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"An act maki ng appropriations for the
support of the governnent of the State
of California and for several public
pur poses in accordance with the

provi sions of Section 12 of Article IV
of the Constitution of the State of
California, and declaring the urgency
thereof, to take effect imediately."

--State Budget Act
. 1 NTRODUCTI ON

This chapter sets forth University policy and outlines

speci fic accounting procedures for State-funded capital

outl ay appropriations, expenditures, and encunbrances. The
procedures al so include guidelines concerning funding from
non- bonds, general obligation bonds, revenue bonds, and
certain special bonds.

1. GENERAL

State capital outlay appropriations are nade available to the
University of California by specific line-itenms as contained
in the State Budget Act (Budget Act) for each fiscal year.
State appropriation account nunbers (account range 100800 -
100999) are assigned by the Ofice of the President - General
Accounting O fice (General Accounting). To obtain cash from
the State Treasury for capital outlay expenditures, pursuant
to Budget Act line-item authorizations, General Accounting
submts to the State Controller's Ofice nonthly cash advance
cl ai ms drawn agai nst specific appropriation iten(s). These
clains include a certification that the funds requested are
needed to neet the University's current capital outlay

obl i gati ons.

Cash advances received fromthe State Controller are
transferred by General Accounting to the canmpuses to be
credited to the appropriate plant reserves. At that tine,
the State Controller's Ofice records the paynment nade to the
Uni versity as an advance agai nst a specific appropriation's
item nunber. Subsequently, the canpuses and Genera
Accounting submt to the State Controller a No Warrant State
Claim(s) (State Caim which substantiates by subiten(s) the
expenditure of these advances. Any inaccuracies that occur
in charging expenditures to a project appropriation could
result 1n a State audit disallowance and a requirement that
the money be returned.
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To ensure that the University disburses State appropriations
in accordance with the applicable law, it is reconmended that
persons having responsibility over capital funds famliarize
t henmsel ves with the provisions of each year's Budget Act.

PLANNI NG AND DEFI NI TI ONS

A

PRQIECT PLANNI NG GUI DE

Proj ects over $250,000 are consi dered nmaj or projects.
Expendi tures of these capital outlay funds nmust be nade
pursuant to the scope of the approved Project Planning
Quide (PPG for the project for which funds have been
appropriated. The PPG is used by the University and the
State to describe the scope of the project. It provides
that the University nust use funds appropriated by a
specific line-itemonly to acconplish the scope of a
project, as contained in the approved PPG Prior to the
rel ease of working drawi ngs and construction funds to a
pl ant expenditure account, this understanding is
reaffirmed when approval is obtained fromthe State Public
Wor ks Boar d.

DEFI NI TI ON OF TERMS

The followi ng definition concerning the use of support
funds for construction projects is found in section 6 of
t he Budget Act:

No nore than $35,000 of the funds appropriated for
support purposes may be encunbered for prelimnary

pl ans, working drawi ngs, or construction of any project
for the alteration of a State building unless the
Director of Finance determ nes that the proposed
alteration is critical and that it is necessary to
proceed using funds appropriated for support purposes.
The maxi mum cost of any such project shall not exceed
$250, 000, and any approved critical project costing
nore than $35, 000, but not greater than $250, 000, shal
be reported to the Chairperson of the Joint Legislative
Budget Comm ttee or his or her designee, not |ess than
30 days prior to requesting bids for the project.

The follow ng definition of terms is found in section 3 of
t he Budget Act:

Preliminary plans are defined as a site plan,
architectural floor plans, elevations, outline
specifications, and a cost estimate. For each utility,
site devel opnent, or conversion and renodeling project,

*Change 12/ 30/ 95
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the drawi ngs shall be sufficiently descriptive to
accurately convey the | ocation, scope, cost, and nature of
t he i nprovenent being proposed.

Working drawings are defined as a conplete set of plans
and specifications show ng and descri bing all phases of a
project, architectural, structural, nechani cal

electrical, civil engineering, and | andscapi ng systens to
t he degree necessary for the purposes of accurate bidding
by contractors and for the use of artisans in constructing
the project. Al necessary professional fees and

adm ni strative service costs are included in the
preparation of these draw ngs.

Construction, when used in connection with a capital
outlay project, shall include all such related things as
fixtures, installed equipnment, auxiliary facilities,
contingenci es, project construction, managenent,

adm ni stration, and associ ated costs.

Minor projects include design, working draw ngs,
construction, inprovenents, and equi pnment projects.

| V. APPROPRI ATl ONS

12/ 30/ 94

A. ALLOCATI ONS

Al |l ocations of State appropriations to the canpuses are
contained in the Budget Act, which generally is approved
by July of each year. Specific projects are identified in
t he Budget Act by chapter nunber, year, item and subitem
nunbers. After the Budget Act is passed, Ceneral
Accounting sends the accounting officers a list of the
chapter and item nunbers in the Budget Act and the rel ated
University fund nunbers. Separate University fund nunbers
are established for unique nulti-canpus projects, such as
m nor capital inprovenents. University Fund nunbers are
established for projects that have simlar State fund
nunbers and | apsing dates. For exanple, all construction
and equi prent funded fromthe sane State fund nunber woul d
have the same University fund nunber.

Budget Act allocations generally are not funded until
University expenditures are reported; however, State funds
for plant projects are drawn down in advance by Ceneral
Accounting, in anticipation of such expenditures.

RELEASE OF FUNDS
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C.

State appropriations are budgetarily recorded in the Plant
Reserve fund and Unrel eased Projects or Rel eased Project
expendi ture accounts, upon approval of the Budget Act.
Projects requiring further State authorization, e.g.,

subm ssion of working drawings to the Departnent of

Fi nance for approval and the release of funds for
construction, are recorded in Unrel eased State Project.
The budget entry is recorded as foll ows:

Dr.  Plant Reserve X- 100OXXX- 00 XXX
Cr. Unreleased State Project X-9X90XX- 00XXX

Accounting offices respond to individual State Public

Wor ks Board ( SPWB) approvals comruni cated to Chancel |l ors
t hrough the Provost and Senior Vice President--Academc
Affairs (Academ c Affairs) by preparing budgetary entries
debiting the Unrel eased State Project account and
crediting the project account for the approved amount. |f
an account is new, the accounting office nust prepare a
manual of accounts (Form UFIN 1530), or simlar form
Special coding is entered on the formto ensure that the
itemand subitemare listed correctly on the quarterly
State ClaimListing prepared by |ocal canpus data
processi ng centers.

FUND ADVANCES

On a nonthly basis, General Accounting draws down funds
fromthe State and transfers the funds to the canpus using
the State Claimfor Reinbursenment form (Form UFIN 161).
For projects funded by general obligation bonds, the
advance claimmay include several canpuses. For Revenue
Bond projects, advances are separately clainmed and
controlled by line itenms in the State budget. State
internal control procedures limt the anount of advances a
construction project may receive. The calculation of the
anount of funds advanced is based on a nunber of factors,

i ncluding the original draw down schedul e, current
spendi ng patterns, and antici pated expenditures. GCeneral
Accounting should draw down enough funds to neet
expenditures for the current nonth.

Advance cl ainms funded from non-bonds and gener al
obl i gation bonds are sent directly to the State
Controller's Ofice. Advance clains funded from Revenue
bonds and specific bonds are sent to Contracted Fi scal
Services which forwards themto the State Controller's
O fice upon approval.
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The canpus records a credit in a fund bal ance using
transacti on code 1000 for non-bond and general obligation
bonds or transaction code 5000 for multi-canpus revenue
bonds. For canpus specific revenue bonds, such as Energy
Efficiency bonds, the canpus records the credit as a
decrease (credit) to the trustee cash account.

V. EXPENDI TURES

Capital outlay expenditures nust be made in accordance with
the foll owm ng guidelines:

A. EXPENDI TURE MUST BE FOR SPECI FI C PRQJECTS

Each appropriation itemor subitem shall be authorized by
General Accounting only for the purpose specified in the

Budget Act. Appropriations for major projects are not

i nt erchangeabl e either between or within projects unl ess

approved by the State and Academ c Affairs.

B. QUALIFYING CONTROL LANGUAGE

All expenditures for a construction project nmust be made

i n accordance with any qualifying control |anguage inposed
by the Legislature at the tinme the funds are nade
avai l able in the Budget Act; otherw se, the University
coul d be subject to an audit disall owance.

C. M NOR CAPI TAL FUND TRANSFERS

Chancel l ors and the Vice President--Agriculture and

Nat ural Resources have been del egated authority, with
certain limtations, to transfer funds between State
approved m nor capital inprovenent projects in cases where
an adj ustnment between projects becones necessary. The
followwng limtations shall apply to such transfers:

1) The transfer nust be between approved m nor capita
i nprovenent projects within the sane Budget Act.

2) The transfer must not change the purpose or scope of a
proj ect .

3) The dollar amount of funds to be transferred is limted
to 25% of the funds budgeted for the project initiating
the transfer. The transfer may not increase the
funding to a total exceeding the current ceiling for
m nor capital inprovenents (currently $250, 000).

12/ 30/ 94 TL 63
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E

4) The transfer of any surplus funds not within the above
paraneters requires concurrence from Academ c Affairs.

The all ocation, expenditure, and transfer of m nor capital
i nprovenent funds nmust be accounted for in sufficient
detail to permt canpuses to prepare the reports required
by General Accounting and the State. Each cal endar year,
Academ c Affairs nust prepare an annual post-audit report
for the Joint Legislative Budget Commttee detailing State
m nor capital inprovenents funded by the preceding year's
Budget Act. Instructions concerning the canpus
information required for this report, including subm ssion
requi renents and changes in reporting requirenents, is
sent to canpuses annually.

PRI OR EXPENDI TURE( S)

No expenditure is valid if it was incurred, or work was
performed, prior to the effective date of the
appropriation. For exanple, assune that an appropriation
is made available to a canpus by the 1997 Budget Act

(whi ch becones effective as of July 1, 1997) and that a
consul tant, who was retained under a contract dated on or
prior to June 30, 1997 to provide technical services in

t he devel opnent of the project, submtted an invoice for
wor k done prior to July 1st. Under such circunstances, it
is unlawful to pay for these services fromthe 1997 Budget
Act appropriation, and the anount of such a paynent would
be subject to audit disallowance. |f the consultant

provi ded services on or after July 1, 1997, however, the
1997 appropriation could be used as a proper source of
paynment for work done in the 1997-98 fiscal year.

The State Budget is usually retroactive to July 1 even if
t he Governor signs the Budget at a |later date. However, a
canpus nmust conmt its own funds if expenditures are
incurred after July 1 but prior to the signing of the
Budget or prior to approval of funding by the voters. The
canpus would then be required to fund these expenditures
if the itemis "blue lined" by the Governor or if funding
is not approved by the voters.

(For the purposes of this discussion, it is assuned that
there is no further State approval or authorization needed
to spend the funds.)

PERI OD OF AVAI LABILITY

The period of availability of funds is defined as the
period of tinme during which expenditures and encunbrances

12/ 30/ 94
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may be made to finance the devel opnent of a project for
which a State appropriation is made. The period of

avai lability of funds for a capital appropriation
commences as of July 1 of the fiscal year in which funds
are appropriated by the Budget Act. The duration of the
period is usually specified in each year's Budget Act.

In general, funds are available for a three-year period
for expenditure and encunbrance for construction, and
acquisition of a major capital outlay project and the
purchase of equipment. Funds are avail able for a one-year
period for expenditure and encunbrance of funds
appropriated for preliminary planning, working drawings,
study, and minor capital outlay projects. The funds with
t he | ongest period avail able shoul d be used when projects
have nore than one appropriation on a particular line
item

During the period of availability of funds, a canpus nust
ei ther expend the appropriated funds (paynents to
contractors, consultants, vendors, suppliers, authorized
Uni versity departnents, etc.) or encunber them Both the
expendi ng and the encunbering processes nust | eave
acceptable audit trails. The last day of the period of
availability, June 30th, (of the first or third year) is
referred to as the lapsing date of the funds. After this
date no additional encunbrances can be placed agai nst
appropriations that have expired; however, the University
has two additional years to expend the encunbered funds.
(There are exceptions to this provision as indicated in
sections VI. E. and F, Adjustnments and Liquidation.)

It is always necessary to refer to the Budget Act
provi sions and the State Reconciliation Report to
determ ne the period of availability of funds for a
particul ar appropriation.

Exhi bit A contains a graph show ng the period of
availability of funds from State capital appropriations.

PRI ORI TY OF EXPENDI TURES

Wth respect to projects with nultiple funding sources,
the priority of expenditures is very inportant and should
be considered at all tinmes to ensure that funding is not

| ost, that funds authorized are used properly, and that
the funds are used in the sequence nbst advantageous to
the University.

TL 63



PLANT ACCOUNTI NG  STATE CAPI TAL PRQIECTS
P-415-71

ACCOUNTI NG MANUAL Page 9

TL 63

G

Projects that receive authorizations fromtwo or nore
State funds should expend funds with the earliest |apsing
date first (usually the ol dest appropriations).

Projects al so may be funded from a conbi nati on of sources
i ncl udi ng donation, State, University or borrowed funds.
In general, where no specific restrictions are placed on
any of these funds, it is preferable to apply expenditures
first against donation funds, followed by State funds,
University funds, and borrowed funds. However, this
general rule may not always be applicable, because in sonme
instances, it is preferable to spend State noney first
because of the | apsing dates or to increase the earnings
on the donation funds. In addition, penalty paynents may
be required on sone bond funds if the funds are not spent
within a specified period of tinme. Therefore, plant
accountants should review plant expenditures periodically
wi th the above considerations in mnd. Al decisions on
the priority of expenditures should be coordinated with

t he accounting officer.

If it is determ ned that charges were nade agai nst funds
in an inproper sequence, an adjusting journal entry should
be made to record the charges against funds in the
appropri ate sequence.

VALI D EXPENDI TURES

An expenditure is valid only if the encunbrance associ at ed
with it was initiated before the | apsing date of the
period of availability of funds. After the |apsing date,
no additional encunbrances are permtted agai nst

unconmm tted project fund bal ances.

For exanple, assune that a canpus has a 1994 State
appropriation with a period of availability of funds from
July 1, 1994, through June 30, 1997, and that an
unencunber ed bal ance exi sts as of June 30, 1997. It is
proposed that a consulting agreenent be recogni zed as an
encunbrance against this balance. |f the canpus executes
an agreenent dated July 1, 1997, or thereafter, services
performed pursuant to that agreenent cannot be paid from
the 1994 appropriation because any unencunbered funds in
exi stence as of the |lapsing date nust revert to the State
Treasury.

An exception may be nmade if a canpus requests a
reappropriation, through Academ c Affairs, and the request
is approved by the State. Thi s request shoul d be nade
during the original period of availability.

12/ 30/ 94
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** H  ADM NI STRATI VE AND CONTI NGENCY COSTS

For State-funded projects, the total of adm nistrative and
contingency costs should not exceed the total construction
costs by nore than 18% for new construction and 20% f or
renovation projects. In order to conformto the rules for
such projects, certain expenditures may be classified as
ot her than adm nistrative and recorded in Sub 8, Speci al
Items. For exanple, if a project requires a traffic
consul tant because of heavy traffic, the amounts paid to
the consultant can be recorded in Sub 8. The use of Sub 8
must be approved by the Director of State Capital

Pl anning, Ofice of the President.

. NO WARRANT STATE CLAI M5

At the end of each quarter, No Warrant State Clains (State
Clains) are submtted in support of advances obtai ned
during the quarter. These clains are prepared by canpus
accounting offices, and are sent either to the State
Controller, Contracted Fiscal Services, or Ceneral
Accounting. GCenerally, the only clains sent to General
Accounting, for forwarding to the State Controller, are
claims for mnor capital projects and for programm ng and
prelimnary plans. Normally, the only State C ains sent
to Contracted Fiscal Services are SPWB Revenue Bond

proj ects.

A State Claimis prepared using a No Warrant State Claim
form (Form UFIN 162). When preparing a Form UFI N 162,
refer to the letter from General Accounting that lists
chapter and item nunbers fromthe Budget Act with
correspondi ng University fund nunbers. Up to eight
characters for the schedul e nunber are allowed on the
form The first two characters are the letters CX
(Capital Expenditures). The next two characters are the
canpus abbreviation. For exanple, the Davis canpus can
use D or DA. This abbreviation aids General Accounting
and the State Controller in identifying the canpus
submtting the claim The canpus can develop its own
sequence for the remai ni ng nunbers.

| nformati on needed to conplete colums PGM ELE, COW, and
TASK on Form UFI N 162 can be extracted fromthe State
Controller's Ofice Agency Reconciliation Report.

In the section entitled Menorandum Cl ai m-Not for

Rei nbur senent, the begi nning bal ance shoul d be the anount
indicated in the Budget Act, even though this anmount may
differ fromthe final appropriation nade by Academ c

**Addi tion 6/30/97 TL 73
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Affairs. This anmount should only change if there is an
augnentation by the State. The begi nning bal ance, |ess
previ ous accounting, should agree with the anmount on the
State Controller's Ofice Agency Reconciliation Report
which is sent nonthly to the canpus plant accountant. The
accounting office should reconcile this report to the
canpus general |edger and total State Cains submtted.

A subitem may not be overclaimed under any circumstances.
If a fund within an account is overdrawn, the overdraft
must be transferred to other funds in the sanme account.
Amounts charged to an account in error should be
transferred to the correct account. 1In all cases, the
bal ance on the Fund Summary nust be reconcil ed.

State Claims for credit amounts should not be submitted to
the State under any circumstances. Credit anounts shoul d
be of fset against future State Clainms or sent to General
Accounting for special handling.

A C aim Schedul e Signature Authorization card nust be kept
on file with the State Controller's Ofice for anyone who
signs a State Claim

Claimdetail consisting of two or nore separately total ed
sheets nust include a calculator tape. The follow ng
guidelines apply only to State Clains submtted to the
State Controller's Ofice or Contracted Fiscal Services:
when there are ten or nore pages of detail with a State
Claim the claimnust be bound together at the top by a
ri bbon or cord, which nmust pass through hol es punched in
t he docunents, and tied in a bow knot at the back of the
claim |If the detail is less than ten pages, the claim
can be stapled. The claim will not be processed i1f the
documents are held together by a paper clip or rubber
band.

When original detail docunentation cannot be included with
the State Caim the follow ng statenent nust be attached
to each page:

"This bill has been checked agai nst our records and
found to be the original one presented for paynent and
has not been paid. W have recorded this paynent in
order to prevent a duplicate paynent."

Form UFI N 162 consists of two white pages, a pink page,
and a yell ow page. The two white pages, with a listing of
expenditures attached, are sent either to General
Accounting, the State Controller, or Contracted Fiscal

6/ 30/ 97
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Services, as appropriate. The pink page, with supporting
docunentation and a reconciliation to the general |edger
fund summary, nust be forwarded to CGeneral Accounting.

(See Exhibit B for a sanple reconciliation.) The yell ow
page is retained for canpus files.

J. CLAI MS DEADLI NE

State Clains are due in General Accounting or the State
Controller's Ofice no later than the 15th day of the
second nonth followng the end of a quarter. For exanpl e,

clainms for the quarter ending June 30 should be received
no | ater than August 15.

6/ 30/ 97 TL 73
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ENCUVBRANCES

Encunbrances are defined as obligations incurred in the form
of contracts, purchase orders, interdepartnental
requisitions, and simlar itens that becone payabl e when
goods are delivered or services are performed. A valid plant
encunbrance can be recorded in the general |edger only if
there are sufficient unencunbered funds available in the
project to cover the anbunt. A docunent to encunber funds,
Initiated by the canpus architects and engi neers office and
accepted for processing by the accounting office, should neet
ot her requirenents in accordance with the approved Capital

| mprovenent Budget, including tinmely establishnent of the
encunbrance during the period of availability of funds.

These requirenents, plus encunbrance for the lag and

i quidation of encunbrances, are di scussed bel ow

A. ESTABLI SHMVENT

An encunbrance nust be established during the period of
availability of funds. Funds authorized for allocation to
a canpus plant expenditure account by Academ c Affairs
include a | apsing date. After this date, further fund
commtnents are not authorized, except at the direction of
Academ c Affairs. Al valid encunbering docunents nust be
dated on or before the |apsing date. Every effort should
be made to ensure that the accounting office receives such
docunents as early as possible prior to the end of the
fiscal year

In considering the tineliness of a conmtnent, any State
audit will be based on the final June 30th copy of the

pl ant expenditure account. All encunbrances that renmain
unliqui dated as of June 30th of the year in which the
period of availability of funds term nates nust be
reviewed by the canpus prior to or upon receipt of the
prelimnary June general |edger, in order to determ ne
whet her the encunbrances are valid obligations of the

Uni versity and whether the ambunts encunbered are accurate
or require adjustnents that nust be reflected in the final
June 30t h general | edger.

B. BASI S FOR ESTABLI SHVENT

The approved University of California Project Capital

| nprovenent Budger (Budget) is included in the PPG which
contains an item zed statenent of anticipated project
expenditures. Insofar as these itens relate to
construction, supervision (internal and external), and
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C.

D

ot her special itenms necessary for the successful
conpletion of a project, the canpus architects and

engi neers office should take action during the period of
availability of funds to identify and encunber separately
t he anbunts necessary for the project. These encunbrances
are established by contract amounts, or upon the execution
of interdepartnental requisitions by the canpus architects
and engi neers office, in anmounts not greater than the
anounts listed in the approved Budget. An encunbrance nmay
be established for estimted architect and engi neer
expenses to be incurred during the guarantee period which
follows the conpletion of a project.

ENCUMBRANCE FOR THE LAG

Wil e nost itens are encunbered on the basis of purchase
orders, consultant contracts, construction contracts,
requi sitions, etc., sone project capital expense itens
cannot be so encunbered. These include, but are not
limted to, architect and engi neer recharges, overhead
burden, freight charges, use tax, etc. The canpus
architects and engi neers office may encunber an anount
representing its best estimte of a project's outstanding
obligations, as of the end of the period of availability
of funds. This estimated anount, referred to as the lag,
shal | be considered as a valid encunbrance on the | ast day
of the period of availability of funds, and nust be
included with all other valid encunbrances when

determ ning the anount of a project's unencunbered

bal ance. To establish the anount of the lag agai nst the
project's authorized funding, the canpus architects and
engi neers office is required to submt to the accounting
office, during the period of availability of funds, an

i nterdepartnmental requisition(s) with an acconpanyi ng
expl anation, if necessary, specifying the anount(s) to be
consi dered as the lag.

ENCUMBERI NG DOCUMENTS

Encunbering docunents relating to capital outlay
appropriations are |isted bel ow

1) Purchase Orders (including change orders)
2) Contracts (including change orders)
a) Brief form

b) Short form
c) Long form

12/ 30/ 94



PLANT ACCOUNTI NG  STATE CAPI TAL PRQIECTS
P-415-71
Page 14 ACCOUNTI NG MANUAL

3) Agreenents (including all authorizations)

a) Architects

b) Engi neers

c) Consulting

d) Oher (specialist)

4) Interdepartnental requisitions or orders

a) Physical Plant (Construction and Repair) or
equi val ent

b) Interdepartnental Order and/or Charge (1OC) or
equi val ent

c) Oher (e.g., personnel tinme sheets)

E. ADJUSTMENTS

After an encunbrance has been established, adjustnents can
not be authorized during the two year period follow ng the
| apsing date of the period of availability of funds, with

the foll owm ng exceptions:

1. Substitution of vendors when the original vendor cannot
conply with the request contained in the original
encunbering docunent. Under such circunstances, the
ol d encunberi ng docunent nay be cancelled and a new one
processed, provided that the new encunbering docunent
calls for services and/or materials substantially equal
in kind to those specified in the original docunent.
The new docunent should be issued and processed in the
same nonth that the original docunent is cancell ed.

For audit purposes, all copies of the new docunent nust
contain details concerning the reasons for the
substitution, as well as cross-referencing information.

2. Increases, if an adjustnment to the original estinmate
for a specified service and/or naterial is required as
a consequence of receiving an updated quotati on.

3. Decreases as a consequence of processing the
expendi tures as encunber ed.

4. Decreases as a consequence of cancelling encunbrances.
As a general rule, as long as the adjustnent does not
exceed 20% of the project budget or change the scope of
the project, the adjustnent is allowable.

F. LI QUI DATI ON
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VII.

In I'iquidating encunbrances, disbursenents nust be nade
prior to or during the two years followi ng the |ast day an
appropriation is available for encunbrance. |If
encunbrances are |liquidated (cancelled) during the two-
year period, the released funds nmust be returned to
General Accounting on a tinely basis, along with
information indicating the reason for the cancell ation.
Upon the expiration of the two-year period follow ng the

| apsing date of the period of availability of funds, any
out st andi ng encunbrances nust be cancell ed, and the

bal ance of the State appropriation nust be returned to the
Ceneral Accounting for reversion to the State.

SURPLUS FUNDS

After a project is conpleted and all expenditures have been
reported to the State on Form UFIN 162, any unspent advances
must be returned to the State.

The 1994 State Budget Act initiated a new programthat allows
the University to reall ocate project savings (surplus funds)
on sone of its State capital outlay projects. The surplus
funds can only be used for specific projects. Currently, the
only State funds included in this program are GCeneral

ol i gati on Bonds.

All new projects are recorded in Unexpended Pl ant Funds with
a project nunber different fromthe original State project
nunber .

The current programrequires that project savings be used
within the same period of availability as the original State
appropriation (including reappropriations). Because of this
requi renent, the original State fund nunber nust be used.
General Accounting will continue to advance funds based on
canpus spendi ng patterns. Expenditures will continue to be
reported to the State on Form UFIN 162.

Once a new project is approved, Ceneral Accounting wites a
letter to the State Controller's Ofice requesting a decrease
to the original State line itemand establishing a new |ine
itemand PGM ELE, and COW codes. After the new line
nunbers and codes are sent to the canpus, the canpus can
begin cl ai m ng rei nbursenment for expenditures. The other
information fromthe original appropriation remains the sane
on the new State Caim

VITT. ACCOUNTI NG PROCEDURES
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Capital outlay projects are funded by the State in three
ways: direct financing, State general obligation bonds, and
State revenue bonds. Direct financing and State general
obl i gati on bonds are accounted for in the sanme way because no
debt is recorded in the University's general | edger.

However, the University does record the full liability of
State revenue bonds and rel ated unspent cash held by the

St at e.

A. DI RECT FI NANCI NG AND GENERAL OBLI GATI ON BONDS

The procedures detail ed bel ow nust be followed in
accounting for direct financing and general obligation
bonds. CGeneral Accounting advances the funds to the
canpus which records the transfer as an addition to the
fund bal ance. When funds are received fromthe State,
they are deposited in the Treasurer's cash account and
credited to canpus financial control. The canpus then
prepares the follow ng entry:

Dr. OP Financial Control X-119500
Cr. Plant Reserve X- 100 XXX- 00XXX- 1000

The canpus prepares quarterly State Cains which are sent
to General Accounting or the State Controller's Ofice.
The two white pages of Form UFIN 162, with a listing of
expenditures attached, is sent to the State Controller's
Ofice at the foll ow ng address:

State Controller

Di vi sion of Audits

P. 0. Box 942850
Sacranent o, CA 94250-5874

CGeneral obligation bonds require voter approval.

Therefore, even when a project is included in the State
budget, the project cannot proceed until the bond neasure
is approved by the voters. The University does not record
a liability or make debt service paynents on the genera
obl i gati on bonds.

Cccastionally, special projects are funded outside the
normal State capital appropriations. For exanple, in
Novenber 1988, the voters approved Proposition 99, the
Tobacco Tax and Health Protection Act of 1988 (AB75),

whi ch inposed an additional tax on cigarettes equal to
twenty-five cents per package and an equival ent amount for
all other tobacco products sold in California. The
revenue fromthis tax, which is earmarked for indigent
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Periodically, General Accounting prepares a journal to
transfer these costs to the canpus, as foll ows:
Dr. SPWB Bond Reserve J- 100XXX- 00XXX- 5000

TL 63

Cr. SPWB Bond Prepaid J- 1001 XX- 00XXX

The canpus responds by preparing a canmpus journal
crediting the fund bal ance with a 5000 transacti on code
entry and charging a non-construction project expenditure
account, as follows:

Dr. State Capital Expenditure X- 9 XXXXX- 00 XXX- XXXX
Cr. SPWB Bond Reserve X- 100XXX- 00XXX- 5000

If the liability and trustee cash are recorded by the
canpus, the project expenditure account can be charged
directly, as follows:

Dr. State Capital Expenditure X- 9 XXXXX- 00 XXX- XXXX
Cr. SPWB Bond Trustee Cash X- 1000XX- 00 XXX

The canpus nay al so be required to prepare a budget
journal for these costs.

Ei t her General Accounting or the canmpus prepares a State
Claimfor Rei mbursenent requesting reinbursenent for
paynents of debt service and adm nistrative costs. Wen
t he canpus receives the funds fromthe State, the
followng entry must be made to record the inconme and the
transfer of funds to Retirenent of |ndebtedness:

Dr. Financial Control X-119500

Cr. State Appropriation X- 2 XXXXXK- XXXXX

Dr. Unexpended Bal ance X-119850- XXXXX- 0544
Cr. State Capital Lease X-1017XX- 017XX- 3045

State adm nistrative costs are charged to the canpus as
ot her m scel | aneous deductions, as foll ows:

Dr. State Capital Lease X-1017XX- 017XX- 2998
Cr. Financial Control X- 119500

Funding for debt service is either transferred to General
Accounting or recorded by the canmpus. Wen the canpus is
responsi ble for recording the liability, it is also
responsi ble for the debt service paynent. |In this case,
the follow ng entries are nade:

Dr. SPVWB Trustee Cash X-1016XX- 017XX
Cr. Cash X- IXXXXX
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The follow ng entry is made by CGeneral Accounting when
debt service paynents are disbursed by the Ofice of the
Presi dent:
Dr. SPWB Trustee Cash J-1016XX- 017XX
C. SPWB State Lease J-1017XX-017XX-5100
Dr. Canmpus Financial Control J-1195XX- 0900X0
Cr. Cash J-110000
The canpus nust prepare the following entry in response to
t he above entry:
Dr. State Capital Lease X-1017XX- 017XX-5100
Cr. Financial Control X-119500
After the bond holders are paid, the entry to decrease the
trustee cash account and to record the principal (P) and
interest (I) anmounts is nade as foll ows:
Dr. SPWB State Lease (P) X-1017XX- 017XX- 2190
Dr. SPWB State Lease (1) X-1017XX- 017XX- 2290
Cr. SPWB Trustee Cash X-1016XX- 017XX
By June 30th, the canpus or General Accounting nust adjust
the liability account in Investnent in Plant for the
princi pal paynents.
The adm ni strative costs paid by General Accounting are
charged to the canpus, as foll ows:
Dr. Canmpus Financial Control J-1195XX- 0900X0
Cr. Cash J-110000
The canpus nust prepare the following entry in response to
t he above entry:
Dr. State Capital Lease X-1017XX- 017XX- 2998
Cr. Financial Control X- 119500
** A listing of equipnment funded by State Revenue Bonds (wth

a short description of each item nust be submitted to
Contracted Fiscal Services within two nonths of subm ssion
of the final no warrant claimto the State. For non-
inventorial itenms, use general descriptions, such as
"glassware,” "lab furniture,” "office furniture," etc.

| tens under $500 can be grouped toget her.

**Addi tion 6/30/97 TL 73
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C. STATE PUBLI C WORKS BOARD ENERGY PRQIECTS

The O fice of Energy Assessnments (CEA) has a programto
fund energy efficiency projects fromthe sale of SPWB
bonds, which requires that projects be conpleted within
three years after the sale of the bonds. The annual
repaynment is 90% of the estimated purchased utilities
savi ngs generated annually by each project, beginning with
the first fiscal year after the project is conpleted.
After the | oan has been repaid, the purchased utility
savings will be shared equally by the University and the
State. These projects have no | apsing date on the funds
ot her than bond restrictions.

Funds received for energy conservation capital projects
are recorded in a fund within the borrowed funds range
assi gned by CGeneral Accounting. Such funds are not
recorded under State appropriation funds. The State can
now tenporarily finance these projects wwth PMA | oans or
notes of anticipation. The State allocates the funds by
project when SPWB sells bonds. This allows the canpus to
record the trustee cash and the liability.

The accounting for PMA | oans, notes of anticipation, and
bonds is simlar. To set up the cash account and the
liability amount, the following entry is nade:

Dr. Trustee Cash X-1000XX
Cr. Fund bal ance X- 101 XXX- 01 XXX- 1550

The canpus nust request a reinbursenent of expenditures on
a nonthly basis. According to the requirenments for SPWB
projects, special instructions for preparing a State C aim
for Rei mbursenent of expenditures is prepared by General
Accounting. The docunmentation for the claimnmay be
supported by a copy of the canpus project expenditure

| edger. STIP interest expense resulting fromthe negative
cash bal ance is reinbursable by the State and shoul d be
included in the claim The proceeds received fromthe
State for STIP interest expense should be credited to the
expendi ture account.

The Schedul e Nunmber in the upper right hand colum of Form
UFI N 161 shoul d be EBXX####; EB and XX are the
abbrevi ati ons for Energy Bonds and the canpus,
respectively. The signs #### represent sequenti al

nunbers. Canpuses may use a copy of the detail fromtheir
| edger as supporting docunentation for the claim
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Each time a Form UFIN 161 is submtted to the State,
General Accounting will informthe canpuses if a Transfer
of Cash formis required. The Transfer of Cash Form nust
be signed by soneone authorized to sign a UFIN 161. For
sone tenporarily funded PM A | oan funded projects, the
loan is not for the full approved budget anount. Wen
this is the case, the canpus plant accountant is required
to request additional |oan funds from OEA. (OEA shoul d be
allowed up to two nonths for processing such a request.)
At the tinme of the request, the plant accountant should
know the estimated cash needs for the succeeding twel ve
mont hs. Questions concerning PM A | oans shoul d be
addressed to CEA or General Accounting.

The white copies of the State Claimfor Reinbursenent, the
detail, and the Transfer of Cash form nust be sent to:

Contracted Fiscal Services - CGeneral Services
1325 "J" Street, Room 1510
Sacranento, CA 95814

Ceneral Accounting codes the State O aimfor Rei nmbursenent
on the Treasurer's Report to the canpus financial control.
In response, the follow ng financial journal entry should
be made by the canpus:

Dr. OP Financial Control X-119500
Cr. Trustee Cash X- 1000XX- OXXXX

The approved project anmount shoul d be appropriated even

t hough this amount may differ fromthe total funds
avai l able. Investnent incone earned on the bal ances held
by the State funds the difference between the
appropriation and the funds avail abl e.

During the construction period, canpuses are invoiced by
CEA for the reinbursenent of such costs as State staff
sal aries, outside consultants, etc. The canpus should
review the invoice. |f OEA does not receive a negative
response within thirty days, it pays the invoice fromthe
proj ect construction account. SPWB al so charges the
projects for capitalized interest expense and credit it
for interest incone. As paynents are nade fromthe
trustee cash account, the follow ng financial journal
entry is made by the canpus to record interest and

adm ni strative costs:

Dr. Plant Expenditures X- OXXXXK- 0L XXX- XXXX
Cr. Trustee Cash X- 1000XX- 01 XXX
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At fiscal year end, during the construction phase,
canpuses should record as a liability, in account 101981,
the total amount borrowed fromthe State, including
expenditures paid by SPWB. After the project is
conpleted, the liability anmount on the general | edger
shoul d equal the total outstanding | oan.

Any remaining interest inconme, unexpended construction
funds, or reserve anounts in the State Cash account w ||
be used to pay the final principal paynent. The canpus
should record interest incone in Retirenent of

| ndebt edness using i nvestnent account nunber 101612 and
fund nunber 01796. The financial journal entry is made as
fol | ows:

Dr. SPWB Energy Bond St Cash X-101612- 01796
Cr. SPWB Energy Bond Reserve X-101796-01796- 1305

Periodically throughout the year, CGeneral Accounting sends
a schedul e reporting the balance of the State Cash
account. Canpuses are responsible for reconciling the
State Cash account to the University | edger and nmaki ng any
necessary adjustnents. Any renaini ng unexpended
construction funds and reserve anounts shoul d be recorded
inthe Investnent in Plant liability account and
Retirenent of | ndebtedness investnent subaccount, as
fol | ows:

Dr. Investnent in Plant X-101999- 01990

Cr. SPWB Energy Bond Li ab. X-101981

Dr. SPWB Energy Bond St Cash X-101612- 01796

Cr. SPWB Energy Bond Reserve X-101796-01796- 3500

Debt service paynents are nmade sem -annually. The State
di sburses the Energy Efficiency Revenue Bond debt service
paynments directly fromthe University's appropriation,
thus elimnating the requirenent for claimng

rei nbursenents fromthe State. GCeneral Accounting
approves all paynents prior to distribution of the
paynments and i nforns the canmpuses of the amounts. The
canpuses nust use this infornmation to record the revenue
and debt service paynents. The followi ng entry shoul d be
made to record the State revenue and the transfer to
Retirement of |ndebtedness funds:

Dr. Unexpended Bal ance X-119850- XXXXX- X- 0544
Cr. State Appropriation X- 2 XXXXXK- XXXXX
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The transfer fromcurrent funds to the bond cash account
is recorded in the Retirenent of |ndebtedness fund group.
These funds nust be recorded in a bond cash account
because the debt service paynents may not equal the

princi pal and interest paynents made to bond hol ders. The
entry is as foll ows:

Dr. SPWB Energy Bond St Cash X-101612-01796
Cr. SPWB Energy Bond Reserve X-101796-01796- X- 3045

The actual debt service (per the anortization schedul e
provi ded by Contracted Fiscal Services), should be
recorded by using transaction code 2191 for principal and
2291 for interest, as follows:

Dr. SPWB Energy Bond Reserve X-101796-01796-X-2191
Dr. SPWB Energy Bond Reserve X-101796-01796- X-2291
Cr. SPWB Energy Bond St Cash X-101612-01796

By fiscal year end, the canmpus nust adjust the liability
account in Investnent in Plant for the principal paynents
made during the year.

After the project is conpleted, admnistrative fees are
paid and clainmed for reinbursenment by General Accounti ng.
These paynments are charged and credited (for the revenue)
to canpus financial control accounts.

Surplus construction funds may be used to fund debt
service provided the project was not been closed out. As
projects near conpletion, the canpus should notify General
Accounting to ensure that surplus funds can be used
effectively.

STATE SPECI AL REPAI RS

On occasion, the State designates in the University's
current operations budget |arge suns of general fund
support for special repairs. These funds are normally
used for deferred maintenance rather than capital
expenditures. Due to the special nature of these
projects, however, canpuses can account for themin the
Unexpended Pl ant Funds subgroup.

After the canpus receives approval to proceed with a
project, the plant accountant prepares a budgetary entry
debiting State Appropriation Fund 00997 for 1997-98
projects, and 00998 for 1998-99 projects, etc., and
crediting plant expenditure account 9XXXXX.

TL 73



PLANT ACCOUNTI NG STATE CAPI TAL PRQIECTS
P-415-71

ACCOUNTI NG MANUAL Page 25

TL 73

Sem -annual ly, including at fiscal year-end, the canpus
accounting office must transfer these plant expenditures
to a current fund account which is classified as
"Qperation and Mai ntenance of Plant."” Fund nunber 19911
is used to account for these expenditures. The financial
journal entry should be nade as foll ows:

Dr. Expenditures-Current Fds X- 64XXXX-19911- XXXX
Cr. Plant Expenditures X- OXXXXX- 0099 X- XXXX

For control purposes, the appropriation in the plant
expendi ture account should be decreased by the anmount of
the expenditure transfer.

Transacti on code 9700 should be used if the expenditure
can be capitalized. At the end of the fiscal year, the
following entry is nade to capitalize Current Funds
expendi t ur es:

Dr. Individual Asset Accts X-1018XX- 01990
Cr. Invested in Pl ant X-101999- 01990

Refer to Accounting Manual chapter P-415-1, Pl ant
Accounting: Capitalization of Expenditures Made from
Current Funds, for nore information.

Cl ai n8 nade agai nst State CGeneral Funds shoul d be
submtted to the State, under Budget Act |tem 6440-001-
001, subitem (a), fund 19911, using the procedures in
effect for claimng State support. At the tine of

subm ssion, the canpus records the credit fromthe claim
in an inconme account X-2XXXXX- XXXXX and sets up an
appropriate current fund receivable. (The inconme credit
shoul d not be put in unexpended plant funds.) The entry
shoul d be nade as foll ows:

Dr. A/R State Appropriation X- 1121 XXX- XXXXX
Cr. State Appropriation X- 2 XXXXXK- XXXXX

The canpus records the proceeds fromthe State as foll ows:

Dr. OP Financial Control X- 119500
Cr. AR State Appropriation X- 11 IXXX- XXXXX

As with all State General Funds Appropriations, unexpended
funds nust be encunbered by June 30 of the year
appropriated and spent within the next two years. Any
liens in the plant account should be transferred to
current funds and accounted for as State Support |iens at
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year-end, i.e., funded and carried forward. In the new
year, the liens should be transferred back to the plant
account (fund 00997). The expenditures nade agai nst these
liens should not be clainmed in the new year. In Decenber
and June of the second year, the plant expenditures from
both funds (00997 and 00998) should be transferred to fund

19911.
| X. RESPONSI Bl LI TI ES

Accounting officers are responsi ble for ensuring that the

appropriation is approved prior to awarding a contract, and

that commtnments and expenditures for major and m nor
projects are made within the established limtations.

X. REFERENCES

Accounting Manual chapters:

P-415-3 Pl ant Accounting: Investnent in Plant

P-415-5 Pl ant Accounting: Retirenent of |ndebtedness

P-415-8 Pl ant Accounting: Unexpended Pl ant Funds

Director Donald L. Alter, Menorandumto Accounting

Oficers on Revised Reporting Procedures for Energy

Efficiency Bond Projects, June 7, 1989.

Princi pal Accountant Ken Strangfeld, Menmorandumto Pl ant

Accountant Staff (applicable to all canpuses) on
Enerqgy Efficiency Projects, February 9, 1990.

Director Donald L. Alter, Menorandumto Accounting
Oficers on State Funded Debt Service, February 21
1990.

Hi storical note: This chapter supersedes chapter P-415-21, Pl ant

Accounting: State Appropriations, Expenditures, and

Encunbrances, and updates the material fornerly contained in that

chapter. Accounting Manual chapter first published 11/1/88;

revised: 3/1/90, 12/30/94, 12/30/95, and 6/30/97; anal yst--Ken

Strangfeld
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For control purposes, the appropriation in the plant
expendi ture account should be decreased by the anmount of
the expenditure transfer.

Transacti on code 9700 should be used if the expenditure
can be capitalized. At the end of the fiscal year, the
followng entry is nade to capitalize Current Funds
expendi t ur es:

Dr. Individual Asset Accts X-1018XX- 01990
Cr. Invested in Pl ant X-101999- 01990

Refer to Accounting Manual chapter P-415-1, Pl ant
Accounting: Capitalization of Expenditures Made from
Current Funds, for nore information.

Cl ai n8 nade agai nst State CGeneral Funds shoul d be
submtted to the State, under Budget Act |tem 6440-001-
001, subitem (a), fund 19911, using the procedures in
effect for claimng State support. At the tine of

subm ssion, the canpus records the credit fromthe claim
in an inconme account X-2XXXXX- XXXXX and sets up an
appropriate current fund receivable. (The inconme credit
shoul d not be put in unexpended plant funds.) The entry
shoul d be nade as foll ows:

Dr. AIR State Appropriation X- 111 XXX- XXXXX
Cr. State Appropriation X- 2 XXXXXK- XXXXX
The canpus records the proceeds fromthe State as foll ows:
Dr. OP Financial Control X- 119500
Cr. AR State Appropriation X- 111 XXX~ XXXXX

As with all State General Funds Appropriations, unexpended
funds nust be encunbered by June 30 of the year
appropriated and spent within the next two years. Any
[1tens in the plant account should be transferred to
current funds and accounted for as State Support |liens at
year-end, i.e., funded and carried forward. In the new
year, the liens should be transferred back to the plant
account (fund 00997). The expenditures nade agai nst these
liens should not be clainmed in the new year. [In Decenber
and June of the second year, the plant expenditures from
both funds (00997 and 00998) should be transferred to fund
19911.
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| X. RESPONSI Bl LI TI ES

Accounting officers are responsi ble for ensuring that the
appropriation is approved prior to awarding a contract, and
that comm tnents and expenditures for major and m nor
projects are made within the established limtations.

X. REFERENCES

Accounting Manual chapters:
P-415-3 Pl ant Accounting: Investnent in Plant
P-415-5 Pl ant Accounting: Retirenent of |ndebtedness
P-415-8 Pl ant Accounting: Unexpended Pl ant Funds
Director Donald L. Alter, Menorandumto Accounting

Oficers on Revised Reporting Procedures for Energy
Efficiency Bond Projects, June 7, 1989.

Princi pal Accountant Ken Strangfeld, Menorandumto Pl ant
Accountant Staff (applicable to all canpuses) on
Enerqgy Efficiency Projects, February 9, 1990.

Director Donald L. Alter, Menorandumto Accounting
Oficers on State Funded Debt Service, February 21, 1990.

Hi storical note: This chapter supersedes chapter P-415-21, Pl ant
Accounting: State Appropriations, Expenditures, and
Encunbrances, and updates the material fornerly contained in that
chapter. Accounting Manual chapter first published 11/1/88;
revised: 3/1/90, 12/30/94, and 12/30/95; analyst--Ken Strangfeld
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EXH BIT A PER OD OF AVAI LABI LI TY OF STATE CAPI TAL APPROPRI ATI ONS

Addi ti onal Approval Period of Availability From Date of State Budget Act*
Appropriation Required to Rel ease July 1 June 30 June 30 June 30 June 30 June 30

Pur pose Funds 1995 1996 1997 1998 1999 2000
o R R R |
Acqui sition None | |
| |
| |
_ EERREEE |
St udy Al l ocation by |

Academ c Affairs

M nor Capital Allocation by |

|

Projects Academi c Affairs |

| |

| |

Prelimnary None | |

Pl ans | |

| |

| |

[t |

Wor ki ng Approval of Prelim [-------- |
Dr awi ngs Pl ans by SPWB, and

Rel ease of Funds

!
by DOF** | |
| |
| |

Construction Approval of Working
Dr awi ngs by DOF, | |
and Rel ease of Funds | |
by DOF | |

| |
| |

Equi pnent None | | | |

|
DOF Rel ease |
Validly Conmit |
Expend _ ]

|

*Exanpl e for 1995-96 Fiscal Year.
**State of California Department of Finance (DOF)
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EXH BIT B: CAMPUS RECONCI LI ATI ON OF PLANT CLAI M5 FOR THE QUARTER ENDED XX- XX- XX

Caim Sent Caim Fund Det ai
Nunber Chapt er ltem Fund To Anpunt Sunmary Tot al Comment s
Tot al $ $

Reconciling itens not clained:

Code for "Sent To" Columm:

State Controllers
CGeneral Accounting
Ceneral Services Contracted Fiscal Services

2L 0
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EXHBIT C STATE CLAIM FOR REI MBURSEMENT FORM UFI N 161

End.
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