
	
	

	1
	Unexpended XYZ Foundation Grant Funds from prior year(s)
	
	
	

	2
	Total XYZ Foundation Grant Funds received during the year
	
	
	

	3
	Total income received from XYZ Foundation Grant Funds
	
	
	

	
	(Attach a detail schedule of  “ Total Income” Line 3 Above)
	
	
	

	4
	Total Grant Funds available for Award purpose
	
	
	

	
	( Add lines 1 through line 3)
	
	
	

	
	
	
	
	

	Project Expenditures Paid
	
	
	
	

	5
	Compensation of officers, directors, trustees, etc.. paid
	
	
	

	6
	Other employee salaries and wages paid
	
	
	

	7
	Pension plans, employee benefits paid
	
	
	

	8
	Payroll taxes paid (Current year only)
	
	
	

	9
	Legal fees paid (Attach a detailed schedule)
	
	
	

	10
	Accounting fees paid (Attach a detailed schedule)
	
	
	

	11
	Other professional fees paid (Attach a detailed schedule)
	
	
	

	12
	Taxes paid (Other than payroll taxes - Attach a detailed schedule)
	
	
	

	13
	Occupancy costs, rent, etc.. paid
	
	
	

	14
	Travel expenses paid
	
	
	

	15
	Conferences and meetings expenses paid (Attach a detailed schedule)
	
	
	

	16
	Printing and publications expenses paid
	
	
	

	17
	Office expenses paid
	
	
	

	18
	Equipment repair and maintenance paid
	
	
	

	19
	Approved capital asset expenditures paid (Attach a detailed schedule)
	
	
	

	20
	Other expenditures paid (Attach a detailed schedule)
	
	
	

	21
	Total expenditures incurred to fulfill the award purpose
	
	
	

	
	(Add lines 5 through line 20 )
	
	
	

	
	
	
	
	

	22
	Excess Grant Funds over cash Expenditures 
	
	
	

	
	(Subtract line 21 from line 4)
	
	
	

	
	
	
	
	

	I (we) have examined the above financial statement, including the attached detailed supporting schedules and statements, and to the best of my (our) knowledge and belief, it is true, correct, and complete.


	
	
	
	

	
	
	
	
	

	Signature:
	
	
	Date:
	

	
	
	
	
	

	Name (Please Type or Print):
	
	
	
	

	
	
	
	
	

	Title:
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Expenditure Responsibility Domestic Report

FOREIGN

ORGANIZATION

REPORT

XYZ Foundation Financial Statement

	Grant #
	  Name of Organization
	
	Reporting Period
	

	
	
	
	
	

	
	  Number and Street
	
	  From: 
	

	
	
	
	
	

	
	  City, town, state, and ZIP code:
	
	  To:
	

	
	
	
	

	
	  Country
	

	
	
	

	
	
	
	
	

	
	  Accounting Period Year End Date:
	
	
	

	
	
	
	Local Currency
	US Dollar

	Line#
	Description
	     Amount
	
	Amount

	Revenue/Income
	
	
	
	

	1
	Unexpended XYZ Foundation Grant Funds from prior year
	
	
	

	2
	Total XYZ Foundation Grant Funds received during the year
	
	
	

	3
	Total income received from XYZ Foundation Grant Funds
	
	
	

	
	(Attach a detail schedule of ” Total Income “ Line 3 Above)
	
	
	

	3a
	Exchange Rate Gain / Loss) - (Current year only)
	XXXXXXXXXXX
	
	

	4
	Total Grant Funds available for Award purpose
	
	
	

	
	( Add lines 1 through line 3a)
	
	
	

	
	
	
	
	

	Project Expenditures Paid
	
	
	
	

	5
	Compensation of officers, directors, trustees, etc.. paid
	
	
	

	6
	Other employee salaries and wages paid
	
	
	

	7
	Pension plans, employee benefits paid
	
	
	

	8
	Payroll taxes paid (Current year only)
	
	
	

	9
	Legal fees paid (Attach a detailed schedule)
	
	
	

	10
	Accounting fees paid (Attach a detailed schedule)
	
	
	

	11
	Other professional fees paid (Attach a detailed schedule)
	
	
	

	12
	Taxes paid (Other than payroll taxes - Attach a detailed schedule)
	
	
	

	13
	Occupancy costs, rent, etc.. paid
	
	
	

	14
	Travel expenses paid
	
	
	

	15
	Conferences and meetings expenses paid (Attach a detailed schedule)
	
	
	

	16
	Printing and publications expenses paid
	
	
	

	17
	Office expenses paid
	
	
	

	18
	Equipment repair and maintenance paid
	
	
	

	19
	Approved capital asset expenditures paid (Attach a detailed schedule)
	
	
	

	20
	Other expenditures paid (Attach a detailed schedule)
	
	
	

	21
	Total expenditures incurred to fulfill the award purpose
	
	
	

	
	(Add lines 5 through line 20 )
	
	
	

	
	
	
	
	

	22
	Excess Grant Funds over cash Expenditures 
	
	
	

	
	(Subtract line 21 from line 4)
	
	
	

	
	
	
	
	

	I (we) have examined the above financial statement, including the attached detailed supporting schedules and statements, and to the best of my (our) knowledge and belief, it is true, correct, and complete.


	
	

	
	
	
	
	

	Signature:
	
	
	Date:
	

	
	
	
	
	

	Name (Please Type or Print):
	
	
	
	

	
	
	
	
	

	Title:
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Expenditure Responsibility Foreign Report
Specific Instructions:
Narrative Report
As part of the XYZ Foundation's efforts to both assess the impact of a grant and to learn more about the issues and opportunities important to your work and your field, we ask that you submit a narrative report as well as a financial statement.

The narrative report is an opportunity to describe both your achievements and challenges in a way that will help the Foundation better understand the complexities confronting your organization.  We encourage you to view the report as a mechanism for analysis and goal setting for next year and the future.

In your narrative report, please provide us with information on the progress and accomplishments of the project or program that is being funded by the grant.  For example, tell us how you have worked toward the goals of your grant and what specific work has been supported with XYZ Foundation funds; what have been your specific achievements and disappointments; what important lessons can be drawn from your experience; what the results of the projects are; what your goals for the coming year and the next few years are.

If a grant has funded scientific projects, most grantees also include scientific data in their reports and copies of published papers, if any.  The narrative report need not be lengthy.  We hope you will feel free to deal with all issues that are important from your perspective and to use the format you prefer.

Along with the financial statement, the narrative report is due at the end of each of your accounting periods in which you received or spent XYZ Foundation grant money, or in which your organization held any unexpended XYZ Foundation grant award money from the prior year (See Item C of the Instruction Manual for reporting due dates).  Reports must be in English and signed and dated by an officer of your organization.  Although your organization is required to file both a financial statement and a narrative report, the financial statement must be accurate and complete (see the financial statement form on the next page).  The financial statement cannot rely on the narrative report for any detail.  However, the narrative report can refer to the financial statement in an attempt to clarify the narrative discussion.

As indicated in the grant award letter, release of subsequent payments toward multi-year awards can be made only after both narrative and financial reports have been received and approved by the Foundation.

Specific Instructions:
Financial Statement
Name and address:
The address used must be that of the principal office of your organization.  It is where the XYZ Foundation can send correspondence in connection with these required reports.

Grant number:
The XYZ Foundation tracks each grant award by a unique grant number.  Please enter the specific grant award number assigned to the award for which you are reporting.  If you do not know the grant number, please contact your Program Administrator to obtain the appropriate grant number.

Reporting period:
The financial statement should normally cover a twelve (12) month period.  If, for some reason, the financial statement does not cover a 12 month period, enter the beginning and ending dates that the statement covers.

Accounting period year-end date:
Enter your established accounting period or, if your organization does not have an established accounting period, then use the calendar year. (See Item E - "Accounting Period" in the General Instruction Section for more detail).

Line 1 - Unexpended grant funds from prior year
Enter the total amount of "Excess Grant Funds over Cash Expenditures and Cash Disbursements" as reported in your prior year approved financial statement.  If none, enter zero.  This amount should be the exact amount reported on your prior year financial statement filed with the XYZ Foundation for both local currency and US dollar amounts as appropriate.

Line 2 - Grant award amount received in current year 


Enter the total amount of all XYZ Foundation Grant Funds received during the year for the stated award purpose.  If none was received, enter zero.

Line 3 - Total income received from XYZ grant funds 


Enter the total amount of income received by your organization on the MacArthur Foundation Grant Funds during your accounting period.  This amount should include, but not limited to, the following items:



A)
Interest earned on the XYZ Grant Funds maintained in a segregated 





bank account.

B)
Any other income generated from the use of the XYZ Grant Funds your organization might have received during your accounting period.

Attach a detailed schedule which states:

1) 
a brief description of how this other income was generated, and

2) 
the amount of income received from each source type mentioned/described above.

NOTE:
If the total amount received (cash) represents "Interest Income" only, enter “Interest" to the left of Line 3 description.  No other schedules) are required for this line item.

Line 3A - Exchange rate gain(loss) - organizations outside the U.S.  only
Exchange Rate Gain/(Loss) is generated by a non-U.S. organization or one using non-U.S. currency when converting from local currency to U.S. Dollar equivalents.  As noted in the General Instructions, you need to convert all income and expense items to U.S. Dollars.  Enter the total amount of the Exchange Gain/(Loss) for the accounting period.  If more than one rate was used, attach a detailed schedule itemizing your calculation.

NOTE:
All expenses must be for the purpose of the grant.
General Operating and/or Administrative expenses are not permitted as a line item.
Line 5 - Compensation of officers, directors, trustees, etc. 


Enter the total compensation paid (cash), using XYZ Foundation Grant Funds, to all officers, directors and trustees during the year.  All expenses must be paid for the purpose of the grant.  If none was paid, enter zero.

Line 6 - Other employee salaries and wages
Enter the total salaries and wages, paid (cash), using XYZ Foundation funds, to all employees other than those included in Line 6 above.  All expenses must be for the purpose of the grant.  If nothing was paid, enter zero.

Line 7 - Pension plans, employee benefits
Enter the total of the employer's share of the contributions the organization paid (cash), using XYZ Foundation Grant Funds, to qualified and non-qualified pension plans and the employer's share of contributions to employee benefit programs (such as insurance, health and welfare programs) that are not an incidental part of a pension plan.

All expenses must be for the purpose of the grant and directly related to employees paid in lines 6 and 7 above.  If none was paid, enter zero.

Line 8 - Payroll taxes
Enter the total amount of the Federal, State and local payroll taxes paid (cash) during the year, but only those that are imposed on the organization as an employer, paid (cash) with XYZ Foundation Grant Funds.  This would include the employer's share of social security and Medicare taxes, FUTA taxes, state unemployment compensation tax, and other state and local payroll taxes.  All expenses must before the purpose of the grant and directly related to employees paid in lines 6 and 7 above. Penalties or additional charges imposed on your organization by Federal, State or Local Government agencies cannot be paid with XYZ Foundation Grant Funds. Accordingly, do not include this type of expense here.

Line 9 - Legal fees - attach a detailed schedule
Enter the total amount of legal fees paid (cash) using XYZ Foundation Grant Funds by the organization in fulfilling the award purpose. Attach a schedule that itemizes the type of service performed and the amount of expense paid for each service. If none, enter zero.

Line 10 - Accounting fees - attach a detailed schedule
Enter the total amount of expenses (cash) paid, using XYZ Foundation Grant Funds, to outside accountants or auditors during the year by the organization in fulfilling the award purpose. Attach a schedule that shows the type of service performed and the amount of expense paid for each service. If none, enter zero.

Line 11 - Other professional fees - attach a detailed schedule
Enter the total amount of expenses (cash) paid using XYZ Foundation Grant Funds to other professionals to assist you in fulfilling the award purposes. Attach a schedule (detailed analysis) that shows the type of service performed and the amount of expense paid for each. If none, enter zero.

Line 12 - Taxes (other than payroll taxes)
Enter the total amount of taxes (other than payroll taxes) paid (cash) to Federal, State, and/or Local Governments you paid (cash) using XYZ Foundation Grant Funds in fulfilling the award purpose. If you paid (cash) additional taxes due to a failure to file a tax return, make tax payment(s), file governmental report, do not include this amount here. This is a penalty and the XYZ Foundation is prohibited by U.S. tax law from paying this amount or allowing you to use XYZ Foundation Grant Funds to pay such penalties.

Line 13 - Occupancy costs, rent, etc.

Enter the total amount paid (cash), using XYZ Foundation Grant Funds, for the use of office space, or other facilities you rented to assist you in fulfilling your award purpose.  Include the amount for utilities and related expenses (heat, lights, water, power, sewer, trash removal, outside janitorial services, and similar services that only relate to the award purpose).  Do not include any salaries paid to the organization's own employees since this was included in Line 7 (other Employee Salaries and Wages).

Line 14 - Travel expenses
Enter the total expenses paid (cash), using XYZ Foundation Grant Funds, for officers, employees, or others during the year for travel (such as airline tickets, bus fare, rail passes, etc.) to attend conferences, meetings, etc. that was paid by your organization to assist you in fulfilling the award purpose.

Line 15 - Conferences and meeting expenses - attach a detailed schedule
Enter the total expenses paid (cash) using XYZ Foundation Grant Funds for employees, officers, or others during the year to hold or attend conferences and meetings held to fulfill your award purpose.  Attach a schedule that shows the type of conference and meeting and the amount of expense paid for each gathering.  If none, enter zero.

Line 16 - Printing and publications
Enter the total amount of expenses paid (cash) using XYZ Foundation Grant Funds for printing and publications and distributing any newsletters, magazines etc. needed to assist you in fulfilling your award purpose.  If none, enter zero.

Line 17 - Office expenses paid
Enter the total amount of office expenses paid (cash) using the XYZ Foundation Grant Funds to assist you in fulfilling the expressed purpose of the grant award.  This amount should include, but not limited, to the following items:

A)
Telephone charges

B)
Fax machine charges

C)
Other telecommunication charges

D)
Office supplies (e.g. pencils, paper, etc.)

E)
Postage and shipping

F)
Xeroxing, photocopying, etc.

G)
Other similar items

This line should not include the purchase of any phone equipment, fax machines, xerox machines, typewriters, postage machines or any other equipment.  These fixed assets should be included in, and subject to, the rules of Line 19 - "Approved Capital Assets Expenditures".

Line 18 - Equipment rental and maintenance
Enter the total amount your organization paid (cash), using XYZ Foundation Grant Funds, to either rent equipment or maintain existing equipment used to fulfill your award purpose.  Please note that if it is more cost-efficient to purchase the equipment needed than to rent this equipment, please let us know.  If you can save money by buying the equipment rather than renting it, it would allow more money for the fulfillment of the award purpose.  However, you need to review this situation with your assigned Program Administrator before the purchase of any equipment.

Line 19 - Approved capital asset expenditures
Enter the total amount paid (cash), using XYZ Grant Funds, for the purchase of items that will likely still be in use after the time frame of the grant.  These purchases must have prior written approval from the Foundation for each item purchased.  This would include, but not limited to, the purchase of:

A)
Telephone Equipment

B)
Fax Machines

C)
Postage Machines

D)
Xerox Machines

E)
Computer equipment and software

F)
Vehicles

G)
Office Buildings

H)
Any office equipment or accessories (e.g. typewriters, etc.)

I)
Any office remodeling or decorating

J)
Any item that will last, or is expected to last, past the fulfillment of the award purpose.

Line 20 - Other expenses - attached a detailed schedule 


We have attempted to list the most common expenditures paid (cash) by our grantees.  However, if you have paid cash, using XYZ Grant Funds, for other expenditures in fulfilling your grant purpose (which you are sure do not fit into another line item), enter the total amount here.  Attach a schedule that shows the type of service performed or item purchased and the amount of expense paid for each item.  If none, enter zero.

Line 22 - Excess grant funds over cash expenditures
Enter the amount calculated from taking Line 4 and subtracting Line 20.  It is unacceptable for this balance to be less than zero.  Since the grant award letter specifically requires that a special segregated bank account be opened for the XYZ Foundation funds, this line item can not be less than zero.  Please note: Any type of borrowing by your organization using any future XYZ Foundation Grant Funds to pay (cash) current expenses is prohibited.  This should also be the balance in the separate segregated bank account opened specifically for the XYZ Foundation Grant Funds as of the close of your accounting period.  This is the amount you will report on Line 1 in next year's financial statement.

GLOSSARY
Accrual Method of Accounting - A method of accounting in which income is reported in the year in which it is earned but not yet received and/or expenses are reported in the year in which they are incurred but not paid.  Since your organization's financial statement must be based on the "Cash Method of Accounting", this method is inappropriate and should not be used.  See and compare "Cash Method of Accounting" below.

Amortization - An accrual method of accounting that describes deductible expense which allows a means of recovering your investment in an intangible asset.  Since your organization's financial statement must be based on the "Cash Method of Accounting", this is not an appropriate expense in the financial statement.

Budget - An accounting term that suggests a plan of how money will be spent in the future.  This accounting plan usually specifically details what your organization envisions purchasing, services you envision obtaining, and/or what conferences your organization envisions organizing in the coming accounting period.  Since the required Expenditure Responsibility Reports (narrative report and financial statement) require the cash basis method (that is to say how the grant award was actually spent), the term-"budget"-should not be used anywhere in the required reports.  This will eliminate any confusion at the XYZ Foundation.

Calendar Year - A 12-month period ending on December 31. Also see "Accounting Period" definition in the General Instruction section of this manual for further analysis (Also see Fiscal Year below).

Capital Expenditures - The cost for additions or improvements that increase the value or useful life of your Capital Asset or Fixed Asset.  For the purpose of this reporting requirement, Capital Expenditure and Fixed Assets have the same definition/meaning.

Cash Method of Accounting - A method of accounting in which income is reported when cash is actually received and expenses are reported when they are paid.

Contingency - An "Accrual Method of Accounting" term which describes a type of possible or future liability.  Since we are using the "Cash Method of Accounting" to eliminate confusion, this term should not be used.

Depreciation Expense - An "Accrual Method of Accounting" expense item that reflects a reasonable allowance for wear and tear of a Capital Asset or a Fixed Asset.  However, since your organization's financial statement must be based on the "Cash Method of Accounting" this is not an appropriate expense item.

Fixed Asset - Property used to assist an organization fulfill its award purpose with a useful life of more than one year or beyond the fulfillment of the award purpose.  For the purpose of this reporting requirement, Fixed Asset and Capital Assets have the same definition/ meaning.

Fiscal Year - A 12-month period ending on the last day of any month other than December 31st (Also see Calendar Year above).

Internal Revenue Service - An agency of the United States Treasury Department whose primary function is the enforcement of the U.S. Internal Revenue Code (Code) and the collection of taxes as specified in such Code.  As a U.S. entity, the XYZ Foundation is required by law to follow the rules and regulations established by both the IRS and the Code.

Interest Income - The cash paid by a bank to your organization for maintaining the segregated bank account for the XYZ Foundation Grant Funds at their institution.

Interest Expense - The amount of cash paid by your organization to an outside party for the use of borrowed funds.

Overhead - During the normal course of business, an organization will expend funds for expenses that are utilized by the entire organization.  Such expenses are, but not limited to, the following items:

A)
heating the entire building

B)
air conditioning the entire plant

C)
electricity bills for lighting the building

D)
security charges for the entire property

E)
etc.

None of the above items were purchased for one department specifically but for the entire organization.  Overhead expense allocates the above expense(s) to each department based on an agreed on calculation/allocation method.  Overhead expenses can only be included in the XYZ Foundation financial statement as an element of "Other Expenditures Paid" line if:

1)
The expense was agreed to by the Foundation, in writing, either when the award was approved or by your program administrator, and

2)
A detailed schedule is attached which shows and explains the allocation calculation.
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