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GENERAL
8700

(Renumbered 2/65)

Some special problems arise that are common to several agencies but do not have general application which would warrant provisions therefore in the standard entries and General Ledger accounts.  In order that procedures may be standardized among agencies having such special problems, instructions are included here.  Instructions on special problems arising in a single agency or a few agencies are not included.  Such procedures are transmitted to agencies concerned by memorandum.

REAL PROPERTY ACQUISITION
8705

(Revised 7/75)

In most cases laws authorizing the acquisition of real property provide that such acquisitions be subject to the provisions of the Property Acquisition Law.  In recent years many appropriations for the acquisition of real property also provide for construction, improvements, and equipment.

To facilitate accounting for acquisitions of real property subject to the Property Acquisition Law, the following procedure is prescribed:

1.
The benefiting agency will record the entire amount of such appropriations in its allotment-expenditure accounts.

2.
The benefiting agency will submit a working budget to the Department of Finance for the entire amount appropriated.

3.
After approval by the Department of Finance, one copy of the working budget will be forwarded to the Accounting Section of the Department of General Services, where the amounts allotted for the acquisition of real property will be recorded.

4.
All claims for the acquisition of real property will be filed by the Accounting Section and accounted by that section as decreases in memorandum allotment accounts.  In preparing these claims the Accounting Section will prepare an extra copy of the Claim Schedule, STD. 218, for the benefiting agency and will attach copies of all invoices.  These copies of STD. 218 will be forwarded to the benefiting agencies after receipt by the Accounting Section of the Controller's Notice of Claim Paid, Form CO–I 02, and inclusive warrant numbers have been noted on the copy of STD. 218.

5.
Upon receipt of their copies of the Claim Schedule, STD. 218, the benefiting agencies shall record the expenditures in their accounts.  Entries to the property accounts will be made at the same time and from the same source that expenditures are reflected in the accounts.

6.
The records maintained by the Department of General Services will be memorandum records only.  Expenditures from these appropriations will not be reflected in expenditure statements of the Department of General Services.

7.  The benefiting agencies will be responsible for reconciling these appropriations with State Controller's Office accounts.

STATE BOARD OF CONTROL CLAIMS
8710

(Revised 8/98)

During the year, various claims for money or damages against the State are presented to and ruled upon at regular meetings of the State Board of Control.  The dates, places, and times of the meetings may be obtained by contacting the State Board of Control.

Each year the Budget Act contains certain appropriations to pay any claims approved by the State Board of Control.  These appropriations are summarized under one item of the Budget Act.  The State Board of Control will record on its agency books all expenditures from those State Board of Control appropriations.  There are other types of State Board of Control claims for which agencies may record entries.  They are legislative claims (also known as omnibus claims) which include:

1. Claims against the State,

2. Specific cash deficiencies (SAM Section 8072), and

3. Invoices payable from reverted appropriations for which no current appropriation exists for the same purpose.  See SAM Section 8422.7.

The above claims will be filed with the State Board of Control in accordance with their procedures.

Agencies will receive a Controller's journal entry if payment of the State Board of Control claim affects the agency's accounts or appropriations.
RECORD OF CREDIT CARDS
8711.1

(Revised 1/78)

Agency accounting officers will be responsible for maintaining a record of all airline company/travel agency credit cards received, issued, and returned by credit card number and name of employee.  It is the agency's responsibility to see that such credit cards are returned when employees cease to have need or authorization for them.

BILLING REQUIREMENTS
8711.2

(Revised 7/76)

Various billing formats are currently offered by airline companies and travel agencies, which include passenger name, card number, cost of ticket, issue date, class of flight, listing by cost center or major activity, etc.  The exact format used will depend on the needs of each agency and the capability of the airline company/travel agency.

Regardless of the form of billing that is used, State agencies must ensure that they provide adequate information so that they can be compared against the passenger's copy.  See SAM Sections 8711.3 and 8422.115.

VERIFICATION OF INVOICES
8711.3

(Revised 11/72)

It is the responsibility of the agency accounting office to verify invoices from transportation companies to determine that the transportation service was furnished and the rate charged is correct.  Verification that the service was furnished can be determined by comparing the transportation invoice with the passenger coupons received by the traveler and attached to his/her travel expense claim in accordance with Instruction 5(b) on the reverse side of STD. 262, Travel Expense Claim.  Rates should agree with regular published tariffs.  Air transportation tickets are subject to an eight percent Federal excise tax.  Also, all domestic air freight waybills are subject to a five percent Federal excise tax, except for excess baggage and exportation of property outside of the United States.  The excise tax is combined with the air fare or the air freight charge and shown on the ticket or waybill as one total.  See SAM Sections 8422.106–8422.116.

TORT LIABILITY PAYMENT PROCEDURE
8712

(Revised 3/89)

This section describes procedures related to tort liability arising from other than motor vehicles.  Procedures related to motor vehicle insurance, accidents, and suits are described in SAM Sections 2440 through 2464.

Chapter 1681, Statutes of 1963, added Division 3.6, "Claims and Actions Against Public Entities and Public Employees" to the Government Code.  This law established broad guidelines by which the State shall administer and pay tort liability claims.

In general, as the law pertains to the State of California, claims are presented to the State Board of Control and, if approved, are paid by the Department of Justice.  If a claim is not approved, the claimant may bring court action against the State agency involved or its officers or employees to obtain settlement.  If such action is brought, the head of the State agency concerned, upon recommendation of the Attorney General or other attorney authorized to represent the State, may settle, adjust, or compromise the claim under provisions of Section 948 of the Government Code.  The claim will then be paid by the Department of Justice.  Similarly, tort liability judgments against the State are also paid by the Department of Justice.

Each year, the Budget Act includes support for the administration, investigation, adjustment, defense, and payment of tort liability claims, settlements, compromises, and judgments against the State, its officers and employees or for the purchase of insurance protecting the State, its officers, and employees against such tort liability claims.  Judgments and/or costs of suit are not to be paid out of feeder funds.  A specific amount is appropriated from the General Fund to be available to the Department of Justice for agencies supported from that fund.  Unspecified amounts from each Special Fund sufficient for agencies supported from those funds are also appropriated.

The appropriation is made to the Department of Finance for expenditure or allocation at its discretion.  Accordingly, it has established the following concerning tort liability payments:

General Fund

The Department of Justice is authorized to pay claims approved by the Board of Control, claims pursuant to Section 948 of the Government Code (these are claims that have been denied by the Board of Control and have been settled by the Attorney General and approved by the agency), and judgments up to $35,000 in principal amounts without approval of the Department of Finance.

Department of Finance approval is required for all claims which exceed $35,000 in principal amount which have been approved by the Board of Control, claims settled pursuant to Government Code Section 948, or judgments awarded by the courts.  The $35,000 limitation applies to the principal only.  Court awarded interest and court costs, if any, are additional.

Each approved settlement or judgment whose principal exceeds $70,000 shall be paid from special appropriation legislation.

Special Funds

Department of Justice shall pay claims and judgments under the following conditions for all special fund agencies, except the Department of Transportation.

o
Up to $35,000 in principal amount for settlements made by the Board of Control.  Advance approval is given by Department of Finance.

(Continued)
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TORT LIABILITY PAYMENT PROCEDURE
8712

(Revised 3/89)

o
Settlements under Section 948 of the Government Code up to $35,000 in principal amount. Advance approval is given by Department of Finance.

o
Department of Finance approval will be required for each settlement in excess of $35,000 in principal amount.  Prior to Finance approval, the Department of Justice will have obtained assurance from the agency that funds are available.

o
Each approved settlement or judgment whose principal exceeds $70,000 shall be paid from special appropriation legislation.

Each special fund agency shall forward to the Department of Justice written authorization to pay tort liability claims.  These authorizations shall be effective until revoked.  They should be submitted in duplicate and should be in the following format:

AUTHORIZATION TO PAY TORT LIABILITY CLAIMS
AGAINST SPECIAL FUND
The (Department, Board or Commission) hereby authorizes the Attorney General to file a claim schedule with the Controller requesting payment of all claims approved by the Board of Control arising under Chapter 1681 of the Statutes of 1963 and of all settlements, adjustments, compromises of any pending actions concluded pursuant to Section 948 of the Government Code, or judgments pertaining to the activities of said agency and payable from the ___________ Fund; provided that prior to the filing of claims schedules the (Department, Board or Commission) will certify that funds are available.


       (Department Head)       
           (Date)

The Department of Justice will retain one copy of the authorization and forward the second to the State Controller.

The Department of Justice shall forward the Claim Schedule to the State Controller and retain an extra copy in a holding file.  Upon Justice's receipt of Notice of Claim Paid, the Claim Schedule in the holding file, along with a copy of Notice of Claim Paid, will be forwarded to the agency involved to notify them that a claim has been filed and paid.

Upon receipt of its copies of the Claim Schedule and Notice of Claim Paid the agency will account the claim as if the agency had filed it and account for the payment of the claim.  This accounting entry will be a consolidation of Std. Entries 4 and 6.  (Debit 9000 Appropriation Expenditure; Credit to 1140 Cash in State Treasury or 5570 Fund Balance–Clearing Account.)

An account entitled "Tort Liability Claim Expenditures" will be established in the subsidiary Allotment-Expenditure Ledger at the same time the above entry is made.  Since no specific appropriation was made to the agency, no entries will be made in the allotment, unliquidated encumbrances, or unencumbered balances.  The expenditure will be entered as an expenditure to keep the Allotment-Expenditure Ledger in balance with the General Ledger account.

Tort Liability Claim expenditures will be shown as a separate item at the end of agency budget reports.  Totals of all columns will precede this item.  It will be followed by a grand total of the expenditure column.

PLANS OF FINANCIAL ADJUSTMENT
8715

(Revised 3/87)

Plans of financial adjustment pursuant to Section 1l25l of the Government Code are divided into two types namely, (l) plans involving adjustments between appropriations of the same fund and (2) plans involving adjustments between appropriations of different funds.

Agencies will account the former type plans by making the following entries at the time of receipt of the Controller's Journal Entries and as of the dates of such documents:

Debit:
9000
Appropriation Expenditures (or other appropriate expenditure account)

Credit:
8100
Reimbursements (or other reimbursement account)

Agencies will account the latter type plans as follows:

1.
At time of requesting transfer:

Transferee Fund

Debit:
1312
Accounts Receivable–Reimbursements

Credit:
8100
Reimbursements

Transferor Fund

Debit:
9000
Appropriation Expenditures

Credit:
3010
Accounts Payable

2.
Upon Receipt of the Controller's Transfer:

Transferee Fund

Debit:
1140
Cash in State Treasury

Credit:
1312
Accounts Receivable–Reimbursements

Transferor Fund

Debit:
3010
Accounts Payable

Credit:
1140
Cash in State Treasury

SALES TAX
8720

(Renumbered 2/65)

Agencies that sell tangible personal property, regardless of the amount or frequency of such sales, are required to collect sales tax from the purchaser if the transaction is considered taxable as defined by rules and regulations of the Board of Equalization. Agencies that sell tangible personal property, whether considered taxable or not, are required to (l) obtain retailer's permits from the Board of Equalization, (2) file annual sales tax returns at the end of each fiscal year with the Board of Equalization, and (3) remit sales tax to that agency based upon a percentage of all taxable sales made within the reporting period. All sales made within a reporting period will be reported, regardless of whether payment was received during that period.

RETAILER'S PERMIT
8721

(Revised 3/87)

Retailer's permits will be obtained upon application to the Board of Equalization; no fee is required. If sales are made from several locations within an agency, they will be consolidated in a single return to the Board of Equalization and only one retailer's permit will be required. Agencies which annually report both sales and use tax will do so under the retailer's permit.

EXEMPT SALES
8722

(Revised 11/65)

Sales which are exempt from sales tax will be supported by exemption certificates, shipping documents, or other evidence of exemption. Exempt sales include (1) those made to the Federal Government, (2) sales made for the purpose of resale by the purchaser, (3) sales made in interstate commerce, and (4) sales of products used as food for human consumption or products sold as feed for animal life, the products of which ordinarily constitute food for human consumption. Tax does not apply to sales of any form of animal life of a kind the products of which ordinarily constitute food for human consumption, as for example, cattle, sheep, swine, baby chicks, hatching eggs, fish, and bees. Tax does apply, however to retail sales (including sales for breeding purposes) of any form of animal life not of such kind, as for example, cats, dogs, horses, mink, and canaries.

Sales of vehicles required to be registered under the Vehicle Code are not subject to sales tax. Typical of such vehicles are cars and trucks used in part or in whole upon public highways. The purchaser of the vehicle must pay the use tax to the Department of Motor Vehicles, acting for and on behalf of the Board of Equalization, when he requests that department to reflect the transfer of ownership in its records.

Sales to political sub-divisions of the State are subject to sales tax.

A transfer of tangible personal property between state agencies is not considered a sale since title to the property is not transferred from the State of California.
Any agency in doubt as to the application of sales tax will clear its questions with the headquarters office of the Board of Equalization, Department of Business Taxes.

ACCOUNTING FOR SALES TAX
8725

(Revised 3/87)

Accounting for sales tax by funds for other than Governmental Funds varies depending on the type of operation. The following instructions apply to Governmental Funds.

Sales tax, when billed or when collected, will be considered as an expenditure abatement to the appropriation available for state operations at the time of sale. The amount of sales tax billed or collected will be credited to Account No. 9000, Appropriation Expenditures, and to a separate sales tax allotment account which will be established in the Allotment-Expenditure Ledger.

At the end of each fiscal year, a claim will be prepared payable to the Board of Equalization for the amount of sales tax liability computed on the annual sales tax return. This claim also will include any use tax liability if the agency reports use tax annually. (See Section 8732.) The amount of sales tax liability will be charged to Account No. 9000, Appropriation Expenditures, and to the sales tax allotment account in the Allotment-Expenditure Ledger. (See Section 8733 for accounting amount of use tax liability.) The filing of this claim may result in a small debit or credit balance remaining in the sales tax allotment account. This is due to overages or shortages in individual amounts of tax collected in relation to the total sales tax liability for the the fiscal year. Agencies will not be required to submit budget revisions for small debit balances which may result in the sales tax allotment account after filing this claim.

USE TAX
8730

(Revised 4/71)

Agencies will report and pay to the Board of Equalization the amount of consumer's use tax due on purchases made from retailers who do not maintain a place of business in this State or who do not hold certificates of authority to collect use tax.

The Board of Equalization requires agencies to make a sales and use tax return only at the end of each fiscal year covering transactions for that year. However, agencies that have a large volume of transactions subject to the consumers use tax may make consumers use tax returns more frequently, if they desire, provided they so advise the Board of Equalization and obtain a separate Consumer's Use Tax Permit. No fee is charged for a Consumer's Use Tax Permit. Requests for a permit, permission to make more frequent returns, and inquiries pertaining to the application of the consumers use tax should be addressed to the Board of Equalization, Department of Business Taxes, Sacramento. Purchases made for several locations within an agency will be consolidated into a single return to the Board of Equalization under one Consumer's Use Tax Permit.

The Board of Equalization will send tax returns in duplicate to those agencies reporting use tax that have been assigned either a Retailer's Permit or a Consumer's Use Tax Permit, as follows:

1.
Those agencies annually reporting sales and use tax applicable to only one location will receive Combined State, Local, and District Sales and Use Tax Return, Form BT–401A.

2.
Those agencies annually reporting sales and use tax applicable to more than one location will receive combined State, Local, and District Sales and Use Tax Return, Form BT–401C. (See SAM Sections 8734.1 and 8734.3.)

3.
Those agencies reporting only use tax will receive Combined State, Local, and District Consumer Return, Form BT–401E.  (See SAM Section 8734.3.)

Additional forms may be obtained from the Board of Equalization upon request. If the proper schedules are not being received, the Board of Equalization should be notified.

RECORDING DATA USED TO DETERMINE CONSUMER'S USE TAX
8731

(Revised 3/15/74)

Agencies will identify payments subject to the consumer's use tax by entering on the line containing such a payment an asterisk immediately to the left of the "Amount Claimed" column on the Claim Schedule, STD. 218. If the Claim Schedule is to reimburse an agency's revolving fund, the asterisk will be entered after the applicable item on the adding machine tape of revolving fund invoices accompanying the Claim Schedule. The total net purchase price of all items in the Claim Schedule subject to consumer's tax will be entered in the box entitled "Total Subject to Use Tax $_____."

The amount of consumer's use tax payable will not be included in the total claimed as shown on the Claim Schedule, STD. 218.

For each claim schedule containing vendors' invoices subject to the tax, agencies will add to a Consumer's Use Tax Invoice the Claim Schedule number, the Claim Schedule date, the county to which the tax is due, and the total net amount (purchase price) subject to taxation by that county.  (The Consumer's Use Tax Invoice is shown as 8731 Illustration. Agencies will reproduce it in sufficient quantities to meet their needs since it is not stocked by Central Stores.) The Consumer's Use Tax Invoice will be prepared in duplicate and need not be typed. The fund and appropriation from which the payment will be made and the consumer's use tax reporting period must be shown on each Consumer's Use Tax Invoice. A separate Consumer's Use Tax Invoice will be required for each fund and appropriation and reporting period concerned. The amount of the tax due will not be computed by the agency and shown on each Consumer's Use Tax Invoice.

The original and duplicate copy of copies of Consumer's Use Tax Invoice will be retained by the agency until such time as a Combined State and Local Consumer Use Tax Return is filed.  (See SAM Section 8732.)

(Continued)
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RECORDING DATA USED TO DETERMINE CONSUMER'S USE TAX
8731

(Revised 3/15/75)

If a vendor's invoice to which the use tax applies was overlooked at the time of scheduling the vendor's invoice for payment, a supplementary Consumer's Use Tax Invoice for each fund and appropriation and reporting period concerned will be prepared as described above. In addition, a supporting schedule to the supplementary Consumer's Use Tax Invoice will be prepared which will indicate the name of the vendor, the invoice number, and the number of the warrant used in payment of the vendor's invoice. The supplementary Consumer's Use Tax Invoice and its supporting schedule will be placed on top of the other Consumer's Use Tax Invoices when the Claim Schedule is submitted to the State Controller for payment of the tax to the Board of Equalization.

PAYMENT OF CONSUMER'S USE TAX
8732

(Revised 4/71)

Consumer's Use Tax Invoices, will be scheduled for payment of consumer's use tax to the Board of Equalization by the agency simultaneously with the preparation of the Combined State, Local, and District Consumer Use Tax Return, Form BT–401E, in duplicate. A separate Claim Schedule will be filed for each fund and appropriation from which such payment will be made. Agencies will not submit copies of Consumer's Use Tax Invoice to the Board of Equalization.

The Claim Schedule, with the original copy of Form BT–401E, enclosed in a remittance advice envelope, will be submitted to the State Controller's Office. Agencies will prepare as an additional enclosure a list of vendors, including name and address, from which frequent purchases are made which are subject to use tax. The agency's duplicate copies of Consumer's Use Tax Invoice will be attached to the agency's copy of the Claim Schedule. Agencies will enter the number of the Claim Schedule on their copy of the tax return.

If more than one Claim Schedule is submitted to pay the total tax due, the Form BT–40lE will be placed in a remittance advice envelope attached to one of the Claim Schedules. A special mailing request stating substantially "Please mail warrant in payment of our Claim Schedules numbers _____, ______, and ______, with the Form BT–401E accompanying Claim Schedule number ______"  will be attached to the remittance advice envelope accompanying each of the related Claim Schedules. All Claim Schedules requesting payment of use tax due relating to a Form BT–401E will be clipped together and a note attached by the agency requesting that the Claim Schedules be kept together until after audit by the State Controller's Office.

ACCOUNTING FOR USE TAX
8733

(Renumbered 2/65)

Consumer's use tax paid to the Board of Equalization for operating expenses and equipment items purchased from support appropriations will be accounted in the Allotment-Expenditure Ledger as "General Expense" of the same appropriation as that from which the item was purchased, except that an agency may account use tax on equipment items as an expenditure against the equipment allotment instead of "General Expense" if use tax on equipment purchases is significant in amount.

STATE ADMINISTERED UNIFORM LOCAL SALES AND USE TAXES APPLICATION
8734.1

OF STATE-ADMINISTERED UNIFORM LOCAL SALES TAXES TO STATE AGENCY SALES
(Revised 12/90)

Agencies making sales of tangible personal property are required to report and pay to the Board of Equalization the 1% uniform local sales tax on sales made. Agencies making sales from more than one location should obtain sub-permits for each location from the Board of Equalization. If sales take place at more than one location, the local tax must be apportioned to the appropriate counties on Schedule C of Form BT–40lC. (See SAM Section 8734.5.) Consequently, it is necessary for each agency to maintain a record of sales for each sales location.

The tax reimbursement to be added to sales prices of tangible personal property sold will consist of the 1% uniform local sales tax and the appropriate district transactions tax and the combined state and county sales tax.
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APPLICATION OF STATE-ADMINISTERED UNIFORM LOCAL USE TAXES
8734.3

(Revised 4/71)

Agencies will report to the Board of Equalization and pay the 1% local use tax applicable to such purchases in the same manner as prescribed for reporting the state use tax. The local use tax must be reported to the Board by county where the property is used. The tax due for each county, as shown on Schedule E, BT–401E, will be determined by obtaining the sum of purchase prices for each county from the individual entries listed on the Consumer's Use Tax Invoice (See SAM Section 8731.) and multiplying these sums by the 1% tax rate.

ACCOUNTING AND REPORTING STATE ADMINISTERED UNIFORM LOCAL
8734.5

SALES AND USE TAXES 

(Revised 12/90)

The procedures prescribed for accounting, claim preparing, reporting, and paying the state sales and use taxes also are applicable to the state-administered uniform local sales and use taxes (See SAM Sections 8720–8733.). Agencies reporting local tax on sales made or property used at multiple locations will allocate the local tax to the places of sales or places on Schedule C, Form BT401C (State, Local and District Sales and Use Tax Return).

Agencies that do not have multiple sales locations will allocate the local tax, for incidental sales and for purchases made in locations other than the permit location, to the county of use on Schedule B Form BT401C (State, Local and District Sales and Use Tax Return),or Schedule E, Form BT401E (State, Local and District Consumer Use Tax Return). Sales or purchases made at the permit location will be entered on line B2 or E2 at the bottom of Schedule B or Schedule E.

Local use tax which cannot be readily identified by county or which should be distributed statewide will be entered after the last county listed on Schedule B or E and will be identified as "Statewide 5999." 

Agencies filing invoices for the local use tax due in the same Claim Schedule as the vendor's invoice to which the tax applies will use Consumer's Use Tax Invoice as prescribed in SAM Section 8731.

STATE-ADMINISTERED DISTRICT TRANSACTIONS (SALES) AND USE TAXES
8735

(Revised 12/90)

Numerous counties have enacted ordinances establishing special taxing districts that impose 1/2% transactions (sales) and use taxes on the sales and/or purchases of tangible personal property in or for use within the district. Counties have been given authority, under various pieces of legislation, to establish a district for transportation, jails, and for other governmental services.  See SAM Section 3574.3

APPLICATION OF STATE-ADMINISTERED DISTRICT TRANSACTIONS (SALES) TAX 
8735.1

STATE AGENCY TO SALES

(Revised 12/90)

After the operative date of the district taxing ordinance, agencies making sales of tangible personal property within the district for use within the district will collect the appropriate amount of transactions and use tax from the consumers. Agencies making sales of tangible personal property from locations in one county that are delivered into counties that have these district taxes are required to report and pay to the Board of Equalization the transactions and use tax that is applicable in the county where the delivery is made.

Delivery charges subject to the state sales tax are also subject to the district transactions tax. This district tax does not apply to contracts of sale for a fixed price agreed to and executed before the operative date of the ordinance if neither party has the unconditional right to terminate the contract.

The tax reimbursement to be added to sales prices of tangible personal property sold within the district will consist of the appropriate district transactions tax, the 1% uniform local tax, the 1/4% county transportation tax, and the state sales tax.

APPLICATION OF STATE-ADMINISTERED DISTRICT USE TAX
8735.2

(Revised 12/90)

After the operative date of the district taxing ordinance, agencies will report to the Board of Equalization and pay the approximate district use tax applicable to purchases in the same manner as prescribed for reporting the state use tax. The district use tax is applicable to purchases of tangible property to be used within the district, but purchased from vendors located outside the district who do not hold certificates of authority to collect use tax. The district use tax does not apply to contracts of sale for a fixed price agreed to and executed before the operative date of the ordinance if neither party has the unconditional right to terminate the contract.

APPLICATION OF STATE-ADMINISTERED DISTRICT USE TAX TO PURCHASE FOR 
8735.3

TEMPORARY STORAGE

(Revised 5/94)

State-administered transit district use tax does not apply to storing, keeping, retaining, processing, fabricating or manufacturing of tangible personal property for subsequent use solely outside the State or for subsequent use solely outside the district imposing a use tax. The tax does apply when purchases are withdrawn from storage for use within the rapid transit district.

ACCOUNTING AND REPORTING STATE-ADMINISTERED DISTRICT TRANSACTIONS
8735.4

(SALES) AND USE TAXES

(Revised 12/90)

The procedures prescribed for accounting, claim preparation, reporting and paying the state sales and use taxes also are applicable to the state-administered district transactions (sales) and use taxes.  See SAM Sections 8720 through 8733.

PERSONAL PROPERTY TAX
8736

(New  3/77)

Effective August 19, 1975, Management Memo 75–31 set forth the state's policies and procedures regarding payment of personal property tax liability.  As pointed out, that liability is generally not the responsibility of the State.

The State is exempt from property taxation under California Constitution Article XIII, Section 3(a).  Any obligation for property tax on state leased equipment would exist, if at all, only as a result of an express provision of the lease agreement.  Payments would not be made directly to taxing authorities, if the lease obligation existed but would be limited to reimbursing the lessor for actual tax payments which the lessor could prove had been made.

A review must be made of each individual lease under which reimbursement of property taxes is claimed to ascertain whether reimbursement should be made.  Provisions in a lease adding "applicable state and local taxes" to the monthly rental relate to sales and use taxes and do not encompass personal property taxes.

Any lease clause, such as those on lessor order forms or other documents extraneous to the approved lease, which purports to require the State to reimburse the lessor for personal property taxes is not a valid basis for reimbursement unless the order form or document was included in the lease when approved or has been executed by the State and approved in the same way as the original lease.

If a copy of a personal property tax bill is received, the bill should be forwarded for payment to the lessor named in the bill.  (See 0736 Illustration.) No payment should be made by the State.  If, after payment of the taxes, the lessor submits a properly documented claim for reimbursement and the lease so provides, the lessor can be reimbursed for the taxes applicable to the lease term.

In some instances personal property tax bills will be received on equipment which was on lease but which was purchased by the State prior to the tax lien date of March 1st.  In such a case the property would be tax exempt and the bill should be returned to the taxing authority with a letter notifying it of the change in ownership.  Such notice should include the date on which the state's purchase was made.

FEDERAL USE TAX ON CIVIL AIRCRAFT
8737

(New  10/79)

The Airport and Airway Revenue Act of 1970 imposes an annual tax on the use of all taxable civil aircraft.  Aircraft owned by the State, including helicopters, are taxable civil aircraft.  Aircraft of the National Guard are not considered taxable civil aircraft.  Each State agency who operates aircraft is liable for this tax and is responsible for filing their own tax return.

The yearly taxable period begins on July 1 and ends the following June 30 for taxable civil aircraft in use during the reporting period.  The tax return is filed on a Federal Use Tax Return on Civil Aircraft, Form 4638.  The return is due on or before the end of August.  If an additional aircraft is put in use after July, an additional return is due before the end of the month following the one in which that aircraft is first used.  The return is filed with the Internal Revenue Service, and forms are available from any Internal Revenue office.  If a return was filed in the prior taxable period, a pre-addressed form should be received by mail for filing in the current taxable period.

Additional information on this tax is contained in Federal Publication 582, Federal Use Tax on Civil Aircraft, which is available from the Internal Revenue Service.

To Lessor:

This office received the attached copy of your personal property tax bill for the equipment leased by the State and installed at the location indicated.  If you have not already received the original of this bill, the enclosed will serve as notice of the amount due.

Since the State is not subject to local property taxation, you are responsible and must pay directly any amounts assessed against equipment owned by your company in order to avoid the delinquencies and penalties recited in the bill.  The state's equipment leases do not usually provide for separate reimbursement of personal property taxes.  However, if you believe your lease on the subject equipment contains provisions for reimbursement, a claim for the amount of the taxes paid by you should be submitted in accordance with the applicable billing procedure.  The claim should include a copy of the tax bill, the receipt in payment of the tax bill or other acceptable evidence of payment, and identification of the lease provisions or other basis obligating the State to make reimbursement.  Provisions in a lease adding "applicable state and local taxes" to monthly lease payments or unapproved provisions on lessor order forms relating to tax payments do not afford a basis for reimbursement of property tax payments.

Sincerely,

BILLING FOR SERVICES OF EMPLOYEES PAID ON MONTHLY BASIS 
8740

(Revised 2/98)

Below is the formula for determining hourly rates when departments bill for services of employees paid on a monthly basis on or after January 1, 1998.  The number of hours to be deducted for Saturdays, Sundays, holidays, and the state contribution for staff benefits is provided.  Vacations, sick leave, informal time off, bereavement leave, jury duty leave, military leave, and annual leave will be compiled and averaged by the department for this computation.  Based on this formula departments will bill only for those hours actually worked 1/.  However, the formula does not include an amount for such costs as identifiable operating expenses incurred in rendering the service, charges for other than incidental use of equipment, overhead, and other costs.  Such costs will be included in billing for services in accordance with SAM Sections 8752.1 and 8758.

TOTAL TIME FOR CALENDAR YEAR
365 days x 8 hours

2,920 hrs.

DEDUCTIONS


Sundays




52x8hrs.

416 hrs.


Saturdays



52x8hrs.

416 hrs.


Holidays:



January 1

1
1st Monday in September
1



3rd Monday in January
1
2nd Monday in October
1



February 12

1
November 11
1



3rd Monday in February
1
Thanksgiving Day
1



Last Monday in May

1
November 27
1






December 25
1






Floating Holiday
2







   13.0    x 8 =
104 hrs.

Vacation/Annual Leave Taken (average)
Combined Absences
(Sick Leave Taken, Bereavement,
Informal Time Off, Jury Duty Taken,
Military Leave Taken) (Averages)
Statewide data is not available. The information for this 
calculation must be compiled by the department based
on their previous experience and expertise.  Make sure
that both vacation/annual leave and combined absences 
are used to reflect the average hours.


Total Deductions  (include all amounts calculated under "Deductions")

Total Actual Working Time Per Year1/  (2920 hrs. less "Total Deductions")
Total Actual Working Time Per Month2/  ("Total Actual Working Time Per Year" divided by 12)
STATE PERCENTAGE CONTRIBUTIONS FOR STAFF BENEFITS  (effective January 1, 1998)

Employee's Retirement
11.27

OASDI
7.65

Health, Vision, and Dental Benefits
8.56
         Total Percent
27.483/
FORMULA FOR CALCULATING HOURLY BILLING RATE:

Monthly Salary Rate x 1.2748  

= hourly rate
Total actual working time per month

or

1.2748


= (?) x Monthly Salary Rate = Hourly Rate

Total actual working time per month

(Continued)

(Continued)

BILLING FOR SERVICES OF EMPLOYEES PAID ON MONTHLY BASIS
8740

(Revised 2/98)
1/
Workers' Compensation, Industrial Disability, Unemployment Compensation, and Life Insurance benefits are not included as factors in the formula for computing hourly billing rates in this section since such expenses can vary substantially among departments. Departments, however, will include Workers' Compensation, Industrial Disability, Unemployment Compensation, and Life Insurance benefits in billing for services in accordance with SAM Sections 8752.1 and 8758.

2/
This number of working hours per month is not appropriate for employees in classes not expected to work 2,000 hours per year, less vacation and sick leave, such as college instructors. In such instances, an estimate of actual working time per month or year, considering average holidays, vacation, and sick leave, should be used. For example, billing rates for academic year employees would be computed on the basis of the number of workdays in a year less the average of sick leave usage. (Holidays and vacation are not considered in this instance since they are considered in determining the number of working days.)


Formula:
Annual Salary Rate x 1.2748 3/

= Daily Rate




Working Days per Year - Average Sick Leave

                                  or

Annual Salary Rate x 1.2748 3/
= Hourly Rate 

8 (Working Days per Year - Average Sick Leave)

3/
The 27.48 percent rate is applicable only to employees who are miscellaneous members of the Public Employees' Retirement System.  For those state employees who are not miscellaneous members, but who still belong to Social Security, their appropriate retirement contribution rate will be substituted for the 11.27 percent rate.  Those employees who are not miscellaneous members and who as a group do not belong to Social Security will include their appropriate retirement rate and health and dental benefits rate.  For example, the appropriate total rate for members of the Teachers' Retirement System is 21.06 percent consisting of (1) 12.50 percent paid for retirement contributions from the appropriations of the employing departments and (2) 8.56 percent for health, vision, and dental benefits.  This 21.06 percent figure will be used in lieu of the 27.48 percent figure shown above.  State departments with employee members of both Public Employees' Retirement System and State Teachers' Retirement System may use a composite employer contribution rate, based on department experience.  Also, any department may use other rates for OASDI and health, vision, and dental benefits if more accurate rates can be determined from the actual experience of their operations.

REFUNDS OF GASOLINE TAX TO STATE AGENCIES

GENERAL
8745.1

(Revised 2/83)

Sections 8101/8107 of the Revenue and Taxation Code provide for refunds of the State motor vehicle fuel tax to purchasers who use such fuel for certain nonhighway purposes. Refunds are at the rate of seven cents per gallon through December 1982 and nine cents per gallon of fuel purchased January 1, 1983 or later, except with respect to aircraft where the refunds are at the rate of five cents per gallon. "Motor vehicle fuel" includes gasoline or similar inflammable liquid which is used in an explosion type of engine, but does not include diesel, kerosene, or liquified petroleum gas.

Gasoline tax refunds will be claimed when substantial quantities of fuel are used in equipment (except boats) of the following two categories:

1.
Equipment not required to be licensed for highway use by the Department of Motor Vehicles such as tractors, aircraft, lawnmowers, farming equipment, etc., and engines used for pumping, air compressing, auxiliary power units, etc.

2.  Equipment licensed for highway use but which is substantially used off the highway such as dump trucks, fire trucks, pickups, etc. Records and documents needed to support refund claims on fuel for motor vehicles which are used both on and off the highway and which is purchased from vendors' pumps may make such claims uneconomical.

RECORDS
8745.2

(Revised 5/71)

Original fuel purchase invoices must be submitted with the refund claim. The following records will be maintained to support the gasoline tax refund claimed:

1.
Agency issue tags or requisitions for fuel pumped from the agency's storage tank. These documents will show the date the fuel was placed in the equipment, identification of the equipment, and gallonage.

2.
Trip tickets and working papers showing calculations based on reasonable data to support quantities of fuel used in motor vehicles operated both on and off the highway.

In cases where the fuel is delivered directly into equipment tanks by the vendor, the original invoice will constitute the usage record. Where the fuel is delivered by the vendor in drums or into an agency storage tank, issue tags and trip tickets or calculations are the usage records and will support the applicable original invoice.

REFUND CLAIMS
8745.3

(Revised 10/66)

Gasoline tax refund claims are administered by the State Controller's Division of Tax Collection and Refund and are subject to audit by the office. State Controller's Form SCGR–I must be used. Agencies will file claims at least annually since the law provides that a claim must be filed within thirteen months of the date fuel was purchased. Gasoline tax refund claims will be supported by original invoices. Monthly or other periodic billings covering several purchases will not be accepted in support of the refunds. When a claim for refund of motor vehicle fuel taxes is to be filed, the original invoice will be used to support this claim and a duplicate invoice used to support the claim to pay the vendor's bill. The duplicate invoice will bear the notation "Original invoice retained for use in filing claim for refund of motor vehicle fuel taxes." This procedure is acceptable to the State Controller's Office. The agency may prepare a third copy of the invoice for its files.

Since tax refunds on fuel used to operate aircraft are payable from the Aeronautics Fund, separate claims will be filed requesting such refunds.

All documents pertaining to the refund claim will be retained for audit for a period of four years after the refund claim is filed.

ACCOUNTING FOR REFUNDS
8745.4

(Renumbered 2/65)

The refunds will be abated to the appropriation current for the period of usage for which the claim is being filed.

FEDERAL MOTOR VEHICLE FUEL TAX
8745.5

(Renumbered 2/65)

The state is exempt from Federal Excise Tax on motor vehicle fuel.

CONTINGENT REFUNDS UNDER AGREEMENTS FOR INSTALLATION OF UTILITY 
8750
SERVICE LINES 

(Revised 6/85)

It is common in agreements with utility companies for installation of service lines to provide for refunds to the state in the event that other customers later be connected to the utility line serving the state agency. The right of refund is usually for a ten-year period and is limited to the total amount of the payment under the agreement.

Accounting control over these contingent receivables will be maintained in memorandum accounts of the agency. When such agreements are negotiated, the contingent receivable will be recorded in the accounts for the total amount of the installation cost as set forth in the contract. Copies of the agreements can be filed as the subsidiary detail of the contingent receivables account.

The Office of the State Architect will furnish the agency a copy of each agreement providing for refunds negotiated by that office in connection with the construction contracts.

Contingent receivables will be recorded in memorandum accounts by the following entry:

Dr. 1380
Contingent Receivable

Cr. 5390
Other Reserves

Refunds received during the term of the agreement will be remitted to the State Treasury as abatements to the appropriation from which the installation cost was paid, or if that appropriation has reverted, as refunds to reverted appropriations. At the time the abatements are recorded, entries will be made to reduce the balances in Accounts No. 2331 and 5200 and the above memorandum accounts.

Upon expiration of the agreement the agency will check with the utility company to determine whether it is entitled to any further refund. Then any unrefunded balance will be canceled by debiting Other Reserves and crediting Contingent Receivable.

CONTINGENT AND REAL LIABILITIES
8751

(Revised 2/98)

A contingent liability is defined as an obligation relating to a past transaction or event that may be payable in the future.  The distinction between a real liability and a contingent liability depends on the certainty of the payment to be made.  A real liability exists when it is probable that the payment will be made.  A contingent liability exists when it is only possible that the payment will be made.

Real liabilities payable from an existing appropriation must be recognized at year-end even though the amount may be estimated in whole or part.  Real liabilities not properly payable from an existing appropriation will be reported as payable from a future appropriation.

A statement of all contingent liabilities and liabilities payable from a future appropriation will be prepared at year-end.  These liabilities will be reported in Statement No. 22, Statement of Contingent Receivables and Contingent Liabilities.  See SAM Section 7979.  Agencies will establish appropriate memorandum accounts as a record of these liabilities.

FULL COST RECOVERY POLICY
8752

(Revised 5/95)

The state policy is for departments to recover full costs whenever goods or services are provided for others (Requirements for General Fund departments are included in Government Code Sections 11010 and 11270).  This policy, which applies to all departments regardless of funding sources, is to be followed in all cases except where statutes prohibit full cost recovery.

The full cost of goods or services includes all costs attributable directly to the activity plus a fair share of indirect costs which can be ascribed reasonably to the good or service provided.  SAM Section 8752.1 contains a discussion of the cost elements to include.

COST ELEMENTS INCLUDED
8752.1

(Revised and Renumbered from 8755.1 6/85)

Include the following costs in charges for goods and services:

Department direct costs,

Department indirect (overhead) costs, and

Central service costs.

1.  Department direct costs are those which can be identified specifically with a particular cost objective, such as:

a.
Personal service costs incurred in meeting the cost objective (personal service costs will include the fringe benefit factors prescribed in SAM Section 8740).

b.  Operating expenses and equipment costs incurred in meeting the cost objective, such as the cost of contracts, travel expenses, etc.

2.  Department indirect costs (overhead) are those support costs which usually benefit more than one cost objective/organizational unit. These costs are accumulated and assigned periodically to the cost objective/organizational units which benefit from the support activity/function. In some accounting systems, department indirect costs are assigned to cost objectives/organizational units by predetermined rates. Departmental indirect costs include:

a.  Personal services costs of unit, bureau, division, and department administrative, supervisory, and executive staff.

b.
Personal services costs of support units, including clerical support, housekeeping, etc.

c.  Operating expenses and equipment costs not included as part of department direct costs.

3.
Central service costs are costs incurred by central service departments (e.g., Department of Finance, State Controller, State Personnel Board, etc.) for the benefit of all state departments.  See SAM Section 8753 for more information on central service costs.

CENTRAL SERVICE COSTS
8753

(Revised 3/90)

Central service costs are those amounts expended by central service departments and the Legislature for overall administration of state government and for providing centralized services to state departments. These functions are necessary for state operations and are centralized to provide efficient and consistent statewide policy and services. Central service departments are:

Department of Finance
Department of Justice

State Controller's Office
Agency Secretaries

State Treasurer's Office
Auditor General

State Personnel Board
Legislature

Department of Personnel Administration
California State Library

Board of Control
Health Benefits For Annuitants

Office of Administrative Law


(Continued)
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CENTRAL SERVICE COSTS
8753

(Revised 3/90)

Central service costs are funded by General Fund appropriations made to each central service department. The central services benefit all funds/departments. For equity, Government Code Sections 11270–11277 and 22828.5 provide for the sharing of central service costs by funds other than the General Fund. This cost sharing process is titled formally as "General Administrative Costs" but is known more commonly as "pro rata". A full description of pro rata is contained in Section 8754.

In addition to administering the pro rata central service costs sharing, the Department of Finance, Fiscal Systems and Consulting Unit (FSCU), prepares a Statewide Cost Allocation Plan (SWCAP) each year. SWCAP is a cost allocation plan which distributes central service costs to all departments. SWCAP contains only those central services which the Federal Government holds to be allowable for Federal funding purposes. Therefore, differences exist in the central service costs contained in the two plans as discussed in the following sections.

The central service functions included in pro rata and SWCAP are listed below:



Central Service Plans


Pro Rata
SWCAP

Central Service Function
Only
Only
Both

Finance:

Audits
X

Budgets
X

Office of Information Technology
X

California Fiscal Information System (CFIS)
X

California Accounting and Reporting System (CALSTARS)
X

Controller's Office:

Accounting
X

Claims Audits
X

Payroll
X

General Disbursements
X

Field Audits
X

Retirement Warrants
X

Personnel /Payroll Systems and Development
X

Controller County Cost Plan
X

Treasurer's Office:

Investment
X

Banking
X

Cash Management and Trust Services*
X
X

Personnel Board
X

Personnel Administration
X

Board of Control
X

Administrative Law
X

California State Library
X

Health Benefits for Annuitants
X

Secretary-Health and Welfare
X

Secretary-Youth and Adult Corrections
X

Secretary-State and Consumer Services
X

Secretary-Business, Transportation, and Housing
X

Secretary-Resources
X

Auditor General
X

Justice
X

Legislature
X

*
Beginning in 1990–91 FY, Cash Management function is in both pro rata and SWCAP, and Trust Services is in pro rata only.

(Continued)

(Continued)

CENTRAL SERVICE COSTS
8753

(Revised 3/90)

The costs of the above central services are apportioned on the basis of services provided. To do this, FSCU determines the most appropriate workload base for each central service. Actual workload units are accumulated for each department; central service costs are then apportioned to the recipient departments/funds on the basis of these workload units.

GENERAL ADMINISTRATIVE COSTS (PRO RATA)
8754

(Revised 3/90)

From here on, General Administrative Costs will be referred to as pro rata. As mentioned in Section 8753, pro rata is the sharing of general funded central service costs by funds other than the General Fund.

In this process, the cost of each central service is apportioned first to all departments. Next, each department's total central service costs are allocated to the department's funding source(s).

FSCU classifies funds as nonbillable or billable. In general, nonbillable funds are those whose funding source is the General Fund or a Federal Fund. By contrast, billable funds are funded by special revenue sources such as fees, licenses, penalties, assessments, etc.

FSCU calculates pro rata costs for all funds, billable and nonbillable. The total pro rata cost information is supplied to departments so that full departmental/program costs can be determined. Full cost information is particularly important when nonbillable funding sources provide and recover full costs for reimbursable services. See Section 8756 for more information on the State's full cost recovery process.

The Department of Finance certifies each year's pro rata costs to be charged to billable funds prior to the start of each fiscal year. The certification is made to the State Controller's Office (SCO). SCO notifies each department of the impending billable pro rata costs for each of its billable fund(s). Departments have thirty days from the SCO notification date to request deferment of pro rata charges. Departments will send all deferment requests to the SCO. The SCO will transmit one copy of the department's deferral request to the Department of Finance, FSCU, and will defer any transfer of pro rata charges until a decision has been made on the deferral request.

Pro rata assessments against billable funds are paid by SCO transfers. The SCO makes transfers of one-fourth of each assessment at the midpoint of each calendar quarter from the billed funds to the General Fund.

Any questions concerning pro rata should be referred to Fiscal Systems and Consulting Unit (FSCU), Department of Finance.

STATEWIDE COST ALLOCATION PLAN (SWCAP) 
8755
(Revised and Renumbered from 8753.1 6/85)
SWCAP, like pro rata, is a "fair share" distribution of central service costs. SWCAP includes only those central services costs which the Federal Government holds to be allowable for Federal funding purposes.

FSCU prepares California's SWCAP in the fall of each year for the ensuing fiscal year. FSCU sends the SWCAP to the Federal Department of Health and Human Services (DHHS) for approval. DHHS approval authorizes state departments to include SWCAP in their charges for work performed under Federal grants and contracts.

The methods used to apportion SWCAP costs to departments are identical to those used to apportion pro rata central service costs.

DEPARTMENTAL PROCESS
8755.1

(Revised 3/90)

Each department which receives Federal funds has the responsibility to:

o
File an Indirect Cost Rate Proposal (ICRP) with the Federal Government.  The plan should be sent first to the Department of Finance, FSCU, for review and approval.  Indirect cost rate recoveries are discussed fully in Section 8755.2;

o
Recover full costs (including SWCAP costs); and

o
Transfer SWCAP recoveries to the General Fund.

INDIRECT COST RATE RECOVERIES
8755.2

(Revised 3/90)

An Indirect Cost Rate Proposal (ICRP) establishes the basis by which the department recovers full costs associated with programs/activities.  Departments may substitute Cost Allocation Plans (CAPs) for ICRPs with the approval of the Federal Government.  Section 8756 describes these processes in more detail.  Departments will send their ICRPs or CAPs to FSCU for review and approval prior to sending them to the cognizant Federal agencies for approval.  Federal agency cognizance is usually assigned to that agency which grants the most Federal funds to the State department.

To further the State's full cost recovery objective, Government Code Sections 13332.01–13332.02, require departments to recover SWCAP costs from the Federal Government and to transfer the SWCAP recoveries to the General Fund within 30 days after the end of each quarter. Therefore, it is important that departments prepare ICRPs annually and be familiar with all aspects of full cost recoveries and the transfers of SWCAP recoveries to the General Fund.

The departments will request the State Controller's Office to transfer SWCAP recoveries.  The transfer request will contain the following
:

o
SWCAP amount to be transferred;

o
Time period the recovery spans;

o
Account the recovery is to come from;

o
Total budgeted SWCAP recoveries for the current fiscal year;

o
Total SWCAP recoveries transferred to date for the fiscal year;

o
Total SWCAP recoveries to be transferred by current fiscal year-end;

o
Total SWCAP recoveries transferred for prior fiscal year; and

o
Person (and phone number) to contact if there are any questions.

In addition, the request must contain a certification that the transfer is accurate and in accordance with the department's approved cost recovery plan.  The certification must be signed by the departmental accounting office manager.  The original and two copies of the transfer request must be sent to the Department of Finance budget analyst for approval.  After approval, the Finance budget analyst will forward the original copy of the request to the State Controller's Office.  A copy of the approved request is forwarded to FSCU.  See sample transfer request in 8755.2 ILLUSTRATION.

State of California

M E M O R A N D U M

Date:
January 30, 1990


To:
State Controller's Office



Division of Accounting


From:
Department of Alcohol and Drug Programs


Subject:
STATEWIDE INDIRECT COST RECOVERIES

First, in accordance with our approved Indirect Cost Rate Proposal, we have collected $30,750 from the Federal Government for the quarter ending December 31, 1989 for SWCAP costs for the 1989–90 fiscal year (FY).  These recoveries are based on a provisional rate and are subject to adjustment upon approval of a final rate.


DEBIT:
Alcohol Program



890000–4200–84–001–10
$12,600



Drug Program—Support



890000–4200–84–331–20
18,150


CREDIT:
General Fund



Statewide Indirect Cost Recoveries
$30,750

Secondly, the departmental summary of statewide indirect cost recoveries are, as follows:

(
Total budgeted SWCAP recoveries for 1989/90 FY
$123,000

(
SWCAP recoveries transferred to date (1989/90 FY)
$ 61,500

(
Total 1989/90 FY SWCAP recoveries to be transferred by June 30, 1990
$123,000

(
Total 1988/89 FY SWCAP recoveries transferred by June 30, 1989
$100,000

I hereby certify under penalty of perjury that this transfer request reflects true and correct amounts in accordance with our approved indirect cost rate.

If you have any questions, please call Jane Doe at 445–1111.


Department of Finance Approval


By:
____________________


(Accounting Officer's Signature)
Title:
____________________

John Smith

Accounting Officer
Date:
____________________

cc:  DEPARTMENT OF FINANCE, FISCAL SYSTEMS AND CONSULTING UNIT

INDIRECT COST RATE PROPOSAL
8756

(Revised 3/90)

Department or program costs can be categorized into three types:

(See Section 8752.1 for descriptions of these costs.)

o
Direct;

o
Departmental indirect; and

o
Central service.

Indirect costs (both departmental and central service) are generally assigned to a program or organizational unit by an indirect cost rate or by some other cost application technique. Indirect cost rates are usually expressed as percentages.  These percentages express the relationship of the sum of departmental indirect and central service costs to a direct cost base.  Commonly used direct cost bases include direct salaries and wages costs, direct personal services costs, or total direct costs.  The aggregation of all costs (direct, indirect, and central service), the analysis of cost relationships, and, finally, the computation of rate(s) are the basic steps involved in developing an Indirect Cost Rate Proposal (ICRP).

FEDERAL INDIRECT COST RATE PROPOSAL (ICRP)
8756.1

(Revised 9/91)

Each department that receives Federal funds must prepare an ICRP.  The ICRP should be prepared in accordance with the principles in "A Guide for State and Local Government Agencies Cost Principles and Procedures for Establishing Cost Allocation Plans and Indirect Cost Rates for Grants and Contracts with the Federal Government" (OASC–lO) published by the Federal Department of Health and Human Services.

In the Fall each year, the Department of Finance, FSCU, notifies departments with Federal funding of the central service costs (SWCAP) apportioned to them for the next fiscal year.

Departments send their ICRPs to the Department of Finance, FSCU, for review and approval before sending the proposal to the cognizant Federal agency for approval.  Generally, the Federal agency from which a department receives the most funding is designated as the cognizant Federal agency.  ICRPs are to be filed with the cognizant Federal agency at least six months before the start of the fiscal year to which the ICRP applies.

Departments with Federal funding must file ICRPs unless exempted by the Department of Finance, FSCU.  Requests for Exemption should be sent to FSCU with full explanations.  Also, indicate the department's organization code on the ICRP documents to facilitate processing the ICRP.

8756.1 ILLUSTRATION 1 shows a sample ICRP calculation.

Departments required to submit ICRPs for FSCU review must include ICRP Summary forms with all ICRPs submitted after June 30, 1991.

The purpose of this form is to summarize basic data about the department and to act as a checklist for proper preparation of ICRPs. Most items on this form require only that a box be checked. However, an other than "normal" response requires additional comments indicated by either "describe" or "explain" on the form.

8756.1 ILLUSTRATION 2 shows a sample ICRP Summary form.

RECOVERY OF INDIRECT COSTS

SAMPLE CALCULATION

Department A administers a program, grant, or contract and is preparing to bill for services rendered.

1.
Department A develops an Indirect Cost Rate Proposal (ICRP) with a 32 percent indirect rate as follows:

Total departmental indirect + central service allocation a/  =

Total direct costs base (direct personal services costs) b/


$2,660,000 + $140,000 =
2,800,000
=   32%



$8,750,000
8,750,000


2.
The indirect cost rate applicable to central service costs is:



Department A's central service allocation
   =   

140,000
=
1.6%


Total direct costs base (direct personal services costs)
8,750,000

3.
Assume total direct costs incurred for Department A's reimbursable activity during the billing period to be $350,000, of which $250,000 is for direct personal services costs and $100,000 is for other direct operating costs.

4.
Billable amount for period = direct costs + indirect costs


= ($250,000 + $100,000) + (32% x $250,000)


= $350,000 + $80,000


= $430,000
5a.
Expected central service recovery = central service indirect cost rate x direct cost base 


= 1.6% x $250,000


= $4,000


- or -

5b.
Expected central service recovery indirect costs = Departmental A's central service allocation x Total departmental indirect costs


=   
140,000
   x   $80,000



2,660,000 + 140,000


=
.05 x $80,000


=
$4,000
Summary:

Department A would collect a total of $430,000 for its reimbursed activity, $4,000 of which is attributable to central service costs.



a/
Use SWCAP for Federal funded programs; use pro rata costs or SWCAP, whichever is greater, for non-Federal funded programs.

b/
Total direct salaries and wages, total direct costs, or some other appropriate base could be substituted as the base in developing the indirect cost rate.




NON-FEDERAL INDIRECT COST RECOVERIES
8756.2

(Revised 3/90)

Departments which receive reimbursements from other than Federal funding sources will also ensure that full costs are included in charges for goods provided and services performed.  The basic principles and cost elements included are the same as for Federal ICRPs (see SAM Section 8756.1) with one exception; non-Federal cost recoveries will include the larger of the department's central service costs, SWCAP or pro rata.  See 8756.1 ILLUSTRATION for a sample indirect cost calculation.

ACCOUNTING FOR DIRECT AND INDIRECT COSTS 
8757
(Revised and Renumbered from 8753.3 6/85) 

Departments will account for reimbursements, including receipts from the Federal government, according to the following cost categories:

o
Direct costs;

o
Departmental indirect costs; and

o
Central service costs.

Accountability by these cost categories encourages full cost recoveries including a fair share of central service costs.

Departments will establish subsidiary accounts for:

1.

Direct cost recoveries

2.

Departmental Indirect cost recoveries

3.

Central service cost recoveries

These accounts will be subsidiary to Account Number 8020–Federal Grants and Contracts, or Account Number 8100–Reimbursements, depending on the fund in which these monies are accounted.

CHARGES FOR INTERAGENCY SERVICES
8758

(Revised and Renumbered from 8760 6/85)

Charges for interagency services will include the same cost components that are included in charges for services to other than State agencies, i.e., direct costs, indirect costs, and central service costs, as prescribed in Section 8752.

AGREEMENT PROVISION REQUIRED
8758.l

(Revised 9/86)

All agreements or arrangements for the furnishing of such services will include charges for the above costs. There shall be in the agreement a provision that the charges are computed in accordance with SAM Section 8752. Any of the following sample paragraphs may be used in the agreement:

1.
"Upon completion of the foregoing in a satisfactory manner (name of state agency receiving service) agrees to pay to (name of state agency performing service) an amount equal to the latter's cost of performance hereunder computed in accordance with Section 8752 of the State Administrative Manual. The total amount of this agreement shall not exceed $__________ . Nothing herein contained shall preclude advance payments pursuant to Article l, Chapter 3, Part l, Division 3, Title 2, Government Code."

2.
"Upon completion of the foregoing in a satisfactory manner (name of state agency receiving service) agrees to pay to (name of state agency performing service) the sum of $__________ , which sum has been computed in accordance with Section 8752 of the State Administrative Manual. Nothing herein contained shall preclude advance payments pursuant to Article 2, Chapter 3, Part 1, Division 3, Title 2, Government Code."

3.
"In consideration of the performance of the foregoing in a satisfactory manner (name of State agency receiving service) agrees to pay to (name of State agency performing service) the sum of $_______ payable as follows: (For example, at the end of each calendar month). Said consideration has been computed in accordance with Section 8752 of the State Administrative Manual. Nothing herein contained shall preclude advance payments pursuant to Article 1, Chapter 3, Part l, Division 3, Title 2, Government Code."

4.  "(Name of state agency receiving services) agrees to pay (name of state agency rendering service) the cost of performance hereunder and to pay in advance $ ___________ on (date). It is agreed between the parties hereto that upon completion of the services hereunder, the actual cost of rendering said service shall be computed in accordance with the provisions of Section 8752 of the State Administrative Manual and said payment adjusted in accordance with the provisions of Article l, Chapter 3, Part 1, Division 3, Title 2, Government Code."

BLOCK GRANT FISCAL REPORTING REQUIREMENTS
8760

(New 7/85)

The Federal Government awards certain block grant funds to the State for various social service programs. These Federal block grants include, but are not limited to, the following:

SYMBOL 183 \f "Symbol" \s 10 \h
Title XX (Social Security Act)

SYMBOL 183 \f "Symbol" \s 10 \h
Low Income Home Energy Assistance

SYMBOL 183 \f "Symbol" \s 10 \h
Preventive Health

SYMBOL 183 \f "Symbol" \s 10 \h
Maternal and Child Health Services

SYMBOL 183 \f "Symbol" \s 10 \h
Alcohol and Drug Abuse

SYMBOL 183 \f "Symbol" \s 10 \h
Mental Health Services

SYMBOL 183 \f "Symbol" \s 10 \h
Community Development

SYMBOL 183 \f "Symbol" \s 10 \h
Community Services

The State assumes certain fiscal administrative responsibilities for these block grants. State departments which administer block grants will require recipients (public and private non-profit organizations) to comply with certain specific fiscal requirements.

Administering State Department Requirements

State departments which administer block grants will:

1.
Require grant recipients to submit two quarterly reports—

a.
the "Grant Financial Status Report," an accountability report; and

b.  the "Grant Cash Transaction Report," a cash flow report.

(Continued)
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BLOCK GRANT FISCAL REPORTING REQUIREMENTS
8760

(New 7/85)


The final forms of the two quarterly reports may be developed by the administering department as long as the information contained in the sample reports shown as SAM Section 8760 Illustration 1 and 2 is reported.

2.  Require grant recipients to maintain detailed accounting records which form the basis for the grant reports;

3.
Retain the grant reports for fiscal management and control purposes;

4.
Take appropriate action, which may include canceling/withdrawing the grant, if grant reports are not submitted timely; and

5.
Require, as an option, additional information/reports from grant recipients to supplement the information contained in the two quarterly reports.

Grant Recipient Requirements

All grant recipients will:

1.  Complete two quarterly grant reports—

a.  The "Grant Financial Status Report" (see SAM Section 8760 Illustration l for a sample report format and instructions); and

b.  The "Grant Cash Transaction Report" (see SAM Section 8760 Illustration 2 for a sample report format and instructions);

2.  Submit the grant reports to the administering department by the 20th calendar day following the end of each quarter;

3.  Maintain detailed accounting records which form the basis for the grant reports; and

4.
Retain and have the accounting records available for audit for a minimum of three years from the report submission date.



C.3.
Enter the employer identification number assigned by the U. S. Internal Revenue Service (Applicable for private non-profit organizations).

D.1.
Enter the net outlay.  This amount should be the same as the amount reported on line D.3. of the last report.  If there has been an adjustment to the amount shown previously, please attach an explanation.  Show zero if this is the initial report.

D.2.
Use work sheet and instructions below to determine NET outlays for this report period:

a.
Total Gross Outlays
$ __________

b.
Less:  Grant Income Credits
$ __________


Net Outlays this report period
$ __________

a.
Enter the total gross outlays less rebates, refunds, and other discounts for this quarter.


(
For reports prepared on a cash basis, outlays are the sum of actual cash disbursements (including cash advances to contractors and subgrantees) plus indirect expenses incurred by other than your organization.


(
For reports prepared on an accrued expenditure basis, outlays are:



1.
For the first quarter report, the sum of cash disbursements, indirect expenses incurred, and accounts payable (accounts payable are amounts owed for goods and other property received plus services performed by employees, contractors, subgrantees, and other payees).



2.
For subsequent quarter reports, the sum of cash disbursements, indirect expenses incurred, and the increase or decrease in accounts payable from the previous quarter's report.  (For example:  assume the first quarter reports accounts payable of $50.00.  At the end of the second quarter accounts payable is $70.00.  This is an increase of $20.00 which would be added as an outlay for this quarter.)

b.
Enter the amount of all program income received in this period that is required by the terms and conditions of the award to be deducted from total project costs.  Grant program income are those dollar amounts received from all other sources to help defray block grant program costs.  For reports prepared on a cash basis, enter the amount of cash income received during the reporting period.  For reports prepared on an accrual basis, enter the amount of income earned since the beginning of the reporting period.  (When the terms or conditions allow program income to be added to the total award, the grantee will explain in remarks, the source, amount and disposition of the income.)

D.4.
Enter the nongrant share of program outlays included in the amount on line D.3.

D.6.
Enter the unliquidated obligations for this project including unliquidated obligations to subgrantees and contractors.  Unliquidated obligations are:


Cash basis—obligations incurred but not paid.


Accrued expenditure basis—obligations incurred, but for which an expenditure has not been recorded.


Do not include any amounts that have been included on lines D.1 through D.5.  On the final report, line D.6 should have a zero balance.

D.8.
Enter the grant share of unliquidated obligations.  The amount shown on this line will be the difference between lines D.6 and D.7.

D.9.
Enter the sum of the amounts shown on lines D.5 and D.8.  If the report is final, it should not contain any unliquidated obligations.

D.11.
Enter the unobligated balance of grant funds.  This amount should be the difference between lines D.10 and D.9.

The figures provided in this report must be supported by detailed accounting records.  The records will be retained and available for audit for a minimum of three years.



C.3.
Enter employer identification number assigned by the U. S. Internal Revenue Service (Applicable for private non-profit organizations).

D.1.
Enter the grant cash on hand at the beginning of the reporting period including funds on deposit, funds on hand, and undeposited checks/warrants.

D.2.

(A)
Enter the funds received during the quarter as grant reimbursements.

(B)
Enter the funds received during the quarter as grant advances.

(C)
Enter the grant share of program income that was required to be used on the project by the terms of the grant.  Grant program income are those dollar amounts received form all other sources to help defray block grant program costs.

(D)
Enter the interest earned during the quarter on grant advances.

D.4.
Enter the total grant cash disbursements made during the reporting period.  Disbursements as used here includes advances and payments to subgrantees or contractors,  salaries and wages plus employer's share of benefits, interdepartmental charges for supplies and services, and indirect costs to which the recipient is entitled.

D.5.
Enter all adjustments pertaining to prior quarters which affects the ending balance that have not been included in any lines above.  Explain all adjustments in the remarks section;  use plain sheets of paper if additional space is required.

D.6.
Enter the grant cash on hand at the end of the reporting period.  This amount will include all funds on deposits, funds on hand, and undeposited funds (line D.3 less line D.4, plus or minus line D.5).

D.7.
Enter the estimated number of days until the cash on hand, shown on line D.6, will be be expended.

D.8.
Enter the advances made to secondary recipients included in line D.4.

The figures provided in this report must be supported by detailed accounting records.  The records will be retained and available for audit for a minimum of three years.

RETURNABLE CONTAINERS
8765

(Revised 3/87)

Agencies will maintain memorandum stock cards for returnable containers, such as oil drums and gas cylinders, which are purchased, for which deposits are required, or for which they are held responsible. Returnable containers received or returned will be recorded on appropriate accounting documents, such as Stock Received Reports and Returned Stock Received Reports, so that the accountability of the organizational unit having custody can be recorded on the memorandum stock card. The transfer of containers from the custody of one unit to another will also be recorded. Periodically, the quantity of returnable containers recorded as on hand will be verified by physical count. Documents for containers returned will be maintained in a pending file until credit is received from the vendor. Agencies maintaining a Purchased Stores Ledger will not include the value of returnable containers on hand in the annual computation for valuing the Purchased Stores Ledger inventory.

ACCOUNTING FOR INVESTMENT SECURITIES
8770

(Revised 3/87)

Securities purchased as fund investments will be recorded as assets of the fund under the date of the State Treasurer's Advice unless the date of the Controller's warrant is different from the date of the advice. If the warrant date is different, the State Treasurer will show the warrant date on his advice. In this case, the transaction will be accounted under the date of the warrant. Claim schedules prepared for the purchase of securities will not be recorded in the agency accounts since no liability is incurred nor is there any change in the fund assets until the securities are purchased. Such claim schedules will serve as memorandum records pending completion of the transaction as evidence by the State Treasurer's Advice.

Many agencies that maintain savings accounts outside the centralized State Treasury System or have investments which they manage have received requests from depository banks and other payers of interest for taxpayer identification numbers normally required by the Internal Revenue Service for the identification and reporting of interest, dividends, and other payments.

The Internal Revenue Service does not require taxpayer identification numbers for accounts of funds owned or controlled by the State. Therefore, agencies that receive such requests should inform those requesting the numbers of the nature of the entity for which the savings account or investment is held. Agencies should not request taxpayer identifying numbers from Social Security Administration or Internal Revenue Service.

SUBROGATION RECEIPTS
8775

(Revised 8/81)

Pursuant to Labor Code Sections 3850–64, the State may recover compensation benefits and other damages from a third person liable for injury or death of a State employee. Amounts recovered by way of subrogation are the result of actions taken by the State Compensation Insurance Fund. Any amounts owing to employing State agencies will be credited to the proper appropriation as abatements. Special procedures on restoration of leave credits to employee's records from third party recoveries are in SAM Section 8538.6l.

ACCOUNTS RECEIVABLE
8776

(New 1/79)

For our purposes, an accounts receivable is defined as a claim against a person, firm, corporation, or other entity for money owed to the State. There are two types of accounts receivables: contingent and valid.

CONTINGENT ACCOUNTS RECEIVABLE
8776.1

(Revised 2/94)

There are many situations in which an agency may find that it has a claim against a party. For example, there may be claims for damages to state property, claims against third parties, claims against estates and others which are contingent in nature, etc. When this occurs the agency must make a determination as to whether or not these claims should be treated as contingent or valid accounts receivables. The difference between a contingent and valid accounts receivable is the uncertainty of the legal obligation.

Claims may be either contested or uncontested. Contested claims are those claims in which either the amount is in dispute or the validity of the claim is challenged or both. A contingent receivable will be established for those contested claims which appear to have a prospect of favorable settlement or of becoming a valid receivable. Where the amount is contested, the amount to be recorded should be the potential due and payable.

Generally, uncontested claims will be recognized as valid receivables. However, uncontested claims of a type which are subject to potential legal dispute and which have a history of legal disputes, will be recorded as contingent receivables until the statute of limitations have expired for objections to the claims.

A contingent receivable need not be established if any agency feels that a disputed or doubtful claim has very little likelihood of being recovered. However, it is the responsibility of each agency to oversee outstanding claims so that a contingent or valid receivable may be established, when appropriate.

Valid accounts receivable will be recognized in the accounts by the following entry as of the date the claim against the adverse party becomes a valid receivable.

Debit:
1311
Accounts Receivable–Abatements

1600
Provision for Deferred Receivables

Credit:

1380
Contingent Receivables

9000
Appropriation Expenditures

Account No. 9000, Appropriation Expenditures, will be credited only if the original expenses were paid from the current year appropriation.

The collection of contingent receivables and accruing of valid accounts receivables at year end will be credited as an abatement to the appropriation from which the original expenses were paid. If the appropriation has reverted, the credit will be to Account No. 9891, Refunds to Reverted Appropriations. Any recoveries in excess of the actual expenses will be remitted as current year Miscellaneous Revenue to the state fund from which the agency derives its major support.
ACCOUNTING FOR CONTINGENT RECEIVABLES
8776.12

(Revised 1/85)

Contingent receivables will be recognized in the accounts at the time the claim arises.  Where the claim is to repay the state for expenses incurred by the state, the receivable will be recognized as of the date the expenses are incurred.  The following entry will be made:


Debit:

1380
Contingent Receivables


Credit:
1600
Provisions for Deferred Receivables

If a contingent receivable becomes a valid accounts receivable, it will be recognized as such in the accounts and the contingent receivable will be reversed.  Contested claims should be established as a valid accounts receivable when they have been either (1) brought to judgment, or (2) the contested amount has been converted to a sum certain by negotiation.

VALID ACCOUNTS RECEIVABLE
8776.2

(Revised 2/98)

A valid accounts receivable is a receivable which is due and payable and for which there is no apparent disagreement over the validity of the claim or the amount at the time it was established.  Due and payable refers to either a portion of or the whole claim.  For instance, a long-term receivable which is payable in installments spread over many years would be "due and payable" when the obligation is incurred.  Disputes arising after the receivable is established does not convert a valid receivable into a contingent receivable.  Generally, disputes would be over the amount of the bill because of alleged non receipt of goods, overbilling, prior payments, etc.  Agencies will investigate complaints to determine if they are valid and take any necessary corrective measures.  The adjustment of receivables to reflect their correct amounts may be made by agencies without the necessity of going through the State Controller’s Office.
Valid accounts receivables are divided into current and deferred.  A current accounts receivable is a receivable which has been billed and is expected to be collected within one year, whereas, a deferred accounts receivable is expected to be outstanding for over a year.  During the fiscal year, current and deferred accounts receivables are treated alike.  If it is an abatement or reimbursement, it will generally be credited back to an appropriation.  See SAM Sections 8287, 10407, and 10408.  At June 30, an entry will be made to reduce abatement, reimbursement, and non revenue receivables to the amount that is estimated to be collectible during the ensuing fiscal year.  See SAM Section 10614, Standard Entry No. A-12.  These amounts will remain deferred until they are either collected or written off.

Accounts receivables for revenue will be fully reserved during the year.  At June 30, an adjusting entry will be made (SAM Section 10610, Standard Entry No. A–9) to accrue as revenue that portion of income earned as of June 30, but not received, that is estimated to be collectible within the ensuing fiscal year (except for CALSTARS agencies.)

Also, at June 30, an entry will be made to accrue those abatements or reimbursements that were not previously billed or accrued, but which are estimated will be collectible within the ensuing fiscal year.  See SAM Section 10602, Standard Entry No. A-3.  For accrual of revenue not previously billed, see SAM Section 10610, Standard Entry No. A-9.
BILLING
8776.3

(New 2/98)

An invoice or other type of claim document will be prepared and sent out as soon as possible after the recognition of a claim.  See SAM Section 10408 for an example of a standard journal entry to record the establishment of accounts receivables when invoices are prepared and sent.  When deemed appropriate, invoices will not be prepared and sent for contingent receivables.

PREPAYMENTS
8776.4

(New 1/76)

Prepayments of claims are not receivables.  They should not be set up as a credit accounts receivable.  Instead, they should either be treated as revenue received in advance or as a liability until the transaction is completed.

COLLECTION PROCEDURES
8776.5

(New 9/91)

Accounts receivable collection procedures differ depending on if the receivable is owed to the state by an employee or non employee.

NON EMPLOYEE ACCOUNTS RECEIVABLE
8776.6

(Revised 2/98)

Each department will develop collection procedures that will assure prompt follow-up on receivables.  Following are procedures and guidelines that departments will use for the collection of amounts owed to the state from non-employees.  These procedures are in accordance with Chapter 1224, Statutes of 1994, which created the Accounts Receivable Management Act effective January 1, 1995.

Locating Debtor
When the address of the person/entity indebted to the state is unknown, request the debtor's address using form DL 254 (Government Request for Driver Record Information) from the Department of Motor Vehicles, Headquarters Operations Section.

Collection Letters
Once the address of the debtor is known, the accounting office will send a sequence of three collection letters.  If a reply or payment is not received within 30 days after sending the first letter, the accounting office will send a second letter.  This follow-up letter will reference the original request for payment letter and will be stated in a stronger tone.  If a response is still not received from the debtor, a second follow-up letter will be sent 30 days following the first follow-up letter.  This last letter will include references to prior letters and will state what further actions may be taken in the collection process.

Collection Actions Review
If the three collection letters are unsuccessful, departments will prepare an analysis to determine what additional collection efforts should be made.  The analysis should include a cost/benefit analysis of the collection actions listed below.  Departments should initiate one or more of the following actions:

1.  Offset Procedures—An offset, as the term indicates, is the interception and collection from amounts owed by other state departments to the debtor.  Possible departments are the Franchise Tax Board, Board of Equalization, Employment Development Department, Lottery Commission, and State Controller's Office.  For more offset details, see SAM Sections 8790.1–8790.8.

2.
Court Settlements—There may be instances where it would be cost effective for departments to seek court judgments against debtors.  Departments should consider the possibility of filing action in small claims courts.  For larger sums, department counsel should be consulted for advice.

(Continued)
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NON EMPLOYEE ACCOUNTS RECEIVABLE
8776.6

(Revised 2/98)

3.  Collection Agencies—Departments may consider contracting with another department that has a collection unit or with an outside collection agency.


The Public Contract Code Section applicable to contracts for services, Government Code Section 19130, and SAM Sections 1205–1208 should be consulted when a department is considering contracting with a collection agency.  Any contract made with a collection agency must specify that all funds collected on behalf of a department will be remitted to that department.  The collection agency can then be paid in one of several ways for its services - by a set fee per collection, on an hourly basis, or on a percentage basis, in arrears, based on services rendered.


Prior to assigning the debt to a collection agency, departments are required by law to notify the debtor in writing at the address of record that the alleged accounts receivable debt will be turned over for private collection unless the debt is paid or appealed within a specified time period.

4.
Sale of Accounts Receivable—Departments are authorized to sell accounts receivables to private persons or entities.  Departments will record the net income from the sale in their accounting records.  Specific accounting entries for the sale of accounts receivable are detailed in SAM Section 10536, Standard Entry No. 36.

Prior to selling the debt, departments are required by law to notify the debtor in writing, at the address of record, that the alleged accounts receivable debt will be turned over for private collection unless the debt is paid or appealed within a specified time period.

Departments will select the collection actions that are likely to generate the highest net income and do not compromise future state income collections.  In addition, departments should consult with the Franchise Tax Board or any other state agency that has successfully established an effective accounts receivable collection system to develop methods for improving their collection rate.

In addition, departments must prepare an annual accounts receivable report in accordance with the Accounts Receivable Management Act.  This act requires all state agencies, departments, and offices to submit a written report regarding collection of accounts receivable to the Franchise Tax Board, Client Services, by December 1 of each year.  See Illustration 8776.6.

The report shall include the following information:

1.  A description of the department's present accounts receivable collection system.

2.  A schedule of outstanding accounts receivable balances as of September 30 indicating the number and age of the debt.  The accounts receivable will be grouped by debts which have remained uncollected for a period of 30 days, 60 days, 120 days, and one year or longer.

3.  A goal for percentage of accounts receivable debt likely to be collected during the fiscal year.

4.  A comparison, in subsequent reporting years, of the actual percentage of accounts receivable debt recovered compared to the percentage goal established in the previous year.

5.
Steps which will be implemented to improve the department's collection of accounts receivable in future years.
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(Continued)

NON EMPLOYEE ACCOUNTS RECEIVABLE
8776.6

(Revised 2/98)

Amounts Due From Former Employees

If amounts are due from former employees, follow all the normal collection procedures.  In addition, notify the Personnel Services/Payroll Division of the State Controller’s Office of the situation and ask to be notified if the person reenters state service.  See SAM Section 8593.3.

Discharge From Accountability

If all reasonable collection procedures do not result in payment, departments may request discharge from accountability of uncollectable amounts due from private entities.  Departments will file an Application for Discharge from Accountability form, STD. 27, with the State Controller’s Office, Division of Collections.  Applications for Discharge from Accountability of uncollectable amounts of $5,000 or more will be filed separately from applications for amounts of less than $5,000.  The $5,000 amount applies to the debtor, not to the receivable.  The application for discharge shall include:

1.
A statement of the nature of the amount due;

2.
The name(s) of the person(s) liable;

3.
The estimated cost of collection; and

4.
Any other fact(s) supporting the request, including offset attempts.  See SAM Sections 8790.1–8790.8.

Government Code Section 16301.8 provides that state departments may refrain from collection amounts due payable to the state when the amounts are two hundred fifty dollars ($250.00) or less and the estimated cost of collection will likely exceed the amount due.  This authority may be revoked by the State Controller’s Office if it is determined that the agency abused its discretion to refrain from collecting taxes, licenses, fees, or money owed to the state.

It should be noted that discharge from accountability does not release any person, firm, or corporation from the payment of taxes, licenses, fees, and other money which is due and owing the state.

If the uncollectable accounts receivable was established as a result of a cash shortage, refer to SAM Section 8072.






EMPLOYEE ACCOUNTS RECEIVABLE
8776.7

(Revised 8/92)

Government Code Section 19838 requires reimbursement to the state of overpayments made to employees.  Employee overpayments can arise from Office Revolving Fund (ORF) salary and travel advances and payroll warrants issued by the State Controller's Office.  Refer to SAM Section 8116.3 for additional collection procedures regarding travel advances.  For the purposes of this section, an amount owed to the state by an employee (an account receivable) is the equivalent of an overpayment.  Accordingly, the collection procedures described below should, to the extent applicable, be employed to collect accounts receivable due from state employees.

The following procedures and policies will be followed when collecting employee overpayments:

1.  Departments will notify employees (in writing) of overpayments and provide them an opportunity to respond.  The overpayment notification should include at least the following items:

a.
Amount due;

b.
Pay period affected if overpayment relates to salary;

c.
Reason for overpayment;

d.
Response time afforded to employee prior to collection action;

e.
Optional:  proposed repayment plan and method of collection.


The employee will be given 15 calendar days to respond, either orally or in writing.  If the employee is on vacation, sick leave, out-of-town assignment, etc., and cannot be reached, the time afforded the employee to respond should be adjusted accordingly.  All responses will be documented and maintained in department files.

2.  The employee will be given the opportunity to satisfy the amount due by payment in cash, check, or payroll deduction.  Departments will attempt to negotiate a repayment plan acceptable to both parties.

3.
Repayment may also be made by installment through payroll deduction to cover at least the same number of pay periods in which the overpayment occurred.  When overpayments have continued for more than one year, departments may require full payment in one year.

4.
Once a repayment plan has been agreed upon, it will be put in writing and signed by the employee.  The signature block will include a statement similar to the following:

(Continued)
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EMPLOYEE ACCOUNTS RECEIVABLE
8776.7

(Revised 8/92)


"I agree to the repayment schedule described above and acknowledge the gross amount set forth as a legitimate debt owed by me to the State."

5.
If the employee does not agree to repay an overpayment or does not respond to the written overpayment notification by the afforded time, departments will collect overpayments in the manner set forth in #3 above.

6.
For separating employees, it may not be possible to provide written notification regarding overpayments.  Regardless, Government Code Section 19838 states that overpayments may be withheld from any money owing the employee upon separation.

7.
Payroll deduction to repay overpayments will not exceed 25% of the employee's net (gross minus mandatory deductions) monthly or semi-monthly salary, except from separating employees, as provided in #6 above.  Mandatory deductions include taxes and garnishment/levy.  For a complete listing of mandatory deductions, see the State Controller's Office Payroll Procedures Manual.

8.
These employee overpayment collection procedures do not affect procedures for the collection of ORF salary advances in lieu of a State Controller's warrant when the pay period for the advance and warrant are the same.  An ORF advance in lieu of State Controller's warrant is the check given to the employee as a substitute for the warrant when the warrant is incorrect or not available.


If the amount of an employee's State Controller's pay warrant is greater than the actual amount of pay owed the employee in the corresponding pay period, departments may withhold the employee's pay warrant and issue an ORF check for the difference.  For example:  if an employee is due less pay due to dock, etc., in the current pay period, and a full month State Controller's warrant was issued (although not yet distributed to the employee), a department can intercept the pay warrant and issue an ORF check for the difference between the pay warrant and the amount owed.


The employee should be notified of this offset, but a formal overpayment notification letter is not necessary.


However, if an ORF advance is from a different pay period than the State Controller's warrant, the department must follow the procedures outlined above.

9.
These collection procedures do not apply to separated employees (see SAM Section 8776.6) or collection procedures for Industrial Disability Leave overpayments.

10.
Recoupment action must be initiated (written notification of overpayment to the employee) within three years from the date of overpayment in order to collect without the employee's consent, as provided in these procedures.

11.
Refer to SAM Section 8116.3 for additional overpayment collection procedures to recover temporary travel advances.

Collective Bargaining Unit contracts (Memorandums of Understanding) for represented employees may contain overpayment collection provisions.  The provisions of these contracts supersede any other collection procedures.  Therefore, contracts should be reviewed carefully to identify overpayment collection provisions.

DAMAGES TO MOTOR VEHICLES

GENERAL
8777.1

(Revised 1/85)

The Office of Risk and Insurance Management of the Department of General Services takes action to recover for most State agencies the cost of damage done to State vehicles by third parties.  A few State agencies undertake their own collection activities under statutory authority or upon approval of the Office of Risk and Insurance Management.  This section applies only to those agencies for which the Office of Risk and Insurance Management undertakes collection activity.

PROCEDURES
8777.2

(Revised 1/85)

1.
An agency forwards a Report of Vehicle Accident, STD. 270, to the Office of Risk and Insurance Management in accordance with SAM Section 2441.

2.
The Office of Risk and Insurance Management makes the necessary review and notifies the third party if it is indicated that the third party is liable for the cost of repairing the State vehicle.

3.
When the Office of Risk and Insurance Management notifies the third party, it also requests the agency to forward to the Office of Risk and Insurance Management two copies of the approved invoice for repairs plus any disapproved estimates.  It is imperative that the agency forward these invoice copies as soon as the invoice is received by the agency.  If the agency has decided that repairs will not be made, the agency should notify the Office of Risk and Insurance Management immediately so needless collection activity will not occur.  The Office of Risk and Insurance Management in these cases will notify the agency if it is still advisable to proceed with the claim and whether collection may be made on the basis of an estimate only.

4.
The Office of Risk and Insurance Management will notify the agency of the amount demanded from the third party.  The agency will then recognize the claim as a contingent receivable.  In the event a contingent receivable is closed without recovery, or closed with recovery of a lesser amount received than that which was claimed, the Office of Risk and Insurance Management will notify the accounting office of the State agency concerned.

5.
The Office of Risk and Insurance Management will notify the agency when a claim against a third party becomes a valid receivable.  In the event that a valid receivable becomes uncollectible, the State agency is required by Government Code Sections 13940–42 to seek relief of accountability from the State Board of Control.  The Office of Risk and Insurance Management will not notify the agency when an insurance company gives notice that they will be forwarding a check for payment of damages. Although this might be considered a promise to pay, it is not expedient to classify such claims as valid receivables because payment will be received in ten to fifteen days.

6.
Collections of damage recovery claims will normally be received by the Office of Risk and Insurance Management of the Department of General Services.  The accounting office will forward to the agency a cash State check for the amount of the collection and a copy of the cash receipt containing pertinent information.  If an agency happens to receive a payment directly from a third party or its agent, it is important that the agency notify the Office of Risk and Insurance Management immediately so that Office of Risk and Insurance Management files can be updated.

7.
The agency will be responsible for reconciling its records to those of the Office of Risk and Insurance Management.  Yearly a list of open departmental claims will be forwarded to the Office of Risk and Insurance Management, Department of General Services, which will advise as to their status. Agency records will consist of items recorded in the accounting records as well as a pending file of items which have been determined to be contingent receivables when the repair costs are paid.

DAMAGES TO STATE PROPERTY OTHER THAN MOTOR VEHICLES
8778

(New 1/67)

It will be a responsibility of agencies to determine when a claim against a third party for damages to State property (other than motor vehicles) becomes a contingent or valid receivable.  An agency's legal staff or the Office of the Attorney General should be consulted to establish guidelines and give advice in the processing of claims against third parties.

WORKERS' COMPENSATION CLAIMS, LEGALLY UNINSURED AGENCIES

GENERAL
8780

(Revised 4/92)

The State Compensation Insurance Fund (SCIF) will pay all claims for medical expenses and compensation benefits in the first instance.  Legally uninsured agencies (all agencies not covered with policies of workers' compensation insurance) then will be billed for the benefits paid plus a charge for administrative services of SCIF.  The latter charges are allowed under a master agreement for all legally uninsured agencies negotiated by the Department of Personnel Administration and SCIF.  These bills are payable by legally uninsured agencies from the fund or funds from which the injured or deceased employee's salary or wages were payable at the time of injury or death.  In case of agencies operating under plans of financial adjustment, "fund or funds" above means the fund or funds from which the employee's salary or wages were ultimately payable, as adjusted through the plan of financial adjustment.

The master agreement mentioned above also provides that each legally uninsured agency place a deposit with SCIF.  These deposits, which are approximately 1/12 of an agency's estimated annual cost, will be used by SCIF to pay claims as they arise.  The deposits will remain in SCIF's possession and will be adjusted up or down each April 1, when the amount needed to maintain the estimated 1/12 figure has changed by ten percent, plus or minus.  A memorandum will be sent to all agencies by DPA each year informing them of the changes and how they are to account for the monies.  It is important that these desposts, as well as the normal semi-monthly billings, be paid immediately, as explained in SAM Section 8780.1.

PAYMENT AND AUDIT
8780.1

(Revised 4/92)

The State Compensation Insurance Fund (SCIF) will bill agencies semimonthly.  The Agency Payroll Code (from the Uniform State Payroll Code System), indicated on the Employer's Report of Occupational Injury or Illness, SCIF Form 3067, is used by SCIF to sort charges mechanically by the legally uninsured agency concerned.  Because of this procedure, it is important that the correct agency code be shown on the SCIF Form 3067.  The Agency Payroll Code is also shown on invoices submitted to agencies and will enable them to distribute the Workers' Compensation charges among subunits as needed.

It is imperative that Workers' Compensation invoices be paid immediately.  The major reason being that any amount outstanding after 35 calendar days from the postmark date on the envelope containing SCIF's bill is subject to an interest charge.  The interest rate used will be the same as the annualized Pooled Money Investment Account (PMIA) promulgated at the end of each fiscal year by the Director of the Department of Finance.  Agencies will schedule the invoices and file a separate claim schedule against the Personal Services Category with the State Controller's Office the same day the invoices are received.  Such claim schedules will receive expedited processing by the State Controllers' Office.  The notation "Expedite—Workers' Compensation" will be shown on the claim schedules in a conspicuous place.

(Continued)

(Continued)

PAYMENT AND AUDIT
8780.1

(Revised 4/92)

To expedite payment, Workers' Compensation Invoices ordinarily will be paid first and audited by the agency later.  The agency audit of Workers' Compensation invoices will consist only of determining (1) that all employees listed on the invoices were employees of the agency at the time of injury or death and (2) that the employee is not covered by a separate policy of insurance (for those agencies that have some employees covered by a separate policy and others by the master agreement).  Except as noted below, agencies will pay the full amount of the invoices as submitted and will report any discrepancies promptly to SCIF.  SCIF will make the necessary adjustments on subsequent invoices.

However, when an agency performs a cursory review of a Workers' Compensation invoice the same day that the invoice is received and determines that there is definitely a discrepancy, it may make the necessary adjustment and notify SCIF by use of STD. 107, Notice of Correction of Invoice.  Agencies should be cautious in using this procedure since many charges that appear to be in error are actually valid charges.

INSUFFICIENT ALLOTMENTS
8780.2

(Revised 2/83)

Because of the nature of Workers' Compensation expenses for legally uninsured agencies, some agencies may experience much greater expenditures than estimated and quickly expend their entire allotments.  It will be the agencies' responsibility to manage their allotments and determine the financing available to fund the Workers' Compensation expenses for the entire fiscal year.  The Department of Finance will be advised as soon as possible when it becomes apparent that additional financing is going to be required.  Allotment transfers, revisions, and augmentations will be arranged in the usual manner.

The depletion of the allotment must not delay the payment of Workers' Compensation invoices. This may mean that allotments are temporarily overexpended until additional financing is arranged.  Suitable financing will be arranged, however, so that at the end of the year, final allotments, as approved by the Department of Finance, are not overexpended.

ACCOUNTING FOR PUBLICATIONS
8785

(Revised 4/92)

Accountability for publications and documents will not be maintained in General Ledger accounts.  For the purpose of control and audit accountability, records for each title of publication will be maintained by quantity only on stock cards under the following conditions:

1.
If all publications are in the custody of a person who both sells and gives them away, stock cards will be maintained on a "quantity only" basis for each title of publication.  Under this condition, publications will be given away only on written authorization of a responsible officer of the agency.

2.
If publications to be sold are in the custody of a person different from the person having custody of publications to be given away, stock cards on a quantity basis will be maintained only over each title of publication in the custody of the person authorized to make sales.  All publications supplied to this person will be on written authorization of a responsible officer of the agency.

3.
If all publications are to be sold, quantity stock cards will be maintained for each title of publication.

4.
If all publications are to be distributed without charge, no stock records are required for accounting purposes.

5.
Quantity stock cards will be maintained for each title of publication consigned to the Material Services Section, Publication Unit, Office of Procurement, for sale.

OFFSET CLAIM PROCEDURE

GENERAL
8790.1

(Revised 9/91)

Government Code Section 12419.5 authorizes the State Controller to collect money due to one State department by a person or entity, by deducting the amount from any money that may be owing to such person or entity by another State department.  This procedure is called offsetting.  An amount owed to a person by the State may be for refund of a tax, license, or fee; payment of services received or materials purchased.  Refunds of retirement contributions are not subject to offset.

All requests for offset under authority of Government Code Section 12419.5 must be filed with the State Controller for implementation under these sections, except those outlined in SAM Section 8790.5.

Section 12419.4 of the Government Code, authorizes offset against security deposits held by various agencies in their treasury trust bank accounts or in the form of bonds deposited with the State Treasurer, by the agencies holding the items, under specified conditions.

LIMITATIONS ON USE
8790.2

(Revised 9/91)

The offset procedure augments rather than replaces existing tax and other collection procedures and is for use when effective procedure does not exist and the State would otherwise suffer loss.  A department's remedy under the special laws applicable to its particular program and the general laws of the State is normally more appropriate and should be used unless circumstances are such that the offset procedure is the most logical method of collection.  See SAM Section 8776.6 and 8776.7 for collection procedures to be employed by State departments.

NOTICE TO DEBTOR
8790.3

(New 10/66)

If the amount due to a State department does not represent an amount involving a tax, offset is normally made only after giving notice to the debtor (the person or entity against whom the offset has been requested) and providing him/her with an opportunity to present any valid objection he/she may have to the use of the offset procedure.

TAX LIABILITY
8790.4

(Revised 1/75)

In the case of a tax assessment, the offset procedure is not used unless the assessment has become final.  Where the tax liability has become final (i.e., the taxpayer has no further period to file an objection) and positive identification of the debtor-taxpayer can be made (e.g., through social security number, employer number, or other account number as carried on the accounts of the State department filing the claim for offset), offset is normally made without the above prior letter to the debtor.

OFFSET—TAX REFUNDS
8790.5

(Revised 9/91)

State departments desiring to offset against possible tax refunds to be made by the Franchise Tax Board, Board of Equalization, Employment Development Department, and the State Controller's Tax Refund Division, will contact such department, furnishing a list showing the name, social security number or other identification number, and the amount due from each person or company, in a form acceptable to the department involved.

(Continued)

(Continued)

OFFSET—TAX REFUNDS
8790.5
(Revised 9/91)

In the situations specified below, the State Controller has authorized State departments to effect offset without the requirement that the request be submitted to the State Controller for prior approval; however, a notice of the offset must be sent to the debtor by the State department which is withholding payment to the debtor.

Tax Liability:
The State department requesting offset must certify that the tax assessment has become final and must meet the other requirements set forth in SAM Section 8790.4.

Overpayments:
These are overpayments for Separated Employees only; e.g., salary overpayments, maintenance advances, and revolving fund advances.

Student Loans:
Any loans that are made to college and university students that have become uncollectible.

FEDERAL LEVY
8790.6

(New 10/66)

Government Code Section 926.8 provides that whenever a Federal agency, in the collection of taxes or amounts owing to it, is authorized by Federal law to levy administratively on credits owing to a debtor, it may file a certificate of claim with the State against moneys owing by the state to such debtor.  When a request for payment is received under this procedure, any amounts due the State by the debtor are first offset before payment is made to the Federal Government.

PROCEDURE FOR INITIATING OFFSET
8790.7

(Revised 6/79)

It will be the responsibility of the creditor-department which has a claim against a person or entity to determine whether any other State department (debtor-department) owes that person or entity money for services performed, materials supplied, or a refund.  If the debtor-department is identified, the creditor-department will submit a written request (original and two copies) to the debtor-department, setting forth the nature of its claim, its reasons for using the offset procedure, and requesting offset against the money owing to the person or entity by the debtor-department.  If the debt arises out of a tax assessment, the creditor-department must certify that the tax has become final.

The debtor-department will prepare a claim in accordance with the offset request.  The claim should include the original of the letter from the creditor-department and must be clearly identified as an offset claim.  The claim will be routed to the State Controller's Division of Audits, where it will be processed in accordance with established procedures.

ACCOUNT FOR OFFSETS
8790.8

(Revised and Renumbered 2/71)

In the absence of statutory authority making other provisions, an appropriation may be improperly augmented by the exercise of offsets.  For example, assume the following: (1) an entity owes a State department $80,000 due to an overpayment made by the department in a prior fiscal year; (2) the State department owes the entity $100,000 for current year claims; (3) the amount owed to the State department is offset against the current amount due leaving a net of $20,000 which is paid to the entity from the current year appropriation.  At this point, the current year appropriation contains $80,000 more in expenditures, and the prior year appropriation credited with $80,000 as an abatement.

If the amount offset is applicable to another fund or appropriation, appropriate adjustments will be made in the department's accounts and the State Controller's Office will be requested to make similar adjustments in its accounts.

MAINTENANCE OF STRUCTURES COST ACCOUNTING
8792

(Revised 8/72)

Agencies will account for the costs of maintaining individual structures only after carefully determining that the benefits of doing so outweigh the costs of doing so and also determining that through such system the benefits exceed the costs by a greater amount than would be possible by substituting for such cost accounting by structure, ward, etc., some other management tool such as nonmonetary maintenance history records.

If agencies determine that it is more advantageous to the State to keep maintenance cost records, they will:

1.
Apply cost accounting procedures uniformly among their institutions, districts, or other comparable organizational units.

2.
Assure the integrity of their cost accounts by comparing or reconciling them with their general ledger accounts.

CHANGE IN METHOD OF ACCRUAL
8793

(Revised 3/15/74)

Methods of determining accruals will be applied consistently from year to year. However, to meet changing circumstances or to produce more accurate accruals it may become necessary to change the method of accruing income or expenditures in the current year from the method used in the preceding fiscal year(s). If an agency finds it necessary to deviate from the method used in prior years and the prior year amount accrued exceeded $100,000, approval will be requested in writing from the Accounting Systems Branch, Audits Division, Department of Finance. The request will state the reason for and effect of the proposed change in the method of accrual.

ACCOUNTING FOR WITHHELD PAYMENTS
8795

(Revised 3/87)

Rule, regulation, law or agency practice may require that a certain amount be withheld from amounts owing a person or entity. Unless otherwise provided by law, when payments are made and an amount is withheld an entry will be made in the records to record such amount withheld, except that amounts representing contingent liabilities will be reported as prescribed in SAM Section 8751. When withheld amounts are paid or written off, the debit portion of the entry will be to the accounts payable account. An illustration follows:

1.
Amounts withheld:

Debit
9000
Appropriation Expenditures
a/

9893
Prior Year Appropriation Adjustments
b/

Credit

3010
Accounts Payable
c/

3020
Claims Filed
d/

a/
Portion of c + d applicable to current year expenditures

b/
Portion of c + d applicable to prior year expenditures

c/
Amount withheld

d/
Total amount of claim less amount withheld

2.
Amount withheld written off:

Debit
3010
Accounts Payable
a/

Credit
9000
Appropriation Expenditures
b/

9893
Prior Year Appropriation Adjustments
c/

a/
Amount withheld being written off

b/
Amount being written off which was withheld and charged to the current year appropriation

c/
Amount being written off which was withheld and charged to a prior year appropriation

3.
Amount withheld paid:

Debit
3010
Accounts Payable

Credit
3020
Claims Filled

Agencies will apply consistently from year to year the basis for determining what portion of withheld payments are real liabilities and what portion are contingent liabilities. Any change in such basis will be made only in accordance with SAM Section 8793.
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[image: image1.png]2. INVENTORY OF ACCOUNTS RECEIVABLE as of June 30,

(You may round to the nearest $1,000, but show in whole dollars, not thousands.):

DOLLAR AMOUNT # OF ACCTS. RECEIVABLE DOLLAR VALUE

$0-$500

$501-$1,000

$1,001-$2,500

$2,501-$5,000

$5,001-$10,000

OVER $10,000

3. OTHER COMMENTS

4. AGE OF ACCOUNTS RECEIVABLE INVENTORY as of June 30,

(You may round to the nearest $1,000, but show in whole doliars, not thousands.):

AGE # OF ACCTS. RECEIVABLE DOLLAR VALUE

0-30 DAYS

31-60 DAYS

61-120 DAYS

121 DAYS-1 YEAR

OVER 1 YEAR

5. ACCOUNTS RECEIVABLE ASSIGNED TO PRIVATE DEBT COLLECTION AGENCIES, FISCAL YEAR

WHAT NUMBER OF ACCOUNTS WERE ASSIGNED TO PRIVATE DEBT COLLECTION AGENCIES?

DOLLAR VALUE $

6. COLLECTION GOAL (DEFINED AS A PERCENTAGE OF THE DOLLARS AVAILABLE FOR COLLECTION THAT YOUR DEPARTMENT
EXPECTS TO COLLECT IN FISCAL YEAR):

7. RECOMMENDATIONS FOR IMPROVING ACCOUNTS RECEIVABLE COLLECTIONS (E.G., ADMINISTRATIVE ASSISTANCE, AND NEW
AUTHORITY NEEDED) (Attach additional sheet(s) as necessary.):
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