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FISCAL JOURNAL ENTRY TRANSACTION GUIDANCE 

Monitoring Focus: Completeness of Journal Entry Transaction Documentation Guidance: 
1. Documentation is present to support the purpose of the journal. 

75.303   Internal controls. 
The non-Federal entity must: 
(a) Establish and maintain effective internal control over the Federal award that provides 

reasonable assurance that the non-Federal entity is managing the Federal award in 
compliance with Federal statutes, regulations, and the terms and conditions of the 
Federal award. These internal controls should be in compliance with guidance in 
“Standards for Internal Control in the Federal Government,” issued by the Comptroller 
General of the United States or the “Internal Control Integrated Framework,” issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

(b) Comply with Federal statutes, regulations, and the terms and conditions of the Federal 
awards. 

(c) Evaluate and monitor the non-Federal entity's compliance with statutes, regulations and 
the terms and conditions of Federal awards. 

(d) Take prompt action when instances of noncompliance are identified including 
noncompliance identified in audit findings. 
75.302 Financial management and standards for financial management systems 

(b) The financial management system of each non-Federal entity must provide for the 
following (see also §§75.361, 75.362, 75.363, 75.364, and 75.365): 
(1) Identification, in its accounts, of all Federal awards received and expended and the 

Federal programs under which they were received. Federal program and Federal 
award identification must include, as applicable, the CFDA title and number, Federal 
award identification number and year, name of the HHS awarding agency, and name 
of the pass-through entity, if any. 

(2) Accurate, current, and complete disclosure of the financial results of each Federal 
award or program in accordance with the reporting requirements set forth in 
§§75.341 and 75.342. If an HHS awarding agency requires reporting on an accrual 
basis from a recipient that maintains its records on other than an accrual basis, the 
recipient must not be required to establish an accrual accounting system. This 
recipient may develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. Similarly, a pass-through entity must not require a sub 
recipient to establish an accrual accounting system and must allow the sub recipient 
to develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. 

(3) Records that identify adequately the source and application of funds for federally-
funded activities. These records must contain information pertaining to Federal 
awards, authorizations, obligations, unobligated balances, assets, expenditures, 
income and interest and be supported by source documentation. 

(4) Effective control over, and accountability for, all funds, property, and other assets. 

 Verify that there is sufficient documentation that clear explains why the journal entry is needed. 
 Sufficient documentation would include item #2-5 below.  
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The non-Federal entity must adequately safeguard all assets and assure that they 
are used solely for authorized purposes. See §75.303. 
 

2. Product or service charged is an allowable cost as per the program regulations 
45 CFR Part 75.403 - Factors affecting allow ability of costs. 
Except where otherwise authorized by statute, costs must meet the following general criteria in 
order to be allowable under Federal awards: 
(a) Be necessary and reasonable for the performance of the Federal award and be allocable 

thereto under these principles. 
(b) Conform to any limitations or exclusions set forth in these principles or in the Federal 

award as to types or amount of cost items. 
(c) Be consistent with policies and procedures that apply uniformly to both federally-financed 

and other activities of the non-Federal entity. 
(d) Be accorded consistent treatment. A cost may not be assigned to a Federal award as a 

direct cost if any other cost incurred for the same purpose in like circumstances has been 
allocated to the Federal award as an indirect cost. 

(e) Be determined in accordance with generally accepted accounting principles (GAAP), 
except, for state and local governments and Indian tribes only, as otherwise provided for 
in this part. 

(f) Not be included as a cost or used to meet cost sharing or matching requirements of any 
other federally-financed program in either the current or a prior period. See also 
§75.306(b). 

(g) Be adequately documented. See also §§75.300 through 75.309. 
Also see General Provisions for Selected Items of Cost 45 CFR 75.420 - 75.475 
 

 Verify product or service is an allowable program cost as per the Federal regulations.  
 Verify the backup documentation including the purchase order and/or invoice includes enough 

information to determine whether the cost is allowable. 

3. Product or service charged is necessary for program operations.  
45 CFR Part 75.327 General procurement standards. 
The non-Federal entity is encouraged to use Federal excess and surplus property in lieu of 
purchasing new equipment and property whenever such use is feasible and reduces project 
costs. 
75.405 Allocable costs. 
(a) A cost is allocable to a particular Federal award or other cost objective if the goods or 

services involved are chargeable or assignable to that Federal award or cost objective in 
accordance with relative benefits received. This standard is met if the cost: 
(3) Is necessary to the overall operation of the non-Federal entity and is assignable in 

part to the Federal award in accordance with the principles in this subpart. 
 

 Verify product or service is a necessary cost for the program to operate as per the Federal 
regulations.  

 Verify the backup documentation including the purchase order and/or invoice includes enough 
information to determine whether the cost is necessary. 

4. Pricing for the product or service charged is reasonable. 
45 CFR Part 75.327 General procurement standards. 
(d) The non-Federal entity's procedures must avoid acquisition of unnecessary or duplicative 

items. Consideration should be given to consolidating or breaking out procurements to 
obtain a more economical purchase. Where appropriate, an analysis will be made of 
lease versus purchase alternatives, and any other appropriate analysis to determine the 
most economical approach. 

(e) To foster greater economy and efficiency, and in accordance with efforts to promote cost-

 Verify product or service is a reasonable cost for the program as per the Federal regulations.  
 Verify the backup documentation including the purchase order and/or invoice includes enough 

information to determine whether the cost is reasonable. 
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effective use of shared services across the Federal Government, the non-Federal entity is 
encouraged to enter into state and local intergovernmental agreements or inter-entity 
agreements where appropriate for procurement or use of common or shared goods and 
services. 
75.404 Reasonable costs. 

A cost is reasonable if, in its nature and amount, it does not exceed that which would be 
incurred by a prudent person under the circumstances prevailing at the time the decision was 
made to incur the cost. The question of reasonableness is particularly important when the non-
Federal entity is predominantly federally-funded. In determining reasonableness of a given 
cost, consideration must be given to: 
(a) Whether the cost is of a type generally recognized as ordinary and necessary for the 

operation of the non-Federal entity or the proper and efficient performance of the Federal 
award. 

(b) The restraints or requirements imposed by such factors as: Sound business practices; 
arm's-length bargaining; Federal, state, local, tribal, and other laws and regulations; and 
terms and conditions of the Federal award. 

(c) Market prices for comparable goods or services for the geographic area. 
(d) (Whether the individuals concerned acted with prudence in the circumstances considering 

their responsibilities to the non-Federal entity, its employees, where applicable its 
students or membership, the public at large, and the Federal Government. 

(e) Whether the non-Federal entity significantly deviates from its established practices and 
policies regarding the incurrence of costs, which may unjustifiably increase the Federal 
award's cost. 

 
5. Transaction is properly allocated using the agency’s cost allocation plan. 

75.405 Allocable costs  
(a) A cost is allocable to a particular Federal award or other cost objective if the goods or 

services involved are chargeable or assignable to that Federal award or cost objective in 
accordance with relative benefits received. This standard is met if the cost: 
(1) Is incurred specifically for the Federal award; 
(2) Benefits both the Federal award and other work of the non-Federal entity and can be 

distributed in proportions that may be approximated using reasonable methods; and 
(3) Is necessary to the overall operation of the non-Federal entity and is assignable in 

part to the Federal award in accordance with the principles in this subpart. 
(b) All activities which benefit from the non-Federal entity's indirect (F&A) cost, including 

unallowable activities and donated services by the non-Federal entity or third parties, will 
receive an appropriate allocation of indirect costs. 

(c) Any cost allocable to a particular Federal award under the principles provided for in this 
part may not be charged to other Federal awards to overcome fund deficiencies, to avoid 
restrictions imposed by Federal statutes, regulations, or terms and conditions of the 
Federal awards, or for other reasons. However, this prohibition would not preclude the 
non-Federal entity from shifting costs that are allowable under two or more Federal 
awards in accordance with existing Federal statutes, regulations, or the terms and 
conditions of the Federal awards. 

(d) Direct cost allocation principles. If a cost benefits two or more projects or activities in 

 Verify product or service cost is allocated proper to programs receiving benefit as per the 
Federal regulations. 

 Verify the backup documentation including the purchase order and/or invoice includes enough 
information to determine whether the cost is allocable. 
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proportions that can be determined without undue effort or cost, the cost must be 
allocated to the projects based on the proportional benefit. If a cost benefits two or more 
projects or activities in proportions that cannot be determined because of the 
interrelationship of the work involved, then, notwithstanding paragraph (c) of this section, 
the costs may be allocated or transferred to benefitted projects on any reasonable 
documented basis. Where the purchase of equipment or other capital asset is specifically 
authorized under a Federal award, the costs are assignable to the Federal award 
regardless of the use that may be made of the equipment or other capital asset involved 
when no longer needed for the purpose for which it was originally required. See also 
§§75.317 through 75.323 and 75.439. 

(e) If the contract is subject to CAS, costs must be allocated to the contract pursuant to the 
Cost Accounting Standards. To the extent that CAS is applicable, the allocation of costs 
in accordance with CAS takes precedence over the allocation provisions in this part. 
75.416   Cost allocation plans and indirect cost proposals. 

(a) For states, local governments and Indian tribes, certain services, such as motor pools, 
computer centers, purchasing, accounting, etc., are provided to operating agencies on a 
centralized basis. Since Federal awards are performed within the individual operating 
agencies, there needs to be a process whereby these central service costs can be 
identified and assigned to benefitted activities on a reasonable and consistent basis. The 
central service cost allocation plan provides that process. 

(b) Individual operating agencies (governmental department or agency), normally charge 
Federal awards for indirect costs through an indirect cost rate. A separate indirect cost 
rate(s) proposal for each operating agency is usually necessary to claim indirect costs 
under Federal-awards. Indirect costs include: 
(1) The indirect costs originating in each department or agency of the governmental unit 

carrying out Federal awards; and 
(2) The costs of central governmental services distributed through the central service 

cost allocation plan and not otherwise treated as direct costs. 
(c) The requirements for development and submission of cost allocation plans (for central 

service costs and public assistance programs) and indirect cost rate proposals are 
contained in appendices IV, V and VI to this part. 
 

6. Transaction includes all signature approvals as per agency’s written procedures and is 
approved by someone other than the preparer.  
45 CFR Part 75.327 General procurement standards. 
(a) The non-Federal entity must use its own documented procurement procedures which 

reflect applicable State, local, and tribal laws and regulations, provided that the 
procurements conform to applicable Federal law and the standards identified in this part. 
75.403(e) Factors affecting allow ability of costs. 

Except where otherwise authorized by statute, costs must meet the following general criteria in 
order to be allowable under Federal awards: 
(e) Be determined in accordance with generally accepted accounting principles (GAAP), 

except, for state and local governments and Indian tribes only, as otherwise provided for 
in this part. 
 

 Request agency’s procedures on authorized signatures to determine who’s signatures are 
required and when. (i.e. agency thresholds) 

 Verify the approvals of the documents supporting this transaction are consistent with the 
approval process described in the agency’s fiscal policies and procedures. 

 Determine the approver is someone other than the person placing or requesting the order. 
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7. Transaction is posted to the correct account, including but not limited to the correct 

program year. 
45 CFR Part 75.302 Financial management and standards for financial management systems. 
(b) The financial management system of each non-Federal entity must provide for the 

following (see also §§75.361, 75.362, 75.363, 75.364, and 75.365): 
(2) Accurate, current, and complete disclosure of the financial results of each Federal 

award or program in accordance with the reporting requirements set forth in 
§§75.341 and 75.342. If an HHS awarding agency requires reporting on an accrual 
basis from a recipient that maintains its records on other than an accrual basis, the 
recipient must not be required to establish an accrual accounting system. This 
recipient may develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. Similarly, a pass-through entity must not require a sub 
recipient to establish an accrual accounting system and must allow the sub recipient 
to develop accrual data for its reports on the basis of an analysis of the 
documentation on hand. 

(3) Records that identify adequately the source and application of funds for federally-
funded activities. These records must contain information pertaining to Federal 
awards, authorizations, obligations, unobligated balances, assets, expenditures, 
income and interest and be supported by source documentation. 

 Review the agency’s account code structure to ensure costs are posted correctly. (i.e. if 
4XXX’s are Supplies the supplies transactions you review should be posted in a 4XXX 
account) 

 For School Districts and County Offices (except the Grantee), confirm that Head Start funds 
are posted in a 9XXX resource code. (This must be in place by 2018-19 program year) 

 Confirm that the expense is posted in the proper program year. This would be the program 
year the item was obligated. 

 For any transaction that is posted incorrectly and before marking the section out of 
compliance, verify with staff that a correction has not already been made.   

 

 


