CHAPTER 11

LIABILITIES

1 INTRODUCTION.

a.

Applicability. The applicability of this chapter is specified in Chapter 1,
“Accounting Overview.”

Background/Authorities. This chapter prescribes the policies and general
procedures for recording and reporting liabilities consistent with the
Statement of Federal Financial Accounting Standards (SFFAS) or
Government Accountability Office (GAO) Title 2 standards in the absence
of SFFAS. Liabilities include accounts payable; accrued expenses; interest
payable; accrued payroll and benefits; accrued leave; deferred revenues,
including advances; deposit funds; debt issued under borrowing authority;
bonds; 1oan guarantees and loan commitments; contingent liabilities; lease
liabilities; and unfunded liabilities.

Policy/Objectives.

(@D} All liabilities shall be measured and recorded as accurately as
possible, given the circumstances under which the liability was
created.

2 Liabilities recorded in financia statements shall reflect invoices
received and accruals for any costs incurred, and assets received
for which progress billings, grant reimbursement requests, and
other hillings have not yet been received. Liabilities shall be
recorded and/or footnoted irrespective of whether funds are
available or authorized for payment.

3 Contingent liabilities shall be recorded as incurred liabilities if the
loss is probable and the amount can be reasonably estimated. Loss
contingencies that are judged to have a reasonably possible chance
of occurring or that cannot be estimated should be included as a
footnote on the financia statements.

4 Separate accounts are established for major categories of liabilities
to facilitate their clear and full disclosure on financia statements.
The accounting records will differentiate between Federal and non
Federd liabilities. Accountswill provide for the classifications
contained in the Standard General Ledger Chart of Accounts
(SGL).
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2.

(5) Maintain accounts on an accrual basis. Costs and revenues shall be
identified with and recorded in the period in which they are
incurred, even if receipt of the revenue or payment for the
expenditure occurs in a subsequent accounting period. A balance
should be maintained between the effort required to measure
accrued costs precisely and the added value of such precision.

(6) Record deferred revenues, which are advances and prepayments
received, as liabilities. When payment is earned, that is, goods or
services have been delivered or contract terms have been met, the
appropriate amount of revenues is recognized with a corresponding
reduction in the liability.

TYPESOF LIABILITIES.

a.

Accounts Payable. Amounts owed to others for goods and services
received and assets acquired, for which abill has been received or approved.
Any percentage of amounts due to contractors that DOE retains as a
guarantee of performance may remain in a specia account established for
retention. Document the accounts payable control account(s) with unpaid
invoice files, subsidiary ledgers, or other forms of subsidiary records. The
accounting records must distinguish between accounts payable to non
Federal entities and accounts payable to other Federal agencies.

Accruals. Amounts owed by the Department for items or services received,
expenses incurred, assets acquired, or construction performed, for which a
bill (e.g., progress billings, grant reimbursement requests, and other billings)
has not been received or approved.

@ Interest Payable. Interest payable represents liabilities for interest
expense incurred but not yet paid. These expensestypically arise
from interest due on long-term debts, capital lease obligations, and
late payment of invoices. The accounting records must distinguish
between interest payable to non-Federal entities and interest payable
to other Federal agencies.

2 Accrued Payroll and Benefits. Accrue the unpaid wages and
benefits that employees have earned at the close of each accounting
period. Generally, federal performance awards are excluded.

3 Accrued L eave.

@ Annual Leave. Record the liability for annual leave at the
wage at which the leave is earned and adjusted each year to
reflect pay increases, unused leave balances, statutory
limitations to leave amounts, and to reflect employees
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transferred in or out during the year. Accrued leave for
DOE employees will be recorded as aliability.

(b) Compensatory Leave. Record compensatory leave the
same as annual leave for accrual purposes.

(© Sick Leave. Accrue sick leave for contractor employees if
acontractual requirement exists for employees to be paid
for unused sick leave. A liability for DOE employees will
not be accrued since payment is not made for unused sick
leave.

4 Exceptions. The following are minimum requirements for
accruing costs related to the indicated procurement instruments.
While the minimum requirements are intended to provide a proper
bal ance between materiality and the high volume of cost accrual
transactions, accruals should ensure that the yearend financial
statements present fairly the aggregate cost accruals for the
Department. Accrual procedures must meet or exceed the
following requirements:

@ Non-Integrated Contracts and Purchase Orders.
Accrue nortinvoiced costs monthly if the uncosted balance
is greater than $1 million; and

(b) Financial Assistance Instruments (Grants, Cooper ative
Agreements and Technology | nvestment Agreements).
For financial assistance instruments that are $750,000 or
less, cost the entire amount at the time of obligation;
otherwise, generally accrue monthly on a straight-line
basis. Furthermore, financial assistance instruments must
be trued-up annually, at a minimum, to reflect actual costs.

C. Deferred Revenues. Deferred revenues represent advance payments from
others to cover the cost of services, materials, or other assets that DOE
will furnish in the future. The accounting records must distinguish
between advances received from other Federal agencies and advances
received from non-Federal entities. For additional guidance regarding
advances for reimbursable work and co-sponsored projects, see Chapter
13, “Reimbursable Work, Revenues and Other Collections.” Costs
incurred in the performance of work for Federal and nonFederal entities
shall be accumulated and charged against the advances.

d. Funds Held for Others. A liability shall be established whenever DOE
has physical possession or responsibility for non-Government personal
property or cash. Thisincludes certain funds that belong to others, such as

Chapter 11. Liabilities 11-3



Paragraph 2d

3-6-07

payroll deductions and deposit funds. Funds held for others also include
amounts held in suspense accounts awaiting disposition or reclassification.
The individual details for each of these accounts reside in the asset
accounts. The balances in these accounts must be supported by schedules
of voucher deductions, collections, and transfers between accounts.

Suspense Accounts. Suspense accounts include amounts arising in the
course of operations that cannot be analyzed readily and recorded to the
proper account because of inadequate information, uniqueness of the
transaction, or similar complications. Temporarily record such items to
the suspense account to avoid undue delays to monthly closing.
Determine the proper account for all suspense items and record them
accordingly as soon as possible to ensure accurate financial reporting.

Appropriated Debt.

@ DOE occasionally receives appropriations that provide programs
with authority to borrow funds. Borrowing authority is limited by
the amounts specified in the appropriation acts. Fundsthat are
borrowed to finance appropriated obligational authority must be
repaid into the General Fund of the Department of the Treasury
(Treasury). Interest shall be charged from the date the funds are
credited to the appropriation until the date of repayment.

2 Power marketing administration legislation requires recoupment of
appropriate funds over a specified time period and rate of interest.
Power marketing administrations shall record the investment of the
U.S. Government in power facilities as Proprietary Capital, Federal
Investment, or Federal Appropriations. Interest expense or interest
charged to construction shall be computed and repaid to the
Treasury. Furthermore, appropriations received from the
Reclamation Fund shall be repaid to the Department of the Interior.

Contingent Liabilities.

1) General. Contingent liabilities are potential liabilities that might
become actual if certain future events, beyond the Government’s
control, result in losses or impairments of assets or incurrence of
liabilities.

@ When a loss contingency exists, the likelihood that a future
event or events will confirm the loss or impairment of an
asset or the incurrence of aliability can range from
probable to remote.
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Probable: The future event or events are likely to
occur.

Reasonably Possible: The chances of the future
event or events occurring are more than remote but
lessthan likely.

Remote: The chances of the future event or events
occurring are dight.

Accrual and disclosure of contingencies, including
programmatic impacts, vary depending on probability of
occurrence.

1.

4.

Probable and Estimable: Losses that are deemed
probable and can be reasonably estimated will be
accrued as aliability. Disclosure of the nature of the
accrua is necessary if the financia statements would be
misleading without such disclosure.

Probable but Inestimable: |If the contingency is
deemed probable but cannot be estimated, a footnote
disclosure should be made on the financial statements.

Reasonably Possible: May require disclosure
depending upon significance and materiality.

Remote: No accrual or disclosure required.

Reporting thresholds for contingencies relative to
litigations are provided in annual guidance.

Loan Guarantees and Commitments. Reserved

Tort Claims. Tort claims are contingent liabilities and are

disclosed in the financial statements, as discussed in paragraph
29(1). Tort claims are claims against the United States for injury
to or loss of property or personal injury or death caused by the
negligent or wrongful act or omission of any employee of DOE
while acting within the scope of office or employment. Refer to
paragraph 2g(1)(b) for recognition of claim contingencies.

(b)
©
)
©)
L eases.
)

A capital lease shall be treated as the acquisition of an asset and
the incurrence of aliability. All lease-purchases or capital leases
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are required to have up-front budget authority for the full liability
of the lease.

2 The maximum amount of the Government’s liability for an
operating lease is the full amount of the operating lease unless the
lease includes a cancellation clause. In this case, the maximum
liability is the amount of the lease payments over the minimum
lease period plus any required cancellation payment. With
operating leases, up-front budget authority must be available to
cover the maximum amount of the Government’s liability.

For additional information on leases refer to Chapter 5,
“Accounting for Obligations,” paragraph 4a(7)(d), and Chapter 10,
“Property, Plant and Equipment,” paragraph 2e.

i Unfunded Liabilities. Unfunded liabilities result from the receipt of
goods or services or occurrences of eligible eventsin the current or prior
periods for which revenues or other sources of funds necessary to pay the
liabilities have not been made available through Congressional
appropriations or current earnings of the Department. The Department has
established specific liability accounts to record unfunded liabilities. The
use of these accounts is restricted to those liabilities specifically identified
inthe SGL. Where prior approval is required, requests and supporting
documentation should be forwarded to the Office of Financial Policy (see
Attachment 11-1). In addition, specific guidance for recognition of
liabilities related to environmental liabilities, pensions, and postretirement
benefits other than pensions will be issued by the CFO in annual
information requests (see Attachments 11-2, 11-3 and 11-4 for examples
of annua guidance).

J. Other Liabilities. Any other liabilities that have not been defined
elsewhere should be disclosed in the financia statements. The principle of
materiality and full disclosure should govern the inclusion of such
liabilities. The nature of each liability should be identified and reported,
either by afootnote to the financial statementsor by actual inclusion of an
amount in aliability account, if the potential amount due or aloss can be
estimated.
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ATTACHMENT 11-1

REQUEST FOR USE OF UNFUNDED LIABILITIES-OTHER LIABILITIES
REQUIRING FUTURE FUNDING

Requesting Office:

Contact/Phone #:

Date of Request:

Field Office Chief Financial Officer:

Signature/Date
Cognizant Program Officer:

Signature/Date

Description of Liability:

Amount to be Recorded: Program Vaue:

Check One: New Request Increase Decrease

Fiscal year payment is expected to be made:

Approvals:
Director, Office of Financia Policy
Approve/Date: Yes No
Director, Office of Finance and Oversight
Approve/Date: Yes No

cc: Office of Budget
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Department of Energy
Washington, DC 2058%

Jume 8, 2006

MEMORANDUM FOR:
FROM:

SUBJECT: FY 2006 ENVIRONMENTAL LIABILITY ESTIMATES

The purpose of this memorandum is to provide guidance for the development of the
environmenial liability estimates for the following major components to be reported in the

FY 2006 Consolidated Financial Statements: (1) Office of Environmental Management's (EM)
project baseline life-cycle cost estimates; (2) restructured environmental liabilities; and, (3)
active and surplus facilitics cost estimates. Due to the accelerated reporting requirements, the 3"
quarter financial statements must include fully updated environmental liability estimates with
footnote disclosures. Yearend reporting requirements remain the same. Accordingly, please
develop your FY 2006 liability estimates using the following guidance:

Field offices should update their environmental liability estimates in the accounting system to
reflect project life-cycle cost estimates. These liability estimates must be updated for
subsequent lifecycle changes (i.e., changes after the Integrated Planning And Budgeting
System cut-off date). The FY 2006 environmental liability estimates should be included in
the 3™ quarter submissions along with footnote disclosures. These estimates and footnote
disclosures will need to be updated as necessary and included in the September submissions.
Please provide copies of your footnote disclosures to the Office of Financial Policy within 5
days of closing.

R { Envi | Lisbiliti

The restructuring of the EM program has involved the transfer of activities/functions to other
Departmental programs, most notably long-term stewardship activities. At some sites, the
EM liability estimate to be recorded for FY 2006 will have been adjusted for these transfers.
The identification of and proper recording in the FY 2006 financial statements of any
environmental liability associated with these transferred activities/functions are crucial.
There may also be estimated costs for some transferred activities/functions included in the
environmental liability in prior years that will no longer be classified as an environmental
liability (e.g., infrastructure costs, site support services).
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Abss inchinded {n this category are any environmental abiities that aro not in the EM
propam of B Active Facilivies estimales. These inclede contamingied soils, groundwar,
and surplus materials, & repant identifying these Habifities was issasd by EM in 2003, Finet
Repori an Fugure Wasre Manapement and Remediation Liabilites. The infamation
vemmpited for this repett has beer vsed as 5 basis for recording Hisbilities, Although many of
thee Hahility eatimates have been updatod over the pest throe yoar or remaved doe ©
suptication o incarporatdon boto the EM mogmmm, seversd reguirg fardey cxaminaion and
updazing for BV 2006 It s imaperative that all existing fsbulities be identifiod and recorded
repaniiess of when the emedintion will secur of which program will perforn the sotivitdes,

E Ipy EE ] - .r ‘e

The Active Focility Datsbase Collection System {ARIICE) was opened for field ingist in
Feipary, Headduariers Is cummently niviewing the data subimissions sfter which fhe Jiability
medeing process will be tun. Updated active faciiities Liabitity estimates will be available by
June 23, 2006, 2nd sheuid be included ln e 3™ quarter submissions, lo September, sites
will b aabed whethorr there hude baen amy sipnificant changes; e.p., facilites wemediated, I
significant changes heva occurrit, the modeiing grocess witl be requn and any vesulting
cluthges ¢ the estimates will b incladed in the yearond mportimg submissiors,  For those
sites thal develop extimaies putside of the AFDCS, ssfimuies must be updated to reflect
curreT information as needssary. These sstimates must be adinsted 1o FY 2006 constant
doliars. In this regard, the beginning balences showld be muitiplisd by the infleton ficlor of
10324, This faetor is baned pen defiaere Hated i Table 1.3 of the Historieal Tables of the
FY 20066 Budgei of the 1.8, Goveonwent. Suppotting documentation for sire-developed
#sGinutes Thust de maintained and 15 yikiest 1o audit review,

Field offices wre responaible for snsuring thers i sufficiont documoaimtion ta support the
eovonimental 1izhility estimatas Suppos it the suyerhion thaet sli contaminatesd fecilities are
Mcluded in the esfimares, sppreaches wsed for samoving duplices costs, and any sssevtion of
inmoaterinlity with regaed o npdazing che estiries mest alse be docursented A determination
of the need for £3) an adiustment 16 the totimate as 2 mesull of condidons thar existed at
Seprciaher 30, 2006, (e, preexisting conditions or (33 & footnots disclosure for conditions that
ase after Septembier 30, 2008, must be raads for any fife-cyels cost estimaie updates that acour
OF A il procesy after Seplemier 30, 2006, that ape ceperted 1o meteriaily afiect the eatimates,

IFyou of your steff las any questions, please contaet Lofs Jesmup af (HI2) 586-3550
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Bepartment of Energy
Wasninglot, D0 2O5EL

March 9, 2008

FROM: DE TG SON, DIRECTOR
R IMANCIAL POEICY

SEEBIECT: CONTRAUTOR PENSION OBLEGATHONS - FY 2004 FENSIDN
INFORMATHON REOUEST

The Degartment will continue to follow the requirements of Financial Accounting Standards
Board {FASR), Staement No. 37, "Employers’ Accounting for Pensions,” of December 1985,
far measuring and recopntng conlracior pension obligations. In this repard, the requirements
cottained in the alleched "Department of Encrgy Peasion Bonefit Plans, 20040 Fisgal Year
Information leguest * {information request) sre applicable to any DOE conteactor, whether ar
mof 4 manggenenl and aperating costrgetor, for which the Department bas 2 continning pension
obfigation. Yaur submissions will bo reviewed by Headguarters and used in the development of
vearcad accrusl estimates as woll as consolidared Departmental diselognres in accordance with
ihe requiroments of FASE Statement Mo, 132(R} "Emplovers Disclosares about Pensions and
Other Postretirement Benefits ™ A copy of the information reguest shoold be forwarded to
applicable contractors intmediately to allow selicicnt tise (o complete the required.
repariing sehkeduies,

The requited standardized assumptions coptained in the information request have been reviewed
and updated as needed (&g, the moctality table bus heen upulated and the requived

dicount vate selected is 5.25%). Al thay veur’s wnformation regquest mcludes Tahle A-Ta,
“Selecled Valuation Inlormation,” and Table A-8h, “Minjnue Funding Standard Acesunt
Bazes,” and requests the most cecent Actussial Yaloarion Baport for each applicable contractor
plan be inchoded with vour FAS 87 submissions. This intormation will provide our office more
detziled data that will enabde Meadouarters {0 esfitnate the Depadmentwide iinpast of 4oy Gature
chanpe such as pepsion Jegislative reforme or chanyes m reporiing requarements.  {n addition, the
FY 20046 information reguest provides, as aitachments, 2 cony of any FY 2003 individual
contracior menorands Jovelaped by Chet Andrzejewskd of Aon Consutting, Ine. regarding any
additional information requested @5 4 result of the FY 2005 review process and applicable
individasl contractor disclomare sheers, "SO30/7005 Disclosure [nformarion under FAS Staterment
Mo, B7." Thess disclosars shegts contain information needed for tie completion of the Y 2006
information reques.  For example, rhe amount oo Line T3, 003000005 PrepaididAcoried)
Persion Benefit Cost”™ of the sttached disclosure sheetfs) must be used on Table A-1 Line X 1,
“Prepad TAccrued) Penston Cout af W3G2005,7 of the inforrmation reqees.
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A% required i previous information requests. the pension estimates must be developed by the
contractors throwgh the use of quakified actuartal support. Twa (23 hard caples of the
compieted subtnissions should be forwarded to the Offive of Financial Policy {CF-50) wnd

ong (1) hard copy to our Headyuariers consubting acfuary, Chet Androguwski, Aon Consulting,
Ing., SO0 East Prant Stregr, Baltinore, Maryvland 23202, by May 21, 2006, {Please note Aon's
address has changed Y A dishette contaiving the atteched repoiting schedules and standardiwed
assumptions has alse been attached. One completed copy of the disketie using the prescribed
formats (Microsoft Word 2000 and Microsoft Exeed Y004) st be incladed with cpch
contragror submission to CF-50 and to Aon Consuling, Tno. Any sgnificant deviation from the
information reues Tequiremianis must be justified in writing and submitted o CF-30 for
COMATEACE PrivT to provessing the valuations, Plexse noze that due to the established
schedule for madited Diepartmental Tinancizk statements, it is imperative thai the
compieted suhatisyices apd ey additipnal yearend infoemation be provided 1o CF-50 and
to ouy Headguariers Consoiting actunny on of befare 1he due dates speeified in the
information reqeest.

Progedures sstsblished by the Eagrgy Finanoe snd Accounting Service Center shalt be followed
for recording the pensien iisbility or seset. 1t should also be noted adjustments to the agcrual
estimates may be reguired 10 reflect mdnimim lability reguwrerents and any additional
infarrsadion that becarnes avaiablic by yearend fe.p., updated asset inforomation on Table A-S
requised by August 24, 2006),

I addition 10 dthe aforementioned pension reporting requircments, you should be sware rhat the
Pengion Beneftt Guaranty Corporstion (PRGC) premium roguireraends have changed snd will
result in increased PRGO preminm coses Tor many of the Department’s site/facilly tnanagement
contractors. Also, you should be asare there ks o potential Ror other changes tn pension funding
roguirements that may resalt ffom forwre pension legnelative reforms which could have a
significant IRINAct O TES0LICE requiremarts.

Please forward the name, phone number, fax munber, and ¢-maif address of & poiat of contad to

CE-50 by March 31, 2006, 1 you or your stafl should have sy questions concerning this
mernorendi, pledse contact Michze! Lynch of my staff on (202) 3866894,

Attachinetiz
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Department of Energy
Wazhingion, B ZOEER

March §, 2004

¥l e . .
FROM: DEAN G O S0ON, BIRECTOR
OFFICE GEFFINANCIAL POLICY

SUBIECT. POSTRETIREMENT BENEFITS OTHER THAN PENSIONS {PRE}
FY 2000 INFORMATION REQIIEST

The Department will continue to follow the requireinents of Financial Accounting Stendards
Board (FASH), Stalement No. 106, "Emplovers Accoumting for Postetirement Henefits Gther
Than Pensions,” of Trecember 1990, for measuring and rocognizing costs and liabilities
asposiared with comragtor FRE, The Departiment will use unfanded habifity transactions lo
annyatly aceme the incremental PRE costs and linbilities (e, amounts regquired beyond “pay-as-
vous-pa'" Feguireteeats). In rhis regard, the requirements comtained in the atfached "Dopariment
of Energy Yostretirement Benefit Plans, 2006 Fiscal Year informmation Reguest,” (information
requests are appficable to any DOFE contractor, whether or Aot & management and operating
conrtractor, for which the Department has a conlinuing PRP obligation. Your submissions will
be reviewed by Headquarters and gsed in the development of vesverd soomal estimates, as well
s consolidated Departrental disclosures In accardance with the requirements of FASR
Statemen No. I3NR), “Emplovers” Disclosres ahout Peagiong sned Other Pogtretirement
Benefits ™ A copy of the information vequest should be forwardsd to applicable
contraciory immedintely to altow sullicient tisme to complete e veguirad reparting
sctred sies.

The reguired standardized ascumptions contained in the information request have been reviewed
and updated 83 neded (o0, the medical rend rates have Been adiusted; tbe mortaliiy iabke
Eas Beer npdated; and the requived discosn! vabe selected iz 5.25%). Also, Table A-2h,
“Postretirement Benefil Oblipation Cheer/Under 657 and Table A-2¢, "Trend Sensitiviey,” have
been added to this Year's information request. This information will provide & Barther
breakdown of the Hability and the effect &f a one-percentase-point increassidecrease in the
assumed health care cost trend rates. T addiion, the FY 2006 informmation reguest provades, as
attachments, a copy of any FY 20805 individus] coptractor memotands developed by Chet
Apdraarewski of Aon Consulting, Inc. regarding any addilional information requested as a resull
of the FY 2005 review process and applicable individual contractor disclosure shests,
"9/30/200% Disclosure Information ander FAS Statement No. 106" These disciosare sheets
contain information necessary For the completion of the TY 3006 informabion request. For
example, the amonnt on Line D5, "0/30/2005 Total Accrued Posteativemen! Henelit Cost,” of
the attached disolosure shoet{s} mast be used on Table A-1, Line A1, "Accmed Postrotirement
Benefit Cost at %/30/2005," of the information request.
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Ag required In previons infornmtion requests, the PRE estimates must be developed by the
soatractors throngh the uge of qualified sotvarizl suepori. Two (2) hard copies of the
completed sabimissions shoofd be forwarded to the Office of Financia) Policy {CF-50) and

ore (13 hard copy to our Headquarters consulting sctuary, CUhet Andozejewsid, Aon Consuling,
Ire, 300 Fest Pratt Strest, Balmore, Mandasd 21202, by June 19, 2006 (Pleaze note Aon's
sddress has changed.) A diskette contatning the aftached reporting schedules and standardized
kssomptions has slea heen attached. One campluied copy of the diskerte using the praseribed
foemats {Miceosoft Word 20060 aed Microsolt Excef 2000) must be inctoded with each
Gmgractor submigssion w CF-50 and 10 Aon Consulting, Ine. Any significant deviation fom the
information roquest reguirersents must be juetified in writing and sobiitted 1o CE-50 for
CORCHITERGE PLior (o proosssing the valuations, Plegee noje that due o {ire patablished
schediie for sudited Gepartmendsl financial statementy, i is impersiive that the
completed yobmiscions and Ay additicnal yearend information be provided to CF-30 sud
bo o3 Hesdgquarters consulting actasry ou or before the due daves specified in the
informetion reqoest.

Provedures established by the Encrey Finance and Accoonting Service Cemter dhall be followed
for recording PRE Nebilittes. [ should also be noted adfustments 1o the aconaal estimates may
be required as additivns! infirmation becornes available by vesrend fe i, actual employer cash
sists far the fiscal vear and vpdated assef information, Wapphicable, required by

Aupust 24, 2006},

Plcasze forward the name, phone number, fax tinber, and eomaif address of 2 pont of cottact to
C1-50 by Manch 31, 2006 ¥ you or vour staff should have any questions cancerning this
memaranduns, please comact Michael Lynch of my staff on (207) 386-06854

Artachmens
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