SixTen and Associates
Mandate Reimbursement Services

KEITH B. PETERSEN, MPA, JD, President Telephone: 858)514-86
5252 Balboa Avenue, Suite 807 P Fax: §858; 51 4-8622 :
SanDiego, CA 92117 E-Mail: Kbpsixten@aol.com

September 10, 2003

SEP 17 233

Paula Higashi, Executive Director COMMISEION ON
Commission on State Mandates STATE MANDATES
980 Ninth Street, Suite 300

Sacramento, California 95814

Re: TEST CLAIM OF Santa Monica Community College District
Title 5, California Code of Regulations, Section 59010

Budget and Accounting Manual

Dear Ms. Higashi:

Enclosed are the original and seven copies of the Santa Monica Community College
District test claim for the above referenced mandate.

| have been appointed by the District as its representative for the test claim. The District
requests that all correspondence originating from your office and documents subject to
service by other parties be directed to me, with copies to:

Cheryl Miller, Associate Vice President
Business Services

Santa Monica Community College District
1900 Pico Boulevard

Santa Monica, California 90405-1628

The Commission reguiations provide for an informal conference of the interested parties
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Paula Higashi, Executive Director,
Commission on State Mandates

September 10, 2003

within thirty days. If this meeting is deemed neéessary,
conjunction with a regularly scheduled Commission hea

Sincerely,

WV 3

Keith B. Petersen

C: Cheryl Miller, Associate Vice President
Business Services
Santa Monica Community College District

| request that it be conducted in
ring.




State of California

COMMISSION ON STATE MANDATES
980 Ninth Street, Suite 300

Sacramento, CA 95814 3
(916) 323-3562 | SEP 12 2583

ez (1) | COMMISSION ON
STATE mMAaNDATES

ClaimNo. MA~\C~ 0D

TEST CLAIM FORM

_ Local Agency or School District Submitting Claim

SANTA MONICA COMMUNITY COLLEGE DISTRICT

Contact Person Telephone Number
Keith B. Petersen, President Voice: 858-514-8605
- SixTen and Associates Fax: 858-514-8645

Claimant Address

Santa Monica Community College District
1900 Pico Boulevard
Santa Monica, California 90405-1628

Representative Organization to be Nofified

Dr. Carol Berg, Consultant, Education Mandated Cost Network  Voice: 916-446-7517
¢/o School Services of Califoamia Fax: 916-446-2011
1121 L Street, Suite 1060

Sacramento, CA 95814

This claim alleges the existence of a reimbursable state mandated program within the meaning of section 17514 of the
Govemment Code and section 6, article Xl B of the California Constitution. This test claim is filed pursuant to
section 17551(a) of the Government Code.

Identify specific section(s) of the chaptered bill or executive order alleged to contain @ mandate, including the

" particular statutory code citation(s) within the chaptered hill, if applicable.

Budget and Accounting Manual
Title 5, California Code of Regulations California Community Colleges
Section 59010 Budget and Accounting Manual - 2000 Edition

IMPORTANT: PLEASE SEE INSTRUCTIONS AND FILING REQUIREMENTS FOR COMPLETING TEST CLAIM ON
THE REVERSE SIDE.

Name and Title of Authorized Representative Teléphone No.

Cheryl Miller Voice: (310) 434-4221
Associate Vice President, Business Services FAX: (310) 434-3607
Signature of Autharized Representative Date

X 6/ w//}y& W 4} AugustX 7 2003
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Claim Prepared By:
Keith B. Petersen

SixTen and Associates

5252 Balboa Avenue, Suite 807
San Diego, CA 92117

Voice: (858) 514-8605

BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

Test Claim of:
No. CSM

Santa Monica
Community College District

‘ Title 5, California Code of Regulations
, Section 59010
Test Claimant
California Community Colleges
Budget and Accounting Manual
2000 Edition

Budget & Accounting Manual
TEST CLAIM FILING

Vvvvvvvvvvvvv

PART 1. AUTHORITY FOR THE CLAIM
The Commission on State Mandates has the authority pursuant to Government
Code section 17551(a) to “...hear and decide upon a claim by a local agency or school
district that the local agency or échool district is entitled to be reimbursed by the state for
costs mandated by the state as required by Section 6 of Article Xill B of the California
Constitution.” Santa Monica Community College District is a “school district” as defined

in Government Code section 17519."

1 Government Code Section 17519, as added by Chapter 1459/84:

“School District” means any school district, community college district, or county
superintendent of schools.”



10
11
12
13
14
15
16
17
18
19
20

21

Test Claim of Santa Monica Community College District
- Budget and Accounting Manual

PART Il. LEGISLATIVE HISTORY OF THE CLAIM

This test claim alleges mandated costs reimbursable by the state for community
college districts to prepare financial reports and annual budgets that report actual and
projected revenues and expenditures in accordance with the Budget and Accounting
Manual (2000 Edition) as published by the Board of Governors of the California
Community Colleges.
SECTION 1. LEGISLATIVE HISTORY PRIOR TO JANUARY 1, 1975

Prior to 1975, there were no statutes, reguiations or exécutive orders which
required community college districts to prepare financial reports that reported actual and
projected revenues and expenditures in accordance with the »Budget and Accounting
Manual (2000 Edition) as published by the Board of Governors of the California
Community Colieges.
SECTION 2. LEGISLATIVE HISTORY AFTER DECEMBER 31, 1974

The 2000 Edition of the California Community Colleges Budget and Accounting
Manual (hereinafter referred to as the “BAM Manual”) was published by the Board of
Governors of the California Community Colleges in September of 1999. A copy of said
manual is attached hereto as Exhibit 3 and is incorporated herein by reference. The
stated objective of the BAM Manual is to facilitate compliance with the requirement to
report all actual and projected revenues and expenditures by providing a uniform fund-
structures, revenue and expenditure classifications, and other accounting procedures for

the consistent and comparable reporting of financial data by all community college
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Test Claim of Santa Monica Community College District
Budget and Accounting Manual

districts. The major change from pre-1975 accounting procedures is the addition of én
activity-centered approach to expenditure reporting® that describes resource
requirements and their direct costs, and the relative use in each of the major activities
defined for community college operations.® |

Title 5, California Code of Regulations, Section 59010 [filed April 19, 2000]
adopted and incorporated Chapters 2 through 5 of the the BAM Manual® into the
California Code of Regulations, operative on July 1, 2000, giving those chapters the
force of law.

Chapter 2
Fund Structure

Chapter 2 of the BAM Manual (commencing at page 2.1) requires community
college districts to follow a prescribed fund structure, including the use of a

Governmental Funds Group, a Proprietary Funds Group, a Fiduciary Funds Group,

2 Prior to 1975, community college districts were only required to classify
expenditures by object as prescribed by the California School Accounting Manual as
approved by the State Board of Education.

® Prior to 1975, community college districts were only required to classify

‘expenditures by object as prescribed by the California School Accounting Manual as

approved by the State Board of Education.
- “Title 5, California Code of Regulations, Section 59010:

“The Board of Governors hereby adopts and incorporates by reference, into this
provision of the California Code of Regulations, the California Community Colieges
Budget and Accounting Manual chapters 2 through 5 as revised September 1999. This
section shall become operative July 1, 2000.”

% The “2000 Edition” was revised and published as of September 1999.
3
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Test Claim of Santa Monica Community College District
Budget and Accounting Manual

Account Groups and Special Accounting Applications. The chapter details the uniform
fund structure required of all community college districts for daily accounting and
preparation of bﬁdgets and financial reports. This structure aliows districts to establish
any number of funds, subfunds, or accounts for internal accounting, but requires for
external financial reporting purposes that all accounts be consolidated into one of three
groups: (1) Governmental Funds, (2) proprietary Funds, or (3) Fiduciary Funds. The
BAM Manual further requires that all accounts reported within a single fund group use
the same “basis of acco'unting" for timing the recognition of revenues, expenditures, and
transfers. The BAM Manual also requires the use of designated fund code numbers
which are assigned to each fund for the statewide automated reporting system.

(1) Governmental Funds Group

Community college districts are required to use the Governmental Funds Group
to collect financial information on resources used, or available for use, in carrying out
operations associated with the institution’s educational objectives.

With the Governmental Funds Group, .comm'unity college districts are required to
use a modified accrual basis of accounting where revenues and related receivables are
recorded in the accounting period in which they are earned, available, and measurable
unless otherwise specified; whereas, expenditures and related accruals are recognized
in the accounting period in which the fund liability is incurred.

With the Governmental Funds Group, comrhunity college districts are required to

categorize activities either into the General Fund (Accounts 10, seq.), Debt Service
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Test Claim of Santa Monica Community College District
Budget and Accounting Manual

Funds (Accounts 20, seq.), Special Revenue Funds (Accounts 30, seq.), Capital
Projects Funds (Accounts 40, seq.), or discretionary sub-funds.
(2) Proprietary Funds Group

Community college districts are required to use the Proprietary Funds _Gro_up fo
account for those ongoing governmental activities that, because of their income-
producing character, are similar to those found in the private sector.

Community college districts, when using the Proprietary Funds Group, are
required to focus on méasuring the net income, financial position, and changes in cash
flow.

| When using the Proprietary Funds Group, community college districts are
required to recognize revenues and expenses on the full accrual basis; are required to
record fixed assets and related depreciation expenses; are required to record all debts
associated with the business activities; classify assets and liabilities as current and
noncurrent; and fund equity is comprised of contributed capital and retained earnings.

With the Proprietary Funds Group , community college districts are required to
categorize activities either into Enterprise Funds (Accounts 50, seq.), Internal Service

Funds (Accounts 60, seq.), or discretionary sub-funds.

(3) Fiduciary Funds Group

&

Community college districts are required to use the Fiduciary Funds Group to

account for assets held by the district in a trustee or agency capacity for individuals,

~ private organizations, other governmental units, and/or other funds.
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In accbunting for trust funds, community college districts are required to report
revenues, expenditures/expenses and fund balance; whereas, agency funds recognize
only increases and decreases in the liability to the owners of the assets.

When using the Fiduciary Funds Group, community college districts are réquired
to use the modified and full accrual bases of accounting for expendable and
nonexpendable trusts; whereas, for agency funds, districts are required to use the
modified accrual basis of accounting and do not report operations.

With the F iduciary Funds Group , community college districfs are required to
categorize activities either into Trust Funds (Accounfs 70, seq.), Agency Funds
(Accounts 80, seq.), or discretionary sub-funds.

Account Groups

In addition to the three funds groups required above, community college districts
are required to use account groups to establish accounting control and accountability for
general ﬁked assets and general long-term debt.

With Account Groups, community college districts are required to categorize
these accounts into the General Fixed Assets Account Group (Accounts 91, seq.) or the
General Long-Term Debt Account Group (Accounts 92, seq.).

With Account Groups, community college districts are required to present them
as memorandum entries only.

Special Accounting Applications

For the purpose of expediting business service transactions and in accordance
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Test Claim of Santa Monica Community College District
Budget and Accounting Manual

with sound business practices, community college districts are required to establish
separate bank accounts for functions or revenue-producing activities or operations not
directly associated with, but complementary to, the regular instructional and
noninstructional functions of the districts and colleges.

Chapter 3
Accounting for Revenues and Other Financing Sources

Chapter 3 of the BAM Manual (commencing at page 3.1) requires community
college districts to follow specified procedures when accounting for revenues (additions
to assets without any accompanying increase to liabilities). The chapter prescribes the
minimum accountihg standards for classifying revenues and other financing sources and
for abating revenues.

When accounting.in Governmental Funds and Expendable Trust Funds, districts
are required to record revenues when they are earned, measurable and available to pay
liabilities of the current period; whereas, when accounting in Proprietary Funds and
Nonexpendable Trust Funds, districts are required to recognize revenues when they are
earned, regardless of the timing of related cash flows.

Community college districts are reqdired to classify revenues and other financing
sources both by fund (Chapter 2, supra) and by source. Classification by source
requires comm}unity college districts to use major and subsidiary reporting classes.

Community college districts are required to use Federal and State revenue
classifications to record awards or financial assistance which are required to be included

in Federal and State compliance reports.
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The BAM Manual requires that all revenues received or accrued from federal

awards be recorded as Federal Revenues, using controlling account number 8100 and

the following subsidiary accounts:

8110
8120
8130
8140
8150
8160
8170

8190

Forest Reserve

Higher Education Act

Workforce Investment Act (formerly Job Training Partnership Act)
Temporary Assistance for Needy Families (TANF)

Student Financial Aid

Veterans Education

Vocational and Technical Education Act (VTEA)

Other Federal Revenues

The BAM Manual requires that all revenues received or accrued from the state

government (whether distributed by State of local agencies) be recorded as State

Revenues, using controlling account number 8600 and the following subsidiary

accounts:
8610
8620
8650
8670
8680

8690

General Apportionments

General Categorical Programs
Reimbursable Categorical Programs
State Tax Subventions

State Non-Tax Revenues

Other State Revenues
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The BAM Manual requires that all revenues received or accrued from local

sources, other than those classified as federal or State revenues be recorded as Local

Revenues, using controlling account number 8800 and the following subsidiary

accounts:
8810
8820
8830
8840
8850
8860
8870

8890

Property Taxes

Contributions, Gifts, Grants, and Endowments
Contract Services

Sales and Commissions

Rentals and Leases

Interest and Investment Income

Student Fees and Charges

Other Local Revenues

The BAM Manual requires that all incoming transfers as well as proceeds from

long-term debt and sale of fixed assets be recorded as Other Financing Sources, using

controlling account number 8900 and the following subsidiary accounts:

8910
8940

8980

Proceeds of General Fixed Assets
Proceeds of General Long-Term Debt

Incoming Transfers

The BAM Manual requires that when revenue is received by a community college

district and then must be returned to the source from which is it received or paid to

another entity that is entitled to all or a portion of the receipts, the transaction shall be




b whN

(o)]

10

11

12

13

14

15

16

17

18

19

20

Test Claim of Santa Monica Community College District
Budget and Accounting Manual

accounted as an abatement to revenue and not as a charge or an expenditure account.

Chapter 4
Accounting for Expendi d Other Qutgo

Chapter 4 of the BAM Manual (commencing at page 4.1) requires community
college districts to classify expenditures by fund (Chapter 2, supra), activity and object,
and provides for abating expenditures.

Classification of Expenditures by Activity

When classifying expenditures by activity, community college districts are
required to classify all activities as either instructional or administrative and support.
When appropriate, some activities are required to be charged to multiple funds,
apportioning one expense to more than one activity.

For State fiscal purposes, community college districts are required to report
instructional expenditures using a four digit account code comprised of the TOP® two
digit discipline in the first two positions and two zero placeholders in the last two
positions.

For State fiscal purposes, community college districts are required to report
administrative and support expenditures using a four-digit account code comprised of
the ASA’ codes identified in the chapter.

Expenditures for instructional activities are required to be classified by controlling

® TOP is an acronym for the Taxonomy of Programs manual.
7 ASA is an acronym for Administrative and Support Activities.

10
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accounts 0100 through 5900. The direct costs of classroom instruction are recorded by
discipline within Activities 0100 through 4900. Instructional Staff-Retirees’ Benefits and
Retirement Incentives are recorded as activity 5900.

The BAM Manual requires that expenditures incurred for administrative and
support activities be classified by Activities 6000 through 7900. When appropriate,
some activities are required fo be charged to multiple funds, apportioning one expense
to more than one administrative and support activity.

lassification of Expenditure bj

In addition to classifying expenditures by activity, community college districts are
also required to classify expenditures by object. In doing so, districts are required to
segregate expenditures into seven major categories:

1. | Academic Salaries

2. Classified Salaries and Other Nonacademic Salaries

3. Employee Benefits

N Supplies and Materials

5. Other Operating Expenses and Services

6. Capital Outlay

7. Other Outgo
Expenditure Abatements

Community college districts are required to treat the return or cancellation of part

or all of an expenditure previously recorded as an abatement of expenditure and the rule

11
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Test Claim of Santa Monica Community College District
Budget and Accounting Manual

applies to both current expenses and capital outlay expenditures from all funds.

Chapter 5
Acc For Balance She

Chapter 5 of the BAM Manual (commencing at page 5.1) requires community
college districts to classify balancé sheet accounts fbr financial reporting purposes. The
balance sheet of each fund is combined by fund type and account group for reporting in
the district’'s consolidated balance sheet.

The BAM Manual requires that the following account numbers be used for assets:

9100 Cash, Investments, and Receivables

9200 Inventories, Stores, and Prepaid Items

9300 Fixed Assets

9400 Other Debits

The BAM Manual requires that the following account numbers be used for
liabilities:

9500 Current Liabilities and Deferred Revenue

9600 Long-Term Liabilities

The BAM Manual requires that the following account numbers be used for Equity:

9700 Fund Balance

9800 Other Equity

PART Ill. STATEMENT OF THE CLAIM
SECTION 1. COSTS MANDATED BY THE STATE
The California Code of Regulations section and Executive Orders referenced in

12
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this test claim rasuit in community college districts incurring costs mandated by the
state, as defined in Government Code section 17514°%, by creating new state-mandated
duties related to the uniquely governmentat function of providing services to the public
and these statutes apply to community college districts and do not apply generally to all
residents and entities in the state.’

The new duties mandated by the state upon community college districts require
state reimbursement of the direct and indirect costs of labor, materials and supplies,
data processing services and software, contracted services and consultants, equipment
and capital assets, staff and student training and travel to implement the following
activities:

A) Pursuant to Title 5, California Code of Regulations, Section 59010,

® Government Code section 17514, as added by Chapter 1459/84:

"Costs mandated by the state" means any increased costs which a local agency or
school district is required to incur after July 1, 1980, as a result of any statute enacted
on or after January 1, 1975, or any executive order implementing any statute enacted on
or after January 1, 1975, which mandates a new program or higher level of service of an
existing program within the meaning of Section 6 of Article XIIIB of the California
Constitution.

® Public schools are a Article Xlll B, Section 6 “program,” pursuant to Long Beach

Unified School District v. State of California, (1990) 225 Cal.App.3d 155; 275 Cal.Rptr.
449:

“In the instant case, although numerous private schools exist, education in our society is
considered to be a peculiarly government function. (Cf. Carmel Valley Fire Protection
Dist. V. State of California (1987) 190 Cal.App.3d at p.537) Further, public education is
administered by local agencies to provide service to the public. Thus public education
constitutes a ‘program’ within the meaning of Section 6.”

13
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B)

Fund

2A)

2B)

2C)

establishing policies and procedures, and periodically updating those
policies and procedures to implement the use of the Budget and
Accounting Manual (2000 Edition), as published and revised by the Board
of Governors of the California Communjty Colleges.
Pursuant to Title 5, California Code of Regulations, Section 59010,
establishing programs (computerized and manual), and periodically
updating those programs, to report income and expenses pursuant to the
Budget and Accounting Manual (2000 Edition) and to file required reports
on forms as may be required by the Board and other agencies.
ructure:

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
consolidating all accounts into one of three groups:

(1) Governmental Funds,

(2) proprietary Funds, or

(3) Fiduciary Funds
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
reporting all accounts within a single fund group using the same “basis of
accounting” for timing the recognition of revenues, expenditures, and
transfers.
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,

collecting financial information on resources used, or available for use, and

14
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2D)

2E)

2F)

2G)

2H

in carrying out operations associated with the institution’s educational
objectives in the Governmental Funds Group.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
within the Governmental Funds Group, using a modified accrual basis of
accounting where revenues and related receivables are recorded in the
accounting period in which they are earned, available, and measurable
unless otherwise specified; and recognizing expenditures and related
accruals in the accounting period in which the fund liability is incurred.
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
within the Governmental Funds Group, categorizing activities either into
the General Fund, Debt Service Funds, Special Revenue Funds, Capital
Projects Funds, or discretionary sub-funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
using the Proprietary Funds Group to account for those ongoing
governmental activities that, because of their income-producing character,
are similar to those found in the private sector.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
when using the Proprietary Funds Group, measuring the net income,
financial position, and changes in cash flow.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,

when using the Proprietary Funds Group, recognizing revenues and

15
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21)

2J)

2K)

2L)

expenses on the full accrual basis; recording fixed assets and related
depreciation expenses; recording all debts associated with the business
activities; classifying assets and liabilities as current and noncurrent; and
crediting contributed capital and retained earnings to fund equity.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
when using the Proprietary Funds Group, categorizing activities either into
Enterprise Funds, Internal Service Funds, or discretionary sub-funds.
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
accounting for assets held by the district in a trustee or agency capacity for
individuals, private organizations, other governmental units, and/or other
funds in the Fiduciary Funds Group.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
reporting revenues, expenditures/expenses and fund balance when
accounting for trust funds; and only recognizing increases and decreases
in the liability to the owners of the assets when accounting for agency
funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
using a modiﬁed and full accrual bases of accounting for expendable and
nonexpendable trusts when using the Fiduciary Funds Group.; and using a
modified accrual basis of accounting without reporting operations when

reporting agency funds.

16
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2M)

2N)

20)

2P)

2Q)

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
when using the Fiduciary Funds Group, categorizing activities either into
Trust Funds, Agency Funds, or discretionary sub-funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
using account groups to establish accounting control and accountability for
general fixed assets and general long-term debt.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
categorizing Account Groups into the General Fixed Assets Account
Group or the General Long-Term Debt Account Group.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
presenting Account Groups as memorandum entries only.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
establishing and maintaining separate bank accounts for functions or
revenue-producing activities or operations not directly associated with, but
complementary to, the regular instructional and noninstructional functions

of the districts and colleges.

Accounting for Revenues and Other Financing Sources

3A)

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
when accounting for Governmental Funds and Expendable Trust Funds,
recording revenues when they are earned, measurable and available to

pay liabilities of the current period; and, when accounting in Proprietary

17
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3B)

3C)

3D)

3E)

3F)

Funds and Nonexpendable Trust Funds, recognizing revenues when they
are earned, regardless of the timing of related cash flows.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
classifying revenue and other financing sources both by fund and by
source.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
using Federal and State revenue classifications to record awards or
financial assistance which are fequired to be included in Federal and State
compliance reports.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
recording all revenues received or accrued from federal awards as Federal
Revenues, using controlling account number 8100 and other subsidiary
accounts.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
recording all revenues received or accrued from the state government
(whether distributed by State of local agencies) as State Revenues, using
controlling account number 8600 and other subsidiary accounts.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
recording all revenues received or accrued from local sources, other than
those classified as federal or State revenues, as Local Revenues, using

controlling account number 8800 and other subsidiary accounts.

18
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3G)

3H)

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
recording all incoming transfers as well as proceeds from long-term debt
and sale of fixed assets as Other Financing Sources, using controlling
account number 8900 and other subsidiary accounts.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
accounting a transaction as an abatement to revenue and not as a charge
or an expenditure account when revenue is received and then returned to
the source frbm which was received or paid to another entity that is

entitled to all or a portion of the receipts.

Accounting for Expenditures and Other Outgo

4A)

 4B)

4C)

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
when classifying expenditures by activity, classifying all activities as either
instructional or administrative and support, and when appropriate, charging
some activities to multiple funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
reporting instructional expenditures using a four digit account code
comprised of the TOP two digit discipline in the first two positions and two
zero placeholders in the last two positions.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
reporting administrative and support expenditures using a four-digit

account code comprised of the ASA codes identified in the chapter.

19
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4D)

4E)

4F)

4G)

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
classifying expenditures for instructional activities in controlling accounts
0100 through 5900; recording the direct costs of classroom instruction by
discipline in Activities 0100 through 4900; and recording Instructionat Staff-
Retirees’ Benefits and Retirement Incentives as activity 5900.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
classifying expenditures incurred for administrative and support activities in
Activities 6000 through 7900, and when appropriate, charging some
activities to multiple funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
classifying expenditures both by activity and by object. When classifying
expenditures by object, doing so in the seven major categories identified.
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
recording the return or cancellation of part or all of an expenditure

previously recorded as an abatement of expenditure.

Accounting For Balance Sheet

5A)

58)

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 5,
classifying assets into account numbers 9100, 9200, 9300, 9400, and such
other subsidiary accounts as may be required.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 5,

classifying liabilities into account numbers 9500, 9600, and such other

20
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subsidiary accounts as may be required.
5C) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 5,
classifying Equity items into account numbers 9700, 9800 and such other
subsidiary accounts as may be required.
SECTION 2. EXCEPTIONS TO MANDATE REIMBURSEMENT

None of the Government Code Section 17556 statutory exceptions to a finding

' Government Code section 17556, as last amended by Chapter 589, Statutes of
1989:

“The commission shall not find costs mandated by the state, as defined in Section
17514, in any claim submitted by a local agency or school district, if, after a hearing, the
commission finds that:
‘ (a) The claim is submitted by a local agency or school district which requested
legislative authority for that local agency or school district to implement the program
specified in the statute, and that statute imposes costs upon that local agency or school
district requesting the legislative authority. A resolution from the governing body or a
letter from a delegated representative of the governing body of a local agency or school
district which requests authorization for that local agency or school district to implement
a given program shall constitute a request within the meaning of this paragraph.

(b) The statute or executive order affirmed for the state that which had been
declared existing law or regulation by action of the courts.

(c) The statute or executive order implemented a federal law or regulation and
resulted in costs mandated by the federal government, unless the statute or executive
order mandates costs which exceed the mandate in that federal law or regulation.

(d) The local agency or school district has the authority to levy service charges,
fees, or assessments sufficient to pay for the mandated program or increased level of
service.

(e) The statute or executive order provides for offsetting savings to local agencies
or school districts which result in no net costs to the local agencies or school districts, or
includes additional revenue that was specifically intended to fund the costs of the state
mandate in an amount sufficient to fund the cost of the state mandate.

(f) The statute or executive order imposed duties which were expressly included
in a ballot measure approved by the voters in a statewide election.

(g) The statute created a new crime or infraction, eliminated a crime or infraction,
or changed the penalty for a crime or infraction, but only for that portion of the statute
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of costs mandated by the state apply to this test claim. Note, that to the extent
community college districts may have previously performed functions similar to those
mandated by the referenced code sections, such efforts did not establish a preexisting
duty that would relieve the state of its constitutional requirement to later reimburse
community college districts when these activities became mandated.’
SECTION 3. FUNDING PROVIDED FOR THE MANDATED PROGRAM

No funds are appropriated by the state for reimbursement of these costs
mandated by the state and there is no other provision of law for recovery of costs from
any other source.

PART IV. ADDITIONAL CLAIM REQUIREMENTS

The following elements of this claim are provided pursuant to Section 1183, Title
2, California Code of Regulations:
Exhibit 1: Declaration of Cheryl Miller

Santa Monica Community College District

Exhibit 2: Copies of Title 5, California Code of Regulations cited:

Section 59010

relating directly to the enforcement of the crime or infraction.”

" Government Code section 17565, added by Chapter 879, Statutes of 1986:
“If a local agency or a school district, at its option, has been incurring costs which are

subsequently mandated by the state, the state shall reimburse the local agency or
school district for those costs incurred after the operative date of the mandate.”
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Exhibit 3:  California Community Colleges
Budget and Accounting Manual
2000 Edition
Board of Governors of the California Community Colleges
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PART V. CERTIFICATION
I certify by my signature below, under penalty of perjury, that the statements
made in this document are true and complete of my own knowledge or information and
belief.
Executed on August _o?_'Z 2003, at Santa Monica, California by:

Chonoll Snllec

Cheryl Mifler
Associate Vice President, Business Services

Voice: (310) 434-4221
Fax: (310) 434-3607

PART VI. APPOINTMENT OF REPRESENTATIVE
Santa Monica School District appoints Keith B. Petersen, SixTen and Associates,

as its representative for this test claim.

Cheryl Miigr Date
Associate Vice President, Business Services
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DECLARATION OF CHERYL MILLER

SANTA MONICA COMMUNITY COLLEGE DISTRICT

Test Claim of Santa Monica Community College District

COSM No.

Title 5, California Code of Regulations, Section 59010

California Community Colleges
Budget and Accounting Manual - 2000 Edition

(Budget and Accounting Manual)

I, Cheryl Miller, Associate Vice President, Business Services, Santa Monica
Community College District, make the following declaration and statement.

In my capacity as Associate Vice President, Business Services, | am responsible
for the district’'s compliance with the California Community Colleges Budget and
Accounting Manual (2000 Edition). | am familiar with the provisions and requirements of
the Title 5, California Code of Regulations Section and Manual enumerated above.

These Education Code sections require the Santa Monica Community College
District to:

A) Pursuant to Title 5, California Code of Regulations, Section 59010, establishing
policies and procedures, and periodically updating those policies and procedures
to implement the use of the Budget and Accounting Manual (2000 Edition), as
published and revised by the Board of Governors of the California Community
Colleges.

B) Pursuant to Title 5, California Code of Regulations, Section 59010, establishing



Declaration of Cheryl Miller
Santa Monica Community College District

2A)

programs (computerized and manual), and periodically updating those programs,

to report income and expenses pursuant to the Budget and Accounting Manual

(2000 Edition) and to file required reports on forms as may be required by the

Board and other agencies.

Fund Structures

Pursuant to the Budget and Accounting Manuat (2000 Edition), Chapter 2,

consolidating all accounts into one of three groups:

2B)

2C)

2D)

(1) Governmental Funds,

(2) proprietary Funds, or

(3) Fiduciary Funds
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
reporting all accounts within a single fund group using the same “basis of
accounting” for timing the recognition of revenues, expenditures, and
transfers. -
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
collecting financial information on resources used, or available for use, and
in carrying out operations associated with the institution’s educational
objectives in the Governmental Funds Group.
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
within the Governmental Funds Group, using a modified accrual basis of

accounting where revenues and related receivables are recorded in the
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2E)

2F)

2G)

2H

21)

accounting period in which they are earned, available, and measurable
unless otherwise specified; and recognizing expenditures and related
accruals in the accounting period in which the fund liability is incurred.
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
within the Governmental Funds Group, categorizing activities either into
the General Fund, Debt Service Funds, Special Revenue Funds, Capital
Projects Funds, or discretionary sub-funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
using the Proprietary Funds Group to account for those ongoing
governmental activities that, because of their income-producing character,
are similar to those found in the private sector.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
when using the Proprietary Funds Group, measuring the net income,
financial position, and changes in cash flow.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
when using the Proprietary Funds Group, recognizing revenues and
expenses on the full accrual basis; recording fixed assets and related
depreciation expenses; recording all debts associated with the business
activities; classifying assets and liabilities as current and noncurrent; and
crediting contributed capital and retained earnings to fund equity.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
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2J)

2K)

2L)

2M)

2N)

when using the Proprietary Funds Group, categorizing activities either into
Enterprise Funds, Internal Service Funds, or discretionary sub-funds.
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
accounting for assets held by the district in a trustee or agency capacity for
individuals, private organizations, other governmental units, and/or other
funds in the Fiduciary Funds Group.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
reporting revenues, expenditures/expenses and fund balance when
accounting for trust funds; and only recognizing increases and decreases
in the liability to the owners of the assets when accounting for agency
funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
using a modified and full accrual bases of accounting for expendable and
nonexpendable trusts when using the Fiduciary Funds Group.; and using a
modified accrual basis of accounting without reporting operations when
reporting agency funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
when using the Fiduciary Funds Group, categorizing activities either into
Trust Funds, Agency Funds, or discretionary sub-funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,

using account groups to establish accounting control and accountability for
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general fixed assets and general long-term debt.

20) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
categorizing Account Groups into the General Fixed Assets Account
-Group or the General Long-Term Debt Account Group.

2P) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
presenting Account Groups as memorandum entries only.

2Q) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 2,
establishing and maintaining separate bank accounts for functions or
revenue-producing activities or operations not directly associated with, but
complementary to, the regular instructional and noninstructional functions
of the districts and colleges.

Accounting for Revenues and Other Financing Sources

3A) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
when accounting for Governmental Funds and Expendable Trust Funds,
recording revenues when they are earned, measurable and available to
pay liabilities of the current period; and, when accounting in Proprietary
Funds and Nonexpéndable Trust Funds, recognizing revenues when they
are earned, regardless of the timing of related cash flows.

3B) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
classifying revenue and other financing sources both by fund and by

source.
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3C)

3D)

3E)

3F)

3G)

3H)

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
using Federal and State revenue classifications to record awards or
financial assistance which are required to be included in Federal and State
compliance reports.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
recording all revenues received or accrued from federal awards as Federal
Revenues, using controlling account number 8100 and other subsidiary
accounts.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
recording all revenues received or accrued from the state government
(whether distributed by State of local agencies) as State Revenues, using
controlling account number 8600 and other subsidiary accounts.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
recording all revenues received or accrued from local sources, other than
those classified as federal or State revenues, as Local Revenues, using
controlling account number 8800 and other subsidiary accounts.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
recording all incoming transfers as well as proceeds from long-term debt
and sale of fixed assets as Other Financing Sources, using controlling
account number 8900 and other subsidiary accounts.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 3,
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accounting a transaction as an abatement to revenue and not as a charge
or an expenditure account when revenue is received and then returned to
the source from which was received or paid to another entity that is

entitled to all or a portion of the receipts.

Accounting for Expenditures and Other Outgo

4A)

4B)

4C)

4D)

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
when classifying expenditures by activity, classifying all activities as either
instructional or administrative and support, and when appropriate, charging
some activities to multiple funds.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
reporting instructional expenditures using a four digit account code
comprised of the TOP two digit discipline in the first two positions and two
zero placeholders in the last two positions.

Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
reporting administrative and support expenditures using a four-digit
account code comprised of the ASA codes identified in the chapter.
Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
classifying expenditures for instructional activities in controlling accounts
0100 through 5900; recording the direct costs of classroom instruction by
discipline in Activities 0100 through 4900; and recording Instructional Staff-

Retirees’ Benefits and Retirement Incentives as activity 5900.
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4E) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
classifying expenditures incurred for administrative and support activities in
Activities 6000 through 7900, and when appropriate, charging some
activities to multiple funds.

4F)  Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 4,
classifying expenditures both by activity and by object. When classifying
expenditures by object, doing so in the seven major categories identified.

4G) Pursuant to the Budget and Accounting Manual (2000 Edition), Cl;apter 4,
recording the return or cancellation of part or all of an expenditure
previously recorded as an abatement of expenditure.

Accounting For Balance Sheet

5A) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 5,
classifying assets into account numbers 9100, 9200, 9300, 9400, and such
other subsidiary accounts as may be required.

5B) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 5,
classifying liabilities into account numbers 9500, 9600, and such other
subsidiary accounts as may be required.

5C) Pursuant to the Budget and Accounting Manual (2000 Edition), Chapter 5,
classifying Equity items into account numbers 9700, 9800 and such other

subsidiary accounts as may be required.
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more than $1,000 in staffing an& other costs for the period from July 1, 2002
through June 30, 2003 to implement these new duties mandated by the state for
which the school district has not been reimbursed by any federal, state, or local
government agency, and for which it cannot otherwise obtain reimbursement.

The foregoing facts are known to me personally and, if so required, | could
testify to the statements made herein. | hereby declare under penalty of perjury
that the foregoing is true and correct except where stated upon information and
belief and where so stated | declare that | believe them to be true.

EXECUTED this £ 7 __ day of August, 2003, at Santa Monica, California.

O ok Il

Cheryl Mil
Associate Vice President, Business Services
Santa Monica Community College District
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Title 5

California Community Colleges

§ 59013

§ 58777. Decline Restoration.

- () Districts shall be entifled to restore any reductions in apportion-
ment revenue due to declines in the student workload measures for credit
instruction instructional services, student services, noncredit activities,
and the corresponding institutional support during three years following
-the initial year of decline if there is a subsequent increase in student work-
load measures.

(b) Restoration of revenue for declining workload shall be made at the
rate the district lost the revenue plus the inflation adjustments made be-
tween the year of decline and the year of restoration.

(c) Of the funds made available pursuant to subdivision (h) of section
58774, that are not utilized for purposes of budget stability pursuant to
section 58776, or decline restoration pursuant to subdivisions (a) and (b)
of this section, the Chancellor may allocate the revenue on a one-time
basis to districts based on FTES.

NOTE: Authority cited: Sections 66700, 70901 and 84750, Education Code. Ref-
erence: Section 84750, Education Code.
HIsTORY
1. New section filed 5-29-91 and submitted to OAL 6-3-91 for printing only pur-
;%a;nt to Education Code section 70901.5; operative 6-30-91 (Register 91, No.
2. Editorial correction of Authority cite (Register 95, No. 29).

§ 58779. Deficit Mechanism.

In the event that State General Fund appropriations, local property tax
revenues, student enroliment fees, and other local tax revenues allocated
to community college districts for general operating support, are less than
the amounts computed for all districts for the fiscal year pursuant to sub-
division (a) of section 58770, the Chancellor shall apportion state aid by
multiplying the amount computed for each district pursuant to subdivi-
sion (a) of section 58770, by the ratio of the statewide total revenue avail-
able for purposes of subdivision (a) of section 58770, to the statewide to-
tal calculated amount for purposes of subdivision (a) of section 58770.

NOTE: Authority cited: Sections 66700, 70901 and 84750, Education Code. Ref-
erence: Section 84750, Education Code.
HISTORY
1. New section filed 5-29-91 and submitted to OAL for printing only pursuant to
Education Code section 70901.5; operative 6-30-91 (Register 91, No. 28).

Article 9. Reporting Procedures

§ 58780. Documentation Requirements.

The documentation requirements specified in this article are necessary
to promote standardized and accurate reporting of district data used for
calculating the state general apportionment allocation.

NOTE: Authority cited: Sections 66700, 70901 and 84750, Education Code. Ref-
erence: Section 84750, Education Code.

HisTORY
1. New section filed 5-29-91 and submitted to OAL 6-3-91 for printing only pur-

;léz)mt to Education Code section 70901.5; operative 6-30-91 (Register 91, No.
2. Editorial correction of Authority cite (Register 95, No. 29).

§ 58782. Computation and Limitations on State Aid.

() The provisions of subchapter 1 (commencing with section 58000)
and subchapter 2 (commencing with section 58100) of chapter 9 shall be
applicable in the computation of full-time equivalent student to the ex-
tent such provisions do not conflict with the principles or provisions of
this subchapter.

(b) Notwithstanding any other provisions of law or regulation, full-
time equivalent student (FTES) shall be computed as follows:

(1) Credit full-time equivalent student (FTES) generated by Califor-
niaresidents are computed in accordance with the computation described
in section 58003.1 without the count of student contact hours as of the
second census week or day (three—fifths of the way through the term or
course) or the application of the statewide attendance factor (.911), plus
actual hours of attendance in positive attendance courses divided by 525,
and, if applicable, adjusted by a factor derived pursuant to section 58188.

Page 394.12(a)

(2) Noncredit full-time equivalent student (FTES) generated by Cali-
fornia residents and nonresidents attending courses described in Educa-
tion Code section 84711 are computed in accordance with the computa-
tions described in section 58007 and, if applicable, adjusted by a factor
derived pursuant to section 58188.

(¢) In accordance with section 58704(h), the Chancellor shall, as nec-
essary, interpret the provisions specified in subsection (a) for consistency
with the provisions of this subchapter.

NOTE: Authority cited: Sections 66700, 70901 and 84750, Education Code. Ref-
erence: Section 84750, Education Code.
HisTory
1. New section filed 5-29-91 and submitted to OAL 6-3-91 for printing only pur-
;Lée;nt to Education Code section 70901.5; operative 6-30-91 (Register 91, No.

Chapter 10. Community College
Administration

Subchapter 1. Warrants

NOTE: Authority cited: Section 71020, Education Code. Reference: Chapter 797,
Statutes of 1979.
HisTORY

1. New Division 10, Chapter 1 (Sections 59000-59004) filed 3-5-76; effective
thirtieth day thereafter (Register 76, No. 10).

5 Amendment of NOTE filed 11-4-77; effective thirtieth day thereafter (Register
717, No. 45).

3. Repealer of Chapter 1 (Sections 59000-59004) filed 11-15-79; effective thir-
tieth day thereafier (Register 79, No. 46).

Subchapter 2. Community College Budget
and Accounting Manual

§59010. Method of Accounting.

The Board of Governors hereby adopts and incorporates by reference,
into this provision of the California Code of Regulations, the California
Community Colleges Budget and Accounting Manual chapters 2
throngh 5 as revised September 1999. This section shall become opera-
tive July 1, 2000.\

NOTE: Authority.cited: Sections 66700, 70901 and 71024, Education Code. Ref-
erence: Section 70901, Education Code.
HisTORY

" 1. New section filed 4-19-2000; operative 4-10-2000. Submitted to OAL for

printing only (Register 2000, No. 16). For prior history see Register 94, No. 38.

§59011. Method of Accounting.

The Board of Governors hereby adopts and incorporates by reference,
into this provision of the California Code of Regulations, the California
Community Colleges Budget and Accounting Manuat chapters 2
through 5 as revised July 1992. This seciion shall become operative July
1, 1993 4nd shall become inoperative June 30, 2000. !

NOTE: Authority cited: Sections 66700, 70901-and 71024, Education Code. Ref-
erence: Section 70901, Education Code.
- HisTORY
1. New section filed 8—19-92; operative 9-18-92 (Register 92, No. 34).
2. Amendment filed 4-19-2000; operative 4-10-2000. Submitted to OAL for
printing only (Register 2000, No. 16).

§59013. Price of Food.

Food served in community college district cafeterias shall be sold to
the patrons of the cafeterias at such a price as will pay the cost of main-
taining the cafeterias, exclusive of the costs made a charge against the
funds of the community college district by resolution of the governing
board.

The disposition and accounting of revenue and expenditures of the
cafeteria shall be as prescribed by the California Community Colleges
Budget and Accounting Manual.

NOTE: Authority cited: Section 66700 and 70901, Education Code. Reference:
Section 70901, Education Code.

Register 2001, No. 41; 10—12-2001
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Preface

This revision of the Budget and Accounting Manual. effective July 1, 2000, presents primarily technical
changes to update and improve the accounting procedures of the California Community Cotleges. No

new program nor increased level of district effort is mandated by this revision. Our goal continues to be

‘to make those changes necessary 10 achieve greater conformance with generally accepted governmental

accounting principles, promote greater consistency and validity of reported financial data. and make the
manual more useful for all users.

There will always be accounting issues that need to be addressed. Therefore, it is expected that this
manual will be periodically revised and updated.

Thomas J. Nussbaum Glee Johnson
Chancellor Deputy Chancellor
Patrick J. Lenz Gary t. Cook
Vice Chancellor Administrator
Fiscal Policy Fiscal and Business Services

Sacramento

September 1999
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INTRODUCTION
Authority

This Budget and Accounting Manual (BAM), which has the authority of regulation in accordance
with Title 5 Section 59011 of the California Code of Regulations (CCR), is distributed as part of
the Board of Govemors’ responsibility to define, establish, and maintain the budgeting and
accounting structure and procedures for the California Community Colleges. This responsibility is
defined in California Education Code (EC) Section 70901. Each community college district s
required to follow this manual in accordance with Education Code Section 84030, which states:

“The accounting system, including the uniform fund structure used to record the
financial affairs of any community college district, shall be in accordance with the
definitions, instructions, and procedures published in the California Community
Colleges Budget and Accounting Manual...”
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Authoritative Requirements

In addition to the legal requirements of the Education Code, California Code of Regulations,
BAM, federal guidelines, and other applicable statutes and regulations, California Community
Colleges are required to present their financial statements in accordance with generally accepted
accounting principles (GAAP) for state and local governments. GAAP set the minimum
requirements for a fair presentation of financial data in external reports. Since 1984,
determination of GAAP for state and local governments has been the responsibility of the
Governmental Accounting Standards Board (GASB). For private enterprises and non-profits,
including private colleges and universities, GAAP is established by the Financial Accounting
Standards Board (FASB) and old pronouncements issued by the American Institute of Certified
Public Accountants (AICPA).

The GAAP hierarchy for financial reporting by state and local governments is as follows:

Level A - GASB Statements and Interpretations, and AICPA and FASB pronouncements
made applicable by GASB Statements -or Interpretations.

Level B - GASB Technical Bulletins, AICPA Industry Audit and Accounting Guides and
Statements of Position made applicable by the AICPA and cleared by the GASB.

Level C - GASB Emerging Issue Task Force consensus positions (if created) and AICPA
Accounting Standards Executive Committee (AcSEC) Practice Bulletins made applicable
by the AICPA and cleared by the GASB.

Level D - GASB Implementation Guides (Q & A’s) and practices widely recognized as
prevalent.

Level E - Other accounting literature such as GASB Concepts Statements and AICPA and
FASB pronouncements when not specifically made applicable to state and local
governmental entities. - : -

Many groups and individuals need reliable information on a district’s finances. An accounting
system must meet the basic informational needs of these interested parties. As a result, the
accounting system must make it possible to: (a) present fairly and with full disclosure the
financial position and results of financial operations of the funds and account groups of the
governmental unit in conformity with GAAP; and (b) determine and demonstrate compliance with
finance-related legal and contractual provisions.

Neither GAAP nor legal compliance take ‘precedence’ in governmental financial statements.
Both are essential. When legal provisions conflict with GAAP, governments should prepare basic
financial statements in conformity with GAAP and also present such supporting schedules, in
addition to the GAAP-based basic financial statements, as may be necessary to clearly report upon
their legal compliance responsibilities and accountabilities.

1.2
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While BAM tries to summarize GAAP for application in California Community Colleges, it
may not be a complete and exhaustive text for defining, clarifying, and interpreting all
potential situations that may be encountered by every community college or district. It1is
also limited by the fact that it represents the applicable GAAP at a given point in time. GASB
Statements and other changes to GAAP issued after the completion of this manual are not
addressed in this document; however, guidance may be provided in subsequent accounting
advisories issued by the State Chancellor’s Office. The following are examples of additional
reference materials.

Laws and Regulations

California Education Code

California Government Code

California Code of Regulations

Budget and Accounting Manual (Chapters 2-5)

Accounting Principles

Government Finance Officer’s Association’s Governmental Accounting and Financial
Reporting (GAAFR)

Governmental Accounting Standards Board’s Codification of Governmental Accounting and
Financial Reporting Standards and Original Pronouncements of Governmental
Accounting and Financial Reporting Standards

General Information

California Community Colleges Chancellor’s Office

Objective and Purpose

California community college districts are required by regulations (CCR §58300 et seq.) to
prepare financial reports and annual budgets that report all their actual and projected revenues and
expenditures on forms as provided by the Chancellor’s Office. The objective of this Budget and
Accounting Manual is to facilitate compliance with this requirement by providing for a uniform
fund-structure, revenue and expenditure classifications, and other accounting procedures for the
consistent and comparable reporting of financial data by all community college districts.

The manual is primarily written for the individuals who work daily with the community college
accounting system; however, this chapter and the general section at the beginning of each of the
other chapters have been written to assist fhose readers who may desire more general background
information.

The annual district audit by the contracted district auditor will assess district compliance with this
manual.

1.3
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Background

Although Education Code Section 70901(b)(12) mandates the Board of Governors to establish a
uniform system of budgeting and accounting for community college districts, prior to September
1981 and the passage of Assembly Bill 1217 (Stats. 1981, Ch. 930), most major accounting
decisions were made by the Legislature itself or locally at each district business office. The
Board’s tole in this area was essentially reactive and secondary. Until 1973, community college
accounting practices were governed by a publication of the State Department of Education.

In December 1973, the Board adopted the first California Community Colleges Budget and
Accounting Manual. This document was a modification of the K-12 model with the addition of
an activity-centered approach to expenditure reporting that described resource requirement and
their direct cost, and the relative use in each of the major activities defined for community college
operations. The manual established the basic standards for district use.

Since 1973, the Budget and Accounting Manual has been subject to some changes and
clarifications and was incorporated into Title 5 by reference to give it the force of law (CCR
§59011). The 1985 revision of the Budget and Accounting Manual was an effort to update and
improve the accounting procedures of the community colleges.

More recently, in 1988 and 1990, reform legislation strengthened the accountability of community
college districts. Assembly Bill 1725 (Stats. 1988, Ch. 973) made substantive revisions to the
Education Code. In 1988, the Council for Chief Business Officers formed a committee to Teview
and update the manual. In so doing, the committee considered changes in the law, the emergence
of a statewide management information system, and general cleanup of technical issues. The
update was a cooperative effort between district representatives and Chancellor’s Office staff and
resulted in the 1993 edition of the Budget and Accounting Manual.

Project 2000 was begun in 1996 by the Fiscal Standards and Accountability Committee, a
standing committee of the Association of Chief Business Officials Board of California Community
Colleges to address changes in laws, regulations, and GAAP since 1993. The project was a joint
effort of district representatives and Chancellor’s Office staff to update the manual and provide
additional guidance to promote consistency of financial reporting among California community
colleges.

ACCOUNTING OVERVIEW

The following overview is provided to assist the reader’s understanding of the conceptual
framework of community college accounting.

1.4
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Accounting: The Language of Business

There is no single, concise, comprehensive description of accounting. Accounting has been
defined as . . . the system of recording and summarizing business and financial transactions and
analyzing, verifying, and reporting the results.” [Webster’s Collegiate Dictionary, Tenth Edition,
1996} ‘

Accounting, then, is the special field of theory and practice concerned with the design and
jmplementation of procedures for the accumulation and reporting of financial data. An
accounting system is the total structure of records and procedures that identify, assemble, analyze,
record and report information on the financial operations of a community college district or any of
its funds, account groups, and organizational components.

Government versus Private Accounting: Measurement Focus and Basis of Accounting

Governmental accounting is founded upon the same basic concepts and conventions that underlie
the accounting discipline as a whole. However, governmental accounting tends to focus on the
uses of resources to attain the institution’s objectives, rather than upon profits or losses.

In general, in a private enterprise, products or services are sold directly to consumers who pay at
least the cost of producing the products or providing the services. In contrast, the primary
services provided by community colleges (instruction, community service, guidance and
counseling, etc.) are paid for from a variety of revenue sources, most of which are not direct
beneficiaries of the services.

The nonprofit nature of community colleges and the unique flow of revenue results in the use of
the flow of current financial resources measurement focus used by other governmental entities.
This measurement focus is intended to answer the question “Are there more or less resources that
can be spent in the near future as a result of events and transactions of the period?”

To better answer this question, the modified accrual basis of accounting is used. Under the
modified accrual basis, revenues are recognized only when they are earned, measurable, and
available. Measurable is interpreted as the ability to provide a reasonable estimate of actual cash
flow. Revenues are available if collectible within the current period or soon enough thereafter to
pay liabilities of the current period. Expenditures are recognized when an event or transaction is
expected to draw upon current spendable resources.

However, certain community college activities may be similar to private enterprise in that they are
funded in large part by direct charges to consumers (e.g., bookstore and cafeteria enterprise
operations). Such activities use the flow of economic resources measurement focus to answer the
question “Is the fund better or worse off economically as a result of events and transactions of the
period?” To better answer this question, the full accrual basis of accounting is used to account
for all revenues earned and expenses incurred during the period, regardiess of the timing of the
cash flows.

1.5
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Fund Accounting

Because of the varied sources of revenue, some with restrictions and some without restrictions,
governmental accounting systems should be organized and operated on a fund basis. A fund is
defined as a fiscal and accounting entity with a self-balancing set of accounts recording cash and
other financial resources, together with all related liabilities and residual equities or balances, and
changes therein, which are segregated for the purpose of carrying on specific activities or
attaining certain objectives in accordance with special regulations, restrictions, or limitations.
[NCGA Statement 1, paragraph 17]

Fund accounting, therefore, is used as a control device to separate financial resources and ensure
that they are used for their intended purposes with the fund as the basic recording entity for
reporting specified assets and liabilities and related transactional movements of its resources.

Revenue and Expenditure Classification

Basic to all revenue and expenditure accounting is a systematic classification scheme for describ-

ing transactions. There can be no consistency and comparability in the recording of transactions
without precise descriptions of the transaction elements.

Revenue classification is primarily by source and purpose (e.g., 8100 Federal Revenues; 8170
Vocational and Technical Education Act).

Expenditure classification is by object and by activity. Object classification relates to the

commodity or service obtained (e.g., Object Account 1100, Instructional Salaries, Contract or
Regular Status). Activity classification relates to the purpose of the expenditure (e.g., Activity
Account 0100, Instructional Activities—Agriculture and Natural Resources).

Annual Financial Report and Audit

The annual financial report of the district is the vehicle for summarizing and communicating the
results of budgetary ‘decisions and transactions. The Annual Financial and Budget Report
(CCFS-311) of each district contains, as specified by the Chancellor’s Office, a statement of the
actual revenues and expenditures for the fiscal year just completed, plus the estimated revenues
and proposed expenditures for the succeeding fiscal year (CCR §58303).

The annual financial and compliance audit, as required by Education Code Section 84040, is the
final examination of the annual financial statements’ fairness and reliability. The audit is
conducted by certified public accountants licensed by the State Board of Accountancy. In the
event the governing board of a community college district fails to provide for an audit, the Board
of Governors shall provide for such audit, and if the Board of Governors fails or is unable to make
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satisfactory arrangement for such an audit, the Department of Finance shall make arrangements

for the audit. The cost of any audit described above shall be paid from district funds.

The annual financial statements are the responsibility of the district. Audit adjustments must be
recorded in the district’s accounting system to ensure the accuracy and consistency of financial
reports. Differences between the district’s CCFS-311 and its audited financial statements should
be reconciled and reported in the notes to the financial statements.

Education Code Section 84040 also provides that the Board of Governors must adopt criteria and
standards for periodic assessment of the fiscal condition of community college districts. The
Board of Governors must also take actions to improve the districts’ fiscal conditions as necessary
to encourage sound fiscal management practices.

BUDGETING OVERVIEW
General Requirements

" Budgeting is an essential element of the financial planning, control and evaluation processes of
governments.  Every governmental unit prepares a comprehensive budget covering all
governmental, proprietary, and fiduciary funds for each annual fiscal period. The accounting
system provides the basis for appropriate budgetary control. [NCGA Statement 1]

The community college district budget is a plan of proposed expenditure for operations and
estimated revenue for a given period of time (fiscal year). The budget represents the operational
plans of the district in terms of economic decisions. Budget requirements and process are
described in the California Code of Regulations, beginning with Section 58300.

Once the budget is adopted, the total amount designated as proposed expenditure for each
major object of expenditure classification is the maximum alowed without additional
governing board authorization for transfers between major classifications or from the
reserve for contingencies in accordance with California Code of Regulations Section 58307.
For a definition of the major object of expenditure classifications, refer to Classification of
Expenditures by Object (Chapter 4).
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Important Dates

“Action Required

Tentative Budget Adoption

Newspaper Publication stating Budget is Available
Public Hearing

Final Budget Adoption

Annual Financial and Budget Report (CCFS-311)
Sent to State Chancellor

Informational Copy of Budget Sent to County (if required)

Budget and Accounting Manual

On or Before
July 1

as appropriate

September 15-

September 15

September 30
September 30

Title 5 Section

58305
58301
58301
58305

58305
58305
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CHAPTER 2
Fund Structure (Continued)
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GENERAL

This chapter details the uniform fund structure to be used by all community college districts for
daily accounting and preparation of budgets and financial reports in accordance with Education
Code Section 84030. The narrative discusses the purpose of fund accounting and prescribes
minimum accounting requirements and special accounting applications.

The primary purpose of fund accounting is to segregate financial information.  This 1is
accomplished by accounting for financial transactions related to specific activities or objectives
within separate funds.
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Unlike typical private business accounting, the diverse nature of public operations and complexity
of legal requirements preclude maintenance of financial fransactions and balances in a single
accounting entity. In public agency accounting, separate funds and accounts are required to main-
tain records of separately designated assets, liabilities, and balances. A governmental agency is, mn
effect, a combination of several distinct accounting entities functiomng independently of each

other.

A basic principle of fund accounting is the concept of grouping funds. A funds group consists of
individual funds used to report sources and uses of resources in providing some major service or
group of services. In general, funds of a similar nature and function should be assigned to the
same funds group.

The community college fund structure presented here is based largely on concepts and principles
contained in GAAFR. This structure allows districts to establish any number of funds, subfunds,
or accounts for internal accounting, but requires for external financial reporting purposes that all
accounts be consolidated into one of three groups:

e Governmental Funds,
e Proprietary Funds, or
¢ Fiduciary Funds,

Generally accepted accounting principles further require that all accounts reported within a single
fund group use the same “basis of accounting” for timing the recognition of revenues,
expenditures, and transfers. The proper timing of that recognition is discussed as part of the
accounting requirements for each funds group.

Included is a discussion of memorandum accounts, commonly known as “General Fixed Assets”
and “General Long-Term Debt.” It is recommended that districts refer to GAAFR for further
clarification of uses of these accounts. Community college districts shall maintain and report
these data, at a minimum, in the detail specified in the Account Groups section of this chapter.

Fund code numbers have been assigned to each fund and applicable revenue and expenditure

accounts. The use of these numbers is required for the statewide automated reporting system.
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GOVERNMENTAL FUNDS GROUP

10 General Fund
20 Debt Service Funds
30 Special Revenue Funds

40 Capital Projects Funds

General Description

The Governmental Funds Group is used to collect financial information on resources used, or
available for use, in carrying out operations associated with the institution’s educational
objectives.

Governmental funds are used to segregate financial resources for attaining institutional objectives.
Expendable assets are assigned to the various governmental funds according to the purposes for
which they are to be used; current liabilities are assigned to the fund from which they are to be’
paid. The difference between each governmental fund’s assets and liabilities—the fund equity—is
referred to as the “fund balance.”

The fiscal year for governmental funds is July 1 through June 30.

General Accounting Principles !

o Governmental fund accounting uses the modified accrual basis of accounting. The emphasis is
on determining the financial flow of operating revenues and expenditures, rather than net
income. Consequently, the statement of revenues, expen itures, and changes in fund balance
is one of the primary govemnmental fund operating statements. It may be supported or
supplemented by more detailed schedules of revenues, expenditures, transfers, and other
changes in fund balance.

e Revenues and related receivables are recorded in the accounting period in which they are
earned, available, and measurable unless otherwise specified. « Available” means collectible in
the fiscal year accrued or soon enough thereafter to be used to pay liabilities of the fiscal year
in which accrued.

¢ Expenditures and related accruals (current liabilities) afe recognized in the accounting period
in which the fund liability is incurred.

e A “liability” is a debt or other legal obligation (exclusive of encumbrances) arising out of
transactions in the past that must be paid, renewed, or refunded at some future date.
Accordingly, an encumbrance of funds, such as the issuance of a purchase order, does not
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become a liability unless the service or product specified on the purchase order has been
delivered.

o Deferred revenues should be recorded for all revenues that are collected in advance of when
they are earned. ' For example, enrollment fees charged in the current fiscal year for courses
beginning after the spring term shall be accounted for as deferred revenue.

e General fixed asset purchases are recorded as expenditures in the period acquired. However,
the cost of the asset should also be recorded as a memorandum entry in the General Fixed
Assets Account Group. No depreciation is recorded for assets in the General Fixed Assets
Account Group.

e Proceeds from general long-term debt are recorded as revenues in the period received. The
long-term portion of the related liability is recorded as a memorandum entry in the General
Long-term Debt Account Group. Resources accumulated for repayment of the debt and the
current portion of the debt are recorded as assets and liabilities, respectively, in the Debt
Service Fund or other applicable governmental fund.

2.6
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GOVERNMENTAL FUNDS GROUP
10 Generai Fund

11  Unrestricted Subfund
12 Restricted Subfund

Nature and Purpose

The General Fund is the primary operating fund of the district. It is used to account for those
transactions that, in general, cover the full scope of operations of the district (instruction,
administration, student services, maintenance and operations, etc.). All transactions shall -be
accounted for in the General Fund unless there is a compelling reason (e.g., legal or contractual
requirement) to report them in another fund. Revenues received by or for a community college
district from State apportionments or county or Jocal taxes (other than moneys required to be
placed in another fund) shall be deposited in the General Fund of the district.

Examples of activities that should not be accounted for in the General Fund include
noninstructional expenditures of the district’s child development, cafeteria, bookstore, or farm
operations, which are accounted for within the Special Revenue or Enterprise Funds as
determined by the district governing board (see discussion on Special Revenue and Enterprise
Funds). Similarly, resources used for major capital outlay projects, including Scheduled
Maintenance and Special Repairs (SMSR), are accounted for in a Capital Projects Fund and not
the General Fund.

General purpose revenues received from the State may not be used to subsidize Community
Service (EC §78300) or Contract Education (EC §78021) programs. Such programs must
recover the actual costs, including administrative costs, of providing the programs from public or
private contracts, contributions, donations or user fees.

The General Fund is held in the treasury of the county having jurisdiction over the community
college district.

For purposes of flexibility, the district may establish any number of subfunds or accounts to
constitute its General Fund; however, for financial reporting, these must be consolidated into
cither the Unrestricted Subfund (11) or Restricted Subfund (12).

Division of the General Fund into two subfunds reflects the need to differentiate truly discretion-
ary revenue from restricted revenue, while preserving a complete accounting of the financial
operation and support of educational programs. Accordingly, restricted revenues (such as those
for categorically-funded programs) are accounted separately from other general purpose moneys,
but classified as a component of the total fund that provides instructional and support services.
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Accounting Principles

e The General Fund uses the modified accrual basis of accounting. Revenues and related
receivables are recorded in the accounting period in which they are earned, available, and
measurable. Expenditures- and related accruals (current lLiabilities) are recognized in the
accounting period in which the fund liability is incurred.

e The governing board may elect to set aside unrestricted moneys for specific future operating
purposes. Such an allocation would be accounted for in the Unrestricted Subfund as “Fund
Balance—Designated for Specific Future Purposes.”

e The goveming board may elect to transfer unrestricted moneys to other funds, i.e., Debt
Service Fund, Special Revenue Fund, Capital Projects Fund. Similarly, the governing board
may elect to return any balances of designated moneys appearing in other fund groups to the
General Fund, Unrestricted Subfund, if not prohibited by law or regulation. The movement of
money between the Restricted and Unrestricted Subfunds is an intrafund transfer. The
transfer between the General Fund and other funds (e.g., transfers to Capital Outlay Projects
Fund for SMSR matching requirements) is an interfund transfer.

e Deferred revenues (a liability) should be recorded for all revenues which are collected n
advance of when they are eamed. For example, categorical or restricted moneys are recorded
as revenue only to the extent they have been eamned (expenses have been incurred for the
intended purpose of the gift, grant, contract, etc.).

e See Governmental Funds Group for additional accounting principles.

General Fund Subfunds
11 Unrestricted Subfund

The Unrestricted Subfund is used to account for resources available for the general purposes of
district operations and support of its educational program.

This subfund includes board-designated moneys which represent a commitment of unrestricted
resources that are stipulated by the goveming board to be used for a specific purpose, €.g.,
matching moneys for categorical programs. Such resources are not truly restricted since such
designations can be changed at the board’s discretion. Because the governing board retains
discretionary authority to redesignate these resources for some other purpose (assuming no legal
obligation has been entered into), board-designated moneys are to be accounted for in the General
Fund, Unrestricted Subfund. Resources with uses restricted by law, regulations, donors, or other
outside agencies are to be accounted for in the Restricted Subfund.
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12 Restricted Subfund

The Restricted Subfund is used to account for resources available for the operation and support of
the educational programs that are specifically restricted by laws, regulations, donors, or other
outside agencies as to their expenditure. Such externally imposed restrictions are to be
contrasted with internally created designations imposed by the governing board on unrestricted
moneys. In general, unrestricted moneys can be used for any legal purpose deemed necessary.
Restricted moneys are from an external source that requires the moneys be used for specific

purpose(s).

Moneys such as matching contributions for categorical programs are unrestricted, but may be
designated by the governing board for those purposes. Moneys designated as matching
contributions should be maintained in the General Fund, Unrestricted Subfund. Circumstances
and evidence relative to restrictions may not always be clear. The district should seek
Chancellor’s Office, legal, and/or contracted auditor consultation as needed.

Categorical or restricted moneys are recorded as revenue in the Restricted Subfund only to the
extent they have been eared (expenses have been incurred for the intended purpose of the gift,
grant, contract, etc.). Moneys received prior to being eamed (before expenses are incurred) are
accounted for as deferred revenue (a liability) in the balance sheet accounts (see Chapter 5).

See Appendix D for specific examples of categorical and restricted programs.
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GOVERNMENTAL FUNDS GROUP
20 Debt Service Funds

21 Bond Interest and Redemption Fund
22 . Revenue Bond Interest and Redemption Fund
29  Other Debt Service Fund

Nature and Purpose

Debt Service Funds are used to account for the accumulation of resources for, and the payment
of, general long-term debt principal and interest. Debt Service Funds should be used if current
financial resources are being accumulated for principal and interest payments on general long-term
liabilities that will mature in future years. Revenues to these funds are primarily from special
property tax levies or operational income from completed projects financed by revenue bonds,
energy loans, or the like. Debt Service Funds are generally maintained in the appropriate county
treasury. However, the repayment of emergency apportionments received pursuant to California
Code of Regulations Section 58316 is accounted for in the General Fund, Subfund 11—
Unrestricted.

Accounting Principles

e Debt Service Funds use the modified accrual basis of accounting with the following exception.
Under modified accrual accounting, expenditures are recognized at the same time as the
related liability. However, debt service principal and interest payments on general long-term
debt should not be reported as expenditures in governmental funds until due because it is only
when debt matures that it places a demand upon expendable available financial resources.

e Debt Service Funds are maintained on the same fiscal year as the General Fund.

¢ See Governmental Funds Group for additional accounting principles.

Debt Service Funds
21 Bond Interest and Redemption Fund

The Bond Interest and Redemption Fund is the designated fund referred to in Education Code
Sections 15146, 15234, 15235, 15250, 15251, and 15253 as the interest and sinking fund. This
fund is to be used only to record transactions related to the receipt and expenditure of local
revenues derived from the property tax levied for the payment of the principal and interest on
outstanding bonds of the district.
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Unless otherwise specified in the bond issue, any money paid into this fund from taxes and other
sources and remaining after the payment of all bonds and coupons payable from this fund, or
which is in excess of an amount sufficient to pay all unpaid bonds and coupons payable from this
fund, shall be transferred to the district’s General Fund upon order of the county auditor (EC
§15234). Such funds are recharacterized as local property tax revenue for general operating
support and are to be subtracted from total revenues in determining apportionment allocations.

Any other money remaining in this fund in excess of that needed to pay off all unpaid bonds and
coupons payable from this fund and any other money remaining afier the payment of all bonds and
coupons payable from this fund, shall be transferred to the district’s General Fund upon the order
of the county auditor. (EC §15234) .

The fund shall be established and maintained in the appropriate county treasury. Responsibility
for this fund is vested with the county auditor.

22 Revenue Bond Interest and Redemption Fund

The Revenue Bond Interest and Redemption Fund is the designated fund to be used to record
sransfers from the Revenue Bond Project Fund (the operating fund) as may be required to pay the
' principal and interest for bonds issued under provisions of Chapter 5, Division 7, Part 49 of the
Education Code Section 81901 et seq. '

The Revenue Bond Interest and Redemption Fund shall be established and maintained in the
appropriate county treasury. :

Any moneys remaining in this fund after the revenue bond has been paid may, by governing board
action and order of the county auditor, be transferred to the Revenue Bond Project Fund to be
used for such other purposes incidental to the acquiring, constructing, furnishing, equipping,
operating;j?nd maintaining of such projects authorized under the provisions of Education Code
Section 81901 et seq. (EC §81964)

This fund shall be established and maintained in the appropriate county treasury.

29 Other Debt Service Fund

This fund is used to report all other accounting for the accumulation of resources for, and the
payment of, general long-term debt principal and interest. For example, fees collected for use of
parking facilities built with student body funds under the authority of Education Code Section
76064 would be deposited in the General Fund and transferred to this fund to repay the debt.
Additionally, repayment of energy loans would be reflected in this fund.

In addition, the funded portion of Certificates of Participation (COP) on deposit with a trustee
may be recorded in this fund; districts should, however, record COP activity in the fund which
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receives the original proceeds (generally the Capital Projects Fund). While COP are not a legal
debt of the district, the capital lease payments represent a long-term financial obligation that must
be recorded in the district’s accounts. The trustee will maintain the funds in various trust
accounts. Districts must account for all activity in the trust accounts in this fund. Proceeds from
COP are recorded in the fund in which the related expenditures take place (generally the Capital
Projects Fund).

After all obligations have been paid, any unexpended balance may be expended for the purpose
established in the original obligation or, if no restriction is placed on the unexpended balance, may
be transferred to the General Fund for expenditure.

This fund shall be established and maintained in the appropriate county treasury.
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GOVERNMENTAL FUNDS GROUP
30 Special Revenue Funds

3] Bookstore Fund

32 Cafeteria Fund

33 Child Development Fund

34 Farm Operation Fund

35 Revenue Bond Project Fund
39  Other Special Revenue Fund

Nature and Purpose

Special Revenue Funds are used to account for the proceeds of specific revenue sources whose
expenditures are legally restricted. In general, Special Revenue Funds encompass support
services that are not directly related to the educational program of the college.

If recovery of the cost of providing such services is mot the objective of the goveming board, the
activities may be recorded in Special Revenue Funds. However, if the district engages in
business-type activities (e.g., bookstore and cafeteria); where the intent is to recover, in whole or
in part, the cost of providing goods or services to beneficiaries, the activities should be reported in
Enterprise Funds.

Activities such as cafeteria, child development, and farm operations may provide non-classroom
instructional or laboratory experience for students and incidentally create goods or services that
may be sold. In the process of creating the incidental goods or services, expenditures are incurred
in addition to those necessary solely for the educational benefit of students. These expenditures
are charged against revenue received as a direct result of the operations and, thus, not accounted
for as part of the General Fund.

However, the expenditures for providing instructional activities related to services that are
accounted for in Special Revenue Funds should be recorded in the General Fund. For example, a
food service program that makes and sells goods to the public as part of the curriculum would
record the direct cost of instruction (instructional salaries and wages and other related costs) in
the General Fund and the cost of the materials used in the preparation of goods for sale ina
Special Revenue Fund.

Accounting Principles

e Special Revenue Funds use the modified accrual basis of accounting. Revenues and related
receivables are recorded in the accounting period m which they are earned, available, and
measurable. Expenditures and related accruals (current liabilities) are recognized in the
accounting period in which the fund liability is incurred.
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o Special Revenue Funds must be maintained on the same fiscal year period as the General
Fund.

e See Governmental Funds Group for additional accounting principles.

Special Revenue Funds
31 Bookstore Fund

The Bookstore Fund is the fund designated to receive the proceeds derived from the district’s
operation of a community college bookstore pursnant o Education Code Section 81676 when
recovery of the cost of providing such services is mot the objective of the governing board.
However, if the intent is to recover, in whole or in part, the cost of providing goods or
services to beneficiaries, the activities should be reported in the Bookstore Enterprise Fund
(51).

All necessary expenses, including salaries, wages, and cost of capital improvement for the
bookstore may be paid from generated revenue. Net proceeds from bookstore operations shall be
expended in accordance with Education Code Section 81676.

The Bookstore Fund may be established and maintained in the appropriate county treasury or, as
an alternative, the governing board may establish a bookstore bank account with a financial
institution for each bookstore established. Refer to Special Accounting Applications for
requirements conceming separate bank accounts.

If the district and/or college contracts for its bookstore operations and the contractor assumes all
responsibilities for the operation, then the revenues, except for those which must be placed in a
debt service fund, shall be treated as General Fund revenues. If the operations are run by the
associated students and then contracted out, the revenues would be treated as Associated
Students Trust Fund revenues.

32 Cafeteria Fund

The term “cafeteria” as used in this section is considered synonymous with the term “food
-service.”

The Cafeteria Fund is the fund designated to receive all moneys from the sale of food or for any
other services performed by the cafeteria when recovery of the cost of providing such services is
not the objective of the governing board. However, if the intent is to recover, in whole or in
part, the cost of providing goods or services to beneficiaries, the activities should be
reported in the Cafeteria Enterprise Fund (52). If vending is an integral part of the district’s
food service, the activity should be recorded in this fund. However, the instructional activity
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associated with a program in food service, hotel management, or a related field, should be
separately identified and recorded in the General Fund.

The food served by cafeterias shall be “sold to the patrons of the cafeteria at such a price as will
pay the cost of maintaining the cafeteria, exclusive of the costs made a charge against the funds of
the community college district by resolution of the governing board” (CCR §590 13). “Costs made
a charge against the funds of the community college district” may include the cost of housing and
equipping the cafeteria and the cost of replacement of equipment and utilities if the governing
board elects to subsidize such costs. The intent of the California Code of Regulations Section
59013 appears to be for the food service operation to be a cost recovery rather than a revenue-
producing activity. ’

The Cafeteria Fund may be established and maintained in the appropriate county treasury or, as an
alternative, the governing board may establish a cafeteria bank account with a financial institution

for each cafeteria established. Refer to Special Accounting Applications for requirements
concerning separate bank accounts.

If the district and/or college contracts for its cafeteria operations and the contractor assumes all
responsibilities for the operation, then the revenues, except for those which must be placed in a
debt service fund, shall be treated as General Fund revenues. If the operations are run by the
associated students and then contracted out, the revenues would be treated as Associated
Students Trust Fund revenues.

33 Child Development Fund

The Child Development Fund is the fund designated to account for all revenues for, or from the
operation of, child care and development services, including student fees for child development
services. Costs incurred in the operation and maintenance of the child care and development
services are paid from this fund. However, those segments of child care and development
activities that are part of the instructional activity of the college or district must be accounted for
in the General Fund. -

This fund is established and maintained in the appropriate county treasury.

34 Farm Operation Fund

The Farm Operation Fund is the fund designated to receive all moneys from the sale of produce,
Tvestock, and other products of any farm operation of the district. Costs incurred in the
operation and maintenance of such a farm shall be paid from this fund in accordance with the
direction of the governing board.

The Farm Operation Fund may be established and maintained in the county treasury or, as an
alternative, the governing board may establish a farm bank account with a financial institution for
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each farm established. Refer to Special Accounting Applications for requirements concerning
separate bank accounts.

The Farm Operation Fund shall be accounted for as an Enterprise Fund within the Proprietary
Funds Group when it is the intent of the governing board to operate the farm as a business opera-
tion and to account for its total costs (direct and indirect, including depreciation) of operation.

35 | Revenue Bond Project Fund

The Revenue Bond Project Fund is the fund designated to receive all revenues from the operation
of any project (i.e., dormitories or other housing facilities, boarding facilities, student union or
activity facilities, vehicle parking facilities, or any other auxiliary or supplementary facilities for
individual or group accommodation) acquired or constructed by the governing board from district
revenue bonds under the provisions of Education Code Section 81901 et seq.

Moneys in this fund are used to pay the costs of operation and maintenance of the projects and for
any other purposes authorized by resolution of the board, subject to any restrictions provided by
law or the indenture (EC $81962). Amounts required for interest on or redemption of bonds
issued pursuant to Education Code Section 81901 et seq., are transferred from the Revenue Bond
Project Fund to the Revenue Bond Interest and Redemption Fund for such purposes.

All revenues received from the operation of any such project shall be transmitted by the governing
board to the appropriate county treasurer at least once a month. The county treasurer, on order
of the county auditor, shall deposit such revenues in the county treasury to the credit of the
district’s Revenue Bond Project Fund.

Any balance remaining in this fund after payment of all costs, expenses, and charges authorized to
be expended from this fund may be allocated and used for purposes incidental to the acquiring,
constructing, furnishing, equipping, operating, and maintaining of the projects authorized under
Education Code Section 81901 et seq., as may be determined by the governing board. (EC
$81964.)

39 Other Special Revenue Fund

This fund is used to account for all other specific revenue sources that are legally restricted to
expenditures for specified purposes that are not an integral part of the district’s instructional or
administrative and support operation (e.g., dormitory replacement).

This fund may be established and maintained in the county treasury or, as an alternative, the
governing board may establish a bank account with a financial institution for each such fund
ostablished. Refer to Special Accounting Applications for requirements concerning separate bank
accounts.
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GOVERNMENTAL FUNDS GROUP
40 Capital Projects Funds

41 Capital Outlay Projects Fund
42 Revenue Bond Construction Fund

Nature and Purpose

Capital Projects Funds are-used to account for financial resources to be used for the acquisition or
construction of major capital facilities and other capital outlay projects (other than those financed
by proprietary and fiduciary funds). Resources accumulated for future acquisition or construction

of capital projects are recorded in this fund.

Capital projects financed through proprietary or fiduciary funds are to be accounted for within the
applicable proprietary or fiduciary fund.

The following are examples of expenditures that may be recorded in Capital Projects Funds.
e acquisition or construction of new capital facilities (e.g., land, buildings, site improvements).

e improvements or extensions to the life of existing capital facilities, including major repair and
remodeling projects such as Scheduled Maintenance and Special Repair (SMSR) as defined in
Education Code Section 84660.

e initial equipping of buildings (library books, furniture, fixtures, classroom supplies, etc.).

e significant capital equipment purchases.

Accounting Principles

e Capital Projects Funds use the modified accrual basis of accounting. Revenues and related
receivables are recorded in the accounting period in which they are earned, available, and
measurable. Expenditures and related accruals (current liabilities) are recognized in the
accounting period in which the fund liability is incurred.

e Proceeds of long-term debt borrowings to be used for capital acquisition or construction are
reported directly in the Capital Projects Fund. The net amount of proceeds typically differs
from the face amount of the debt reported in the general long-term debt account group due to
the fees charged by bond underwriters and any premium or discount on the bonds resulting
from 2 difference between the stated rate and market rate of interest at the date of issuance.
The difference between the net cash received and the gross bond proceeds is recorded as an
expenditure for bond issuance costs. :
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e Grants restricted to capital purposes must be accounted for in Capital Projects Funds unless
specifically required to be reported in another fund.

e Capital Projects Funds typically use object of expenditure codes in the 6000 series (Capital
Outlay); however, other object codes may be used to account for the nature of expenditures
(e.g., wages, materials, or other operating expenses) provided that such expenditures are
directly related to the acquisition or construction of a capital project. For example, a 2000
object code (Classified and Other Nonacademic Salaries) may be used in a capital project fund
to account for the work performed by district employees on a capital project.

e Capital Projects Funds are maintained on the same fiscal year as the General Fund.

See Governmental Funds Group for additional accounting principles.

Capital Projects Funds
41 Capital Outlay Projects Fund

The Capital Outlay Projects Fund is used to account for the accumulation and expenditure of
moneys for the acquisition or construction of significant capital outlay items, and Scheduled
Maintenance and Special Repairs (SMSR) projects. In general, this fund shall be established and
maintained in the appropriate county treasury and moneys shall be used only for capital outlay
purposes. However, resources transferred from other funds (e.g., proprietary or fiduciary funds)
to the Capital Outlay Projects Fund to support capital projects may be maintained in a financial
institution other than the county treasury.

The Capital Outlay Projects Fund is used to account for the receipt and expenditure of proceeds
from the sale of district bonds authorized pursvant to Education Code Section 15100 et seq.
Such bond proceeds may only be used for the authorized purposes for which the bonds were
issued (e.g., purchasing land and buildings, making alterations or additions to buildings, supplying
buildings and grounds with furniture, equipment, or necessary apparatus). As legal and
contractual requirements will vary from one project or class of projects to another, an individual
capital outlay project subfund may be established for each authorized project or bond issue, as
necessary. However, in reporting fund balances and operations in the Annual Financial and
Budget Report (CCFS-311) all capital outlay project subfunds are to be-combined.

Any premium or accrued interest received from the sale of bonds authorized by Education Code
Section 15100 et seq., shall be deposited in the Bond Interest and Redemption Fund (see EC
§15146). Payments of principal and interest for this type of bonded debt are made through the
Bond Interest and Redemption Fund.

The Capital Projects Funds may also be used to account for the proceeds of Certificates of
Participation (COP). COPs arc a financing mechanism used by governmental entities to finance
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capital construction and acquisition. While not a legal debt of the district, COPs are financial
obligations that must be reported in the district’s financial statements.

The accounting treatment for COPs is similar to accounting for capital leases. The gross proceeds
are recorded as a source of funds (Account 8940, Proceeds of General Long-Term Debt) and held
in the fund in which the money will be used (generally the Capital Projects Fund). Underwriting
and other fees are recorded as expenditures and not a reduction of the proceeds from the issuance
of debt. Capital lease payments are generally recorded as expenditures in the fund which received
the proceeds and acquired or constructed the assets. The long-term portion of the net present
value of capital lease payments (total payments less the portion representing interest) is recorded
in the General Long-Term Debt Account Group.

In addition, the governing board by formal resolution, may provide for the accumulation of
moneys over a period of years for specific capital outlay purposes (including district match for
~ SMSR as defined in EC §84660) through interfund transfers of general purpose moneys to the
Capital Outlay Projects Fund. State moneys for SMSR projects are recorded directly into this
fund. SMSR is defined in Education Code Section 84660 as “unusual, nonrecurring work to
restore a facility to a safe and continually usable condition for which it was intended.” These
items are divided into five funding categories; roofs, utility, mechanical, exterior, and other.

42 Revenue Bond Construction Fund

The Revenue Bond Construction Fund is the fund designated in Education Code Section 81961
for the deposit of proceeds from the sale of all community college revenue bonds authorized
under the provisions of Education Code Section 81901. Such deposits are used to meet the costs
of acquisition or construction and all expenses of authorized projects (i.e., dormitories or other
housing facilities, boarding facilities, student union or student activity facilities, vehicle parking
facilities, or any other auxiliary or supplementary facilities as authorized).

Proceeds from the sale of such bonds are deposited with the county treasurer and, upon order of
the county auditor, credited to the district’s Revenue Bond Construction Fund. Moneys in the
fund are expended (pursuant to claims filed by the governing board with the county auditor or as
provided in the indenture) for the purposes authorized by Education Code Section 81901 et seq.,
or for such other purposes as may be authorized by resolution of the governing board, subject to
legal restrictions. -

Moneys in the fund may be invested by the governing board, subject to such limitations as may be
provided in the indenture providing for the issuance of the revenue bonds. All securities or other
investments shall be held by the county treasurer. All interest or other earnings received shall be
deposited in the county treasury to the credit of the fund from which it was earned (EC $81965).

Any surplus moneys remaining in the fund after all bonds have been fully paid are to remain
available for acquisition of sites and constructing, equipping, or furnishing of facilities maintained
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By the district, subject to any restrictions in the indentures providing for the issuance of the
revenue bonds (EC §81966).

The Revenue Bond Construction Fund is one of three funds used in the revenue bond process.
The Revenue Bond Construction Fund is used for acquisition or construction; the Revenue Bond
Project Fund is used as the operating fund once the project has been acquired or constructed; and
the Revenue Bond Interest and Redemption Fund is utilized for the payment of principal and
interest on the revenue bond.
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PROPRIETARY FUNDS GROUP

50 Enterprise Funds
60 Internal Service Funds

General Description

The Proprietary Funds Group is used to account for those ongoing governmental activities that,
because of their income-producing character, are similar to those found in the private sector. All
assets, liabilities, equities, revenues, expenses, and transfers relating to business or quasi-business
activities are accounted for through these funds. The focus of proprietary fund accounting is on
measuring the cost of providing services, and the degree to which this cost is being recovered
through user charges.

Generally accepted accounting principles for the Proprietary Funds Group are similar to those
employed in private sector accounting. GASB Statement No. 20, “Accounting and Financial
Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund
Accounting,” states that proprietary funds shall continue to follow FASB standards issued on or
before November 30, 1989. However, from that date forward, proprietary funds have the option
of either (1) choosing not to apply future FASB standards (including amendments of earlier
pronouncements), or (2) continuing to follow new FASB pronouncements (unless they conflict
with GASB guidance).

The Proprietary Funds Group consists of the Enterprise Funds and the Internal Service Funds.

General Accounting Principles

‘e The measurement focus is on determination of net income, financial position, and changes in
cash flows.

e Revenues and expenses are recognized on the full accrual basis. Revenues shall be recognized
in the accounting period in which they are earned and expenses shall be recognized in the
period incurred, regardless of the timing of related cash flows.

o Fixed assets (e.g., building and equipment) and the related depreciation expense are recorded
in the accounts of the applicable fund. Depreciation expense is the systematic allocation of the
cost of an asset (net of its estimated salvage value) over its useful life to account for the
estimated loss in value or service life of fixed assets because of wear and tear through use,
elapse of time, inadequacy, or obsolescence.

e All debts associated with the business activities of the Proprietary Funds Group are recorded
in the accounts of the applicable fund.
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e Assets and liabilities should be classified in financial statements as current and noncurrent

(assets) or long term (debts).

o Fund equity is comprised of contributed capital and retained earnings.
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PROPRIETARY FUNDS GROUP
50 Enterprise Funds

51 Bookstore Fund

52  Cafeteria Fund

53  Farm Operations Fund
59  Other Enterprise Fund

Nature and Purpose

Enterprise Funds are used to account for an operation when it is the intent of the goveming board
. to operate as a business and to account for its total operating costs (direct and indirect, including
depreciation). Such costs are financed or recovered primarily through user charges. Enterprise
Funds may also be used when the periodic determination of revenues earned, expenses incarred,
and/or net income is appropriate for capital maintenance, public policy, management control,
accountability, or other purposes. :

Enterprise Funds may be established and maintained in the county treasury or, as an alternative,
the governing board may establish a bank account for each enterprise fund established. Refer to
Special Accounting Applications for requirements concerning separate bank accounts.

Accounting Principles

e District property, plant, and equipment may be reassigned from the governmental funds to an
Enterprise Fund. Reassignment of assets without a corresponding transfer of money from the
Enterprise Fund to the General Fund, should be recorded as contributed capital.

e The district may charge rent where it does not wish to reassign property, plant, and
equipment. Such charges shall be treated as rental revenue to the General Fund and rent
expense to the Enterprise Fund.

e Utilities and maintenance costs should be directly charged to the enterprise activity, where
practical. However, if these costs are included in the rental charge the entire amount is
treated as rent.

e Depreciation expense should be charged on all depreciable assets (e.g., buildings and
equipment) used in an enterprise activity. Depreciation expense is the systematic allocation of
the cost of an asset (net of its estimated salvage value) over its useful life to account for the
estimated loss in value or service life of fixed assets because of wear and tear through use,
elapse of time, inadequacy, or obsolescence.
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e The liabilities for compensated absences such as accrued vacation are recognized at full value
in Enterprise Funds.

e With adequate justification, Enterprise Funds may operate on a different fiscal year from the
Governmental Funds.

¢ See Proprietary Funds Group for additional accounting principles.

Enterprise Funds

51 Bookstore Fund

The Bookstore Fund is the fund designated to receive the proceeds derived from the district’s
operation of a community college bookstore pursuant to Education Code Section 81676 when it
is the intent of the governing board to recover, in whole or in part, the costs of providing the
services (see also Bookstore Fund, 31 under Special Revenue Funds). All necessary expenses,
including salaries, wages, and cost of capital improvement for the bookstore may be paid from
generated revenue.

Net proceeds from bookstore operations shall be expended in accordance with Education Code
Section 81676. Bookstore funds expended for capital projects, other than projects associated
with proprietary or fiduciary activities, shall be accounted for in the Capital Outlay Projects Fund.
Bookstore funds are transferred to the Capital Outlay Projects Fund by an interfund transfer.

If the district and/or college contracts for its bookstore operations and the contractor assumes all
responsibilities for the operation, then the revenues, except for those which must be placed in a
debt service fund, shall be treated as General Fund revenues. If the operations are run by the
associated students and then contracted out, the revenues would be treated as Associated
Students Trust Fund revenues.

52 Cafeteria Fund

The term “cafeteria” as used in this section is considered synonymous with the term “food
service.”

The Cafeteria Fund is the fund designated to receive all moneys from-the sale of food or for any
other services performed by the cafeteria when it is the intent of the governing board to recover,
in whole or in part, the costs of providing the services (see also Cafeteria Fund, 32 under Special
Revenue Funds). Costs incurred in the operation and maintenance of such cafeteria are paid from
this fund. If vending is an integral part of the district’s food service, the activity should be
recorded in this fund.
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The food served “shall be sold to the patrons of the cafeteria at such a price as will pay the cost of
maintaining the cafeteria, exclusive of the costs made a charge against the funds of the community
college district by resolution of the governing board” (CCR §59013). “Costs made a charge
against the funds of the comm ity college district” may include the cost of housing and
equipping the cafeteria and the cost of replacement of equipment and utilities if the governing
board elects to subsidize such costs. The intent of California Code of Regulations Section 59013
appears to be for the food service operation to be a cost recovery rather than a revenue-producing
activity.

If the district and/or college contracts for its cafeteria operations and the contractor assumes all
responsibilities for the operation, then the revenues, except for those which must be placed in a
debt service fund, shall be treated as General Fund revenues. If the operations are run by the
associated students and then contracted out, the revenues would be treated as Associated
. Students Trust Fund revenues.

53 Farm Operations Fund
The Farm Operation Fund is the fund designated to receive all moneys from the sale of produce,
livestock, and other products of any farm operation of the district. Costs incurred in the
operation and maintenance of such a farm shall be paid from this find in accordance with the
direction of the governing board.

59 Other Enterprise Fund

This fund is used to account for all other operations that are financed and operated like private
business enterprises.
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PROPRIETARY FUNDS GROUP
60 Internal Service Funds

61 Self-Insurance Fund
69 Other Internal Services Fund

Nature and Purpose

Internal Service Funds are used to account for the financing of goods or services provided by one
department or organizational unit to other units on a cost-reimbursement. While the use of
Internal Service Funds is not required under GAAP, they may be useful to identify and manage
costs associated with particular services (e.g., self-insurance programs, -duplicating and printing
services, data processing, purchasing, motor pools, and central stores) and allocating such costs
~ to user departments. By using the full accrual basis of accounting and flow of economic
resources measurement focus, they can measure and recover the full cost, including depreciation
of fixed assets, of providing goods and services.

In order for Internal Service Funds to be effective, they must meet the following two criteria:
L. The services must be tangible, and

2. It must be possible to determine the extent to which the services benefit other units.

Accounting Principles

See individual funds.

Internal Service Funds
61 Self-Insurance Fund

The Self-Insurance Fund is the fund designated by Education Code Section 81602 to account for
income and expenditures of self-insurance programs authorized by Education Code Section
72506(d). This fund is maintained in the county treasury and used to provide for payments on
deductible types of insurance policies, losses or payments atising from self-insurance programs,
and losses or payments due to noninsured perils. A Self-Insurance Fund is not used to account for
a district’s participation in a Joint Powers Agreement (JPA). Payments made to the custodian or
administrator of the fund shall be recorded to the appropriate district account in the same manner
as payments to an insurance company. The district’s participation in such a JPA should be
footnoted in the financial statements. If a district is an administrator of a JPA, the activity should
be recorded in Agency Fund—JPA Custodian Fund (Self-Insurance).
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The Self-Insurance Fund shall operate as an Internal Service Fund using accounting principles
specified in GASB Statement No. 10, “Accounting and Financial Reporting for Risk Financing
and Related Insurance Issues.” In accordance with Internal Service Funds accounting, the Self-
Insurance Fund shall charge other funds for their proportionate share of the estimated premiums,
claims and expenses incurred plus contingencies, and reflect the receipt of money as revenue.

Cash placed in this fund may be invested and reinvested by the county treasurer, with the advice
and consent of the governing board, in securities which are legal investments for surplus county
funds. However, it is extremely important that reserves for self-insured risks be based on a
realistic reserve formula.

Separate self-insurance funds may be established for each type of self-insurance or deductible
activity (e.g., Workers’ Compensation Self-Insurance Fund, Health Self-Insurance Fund, etc.);
however, these separate funds must be consolidated into one Self-Insurance Fund for State
reporting purposes.

Accounting Principles

e Selfinsurance losses are to be accrued as liabilities and the related expense recorded, if: (1) it
is “probable” that a potential loss or losses may have been incurred at the balance sheet date,
and (2) the amount of loss can be “reasonably estimated.” (See FASB Statement No. 5,
“Accounting for Contingencies,” for definitions of the terms “probable” and “reasonably
estimated.”) Claims that are incurred but not reported (IBNR) resulting from events that took
place prior to the issuance of the financial statements should be accrued if the experience of
the district or other information enables the district to make a reasonable estimate of such
losses. In developing this estimate, the district may wish to consult with a professional
insurance accountant or actuary.

o Cost recovery payments to the Self-Insurance Fund are recorded as revenues by the Self-
Insurance Fund and expenditures of the sending funds.

Examples: A payment made by the General Fund to a Workers’ Compensation Self-Insurance
Fund is recorded as an expenditure from General Fund Object Account 3000, Workers’ Compen-
sation Insurance, and as revenue to Account 8830, Contract Services, within the Workers’
Compensation Self-Insurance Fund. Object Account 5000, Insurance, would be used to record
payments made to a Self-Insurance Fund for liability purposes.

o Common expenditures made by a Self-Insurance Fund include: payment of claims which are
charged to Object Account 5000, Self-Insurance Claims and payments to independent
contractors for administrative services which are recorded in Object Account 5000, Personal
and Consultant Services. Other costs incurred by a Self-Insurance Fund are charged to the
appropriate expenditure account that describes the expenditure.
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e When the Self-Insurance Fund covers loss of general fixed assets, the Self-Insurance Fund
shall compensate the fund that originally incurred the expense. Such moneys received shall be
recorded as Other Financing Sources—Proceeds of General Fixed Assets (Controlling
Account 8910) subsidiary classification Compensation for Loss of General Fixed Assets, in
the receiving fund; and as Object Account 5000, Self-Insurance claims in the Self-Insurance
Fund. : :

e All other losses or claims covered by the Self-Insurance Fund may be paid directly from the
Self-Insurance Fund or other funds of the district with reimbursement from the Self-Insurance
Fund. Such reimbursement shall be abated against the original object of expenditure category
in the receiving fund.

e Costs of insurance to provide coverage over and above self-insurance capabilities are to be
recorded as insurance expenses of the Self-Insurance Fund, if paid from this fund.

e [If amounts held in a Self-Insurance Fund are considered to be n excess of amounts required
(based on actuarial experience or other appropriate cost projections), current or future
charges to other funds may be reduced.

e If all funds of a district are combined to reflect total district revenues and expenditures, the
Self-Insurance Fund revenues and expenditures are excluded, since such inclusion would
overstate the totals. However, aggregate balance sheets (the combined general ledgers of all
funds) would include the Self-Insurance Fund.

e The balance of the Self-Insurance Fund is restricted and cannot be considered a part of the
working cash available to other funds of the district.

69 Other Internal Services Fund

This fund shall be established to account for revenues and expenditures for other internal services,
for example, retiree benefit funds. The governing board of any community college district may '
establish a fund to accumulate moneys from salary reduction agreements, other contributions for
employee retirement benefit payments, or both. Such moneys shall be accounted for as an Other
Internal Services Fund. The district shall maintain a separate accounting of each type of retiree
benefit fund by establishing accounts known as (name of districy) Other Internal Services Fund,
(type of retiree benefit fund) Retirees’ Benefit Fund. The district’s share of moneys placed in this
fund shall be treated as an expense to the sending fund and a revenue to the receiving fund. For
specific financial reporting and disclosure requirements for pensions and post-employment health
care, refer to GASB Statement Nos. 25, 26 and 27.

The district shall maintain a separate accounting of funds reported as Other Internal Services
Fund. Such funds may be established and maintained in the county treasury or, as an alternative,
the governing board may establish a separate bank account with a financial institution for each
such fund established. Refer to Special Accounting Applications for requirements concerning
separate bank accounts.
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FIDUCIARY FUNDS GROUP

70 Trust Funds
80 Agency Funds

General Description

The Fiduciary Funds Group is used to account for assets held by the district in a trustee or agency
capacity for individuals, private organizations, other governmental units, and/or other funds.
Activities related to district operations should not be reported in fiduciary funds.

The Fiduciary Funds Group is comprised of trust and agency funds. There is no definitive
guidance for distinguishing between trust and agency funds. They differ in degree rather than in
kind. However, the primary distinction between trust funds and agency funds is that the district
or college may exercise some discretion in the disbursement or expenditure of the moneys in the
srust funds but does not have discretionary power or authority in agency funds. For example, if a
district receives a contribution for a scholarship in which the district determines the recipient, it
should be recorded in the Scholarship and Loan Trust Fund. However, if the same contribution
provided that the donor determines the recipient of the scholarship, it should be recorded in the
Scholarship and Loan Agency Fund.

An important accounting distinction between the two fund types is that revenues,
expenditures/expenses and fund balance are reported in trust funds while agency funds recognize
only increases and decreases in the liability to the owners of the assets.

If any of the following conditions are present, a trust fund is approprnate.
o There is a formal agreement granting the district discretionary authority.

e There are contractual or regulatory conditions restricting the use of the funds or requiring the
district to exercise a management role or report the results of operations in its financial
statements. .

e There is a compelling reason to measure operations (revenues, expenditures/expenses, and
fund balance) and report the results in the district’s financial statements. Examples of
compelling reasons may include the materiality of the revenues and expenditures/expenses, or
the usefilness of the information to the readers of the financial statements.

As a general rule, districts should recognize all cash pass-through grants as revenue and
expenditures or expenses in a governmental, proprietary, or trust fund pursuant to GASB
Statement No. 24, “Accounting and Financial Reporting for Certain Grants and Other Financial
Assistance.”
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Agency funds are characterized by a purely custodial relationship. As a result, there is no
measurement of operations or fund balance; assets are always matched by the liability to the
owners of those assets. Examples of fiduciary relationships in which agency funds are appropriate
include deferred compensation plans and certain fiscal agent agreements or pass through grants in
which the district serves only as a cash conduit, i.e., it has no administrative or direct financial
involvement in the program.

Trust and agency funds include the following four subfund types: nonexpendable trust funds,
expendable trust funds, agency funds, and pension trust funds.

General Accounting Principles

e Trust funds include expendable and nonexpendable trusts that use the modified and full
accrual bases of accounting, respectively. In both expendable and nonexpendable trusts, the
measurement of operations is reported.

o Agency funds use the modified accrual basis of accounting and do not report operations
(revenues, expenditures/expenses, and fund balance). The district only recognizes increases
and decreases in the liability to the third party.

¢ Depreciation is recognized in nonexpendable trust funds where expenses, net income, and/or
capital maintenance are measured. :
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FIDUCIARY FUNDS GROUP
70 Trust Funds

71  Associated Students Trust Fund

72 Student Representation Fee Trust Fund
73 Student Body Center Fee Trust Fund
74  Student Financial Aid Trust Fund

75  Scholarship and Loan Trust Fund

76  Investment Trust Fund

77  Deferred Compensation Trust Fund

79  Other Trust Funds

Nature and Purpose

Trust funds are used to account for assets held on behalf of another party in which the district has
some discretionary authority for decision making or responsibility for approving expenditures.
Trust funds are appropriate when one or more of the following conditions is present.

e There is an agreement granting the district discretionary authority.

e There are contractual or regulatory conditions restricting the use of the funds or requiring the
district to exercise a management role or report the results of operations in its financial
statements.

e There is a compelling reason to measure operations (revenues, expenditures/expenses, and
fund balance) and report the results in the district’s financial statements. Examples of
compelling reasons may include the materiality of the revenues and expenditures/expenses, or
the usefulness of the information to the readers of the financial statements.

Trust funds consist of two subfund types that are applicable to community college districts:
expendable and nonexpendable.

Accounting Principles

e Expendable trusts are those in which the principal and interest may be expended or disbursed.
Such trusts use the same flow of current financial resources measurement focus and modified
accrual basis of accounting used by governmental funds.

e Nonexpendable trusts are those in which the principal is required to remain intact. These
trusts are accounted for on the full accrual basis. Fixed assets—and the related depreciation
expense—and long-term debt are accounted for in nonexpendable trust funds.
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The fixed assets and long-term debt associated with expendable trust funds should be recorded in
the applicable trust fund rather than in the general fixed asset and general long term debt account
groups per GASB’s Codification Sections 1400.102 and 1500.102. If these assets are material,
they should comply with GASB’s Codification or their special status should be indicated by
reporting them as separate amounts (ie., “trust fund assets/liabilities”) in the financial statements.

71 Associated Students Trust Fund

The Associated Students Trust Fund is used to account for moneys held in trust by the district for
organized student body associations (excluding clubs) established pursuant to Education Code
Section 76060. In a multi-college district, such a fund may be established for each college’s
student body. Organized student body associations formed as auxiliary organizations under
Education Code Section 72670 et seq., fall under the Auxiliary Organizations Requirements for
Accounting, Reporting, and Auditing manual. Copies are available from the Chancellor’s Office.

To provide information useful for the general student population, it is important to include the
operations of the Associated Students activities in the district’s financial statements. By including
this information, the student body can measure the operations of its Associated Students Trust
Fund and compare its operations with similar activities of other districts. A secondary reason for
including moneys held for Associated Students in trust funds is the responsibility that districts
have for activities (EC §76060) and expenditures (EC §76063) of the student body association.

Moneys held in trust for individual student clubs formed under Education Code Section 76060 et
seq., are accounted for as Agency Funds—Student Clubs Agency Fund because including the
revenues and expenditures of such clubs in the district’s financial statements generally would not
provide meaningful information to the reader of statements. While student clubs operate under
many of the same regulations as the Associated Students, they typically benefit a very small
segment of the student population rather than the general student body. However, under certain

circumstances, a district may have a compelling reason for accounting for such clubs as trust
funds.

" The funds of any student body organization established in the public schools of any community
college district shall, subject to approval of the governing board, be deposited or invested i one
or more of the following ways: in an insured bank, state-chartered savings and loan association,
credit union, centralized State Treasury system, or other depository or investment as authorized
by EC §76063.

In addition, the funds of a student body organization may be loaned or invested in the following
ways: loaned, with or without interest, to any student body organization established in another
community college of the district, for a period not to exceed three years; or invested in permanent
improvements to any community college district property. ( EC §76064)
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Student body moneys shall be expended in accordance with procedures established by the student
body organization consistent with Education Code Section 76063. Each disbursement shall be
subject to the approval of:

e~ An employee of the district designated by the governing board;

e The academic employee who is the designated advisor of the particular student body
organization; and

e A representative of the particular student body organization.

The governing board must provide for the supervision of all moneys raised by any student body or
student organization using the name of the college. Pursuant to Education Code Section 76063,
the cost of supervision may constitute a proper charge against the funds of the district or student
body. That is to say, the district board may decide to expend district moneys to oversee
operations of these organizations including provision of district personnel to maintain a continuing
audit of student body moneys.

72 Student Representation Fee Trust Fund

The Student Representation Fee Trust Fund is used to account for moneys collected pursuant to
Education Code Section 76060.5 that provides for a student representation fee of one dollar per
semester if approved by two-thirds of the students voting in the election. The election shall not be
sufficient to establish the fee unless the number of students who vote in the election equals or
exceeds the average of the number of students who voted in the previous three student body
association elections. The fee is to be expended to provide for the support of governmental
affairs representatives who may be stating their positions and viewpoints before city, county, and
district governments and before offices and agencies of the State government. The district may
charge a fee to recover its actual cost of administering these fees up to, but not more than, 7
percent of the fees collected and deposited.

A student may, for religious, political, financial or moral issues, refuse to pay the student
representation fee. The refusal must be in writing and submitted to college officials on the same
form that is used for collection of fees at the time the student pays other fees.

Fees collected pursuant to Education Code Section 76060.5 shall be under the custody of the
district’s chief fiscal officer and, subject to approval of the governing board, shall be deposited or
invested in one or more of the following ways: in an insured bank, state-chartered savings and
loan association, credit union, centralized State Treasury system, or other depository or
investment as authorized by Education Code Section 76063.

Student Representation Fee Trust Fund moneys shall be expended in accordance with procedures
“established by the student body organization consistent with the requirements of Education Code
Section 76063. Each disbursement shall be subject to the approval of:
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e An employee of the district designated by the governing board;

e The academic employee who is the designated advisor of the particular student body
organization; and

e A representative of the particular student body organization.

73 Student Body Center Fee Trust Fund

The Student Body Center Fee Trust Fund is used to account for moneys collected by the district
pursuant to Education Code Section 76375 for the purpose of establishing an annual building and
operating fee to finance, construct, enlarge, remodel, refurbish, and operate a student center. The
fee may not exceed $1 per credit hour and may not exceed $10 per student per fiscal year. The
fee may be implemented only if approved by two-thirds of the students voting in a valid election
for this purpose.

Fees collected pursuant to Education Code Section 76375 shall be the responsibility of the chief
fiscal officer of the district. The district shall be reimbursed from these funds in an amount to
cover the cost of custodial and accounting services provided by the district in connection with
these funds. These funds shall be expended by the chief fiscal officer upon submission and
approval of the appropriate claim schedule by the student body government or its designee.

The “appropriate uses of the fee income and the student body center facility shall be the
re_sponsibility of the student government for whom the fee was collected.

Until needed for authorized purposes, all moneys collected pursuant to Education Code Section
76375 shall, subject to approval of the student government, be deposited or invested in one or
more of the following ways: in an insured bank, state-chartered savings and loan association,
“credit union, centralized State Treasury system, or other depository or investment as authorized
by Education Code Section 76375.

74 Student Financial Aid Trust Fund

The Student Financial Aid Trust Fund is used to account for the deposit and direct payment of
government-funded student financial aid, including grants and loans or other moneys intended for
similar purposes and the required district matching share of payments to students.

Moneys for college work-study programs ate not accounted for in the Student Financial Aid Trust
Fund. While the objective of college work-study programs is to provide financial assistance to
students, services must be performed by students as a condition for receiving the money. Such
expenditures are salaries, not financial aid. Thus, for accounting and reporting purposes, the
disbursement of work-study moneys (excluding match) is recorded as General Fund, Subfund
12— Restricted expenditures for the activity descriptive of the services performed, rather than as
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student financial aid expenditures. Expenditure of matching moneys is recorded in the same way,
but as General Fund, Subfund 11 —_Unrestricted expenditures.

See Appendix D for examples of aid accounted for as part of the Student Financial Aid Trust
"Fund.

The Student Financial Aid Trust Fund may be established and maintained in the county treasury
or, as an altemative, the governing board may establish separate bank accounts to be known as
(name of community college) Student Financial Aid Account. If more than one bank account is
established, the type of aid shall be identified in the account’s title. If federal moneys are in the
account, the word “Federal” must appear in the account name. Refer to Special Accounting
Applications for additional requirements concerning separate bank accounts.

All expenses incurred in the administration of the Student Financial Aid Trust Fund are an
expense of the General Fund. Moneys received by the district for administering student financial
aid programs are to be recognized as income to the General Fund.

Moneys, other than district moneys, from governmental entities for direct aid to students are
recorded as revenues to the Student Financial Aid Trust Fund. A district’s matching portion of
direct student financial aid is shown as an interfund transfer to the Student Financial Aid Trust

Fund.

75 Scholarship and Loan Trust Fund

The Scholarship and Loan Trust Fund (referred to in CCR §59015) is used to account for such
gifts, donations, bequests, and devises (subject to donor restrictions) which are to be used for
scholarships or for grants in aid and loans to students. The Scholarship and Loan Trust Fund may
be established and maintained in the county treasury or, as an alternative, the governing board
may establish separate bank accounts. Refer to Special Accounting Applications for requirements
concerning separate bank accounts. '

The Scholarship and Loan Trust Fund excludes categorical governmental moneys and their
required match, which are recorded in the Financial Aid Trust Fund.

Donations to the district or college for grants, scholarships, and loans to students shall be
recorded as revenues to the Scholarship and Loan Trust Fund. District moneys may be used for
grants, scholarships and loans pursuant to Article XVI, Section 6 of the State Constitution. Such
moneys, excluding matching funds for categorical programs, shall be recorded as interfund
transfers to this fund.

All expenses in the administration of the fund including, but not limited to, operating costs, audits,
and promotion of the fund are proper charges against the district’s General Fund, Subfund 11—
Unrestricted moneys. The annual budget of the district’s General Fund shall include moneys for
these expenses.
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California Code of Regulations Section 59015 requires that these funds be audited annually.

76 Investment Trust Fund

The Investment Trust Fund is used to account for any cash bequests or gifts not required for the
immediate needs of the district and that the district wishes to invest. This fund is for investment
purposes only. Any principal or earnings must be returned to the fund from which the principal
came before being expended.

The fund is established and maintained in the appropriate county treasury. Ifitis réquired that the
gift or bequest be used for specific purposes, the governing board shall place the money in a
separately named account within the fund.

Investment Trust Fund moneys shall only be used for the purposes of the gift or bequest, or
invested in securities, warrants, or instruments of indebtedness specified n Government Code
Section 53601

Any security, warrant, of instrument of indebtedness purchased pursuant to this section may be
sold and the proceeds invested in similar securities, warrants, or instruments, or placed in the
Investment Trust Fund.

The governing board shall appoint a committee to provide investment advice.

77 Deferred Compensation Trust Fund

The Deferred Compensation Trust Fund is used to account for moneys held by a district in a
trustee capacity for Internal Revenue Code Section 457 deferred compensation plans. The plan
should be reported as an expendable trust fund in the financial statements in accordance with
GASB Statement No. 32. Plans should apply the valuation provisions of GASB Statement No.
31 to plan investments listed in subparagraph 2a through e of that statement. All other plan
investments should be reported at fair value.

Deferred compensation plans should not be reported in fiduciary funds if the district does not act
in a fiduciary capacity (e.g., maintain control of plan assets or provide ongoing management or
investing services). If the district does not act as a trustee Or agent, amounts withheld from
employee’s salaries should be recorded as a liability in the General Fund until paid to the
recognized trustee in accordance with the deferred compensation plan.
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79 Other Trust Funds

Other Trust Funds are used to account for all other moneys held in a trustee capacity by the
college or district for individuals, organizations, or clubs.

Such funds may be established and maintained m the appropriate county ireasury, Or as an
alternative, the goveming board may establish a bank account for each trust. Refer to Special
Accounting Applications for requirements concerning separate bank accounts.
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FIDUCIARY FUNDS GROUP
80 Agency Funds

81 Student Clubs Agency Fund

82  Scholarship and Loan Agency Fund

83 Foundation Agency Fund

84  Joint Powers Agreement (JPA) Custodian Agency Fund
85 Deferred Compensation Agency Fund :
89 . Other Agency Funds

Nature and Purpose

Agency funds differ from trust funds in the degree of discretion that may be exercised. In agency
funds, the agreement or instrument allows the district or college little or no discretion. As a
result, agency funds are purely custodial in nature (i.e., assets equal liabilities; no fund equity
exists). Agency funds are appropriate when all of the following conditions are present.

e There is an agreement granting the district little or no discretionary authority.

e There are no contractual or regulatory conditions restricting the use of the funds or requiring
the district to exercise a management role or report the results of operations in its financial
statements.

e There is no compelling reason to measure operations (revenues, expenditures/expenses, and
fund balance) and report the results in the district’s financial statements. Examples of
compelling reasons may include the materiality of the revenues and expenditures/expenses, or
the usefulness of the information to the readers of the financial statements.

Generally accepted accounting principles require that agency funds be used to account for “pass-
through™ grants (GASB’s Codification of Governmental Accounting and Financial Reporting,
Section $40.119) and deferred compensation plans established in conformity with Internal
Revenue Code Section 457 (Codification, Section D25.109). An agency fund may also function
as an internal clearing account for grants, contributions, or revenues that must be allocated to
more than one fund or when the user fund is not immediately known.

Accounting Principles

e Results of operations (revenues, expenditures and fund balance) are not recorded. The district

only recognizes increases and decreases in the liability to the third party.

o Assets and liabilities are recorded on the modified accrual basis of accounting.
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81 Student Clubs Agency Fund

This fund is used to account for moneys of student clubs formed under Education Code Section
76062. Student clubs that are organized under “associated students” should be accounted for as
trust funds rather than agency funds.

Student club moneys are to be deposited in a bank or banks, subject to the approval of the
goveming board. Such accounts must be insured by the Federal Deposit Insurance Corporation
" and must be named (name of college) Student Clubs Agency Fund, (name of club) Club Account
(EC §76063).

Student club moneys shall be expended in accordance with procedures established by the student
club. Each disbursement shall be subject to the approval of: :

o Anemployee of the district designated by the governing board;

« The academic employee who is the designated advisor of the particular student club
organization; and

« A representative of the particular student club organization.

82 Scholarship and Loan Agency Fund

Moneys in this fund differ from moneys in the Scholarship and Loan Agency Trust Fund because
the district does not have discretionary authority over these funds. The district does not have to

evaluate or decide who should receive the loans or scholarships. Those decisions or processes are
laid out in the written agreement or instrument of conveyance of the money to the district.

83 Foundation Agency Fund

This fund is used to account for the activities of organizations known as “foundations” or
“booster” clubs, if the district or college is the accounting or fiscal agent for that organization.

84 Joint Powers Agreement (JPA) Custodian Agency Fund

Whenever a district acts as the custodian or fiscal agent of moneys through a Joint Powers

Agreement, this fund is established. Activities generally covered through this type of agreement
are for self-insurance type pools or other pooled purchasing arrangements. (EC $81603)
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85 Deferred Compensation Agency Fund

The Deferred Compensation Agency Fund is used to account for moneys withheld from
employees salaries for recognized deferred compensation programs other than Internal Revenue
Code Section 457 plans, which are accounted for in the Deferred Compensation Trust Fund,
when the district acts in a fiduciary capacity.

Deferred compensation plans should not be reported in fiduciary funds if the district does not act
in a fiduciary capacity (e.g., maintain control of plan assets or provide ongoing management or
investing services). If the district does not act as a trustee or agent, amounts withheld from
employee’s salaries should be recorded as a liability in the General Fund until paid to the
recognized trustee in accordance with the deferred compensation plan. ' :

89 Other Agency Funds

Other agency funds are used to account for any other moneys for which the district is the fiscal
agent. A written agreement between both parties clearly defining the roles and responsibilities of
each must be executed.

The governing board shall adopt rules, responsibilities, and procedures to ensure the safeguarding
of moneys within this fund and the appropriate distribution of moneys from this fund.

This fund may also function as an internal clearing account for grants, contributions, or revenues
that must be allocated to more than one fund or when the user fund is not immediately known.

‘Such funds may be established and maintained in the appropriate county treasury, or as an
alternative, the governing board may establish a bank account for each fund. Refer to Special
Accounting Applications for requirements concerning separate bank accounts.
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ACCOUNT GROUPS
90 Account Groups (NOT A FUND; Memorandum Only)

9] General Fixed Assets Account Group
99  General Long-Term Debt Account Group

Nature and Purpose

Account groups are used to establish accounting control and accountability for general fixed
assets and general long-term debt. Account groups do not reflect available financial resources
and related liabilities. Therefore, they are not funds, but accounting records of the general fixed
assets and general long-term debt. -

Accounting Principles

s Account groups are presented in the district’s financial statements as memorandum entries
only.

Account Groups

91 General Fixed Assets Account Group

This account group is defined as:

A self-balancing group of accounts set up to account for fixed assets used in
operations accounted for in the Governmental Funds Group.

The General Fixed Assets Account Group should account for all assets associated with the
Governmental Fund Group having cost which exceed the minimum threshold for maintaining a
trace inventory system ($1,000) and have a useful life of one year or longer. (See expenditure
Object 6400, Equipment.)

Fixed assets related to specific proprietary funds, trust funds and agency funds are accounted for
through those funds. All other fixed assets of a community college district are accounted for
through the General Fixed Assets Account Group.

Assets reported in the General Fixed Assets Account Group shall be reported at cost or fair
market value at the time of donation. The cost of an asset includes all expenditures that are

reasonable and necessary to put the asset into service including, but not fimited to, acquisition
price, shipping and transportation, tax and license, construction period interest and installation.
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Fixed assets should include and identify the cost and related accumulated depreciation, where
appropriate, acquired from grants, entitlements, ot shared revenues.

Fixed assets should be reported in the following detail:

e Site and Site Improvements e Library Books

e Buildings e Fumniture and Fixtures
s Machinery and Equipment e Other

e Vehicles

92 General Long-Term Debt Account Group

This account group is defined as:
A self-balancing group of accounts set up to account for the unmatured, general
long-term debt of a community college district and expected to be repaid from
governmental funds.

Long-term debts related to specific proprietary funds, trust funds, or agency funds are accounted

for through those funds. All other unmatured, general, long-term liabilities of the community

college district are accounted for through the General Long-Term Debt Account Group.

Liabilities in this account group are to be reported in the following detail:

e Bonds Payable e Capital Lease—Purchase Obligations
e Revenue Bonds Payable e Lease-Purchase Agreement—

e Other Long-Term Liabilities Certificates of Participation (COP)

e Accumulated Employees’ Vacation e Workload Balancing Programs,

e Accumulated Sick Leave (if vested) commonly referred to as “load

e Post-Employment Benefits banking” (if not funded)

The current portion of the above obligations, with the exception of Revenue Bonds Payable,
should be reported as a liability in the General Fund. The accumulation of resources for
retirement of long term Liabilities should be recorded in Debt Service Funds.

Certificates of Participation (COP), though not a legally recognized debt of the district, may pose
some long-term financial commitments that must be reported in the district’s financial statements.
The accounting treatment for COPs is similar to accounting for capital leases. The long-term
portion of the net present value of the minimum capital lease payments (total payments less the
portion representing interest) associated with COPs is recorded as a long-term obligation I the
General Long-Term Debt Account Group.
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SPECIAL ACCOUNTING APPLICATIONS

Separate Bank Accounts

It is the intent of the Board of Governors and the Chancellor’s Office to encourage sound fiscal
management practices among. community college districts to facilitate the most efficient and
effective use of moneys under district control. To that end, the Board of Governors has
recognized district need to maintain authorized bank accounts for certain types of district/college
functions and activities. Accordingly, the governing board of any community college district may,
for the purpose of expediting business service transactions and in accordance with sound business
practices, establish separate bank accounts for functions or revenue-producing activities Or
operations not directly associated with, but complementary to, the regular instructional and
noninstructional functions of the district and colleges. Permissible operations include:

o Co-curricular activities (activities and events that are an extension of classroom instruction
or related community college programs) ‘

+ The cafeteria
‘e The bookstore

» Farm operations

o Other Proprietaxy Funds

« - Direct student financial aid (excluding work-study; see Student Financial Aid Funds)
« Scholarship and loan activities -

o Self-insurance trust accounts

o The associated student body

All money on deposit by the district should be in a financial institution whose accounts are
federally insured. Amounts in excess of the federal insurance limit should be collateralized by
agreement with the financial institution.

Clearing Accounts

The governing board of any community college district may establish clearing accounts for the
deposit and subsequent withdrawal of any miscellaneous receipts (including receipts from the sale
of property or materials pursuant to Education Code Sections 81457 or 81458). All moneys n
any such bank account shall be paid into the appropriate county treasury within a reasonable time
period. However cashier’s checks, certified checks, and money placed in the custody of the
community college district as security that a bidder will faithfully perform a contract may be
deposited in a bank account, but shall not be paid into the county treasury unless forfeited or not
claimed by the bidder for a period of 12 months.
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Annual Assessment of Need

All authorized separate bank accounts are to be annually presented to the governing board for its
review and confirmation of continuing need.

Preconditions

Separate bank accounts must be established by governing board resolution. The resolution must
state the necessity for the separate bank account, specific purposes for which the account will be
used, and the district or college officials responsible as custodians.

The district’s governing board resolution shall be submitted for informational purposes to the
county superintendent of schools, county auditor, and county treasurer.

The names of the accounts must include at least the district/college name and some description of
the purpose of the account (i.c., district/college name, Student Financial Aid Account).

Banks in which the district deposits federal moneys must be so notified in accordance with federal
regulations:

Title 4 program regulations (excluding GSL) require an institution to provide this
notification by including the word “Federal” in the name of all accounts in which
Jfederal moneys will be deposited.

All income derived from goveming board-approved activities or functions shall be deposited in
these accounts for authorized expenditure in accordance with rules and regulations of the govern-
ing board. The business services office shall assist the custodians in developing required
accounting procedures and internal controls to safeguard all moneys in the accounts. The custo-
dian of each account shall be responsible for the payment of all moneys received into the account.

It is the responsibility of each district to assess their risk and exposure and provide the appropriate
insurance coverage, including appropriate bonding of custodians.

Financial Reporting

Bank accounts shall be reported in accordance with the prescribed community college fund
structure and revenue and expenditure classifications established in this manual as follows:

Bank Accounts Reporting Funds
Bookstore Account(s) Bookstore Fund*
Cafeteria Account(s) Cafeteria Fund*
Clearing Account(s) General Fund, Other Agency Funds
Co-curricular Activities Account(s) General Fund
Direct Student Financial Aid Account(s) Student Financial Aid Trust Fund
Farm Operations Account(s) Farm Operations Fund*
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Other Enterprise Account(s) Other Enterprise Fund

Other Internal Services Account(s) Other Internal Services Fund

Retiree Benefits Account(s) Other Internal Services Fund

Scholarship and Loan Activities Account(s) Scholarship and Loan Trust Fund,
Scholarship and Loan Agency Fund

Student Body Accounts Fiduciary Funds

Self-Insurance Trust Account(s) Self-Insurance Fund

*Under Special Revenue Funds or Enterprise Funds depending on governing board’s intent.

If the district has an account not addressed in this list, Chancellor’s Office advice should be
sought.

Financial transactions must also be accounted for in a manner that meets the legal requirements
imposed by any donors or granting agencies.

As determined by the district’s business services office and governing board, the custodian must
periodically prepare reports on the status of the account for review and inclusion in ﬁnancial
reports to the board.

All separately established bank accounts must be included in the annual audit of the district
required by Education Code Section 84040. :

Revolving Funds

The district is authorized to establish by governing board resolution, revolving funds for the use
of the chief business officer and other designated officials in securing or purchasing services
and/or materials, and for otherwise authorized purposes, including prepayments and salary
advances.

The district may also establish a revolving fund in any bank whose deposits are insured by the
Federal Deposit Insurance Corporation. Any check made payable to a vendor that permits the
vendor to fill in the amount to be paid upon shipment of the purchase, shall state on its face that it
is not valid for more than $100.

Preconditions
What follows is a general description of the preconditions for establishing revolving funds.

Revolving funds must be established by governing board resolution. The resolution must state the
necessity for the revolving fund, specific purpose for which the fund will be used (ie.,
prepayment, securing or purchasing services or materials), the district or college officials who
shall be responsible, and the amount to be maintained. A copy of the resolution shall be
transmitted to the county auditor.
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Revolving funds must be established in one or more banks insured by the Federal Deposit
Insurance Corporation. Each fund shall be known as The Revolving Fund of (name of
district/college). The fund must be established to the custody of the officer for whom the fund is

created and who is responsible for the accounting of all moneys and expenditures subject to such
" regulations as the governing board prescribes.

The official who has control -of the revolving fund must be bonded by an authorized surety
company in an amount not less than double the amount of the revolving fund. N

An invoice shall be presented to the district at least monthly for the reimbursement of the fund in
the same manner as other invoices are presented. Invoices must be supported by required receipts.

Financial Reporting

The revolving funds must be reported as part of the district’s General Fund beginning and ending
- cash balances.

Investments

The district is authorized to invest excess cash in accordance with Government Code Section
53600 et seq. The chief fiscal officer shall annually render to the governing board a statement of
investment policy.

Financial Reporting

The chief fiscal officer shall prepare a quarterly report of investments within 30 days following the
end of each quarter (GC §53646). The report shall state compliance of the investment portfolio
to the statement of investment policy, or the manner in which the portfolio is not in compliance.
It shall also state the district’s ability to meet its expenditure requirements for the next six months,
or provide an explanation as to why sufficient money may not be available.
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Accounting for Revenues and Other Financing Sources
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GENERAL

This chapter explains the procedures that community college districts are to use to account for
revenues (additions to assets without any accompanying increase to liabilities). It prescribes the
minimum accounting standards for classifying revenues and other financing sources and for
abating revenues.

Detailed revenue accounting serves several important purposes, i that it:

e provides districts with a uniform method of recognizing and classifying revenues;

e provides districts a means of determining whether all revenues that should have been
received, have, in fact, been recetved;

e captures information that districts must Teport in various financial statements; and

o facilitates district planning and budget preparation by providing historical information on
sources of revenue.

In Governmental Funds and Expendable Trust Funds, revenues are recorded when they are
ecamed, measurable, and available to pay liabilities of the current period. In Proprietary Funds
and Nonexpendable Trust Funds, revenues are recognized when they are carned, regardless of
the timing of related cash flows. Receivables are accrued for amounts that satisfy the applicable
definition of revenue but are not received at the close of the accounting period. Amounts that are
received that do not meet the definition of revenue (i.e., they are not eamed) must be recorded as
deferred revenues.

/’/
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One notable exception to the rules for recognition of revenue is the treatment of enrollment fees
charged for instructional periods after the close of the Spring term. Such fees must be recorded
as deferred revenue, regardless of whether they are earned by the end of the fiscal year.

Revenue is to be distinguished from income the excess of revenues over expenses). Income
from the conduct of district operations such as the bookstore or cafeteria is accounted for within
either the Governmental Funds Group-Special Revenue Funds of Proprietary Funds Group—
Enterprise Funds (depending upon circumstances discussed in the previous chapter).

Likewise, non revenue receipts—moneys received for which the district incurs an obligation
(Liability—such as moneys received through long-term loans, the sale of bonds, etc., are not to
be accounted for as revenue, but as Other Financing Sources (Account 8900). The
corresponding liability is to be reported in the General Long-Term Debt Account Group. Refer
to Governmental Accounting, Auditing, and I inancial Reporting (GAAFR) for details.

32

3063



Budget and Accounting Manual _ Chaprer 3

CLASSIFICATION OF REVENUES AND OTHER FINANCING SOURCES

Community college revenues and other financing sources are to be classified by fund and by
source. Classification by fund is explained in the previous chapter. The classification by source
presented here depicts major and subsidiary reporting classes that shall be used in recording such
information. Districts may increase the detail of their revenue recording by creating further
subdivisions to this classification as needed. Revenue accounts in this chapter apply to all funds
except as otherwise noted.

Federal and State revenue classifications are used to record awards or financial assistance which
are required to be included in Federal or State compliance reports. Office of Management and
Budget (OMB) Circular A-133 Audits of State, Local Governments, and Non-Profit
Organizations defines Federal awards as: “Federal financial assistance and Federal cost-
reimbursement contracts that non-Federal entities receive directly from Federal awarding
agencies or indirectly from pass-through entities. It does not include procurement contracts,
under grants or contracts, used to buy goods or services from vendors.” Therefore, contracts to
provide instructional services to Federal or State agencies are recorded as Local Revenue,
Account 8830, Contract Services, unless there is an external requirement to report them as
Federal or State Revenue.

Accounts that are not numbered in this manual.are required, but the district may assign the
account number.
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8100 Kederal Revenues

8110 Forest Reserve

8120  Higher Education Act

8130 Workforce Investment Act (formerly Job Training Partnership Act)
8140 Temporary Assistance for Needy Families (TANF)

8150 Student Financial Aid

8160 Veterans Education

8170 Vocational and Technical Education Act (VTEA

8190 Other Federal Revenues .

All revenues received or accrued from federal awards (whether distributed by State, federal, or
local agencies) shall be recorded as Federal Revenues. Federal awards are defined in OMB
Circular A-133 Audits of State, Local Governments, and Non-Profit Organizations as. “Federal
financial assistance and Federal cost-reimbursement contracts that non-Federal entities receive
directly from Federal awarding agencies or indirectly from pass-through entities. It does not
include procurement contracts, under grants or contracts, used to buy goods or services from
vendors.”

Account 8100, Federal Revenues, is the controlling account that summarizes amounts recorded
in the following subsidiary accounts:

8110 Forest Reserve

Revenue from the State Controller’s Office as allocation of timber sale proceeds from
U.S. Forest Reserve Land, Education Code Section 2300 and Government Code Section
29484. :

8120 Higher Education Act

Revenue from grants authorized by the Higher Education Act of 1965. Grants include
‘Title III programs for institutional development (including Part A: Strengthening
Institutions); Title IV programs to motivate and support students from disadvantaged
backgrounds (including Upward Bound, Student Support Services, and Educational
Opportunity Centers, and the Federal Work-Study Program); and Title VI programs for
international education programs. Districts can determine if a particular grant is

authorized by the Higher Education Act by searching the Catalog of Federal Domestic

Assistance via the Internet at:
http://www.gsa. gov/fdac/queryfdac.him.

Revenues for direct student financial aid and for administering student financial aid
programs funded through Title IV of the Higher Education Act (including Pell Grants,
Supplemental Educational Opportunity Grants, and the Perkins Loan Program) are to be
recorded within Account 8150, Student Financial Aid.
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8130 Workforce Investment Act (formerly Job Training Partnership Act)

Revenue from the provisions of the Workforce Investment Act (Public Law 105-220) for
job training, employment opportunity, and other services to enhance the self-sufficiency
of economically disadvantaged, unemployed, or underemployed persons. This account
does not include the Employment Training Panel (ETP) or Economic Development
programs. ‘These funds are to be recorded within Account 8650, Reimbursable
Categorical Programs.

8140 Tempofary Assistance for Needy Families (TANF)

Revenue (federal portion) for additional fixed, variable and one-time costs to provide
support services and instruction for welfare recipients under the State’s CalWORKs
Program. The State’s matching share is recorded within Account 8620, General
Categorical Programs. '

8150 Student Financial Aid

Revenue for direct student financial aid (accounted for in the Student Financial Aid Trust
Fund) or for administering student financial aid programs (accounted for in the General
Fund).

Applicable assistance would include the Perkins Loans, Pell Grants Program,
Supplemental Educational Opportunity Grants (SEOG), and Nursing Loans.

College work-study moneys are to be reported under the Higher Education Act.

8160 Veterans Education

Revenue for the operation of veterans outreach, recruitment, special counseling, and
special educational programs. Includes any financial assistance for U.S. military
veterans. ‘

8170 Vocational and Technical Education Act (VTEA)

Revenue from Vocational and Technical Education Act grants for special studies,
demonstration projects, supplemental services to special populations in identified
educational programs, etc.

[

8190 Other Federal Revenues

Revenue from all other federal awards, as defined above, even if received through
another State or local agency. This includes federal funds from the State Department of
Rehabilitation for the WorkAbility II and III programs. '
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8600 State Revenues
8620 General Categorical Programs

-Child Development

Extended Opportunity Programs and Services (EOPS)

Disabled Students Programs and Services (DSPS)

Temporary Assistance for Needy Families (TANF)

California Work Opportunities and Responsibility to Kids
(CalWORKSs)

Telecommunications and Technology Infrastructure Program (TTIP)
Other General Categorical Programs -

These accounts are used to record the receipt of restricted State revenue allocated by the
Chancellor’s Office or other State agencies for which districts receive funds without filing an
application or claim. While these items are not necessary to receive such funds, expenditure
reports may be required. Moneys are distributed periodically in accordance with provisions of
law or as scheduled by the applicable office. ‘These funds are restricted for specific purposes and
are recognized as revenue only when eamed. Advances are recorded as deferred revenue until
earned.

Account 8620, General Categorical Programs, is the controlling account that summarizes
amounts recorded in the following subsidiary classifications:

Child Development

Revenue for child care and development services and programs pursuant to Chapter 2 of
Part 6 of the Education Code (commencing with Section 8200). These revenues are
accounted for in the Child Development Fund.

Revenue received as Campus Child Care Tax Bailout for former tax revenue derived
from Education Code Sections 8329 and 8330 are recorded in Other General Categorical
Programs and are also accounted for in the Child Development Fund.

Extended Opportunity Programs and Services (EOPS)

Revenue for providing allowable supplemental services through EOPS to encourage
enrollment of students handicapped by language, social, and/or economic disadvantages
(EC §69640).
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Disabled Students Programs and Services (DSPS)

Revenue for providing allowable supplemental services and programs to disabled
students (EC §84850).

Temporary Assistance for Needy Families (TANF)

Revenue (State portion) for additional fixed, variable and one-time costs to provide
support services and instruction for welfare recipients under the State’s CalWORKs
Program. The federal share is recorded within Account 8140, Temporary Assistance for
Needy Families (TANF). '

California Work Opportunities and Responsibility to Kids (CalWORKGs)

Revenue for providing educational services to CalWORKs recipients through work/study,
childcare, curriculum development and redesign, and instruction for job development and
placement.

Telecommunications and Technology Infrastructure Program (TTIP)

Revenue for the development and implementation of a comprehensive telecommunica-
tions infrastructure including model applications and faculty and staff development in the
areas of telecommunications and technology.

" Other General Categorical Programs

All other restricted State funds automatically allocated to districts for specific restricted
purposes or programs not elsewhere identified, such as Campus Child Care Tax Bailout
(EC §§8329 and 8330), Cooperative Agencies Resources Education (CARE), Board
Financial Assistance Program (BFAP) Administrative Allowance, Matriculation, Faculty
and Staff Development and Diversity, Instructional Equipment and Library Materials,
Block Grants (on-going and one-time allocations), Foster Care/Parent Program, etc.

Districts shall identify and keep separate records of the receipt and expenditure of these
moneys as required by law.

N ;
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8600 State Revenues
8650 Reimbursable Categorical Programs

Community College Construction Act

Scheduled Maintenance and Special Repair Program
Instructional Improvement Grant

Other Reimbursable Categorical Programs

These accounts are used to record- amounts received or accrued from the apportionment process
or grants and contracts for which the district is required to submit an application or claim for
reimbursement. These funds are restricted for specific purposes and are recognized as revenue
only when eamed. Advances are recorded as deferred revenue until earned.

Account 8650, Reimbursable Categorical Programs, is the controlling account that summarizes
amounts recorded in the following subsidiary classifications: '

Community College Construction Act

Revenue for capital outlay projects funded through State appropriations as part of the
Community College Construction Act (EC §81800 et seq., and CCR §57000 et seq.).
These funds are deposited in the Capital Outlay Projects Fund.

Scheduled Maintenance and Special Repair Program

Revenue for approved scheduled maintenance and special repair projects as defined by
Education Code Section 84660 et seq., and California Code of Regulations Section

57200 et seq. These funds are deposited in the Capital Outlay Projects Fund. Ifa district
match is required it shall be transferred into the same fund for the designated project or

purpose.

Instructional Improvement Grant

Revenue for developing, implementing, and testing alternative learning programs and
services (EC §84381 et seq., and CCR §56650 et seq.).

“Loans” provided under the “Fund for the Improvement of Instruction” are nonrevenue

receipts that are accounted for as Other Financing Sources—Proceeds of General Long-
- Term Debt. ‘

Other Reimbursable Categorical Programs

All other revenue for specially funded projects where moneys are restricted for specific
purposes such as Economic Development, Maintenance Allowance (CCR §54200),
‘Employer-Based: Training, Part Time Faculty Health Insurance and Office Hours,
Hazardous Substances Removal, and any other restricted program funding not identified
above.
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8600 State Revenues
8680 State Non-Tax Revenues

State Lottery Proceeds
State Mandated Costs
" Other State Non-Tax Revenues

. These accounts are used to record non-tax revenues received or accrued from the State.

State Lottery Proceeds

Revenue for the district’s allocation of State Lottery proceeds (GC §8880 et seq.).
Current year lottery revenue that is not received by the end of the fiscal year shall be
accrued.

Lottery revenues are unrestricted General Fund revenues that “shall be used exclusively
for the education of pupils and students.” No funds shall be spent for acquisition of real
property, construction of facilities, financing of research, or any other poninstructional
purpose” (GC §8880.5).

Amounts expended from lottery revenues are excluded from the calculation of the
Current Expense of Education for the purposes of determining compliance with the 50

Percent Law (EC §84362 and CCR §59200 et seq.). See Glossary: 50 Percent
Law/Current Expense of Education.

State Mandated Costs

Revenues for reimbursement of State mandated costs resulting from passage of State
legislation, (GC §17500 et seq.).

Reimbursements for State mandated costs are reported on a cash basis.

Other State Non-Tax Revenues

All other non-tax revenue received from the State.
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8600 State Revenues
8690 Other State Revenues

d or accrued from the State.

This account is used to record all other amounts receive
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8800 Local Revenues

8810 Property Taxes

8820 Contributions, Gifts, Grants, and Endowments
8830 Contract Services

8840 Sales and Commissions

8850 Rentals and Leases '

8860 Interest and Investment Income

8870 Student Fees and Charges

8890 Other Local Revenues

All revenues received or accrued from local sources, other than those classified as federal or
State revenues shall be recorded as Local Revenues. Revenues generated from instructional
services performed under procurement contracts with federal or State agencies are recorded as
Local Revenue, Account 8830, Contract Services unless there is an external requirement to
report them as federal or State revenues. Account 8800, Local Revenues, is the controlling
account that summarizes amounts recorded in Accounts 8310 through 8890. .
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8800 Local Revenues
8810 Property Taxes

8811 Tax Allocation, Secured Roll

8812 Tax Allocation, Supplemental Roll

8813 Tax Allocation, Unsecured Roll

8814 _ Voted Indebtedness, Secured Roll

8815 Voted Indebtedness, Unsecured Roll

8816 Prior Years Taxes

8817 Education Revenue Augmentation Fund (ERAF)

These accounts are used to record amounts received as the district share of the one percent ad
valorem property tax or of special taxes for voted indebtedness as authorized by statute. Property
taxes are levied on the secured and unsecured rolls. Education Code Section 84751 prescribes
that these forms of property tax shall be used in calculating a district’s revenue level for each
fiscal year.

" In accordance with Education Code Section 84751(d), redevelopment property ‘tax revenues
received pursuant to Health and Safety Code Sections 33492.15, 33607.5, 33607.7 and 33676
(except those amounts allocated exclusively for educational facilities) are recorded in the
applicable property tax account. Redevelopment property tax revenues allocated exclusively for
educational facilities pursuant to these Health and Safety Code: sections are recorded in Account
8890, Other Local Revenues.

Property tax revenues are recorded on the modified accrual basis of accounting. All property
taxes that are earned, measurable, and available (received within 60 to 90 days after the end of
the fiscal year) should be accrued to the extent that the county considers the revenues to be prior
year assessments. Measurability is improved by coordinating with the county auditor to
determine the amount of property tax to accrue at the end of the fiscal year (i.e., those taxes
which are collected but unapportioned). Property tax revenues received that are more or less
than the accrual established in the prior year and are not the result of an error, as described in the
- Governmental GAAP Guide, should be recorded as an increase or abatement to the current-year
revenue and not an adjustment to the beginning fund balance.

Account 8810, Property Taxes, is the controlling account that summarizes amounts recorded n
the following subsidiary accounts:

8811 Tax Allocation, Secured Roll

Revenue for the district’s share of the one percent ad valorem property tax on the secured
roll.

3.23

3076




Chapter 3 Budget and Accounting Manual

8812 Tax Allocation, Suppiemental Roli

Revenue for taxes on the supplemental roll. These taxes are on property that has changed
hands since the last secured roll was issued.

8813 Tax Allocation, Unsecured Roll

Revenue for the district’s share of the one percent ad valorem property tax on the
unsecured roll.

8814 Voted Indebtedness, Secured Roll

Revenue from tax levies for voted indebtedness (EC §§15250, 74290) on the secured roll
of the district. These revenues are recorded and accounted for in the Debt Service Fund
only.

8815 Voted Indebtedness, Unsecured Reoli

Revenue from tax levies for voted indebtedness (EC §§15250, 74290) on the unsecured
roll. These revenues are deposited and accounted for in the Debt Service Fund only.

8816 Prior Years Taxes

Revenue from tax levies of prior years and adjustments to taxes reported in prior years,

including delinquent secured and unsecured property tax receipts, applicable penalties
and interest, and any tax sale proceeds of prior years.

Note: Prior year property tax revenues are not to be treated as adjustments to beginning
balance.

8817 Education Revenue Augmentation F und (ERAF)

Revenue from secured tax collections for ERAF.
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8800 Local Revenues
8820 Contributions, Gifts, Grants, and Endowments

Amounts received or accrued as contributions, gifts, grants, bequests, and endowments from

private sources.
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8800 Local Revenues
8830 Contract Services

Contract Instructional Services
Other Contract Services

These accounts record the amounts received or accrued for services rendered to local public or
private agencies, companies, or individuals. Revenues generated from instructional services
performed under procurement contracts with federal or State agencies are recorded as Contract

Services.

Account 8830, Contract Services, is the controlling account that summarizes amounts recorded
in the following subsidiary classifications:

Contract Instructional Services

Revenue for contracted instructional services from other local public or private agencies
(including federal and State agencies), companies, Or individuals who are not employees
of the district.

Other Contract Services

Revenue from all other contracted services, e.g., transfers received by the Self-Insurance
Fund from other funds of the district. (See Chapter 2, Self-Insurance Fund.)

3079



Budget and Accounting Manual Chapter 3

8800 Local Revenues

8840 Sales and Commissions

Amounts received or accrued from commissions, sales of tickets to sporting, arts, or cultural
events, and the sale of other goods or services such as food, publications, farm products,
bookstore merchandise, and advertising.

The proceeds from the sale of general fixed assets are recorded in Account 8910, Proceeds of
General Fixed Assets, Sale of Equipment and Supplies.
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8800 Local Revenues
8850 Rentals and Leases

Amounts received or accrued from the rental or lease of land and buildings no longer needed by
the district (EC §81360 et seq.) or charges for the use of athletic facilities, buildings, etc., by

‘civic groups, the general public, and public agencies, including other districts and schools (EC
§82537 et seq.).

Amounts from the rental or lease of land, buildings, and/or equipment to an enterprise fund of
the district are also included in this account. If the rental charge includes maintenance and/or
utilities, the entire amount is treated as rent. The rent received shall be treated as revenues to the
General Fund or appropriate fund.
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8800 Local Revenues

8860 Interest and Investment Income

Amounts received or accrued as interest earned on moneys held with the county treasurer or on
other investments, including premiums and accrued interest at the time of sale of bonds, etc.

Proceeds of the sale of bonds received at the time of sale as premiums or accrued interest must
be deposited in the Governmental Funds Group—Debt Service Funds—Bond Interest and
Redemption Fund (EC §15146).

Interest and investment income shall be credited to the fund earning the revenue. Interest
received on restricted money shall include the same restrictions as the principal. The Attorney
General has issued an opinion (CV 75/238, dated 1/ 8/76) that, in effect, requires that interest paid
for cash on deposit in the county treasury from sources which have imposed restrictions on
expenditures shall be prorated to those sources.

The requirements for final disposition of earned interest will vary depending on the source of the
principal, laws and regulations, and written conditions of gifts, grants, and contracts. Unless
otherwise provided in law, regulations, or other legal requirements, interest eamed shall be
restricted to the purpose of the fund.

Interest on delinquent secured and unsecured property tax receipts must be recorded in Account
8816, Prior Years Taxes.
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8800 Local Revenues
$870-8885 Student Fees and Charges

8871 Child Development Services

8872 Community Service Classes

8873 Dormitory '

8874 Enrollment

8875 Field Trips and Use of Nondistrict Facilities
8876 Health Services

8877 Instructional Materials Fees and Sales of Materials
8878 Insurance

8879 Student Records

8880 Nonresident Tuitton

8881 Parking Services and Public Transportation
8883 Student Center Fee

8884 Student Representation Fee

8885 Other Student Fees and Charges

These accounts are used to record the amounts received or accrued from authorized student fees
and charges. '

Expressed statutory authority is required to charge any mandatory student fee; however,
optional student fees or charges may under certain circumstances be charged pursuant to the
authority of the “permissive code™ as set forth in Education Code Section 70902(a). If a fee
‘must be paid as a condition of admission to a college; or as a condition of registration,
enrollment, or entry into classes; or as a condition of completing the required classroom
objectives of a course, the fee s mandatory (required) in nature.

Account 8870, Student Fees and Charges, is the controlling account that summarizes amounts
recorded in the following subsidiary classifications: '

8871 Child Development Services

Revenue from student development services. These revenues are accounted for in the
Child Development Fund.

8872 Community Service Classes

Revenue from student fees for community service classes in civic, vocational, literary,
health, homemaking, technical, and general education. This revenue account includes
fees charged for class materials for community service classes.

Fees charged to students for such classes may not exceed the cost of maintaining the
classes (EC §78300).
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"‘Community service classes include those in the fields of music, drama, art, handicraft,
science, literature, nature study, nature contacting, aquatic Sports, and athletics, which
provide instruction contributing to the physical, mental, moral, economic, Or civic
development of the individual or groups enrolled therein.

8873 ' Dormitory:
Revenue from rental of dormitories (EC §81670).

Revenues derived from dormitories constructed from the sale of bonds shall be deposited
" in Governmental Funds Group-Special Revenue Funds-Revenue Bond Project Fund. -
(See Chapter 2 for authorized uses of such revenues.) :

8874 Enrollment

Revenue from student charges for enrollment fees authorized by Education Code
Sections 76300 and 76140(k) and California Code of Regulations Section 58500 et seq.
Such fees are recorded as revenue in the current fiscal year if the related courses begin
before the close of the spring term.

Enrollment fee revenue includes the full amount of the fees charged, regardless of
whether the fees are collected. Accounts receivable must be established to record the
revenue on enrollment fees charged for the spring term or earlier if such fees are not
collected by year end. Uncollectible fees are accounted for as an expense of the district
and not an abatement of enrollment fee revenue. Subsequent recovery of accounts that
have been written-off should be recorded as Other Local Revenue and not enrollment fee
revenue.

Enrollment fees charged for instructional periods after the close of the spring term are
recorded as deferred revenue in the current fiscal year. '

The “merchant discount” (credit card service fee) associated with enrollment fees paid by
credit card is accounted for as an operating expense of the district and not a reduction of
the enrollment fee revenue. Students may be charged an amount equal to the “merchant
discount™ provided that use of the card is optional and the charge is allowed by the
operating regulations of the credit card issuer. Such a charge is separately identified from
enroliment fees and accounted for as Other Student Fees and Charges.

8875 TField Trips and Use of Nondistrict Facilities

Revenue from student charges authorized by California Code of Regulatiohs Section
55450 and Education Code Section 76395 for the cost of field trips and student use of
nondistrict facilities for physical education.

8876 Health Services

Revenue from student health fees authorized by Education Code Section 76355 for the
support of district health supervision and services.
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8877 Imstructional Materials Fees and Sales of Materials

Revenue from mandatory student charges authorized by Education Code Sections
76365 and 81458 and student charges that are optional in nature provided that the fee is
ot in conflict or inconsistent with existing law and are not inconsistent with the purposes
for which community college districts are established.

Education Code Section 76365 (implemented by CCR §§59400-59408) allows districts to
require students to furnish certain of their own materials if all of the following
conditions are met. The material is tangible personal property, is owned or controlled by

the student, and has continning value outside of the classroom setting (e.g., textbooks,
tools, equipment, clothing, and materials necessary for a student’s vocational training and
employment). "However, such materials may not be exclusively available from the
district unless they are provided at the district’s actual cost and: (1) the material is
otherwise generally available but there are health and safety reasons for the district being
the provider, or (2) the material is provided in lieu of other generally available but more
expensive materials that would otherwise be required.

Education Code Section 81458 authorizes districts to charge students taking noncredit
classes for materials that are necessary for the making of articles. The materials shall be
sold at not less than the cost to the district and the article becomes the property of the
student.

8878 Insurance

Revenue from student charges for athletic insurance (EC §32221), field trip insurance
(CCR §55451), malpractice insurance, and other permissive student insurance charges.

8879 Student Records

Revenue from student charges for district administrative costs related to providing copies
of student records (EC §76223).

8880 Nonresident Tuition

Revenue from nonresident tuition fee authorized by Education Code Section 76140 and
Capital Outlay charges authorized by Education Code Section 76141.

A student who is not a resident of California is required under the uniform student
residency requirements (EC §68000 et seq., and CCR §54000 et seq.) to pay a tuition fee,
as prescribed by Education Code Section 76140, unless otherwise exempted by statute.

Application fees charged to nonresident students in accordance with Education Code
Section 76142 -are reported as Other Student Fees and Charges and not Nonresident
Tuition.

The nonresident tuition fee shall be set by the district’s governing board not later than
February 1 of each year for the Fall semester of the succeeding fiscal year. The district

3.37

3085




Chapter 3 Budget and Accounting Manual

shall provide nonresidents with notice of nonresident tuition fee changes during the
spring term before the fall term in which the change will take effect (EC §76140).

In addition to the nonresident tuition fee established pursuant to Education Code Section
76140, a community college district may charge nonresident students who are both
citizens and residents of a foreign country, an amount not to exceed the amount that was
expended by the district for capital outlay in.the preceding fiscal year divided by the total
full-time equivalent students of the district in the preceding fiscal year pursuant to
Education Code Section 76141, Any fee charged pursuant to this section shall not
exceed 50 percent of the nonresident tuition fee established pursuant to Education Code

_ Section 76140 and shall be expended only for purposes of capital outlay, maintenance,
and equipment. Any student who can demonstrate economic hardship or who is a victim
of persecution in the country in which the student is a citizen and resident is exempt from
this fee.

8881 Parking Services and Public Transportation

Revenue from parking fees authorized by Education Code Section 76360 to be expended
only for parking services or for reducing the costs to students and employees of using
public transportation to and from the college.

8883 Student Center Fee

Revenue for the purpose of financing, constructing, enlarging, remodeling, refurbishing,
and operating a student center (EC §76375). These revenues are accounted for in the
Student Body Center Fee Trust Fund.

8884 Student Representation Fee

Revenue for the support of governmental affairs representatives (EC §76060.5). These
revenues are accounted for in the Student Representation Fee Trust Fund.

8885 Other Student Fees and Charges

Revenue from all other authorized student fees and/or charges, e.g., transportation
services (EC §76360), course andits (EC §76370), and application fees for nonresident
applicants that are citizens and residents of a foreign country (EC §76142).
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8800 Local Revenues
8890 Other Local Revenues

Amounts received or accrued from all other local sources, such as fees for applicant or employee
identification cards (EC §88024), parking and traffic fines (Vehicle Code §40200.3), and fees for
returned/NSF checks, etc.

Account 8890 also includes redevelopment property tax revenues allocated exclusively for
educational facilities, which are exempt from inclusion in the calculation of a district’s revenue
level for each fiscal year pursuant to Education Code Section 84751(d).
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8900 Other Financing Sources

8910 - Proceeds of General Fixed Assets
8940 Proceeds of General Long-Term Debt
8980 Incoming Transfers

Other Financing Sources include incoming transfers as well as proceeds from long-term debt and
sale of fixed assets. These moneys are considered nonrevenue receipts.

Accounting of Governmental Funds long-term debt does not require any appropriation or
expenditure during the current accounting period, and consequently, such debt is not recorded as
an account payable in the Governmental Funds. However, for accounting control it is
recommended that districts maintain a General Long-Term Debt Account Group in accordance
with Governmental Accounting, Auditing, and Financial Reporting (GAAF R).

341

3088




Budget and Accounting Manual Chapter 3

8900 Other Financing Sources
8910 Proceeds of General Fixed Assets

Compensation for Loss of General Fixed Assets
Sale of Equipment and Supplies
Sale of Land and Buildings

Account 8910, Proceeds of General Fixed: Assets, is the controlling account that summarizes
amounts recorded in the following subsidiary classifications: ’

Compensation for Loss of General Fixed Assets

Amounts provided from sources such as joint powers arrangements and insurance catriers
as compensation for the loss of general fixed assets.

Sale of Equipment and Supplies

Amounts provided from the sale of supplies .and equipment no longer needed by the
district (EC §81450 et seq.).

The proceeds received are to be. credited to the fund from which the original acquisition
expenditure occurred (EC §81453).

Sale of Land and Buildings

Amounts provided from the sale of land and buildings no longer needed as determined by
the district governing board (EC §81360 et seq.).

Funds so. derived must be used to meet district capital outlay needs. If the district
governing board determines prior to sale that the district has no anticipated need for

additional sites or building construction for a five-year period (EC §8 1363), the proceeds
shall be deposited in the General Fund for discretionary purposes.
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8900 Other Financing Sources
8940 Proceeds of General Long-Term Debt

Sale of Bonds
Other General Long-Term Debt

These subsidiary accounts are used to record the proceeds from the sale of bonds or from other
financing for more than one year. The gross proceeds from general long-term debt should be
recorded in these accounts. Underwriting and other fees are recorded as expenditures and not a
reduction of the proceeds from the issuance of debt.

The pet proceeds are held in the fund in which the money will be used. Resources accumulated
for the repayment of general long-term debt are held in the Debt Service Fund.

Account 8940, Proceeds of General Long-Term Debt, 1s the controlling account that summarizes
amounts recorded in the following subsidiary classifications:

Sale of Bonds

Proceeds provided from the sale of bonds at par value pursuant to Education Code
Section 15100 et seq., and 81901 et seq.

The proceeds must be recorded and accounted for in the Revenue Bond Construction
Fund or the Capital Outlay Projects Fund, as appropriate (EC §§15146 and 81961).
‘Expenses incurred for the sale of bonds may be paid from the proceeds of bond sales (EC
§15145).

Other General Long-Term Debt

Proceeds provided from financing on a long-term basis, such as for Emergency
Apportionment (CCR  §58316), energy loans, Instructional Improvement Loans
(CCR §56680), Certificates of Participation (COP), etc.
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8900 Other Financing Sources
8980 Incoming Transfers

Interfund Transfers-In
Intrafund Transfers-In
Other Incoming Transfers

Incoming Transfers primarily include either residual equity transfers (transfers of resources
[money] from one fund to another, such as transfers of the residual balance of a discontinued
fund to the General Fund) or operating transfers (such as transfers of General Fund moneys to
the Debt Service Fund for repayment of indebtedness or fund operating subsidy).

Moneys received from sources such as foundations, auxiliary organizations, and the student body
are not to be considered transfers but are revenue under Account 8820, Contributions, Gifts,
Grants, and Endowments, or Account 8830, Contract Services.

Account 8980, Incoming Transfers, is the controlling account that summarizes amounts recorded
in the following subsidiary classifications:

Interfund Transfers-In

Amounts, typically considered restricted, transferred in from other funds arising out of
(1) binding legal agreements related to financing of facilities, such as amounts for debt
retirement, interest, and required provisions for renewals and replacements of facilities
not financed from other sources; or (2) grant agreements with government agencies,
donors, and other organizations to match gifis and grants.

Incoming transfers from other funds at the discretion of the local governing board are
typically considered unrestricted.

Intrafund Transfers-In

Amounts transferred within a fund. An example of an intrafund transfer is a transfer
from the General Fund Unrestricted Subfund to the General Fund Restricted Subfund.

Other Incoming Transfers

All other transfers of money such as from lapsed or reorganized districts and from
transfers not otherwise classified.
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REVENUE ABATEMENTS

An abatement of revenue is the cancellation of part or all ‘of any specific revenue previously
recorded. Abatements generally occur when revenue is recorded before it is fully earned,
measurable or available to pay liabilities of the current period.

When revenue received by a community college district must be returned to the source from
which it is received or paid to another entity that is entitled to all or a portion of the receipts, the
transaction shall be accounted as an abatement to revenue and not as a charge to an expenditure
account. For example, the portion of parking citations that is remitted to the county for
courthouse construction is recorded as an abatement of revenues from parking fines.

Revenue abatements are also recorded if a receivable is accrued that exceeds the actual amount
of revenue received. However, abatements are generally only made to adjust estimated revenues
io the actual revenues earned and not to adjust earned revenues to the amount collected. If a
district has revenue that is uncollected, the full amount earned is recorded as revenue and the
uncoliectible amount is recognized as an expenditure. For example, if enrollment fees are
charged and due from students, the full amount of enrollment fees must be recorded as revenue,
regardless of whether they are collected.

Uniformity in accounting for abatements of revenue is an important part of establishing
comparable fiscal records and reports.

Payments or cancellations of receivables that reduce previously recorded revenue must be
accounted for by abating the revenue account originally credited for the fiscal year in which the
revenue adjustment is made, irrespective of the fiscal year in which the revenue was originally
recorded. In some cases such payments or cancellations of receivables may exceed the actual
revenue for the fiscal year in which the abatement is made and thus result in negative balances in
the accounts or entries reported.

The following kinds of transactions shall be accounted for as abatements of revenue:

e Refunds of receipts from federal, State or local sources, such as taxes, grants, rentals, and
fees which were recorded as revenue prior to becoming fully earned;

o Payments to other entities for collections on behalf of the entity which were recorded as
revenue when collected (e.g., surcharges on citations for courthouse construction);

. Canc'ellation of receivables over-accrued in a prior period. However, revenues (€.8.,
~ enrollment fees) that are determined to be uncollectible are to be recorded as an expense
of the district and not an abatement of revenues,

e (Conditional donations when the condition cannot be fulfilled by the district/college; and

e Reversal of payments made by checks with insufficient funds.
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Accounting for Expenditures and Other Outgo
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GENERAL

This chapter explains procedures for community college districts to use in accounting for
expenditures (payments for employee compensation, goods and services). This chapter
prescribes the minimum accounting standards for classifying expenditures by fund, activity, and

object, and for abating expenditures.
Detailed expenditure accounting serves several important purposes in that it:

. provides districts with a uniform method of recognizing and classifying expenditures;

. captures information that districts must report in various financial statements; and

« facilitates district planning and budget preparation by prbviding historical information on

costs of activities and programs.

The classification of expenditures by fund, discussed in Chapter 2, Fund Structure, establishes

the rules for determining the appropriate fund and the timing for recognition of the obligation.
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Generally, districts account for expenditures in the accounting period in which the liability is
incurred.  Consequently, reported expenditures will include both actual disbursements and
recorded liabilities.

Minimum accounting standards for classifying expenditures by categorical programs within the
Governmental Funds Group are not prescribed by this manual. Districts have the additional
responsibility to maintain appropriate expenditure control in order to satisfy particular funding
“source requirements. Examples of such programs include, but are not limited to:

Federal Vocational and Technical Education Act (VTEA)
State Extended Opportunity Programs and Services (EOPS)
Local Parking Services

California Code of Regulations Section 58307 limits district expenditures to the amount
appropriated for each major expenditure classification as approved by the district
governing board through adoption of the district budget (CCR §58305) or as amended by
subsequent intrabudget transfers or other budget revisions. Because of this statutory
control language, the budget, and all documents dealing with appropriations, must be
prepared according to the same classification plan as that employed to account for
expenditures.
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CLASSIFICATION OF EXPENDITURES BY ACTIVITY

The classification of expenditures by activity reflects the purpose of the expenditures; it shows
the aspect of college-district operations benefited by the expenditure. Generally, all activities are
classified as either instructional or administrative and support. Some expenditures may directly
benefit more than one activity and are properly allocable to more than one activity. Expenditures
allocable to one or more activities may include any combination of objects of expenditure, such
as salaries, fringe benefits, supplies, other operating expenses, and capital outlay. In this manual,
the word “salaries” has the same meaning as the term “salaries and wages.” While certain
activities are recorded in a specific fund, some activities may be charged to multiple funds. For
example, Activity 6900, Ancillary Services, such as bookstore or cafeteria should be recorded in
the appropriate Special Revenue or Enterprise fund, while Activity 6500, Operation and
Maintenance of Plant, may be applicable in multiple funds.

Descriptions of authorized instructional activities are contained in the Taxonomy of Programs
(TOP) manual. Although the TOP manual provides the mechanism for detailed reporting of
instructional activities, districts are required, for Staté fiscal purposes, to report instructional
expenditures using a four digit account code comprised of the TOP two digit Discipline in the
first two positions and two zero placeholders in the last two positions. Districts are strongly
encouraged to maintain TOP detail, at the local level, to four positions for all direct instructional
activifies. :

Descriptions of authorized Administrative and Support Activities (ASA) are contained in this
chapter. Districts are required, for State fiscal purposes, to report administrative and support
expenditures using a four-digit account code comprised of the ASA codes identified in this
chapter. Districts may create subsidiary activity categories as needed.

Local district autonomy in priority-setting, budgetary allocation, and expenditure is to be
maintained.
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INSTRUCTIONAL ACTIVITIES

0100 Agriculture and Natural Resources

0200 Architecture and Environmental Design
0400 Biological Sciences :

0500 Business and. Management

0600 Communications

0700 Computer and Information Science

0800 Education

0900 Engineering and Related Indusrial Technologies
1000 Fine and Applied Arts

1100 Foreign Language

1200 Health

1300 Consumer Education and Home Economics
1400 Law

1500 Humanities (Letters)

1600 Library Science

1700 Mathematics

1800 Military Studies

1900 Physical Sciences

2000 Psychology

2100 Public Affairs and Services

2200 Social Sciences

3000 Commercial Services

4900 Interdisciplinary Studies '

5000 Instructional Staff—Retirees’ Benefits and Retirement Incentives

Expenditures incurred for instructional activities are classified by controlling accounts (CA)
0100 through 5900 as shown above. The direct costs of classroom instruction are recorded by
discipline within Activities 0100 through 4900. Costs of instruction include expenses incurred in
offering credit and noncredit courses approved, either individually or as a part of some larger
program, by the Chancellor’s Office. Also included are the salaries, benefits, and related
expenses of those coordinators, supervisors, departmental chairpersons .and their support staff
whose duties are directly related to specific instructional activities. Directors or coordinators
whose duties are not related to direct instructional activities, such as directors of EOPS and
DSPS and their support staff, are not recorded in these activities but rather in the appropriate
administrative and support activity to which their efforts are directed.

Activity 5900, Instructional Staff-Retirees’ Benefits and Retirement Incentives, includes
expenditures on behalf of retired faculty and prepayments for retirement incentives and benefits
that cannot be identified to specific disciplines. Examples of these payments could be to a State
retirement system, to a self insurance fund, joint powers agency or private insurer. Activity 5900
is to be used only to record amounts expended for a district’s share of retirees’ health and other
benefit costs and for retirement incentive pay for instructors, and instructional aides whose
salaries qualified for inclusion as salaries of classroom instructors (CCR §59204) .
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Also included in Activity 5900 are the prorated portions of the district’s share of retirees’ health
and other benefit costs and retirement incentive pay for qualified staff who were not assigned

full-time to instructional assignments. If staff performed instructional and noninstructional

assignments in their last year of service, charges made to this activity shall be in the same
proportion as the time assigned to instruction was to the total assigned hours for each individual
(see Activity 6740, Noninstructional Staff—Retirees’ Benefits and Retirement Incentives).
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ADMINISTRATIVE AND SUPPORT ACTIVITIES

6000 Instructional Administration and Instructional Governance
6100 Instructional Support Services

6200 Admissions and Records

6300 Student Counseling and Guidance

6400 Other Student Services

6500 Operation and Maintenance of Plant

6600 Planning, Policymaking, and Coordination

6700 General Institutional Support Services

6800 Community Services and Economic Development

6900 Ancillary Services

7000 Auxiliary Operations

7100 Physical Property and Related Acquisitions

7200 Long-Term Debt and Other Financing

7300 Transfers, Student Aid, and Other Outgo

7900 Appropriation for Contingencies (for budgetary purposes only)

Expenditures incurred for administrative and support activities are classified by Activities 6000-
7900 as shown .above. The costs of administrative and support activities include expenses
incurred in providing various noninstructional services to students, faculty, and the community,
necessary to achieve the function of the institution.

The classification of Administrative and Support Activities presented here provides major and
subsidiary reporting categories used in recording expenditures by activity. Districts may create
subsidiary activity categories as needed.

While certain activities are recorded in a specific fund, some activities may be charged to
multiple funds. For example, Activity 6900, Ancillary Services, such as bookstore or cafeteria
should be recorded in the appropriate Special Revenue or Enterprise fund, while Activity 6500,
Operation and Maintenance of Plant, may be applicable in multiple funds.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6000 Instructional Administration and Instructional Governance

6010 Academic Administration

6020 Course and Curriculum Development

6030 Academic/Faculty Senate

6090 Other Instructional Administration and Instructional Governance

This activity is used to record all expenditures associated with the administrative management of
instructional activities. It includes the costs associated with the first level of administration
immediately above the instructor. Positions at this level are commonly called (associate) deans
of instruction or, in larger districts, division chairpersons. This activity includes salaries,
benefits, and related expenses of these individuals and their support staff as well as the prorated
portion of salaries, benefits and other expenses of faculty while serving on division or
institutional committees, such as the Academic/Faculty Senate. :

The costs of supervisors or coordinators and their support staff whose duties are specifically
related to instructional activities are not recorded in this activity but rather in the appropriate
TOP instructional activity (Activities 0100-4900). Also, directors or coordinators whose duties
are not directly related to instructional activities, such as directors of EOPS and DSPS and their
support staff, are not recorded in this activity but rather in the appropriate administrative and
support activity to which their efforts are directed.

Activity 6000, Instructional Administration, is the controlling account that summarizes
expenditures recorded in the following subsidiary activity categories:

6010 Academic Administration

Expenditures for current academic operations, including scheduling and starting of

classes, identification and requisition of needed materials and equipment, and evaluation
- of instructors, courses, and programs.

6020 Course and Curriculum Development

Expenditures for activities established to improve or significantly add to instructional
“offerings. Costs of curriculum committees are included within this category even though
some of their efforts are spent on current-year course administration problems.

6030 Academic/Faculty Senate

Expenditures for the prorated portion of salary, benefits and other expenses of faculty
while serving on behalf of the Academic/Faculty Senate. This includes the salary and
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benefits of faculty released to serve on collective bargaining. Also included here would
be support staff and other operating expenses.

6090 Other Instructional Administration and Instructional Governance

Expenditures for the prorated portion of salary, benefits and other expenses of faculty
while serving on instructional administrative and governance assignments that do not fall
in the above categories (e.g., accreditation). Also included here would be support staff
and other related operating expenses.

4.10

3100




Budget and Accounting Manual v Chapter 4

ADMINISTRATIVE AND SUPPORT ACTIVITIES
6100 Instructional Support Services

6110 Learning Center

6120 Library

6130 Media

6140 Museums and Galleries

6150 Academic Information Systems and Technology
6190 Other Instructional Support Services

Activity 6100, Instructional Support Services, is the controlling account that is used to record
expenditures for services directly provided by the following operations as supplement to the
instructional effort within the appropriate subsidiary activity category:

6110 Learning Center (Learning Resource Center)

Expenditures for the operation of the Jearning center. A learning center is defined as the
specific location set aside for the general student body and faculty to supplement
instructional activities and provide educational enrichment for students. Activities in the
learning center may generate Full-Time Equivalent Students (FTES) for State funding
purposes if all requirements for generating FTES are met. Direct costs incurred in
generating FTES must be reported in the appropriate instructional activity.

The center may contain audio-visual and computer equipment and nonprint media such as
tapes, slides, films, records, and programmed materials to assist students in their studies
and may be located within the college library. The library, as used in this section, is not
synonymous with the learning center.

Examples of activities conducted in the learning center include, but are not limited to,
tutorial, self-study, programmed instruction, and language laboratory.

6120 Library

Expenditures for the operation of the general college library.

The costs of department libraries and reference books primarily for the use of instructors
and staff are recordedwithin the appropriate instructional activities.

6130 Media

Expenditures for general institutionwide media (audio-visual) services, facilities, and
equipment.
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Examples include costs of teleconferencing, television and radio facilities, equipment,
and personnel associated with providing media services for instructional programs where
the costs are not separately identifiable to any specific instructional activities. Costs of
television and radio operations beyond those for instructional services and support are
recorded within Activity 7000, Auxiliary Operations.

Costs of services readily identifiable to one or several instructional activities are
identified within those activities.

6140 Museums and Galleries

Expenditures for the operation of museums or galleries for collection, preservation, and
exhibition of historical materials, art objects, scientific displays, efc.

6150 Academic Information Systems and Technology

Expenditures for instructional data processing and data management services. This
activity is to be used if the district prorates or identifies instructional information systems

expenditures and does not allocate such expenditures to individual instructional activities.
(See Activity 6780, Management Information Systems.)

6190 Other Instructional Support Services

Expenditures for instructional support services not listed above.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6200 Admissions and Records

This activity is used to record all expenditures associated with student admissions and
evaluations, including expenditures incurred in maintaining student records, statistics and
reports, conducting transfer evaluations and registrations, and processing transcripts ans degree

certifications.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6300 Student Counseling and Guidance

6310 Counseling and Guidance

6320 Matriculation and Student Assessment
6330 Transfer Programs

6340 Career Guidance

6390 Other Student Counseling and Guidance

This activity is used to record all costs associated with formal student counseling and career
guidance, but not costs associated with instructors’ informal counseling. Costs of applicable
activities include those associated with assisting students to select an occupation, to plan a
program of study, or to deal with personal problems or other matters that affect academic

performance. Costs of special testing services used to determine a student’s aptitude for certain
professions shall also be recorded as Student Cotinseling and Guidance activity expenditures.

This activity includes, but is not limited to, the salaries, benefits, and related expenses of
counselors and support staff; operating expenses of the counseling office; supplies and materials;
and testing equipment used by the counselors and guidance personnel.

Activity 6300, Student Counseling and Guidance, is the controlling account that summarizes
expenditures recorded in the following subsidiary activity categories:
6310 Counseling and Guidance

Expenditures for general counseling and guidance.

6320 Matriculation and Student Assessment

Expenditures for the costs of instituting effective processes and services that are
supportive of and aid in the success and assessment of students in establishing and
achieving their educational goals.

6330 Transfer Programs

Expenditures for the costs associated with helping students determine requirements to
transfer to other institutions of higher education.

6340 Career Guidance

Expenditures for career guidance.

6390 Other Student Counseling and Guidance

Expenditures for counseling and guidance activities not identified above.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6400 Other Student Services

6420 Disabled Students Programs and Services (DSPS)
6430 Extended Opportunities Programs and Services (EOPS)
6440 Health Services
6450 . Student Personnel Administration
6460 Financial Aid Administration
6470 ~ Job Placement Services
6480 Veterans Services
6490 Miscellaneous Student Services

This activity is used to record all expenditures associated with providing to students the services
listed above as subsidiary detail of Controlling Account 6400. Such services are not recorded
within any other activity classification.

1t should be noted that these services generally are not programs and, therefore, not all program
costs will necessarily be identified within any one activity. For example, the cost of processing a
veteran’s application for educational benefits should be recorded within Activity 6480, Veterans
Services; but, the payment to the veteran should be recorded within Activity 7320, Student Aid.

The two major categorical programs, DSPS and EOPS, are treated separately within this activity
because they are perceived and administered as separate entities within the district. The costs of
other categorical programs are fo be recorded in the applicable activity codes, such as
Counseling and Guidance or Other Student Services. Costs of EOPS and DSPS directors and
coordinators and their support staff are recorded in these activities.

Activity 6400, Other Student Services, is the controlling account that summarizes expenditures
recorded in the following subsidiary activity categories:

6420 Disabled Students Programs and Services (DSPS)

Expenditures for administration of the DSPS program and for direct services to DSPS
students, excluding grants or other direct aid to students. Payments are recorded within
Activity 7320, Student Aid. These payments are made from the Student Financial Aid
Trust Fund, not the General Fund. ’

6430 Extended Opportunities Programs and Services (EOPS)

Expenditures for administration of the EOPS program and for direct services to EOPS
students, excluding grants or other direct aid to students. Payments are recorded within
Activity 7320, Student Aid. These payments are made from the Student Financial Aid
Trust Fund, not the General Fund.
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6440 Health Services

Expenditures to provide medical, dental, psychiatric, and nursing services, as well as
student health insurance.

Student Health Fee revenues are recorded in Account 8876, Health Services in the
General Fund—Restricted Subfund. Heaith Services Fees collected are restricted to
allowable health services expenditures in accordance with Education Code Section
76355(d) and California Code of Regulations Section 54700 et seq. Any health services
expenditures above the fees collected are from General Fund-Unrestricted Subfund
moneys.

Districts subject to the maintenance-of-effort requirement of Education Code Section
76355(e) must separately identify these costs within this activity.

6450 Student Personnel Administration

Expenditures for college or district administration of student personnel activities,
including costs of the dean of students, supporting staff and other operating expenses.

6460 Financial Aid Administration

Expenditures to administer grants, scholarships, loans, and other financial aid to students,
including costs of determining student financial need.

Actual aid payments are recorded within Activity 7300, Student Aid.

6470 Job Placement Services

Expenditures for services to assist students in obtaining employment, such as providing
job referral, assisting students to develop job finding skills, and coordinating on-campus
interviews with employers.

Included here would be economic development activities, such as working with the
community in the area of job creation and workforce development.

6480 Veterans Services

Expenditures to provide services to veterans and their dependents.
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Applicable services would include the dissemination of information and verification of
eligibility for educational benefits.

6490 Miscellaneous Student Services

Expenditures for other services for special student groupé or the general student
population.

Services include student transportation and coordination or referrals for housing. Special
student groups include economically disadvantaged, women, and minorities. Although
the Chancellor’s Office does not require separate accounting of other costs, districts may
need to maintain detailed records to fulfill the reporting requirements of other funding
agencies or to facilitate budget preparation.

The operation of housing facilities such as dormitories are reported within Activity 6900,
Ancillary Services.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6500 Operation and Maintenance of Plant

6510
6530
6550
6570
6590

Building Maintenance and Repairs
Custodial Services

Grounds Maintenance and Repairs
Utilities

Other Operation and Maintenance of Plant

This activity is used to record all expenditures associated with the routine operation and
maintenance of buildings and grounds.

The following are expenditures that should not be charged to this activity, but instead should be
_charged to Activity 7100, Physical Property and Related Acquisitions.

s Purchase of land and buildings

« Initial equipping of buildings

« Purchase of equipment permanently affixed to buildings

¢« Construction of buildings

« Modifications that improve the functionality or extend the useful life of land or buildings

« Nonroutine repair and maintenance of buildings and other structures (e.g., scheduled
maintenance and special repair items defined under Education Code Section 84660)

+ Upgrades of telecommunications and information technology infrastructure

Repairs or replacem

ents of equipment, including furniture, identifiable to specific activities are

charged to those activities and not to Activity 6500, Operation and Maintenance of Plant.

Activity 6500, Operation.and Maintenance of Plant, is the controlling account that summarizes
expenditures recorded in the following subsidiary activity categories:

6510 Building Maintenance and Repairs

Expenditures for activities related to routine repair and maintenance of buildings and
other structures, including preventive maintenance.

Repairs of items attached to and considered integral parts of buildings or other structures
are also included.

6530 Custodial Services

Expenditures for custodial supplies and services.
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6550 Grounds Maintenance and Repairs

Expenditures for the maintenance of Jandscapes and grounds.

Repairs of both grounds and grounds maintenance equipment, including underground
systems such as sprinklers, are included. Repairs of underground systems not a part of
the grounds, such as sewers, underground communications lines, and power lines, are
reported within Activity 6590, Other Operation and Maintenance of Plant.

6570 Utilities

Expenditures for gas, .water, electricity, telephone and other utilities necessary for the
operation of the physical plant.

6590 Other Operation and Maintenance of Plant

Expenditures for all other plant maintenance and operation expenditures, including
equipment repairs not assignable to any other activity.

Repairs of underground systems not a part of the grounds, such as sewers, underground
communications lines, and power lines, are reported within this activity.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6600 Planning, Policymaking, and Coordination

This activity is used to record all expenditures associated with executive-level activities, such as
board meetings or long-range planning, associated with management of a district. Applicable
costs include expenditures for governing board and senior executive officers. Expenses for
executive support staff, as well as expenditures for operating costs of the executive offices
including legal services, analytical studies, institutional budget planning, and facilities
development are also included.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6700 General Institutional Support Services

6710 Community Relations

6720 Fiscal Operations

6730 Human Resources Management »

6740 Noninstructional Staff-Retirees’ Benefits and Retirement Incentives
6750 Staff Development

6760 Staff Diversity

6770 Logistical Services

6780 Management Information Systems

6790 Other General Institutional Support Services

This activity is used to record all expenditures incurred in conducting district business services
operations. Activity 6700, General Institutional Support Services, is the controlling account that
summarizes expenditures recorded in the following subsidiary activity categories:

6710 Community Relations

Expenditures in developing and maintaining relationships with the general community,
alumni, or other constituents, and conducting community fund raising activities.

6720 Fiscal Operations
Expenditures for budget control, audits, accounting, and fiscal management of contracts,
grants, and investments.

6730 Human Resources Management

Expenditures for personnel management and maintenance of employee records.

6740 Noninstructional Staff-Retirees’ Benefits and Retirement Incentives

Expenditures for a district’s share of retirees’ health and other benefit costs and
retirement incentive pay for noninstructional staff. Costs of benefits for retired
‘nstructional staff are to be charged to Activity 5900, Instructional Staff-Retirees’
Benefits and Retirement Incentives.

Included are the prorated portions of the district’s share of retirees’ health and other
benefit costs and retirement incentive pay for qualified staff who were not assigned full-
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time to noninstructional assignments. (See explanation of pro rated costs under Activity
5900, Instructional Staff-Retirees’ Benefits and Retirement Incentives.)

6750 Staff Development

Expenditures for staff development, including amounts expended in accordance with the

 provisions of Education Code Section 87150 et seq. (Assembly Bill 1725/88).
Sufficiently detailed records must be maintained to assure compliance with specific
funding requirements of statutes and applicable regulations. Salary cost of attendance in
staff development activities should be charged to the attendees regular salary activity.
Costs such as transportation, tuition, etc. should be charged to Activity 6750.

6760 Staff Diversity

Amounts chargeable to enhancement of staff diversity, in accordance with the provisions
of Education Code Section 87107 et seq. (Assembly Bill 1725/88), and applicable
regulations.

6770 Logistical Services

Expenditures for campus security, fire protection, purchasing, warehouse and stores,
environmental safety, insurance, central equipment and property management, garage and
motor pool for staff transportation, and communication services such as reproduction,
printing, noninstructional telecommunication services and mail services. As a district
option, costs of services readily identified to one or more activities may be allocated
accordingly. Monthly telephone usage and service charges are charged to Activity 6570,
Utilities.

6780 Management Information Systems

Expenditures for noninstructional data processing and data management services. If a
district prorates its information systems, the instructional portion could be allocated to the
appropriate instructional activities or recorded within Activity 6150, Academic
Information Systems and Technology.

6790 Other General Institutional Support Services

Expenditures for general institutional support services not listed above.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6800 Community Services and Economic Development

6810 Community Recreation

6820 Community Service Classes

6830 Community Use of Facilities

6840 Economic Development

6890 Other Community Services and Economic Development

This activity is used to record expenditures associated with providing general public services to
the community-at-large or to business and special groups within the community. Applicable
costs for community services include expenditures for conferences, lecture series, institutes,
classes, and recreational activities, as well as the costs of providing facilities for the nonpartisan
benefit of the community-at-large. Applicable costs for Economic Development include
expenditures for education and services provided to the business community to advance
California’s economic growth and global competitiveness.

Activity 6800, Community Services and Economic Development, is the controlling account that
summarizes expenditures recorded in the following subsidiary activity categories:

6810 Community Recreation

Expenditures to organize, promote and conduct community recreation programs
sponsored by the district. Governing boards shall not expend State general fund
moneys for this purpose.

6820 Community Service Classes

Expenditures as authorized by Education Code Section 78300 et seq., and implementing
regulations in California Code of Regulations Section 55160 to provide instruction that
contributes to the physical, mental, moral, economic, or civic development of individuals
or groups enrolled therein, including the costs of contracted community service classes in
music, drama, art, handicraft, science, literature, nature study, and athletics.

This excludes costs of courses approved by the Chancellor’s Office either individually or
as part of a credit or noncredit program, which are recorded within the applicable
Instructional Activities 0100-4900. Governing boards shall not expend State general
fund moneys to establish and maintain community service classes.
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6830 Community Use of Facilities

Expenditures as authorized by Education Code Section 82537 et seq., to provide college
buildings or grounds for public, literary, scientific, recreational, educational, or public
agency meetings, or for the discussion of matters of general or public interest, subject to
the limitations set forth in those sections.

6840 Economic Development

Expenditures pursuant to Education Code Section 66010.4(a)(3) and Government Code

Section 15379.20 et seq., for services provided to the business community to advance

California’s economic growth and global competitiveness through education and services

focusing on continuous workforce improvement, technology deployment, and business

development. Expenditures for services to students should be recorded in the appropriate
. instructional or student services activity.

6890 Other Community Services and Economic Development

Expenditures for community services and economic development not identified above.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
6900 Ancillary Services

6910
6920
6930
6940
6950
6960
6970
6990

Bookstores

Child Development Centers

Farm Operations

Food Services

Parking

Student and Co-curricular Activities
Student Housing

Other Ancillary Services

This activity is used to record all expenditures for the operation of ancillary services (generally
defined as self-sufficient entities providing services to students, faculty, and staff).

For most of the expenditures attributable to these activities, the appropriate Special Revenue
Fund or Enterprise Fund, such as the Bookstore Fund, should be charged, rather than the General
Fund. Examples of General Fund charges would be parking, co-curricular activities, and the
incidental cost of administration or general support for these ancillary services activities.

Activity 6900, Ancillary Services is the controlling account that summarizes expenditures
recorded in the following subsidiary activity categories:

6910 Bookstores

Expenditures for the operation of district bookstores.

6920 = Child Development Centers

Expenditures for day care centers; for learning laboratories for students enrolled in child
development or child care programs; or for services to develop children’s physical,
mental, and educational skills.

6930 Farm Operations

Expenditures for farm operations.

6940 Food Services

Expenditures as authorized by California Code of Regulations Section 59013 for food
vending machines and cafeteria operations. :
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6950 Parking

Expenditures as authorized by Education Code Section 76360 for parking services and
facilities which include the administration of and direct services related to the purchase,
construction, and operation and maintenance of parking facilities.

6960 Student and Co-curricular Activities

Expenditures for student and co-curricular activities that the district has elected to
provide above and beyond the regular instructional program. Co-curricular activities are
activities and events that are an extension of classroom instruction or related community
college programs. ‘

(Examples include the costs of such items as student newspapers, intramural athletics,
intercollegiate athletics, and clubs.)

6970 Student Housing

Expenditures for the operation of dormitories and other housing facilities.

6990 Other Ancillary Services

Expenditures for all other ancillary services, including such items as student
transportation services.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
7000 Auxiliary Operations

7010 Contract Education
7090 - Other Auxiliary Operations

This Activity is used to record expenditures within certain operations auxiliary to the regular
instructional program, such as the operation of commercial rental property for income, that
portion of radio or television station operations beyond that necessary for instruction and
instructional services, or certain contract education classes.

This activity is not to be confused with auxiliary organizations formed under Education Code
Section 72670 et seq.

Activity 7000, Auxiliary Operations, is the controlling account that summarizes expenditures
recorded in the following subsidiary activity categories:

7010 Contract Education
Expenditures to conduct contracted classes that do not generate FTES (CCR §58050).

Contract Education classes are distinguished from Community Service classes (Activity
6820) by their intent to exclusively serve selected clientele.

Contract Education classes that generate FTES are to be reported within the applicable
Instructional Activities 0100-4900.
7090 Other Auxiliary Operations

Expenditures for all other Auxiliary Operations.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
7100 Physical Property and Related Acquisitions

This classification is used to record expendimres for capital outlay required in developing
campus facilities. The following are examples of expenditures that should be charged to this
activity:

« purchase of land and buildings

« initial equipping of buildings

« purchase of equipment permanently affixed to buildings

 construction of buildings

+ modifications that improve the functionality or extend the useful life of land or buildings

« nonroutine repair and maintenance of buildings and other structures (e.g., scheduled
maintenance and special repair items defined under Education Code Section 84660)

+ upgrades of telecommunications and information technology infrastructure

The portion of the salaries and benefits of district personnel (e.g., Facilities and Information
Technology managers, facilities planners, and support staff) related to the above expenditures are
also charged to this activity.

If a district uses a day labor or force account, within the limits of the law, Public Contract Code
Section 20650 et seq., for the above activities, the expenditures should be a direct charge to this
activity.

Expenditures related to parking facilities are recorded within Activity 6950, Parking
Expenditures for equipment purchased for a specific instructional or administrative and
instructional support activity are recorded within that particular activity, except for initial
equipping of buildings. Expenditures included within Activity 6500, Operation and Maintenance
of Plant, would also not be recorded here.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
7200 Long-Term Debt and Other Financing

This activity is used to record expenditures for principal, interest, and other costs (e.g., service
charges) associated with long-term debt and interest and other costs associated with short-term

debt.
7210 Long-Term Debt
Expenditures for payments of principal, interest, and other related service fees for bonds
or other indebtedness [Object 7100, Debt Retirement (Long Term Debt)l. This activity is

also used to record the amount deducted from General Apportionment by the State
Controller for repayment of emergency apportionment (CCR §58316).

7220 Tax Revenue Anticipation Notes (TRANS)

Expenditures for interest and related service fees for TRANs [Object 5000, Interest
(Current Loans)].

7290 Other Financing

Expenditures for other financing.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
7300 Transfers, Student Aid, and Other Outgo

7310 Transfers
7320 Student Aid
7390 Other Outgo

This activity is used to record transfers, student aid, and other outgo. Activity 7300, Transfers
and Student Aid, is the controlling account that summarizes expenditures recorded in the
following subsidiary activity categories:

7310 Transfers

Amounts transferred from one fund to another (interfund transfers) and amounts
transferred to/from the General Fund Unrestricted Subfund and the General Fund
Restricted Subfund (intrafund transfer), as well as amounts transferred to the district from
a lapsed or reorganized community college district.

Transfers made as a temporary loan or otherwise intended to be reimbursed shall not be
recorded here but shall be accounted for in the balance sheet accounts as “Due To” or
“Due From.” :

7320 Student Aid

Expenditures for direct financial aid payments to or for students, as well as maintenance
allowance paid under California Code of Regulations Section 54200. Financial aid
payments include direct financial aid (scholarships, grants, and loans) and payments to or
for students for enrollment fees, books, supplies, and child care services, etc.

Work-study payments are reported as salaries within the activity receiving the benefit of
the students’ services.

7390 Other Outgo

Expenditures for other uses of funds such -as bankruptcy losses, investment losses and
other outgo.
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ADMINISTRATIVE AND SUPPORT ACTIVITIES
7900 Appropriation for Contingencies (for budgetary purposes only)

This activity is an appropriation classification only; no expenditures shall be recorded within this
activity.

This activity is used to record that portion of the current fiscal year’s appropriation not
designated for any specific purpose and held available for transfer to specific appropriations as
needed during the fiscal year .

This activity is not to be confused with the General Reserve, which is a balance sheet account
used to record the reserve budgeted to provide operating cash in the succeeding fiscal year until
local property taxes and State funds become available.

Transfers to/from contingencies must be approved by a two-thirds vote of the board of trustees
(CCR §58307).
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CLASSIFICATION OF EXPENDITURES BY OBJECT

District expenditures are classified both by activity and by object: Classification of expenditures
by activity is explained in the preceding section of this chapter. In this manual, the word
“salaries” has the same meaning as the term “salaries and wages.” ' '

Expenditure classification by object is the accounting segregation of expenditures into seven
major categories:

Academic Salaries

Classified Salaries and Other Nonacademic Salaries
Employee Benefits '
Supplies and Materials

Other Operating Expenses and Services

Capital Outlay

Other Outgo

Novu b wn =

Costs may be incurred for expenditures that include more than one object. Such costs are
prorated on an equitable basis to the objects or services received. For example, if a faculty
employee provides classroom instruction half time and acts as a student counselor half time, that
individual’s salary must be prorated one-half to Object 1100, Instructional Salaries, Contract or
Regular Status, and one-half to Object 1200, Noninstructional Salaries, Contract or Regular
Status.

The classification by object presented here provides major and subsidiary reporting categories to
be used in recording expenditures. Account numbers have not been prescribed for some
subordinate reporting classes in order that districts have discretionary control over the
assignment of account numbers. Districts may create subsidiary object categories as needed.
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1000 Academic Salaries

1100 Instructional Salaries, Contract or Regular Status
1200 Noninstructional Salaries, Contract or Regular Status
1300 Instructional Salaries, Other '

1400 Noninstructional Salaries, Other

This object is used to record all expenditures for salaries of employees in academic positions that
require minimum qualifications established by the Board of Governors pursuant to Education
Code Section 87356. (See CCR §53400 and EC §§87001, 87002, and 87003 for definitions.) If
an individual is occupying two positions, only one of which requires minimum qualifications,
then only that portion of the individual’s salary related to the position requiring minimum
qualifications shall be reported within Object 1000, Academic Salaries.

The employment status of Academic Employees is determined pursuant to Education Code
Section 87477.

Object 1000, Academic Salaries, is the controlling account that summarizes expenditures
recorded in the following subsidiary object categories:

1100 Instructional Salaries, Contract or Regular Status

Expenditures for the full or prorated portions of salaries of all employees in contract or
regular faculty positions. Contract employee means an employee of a district who is
employed on the basis of a confract in accordance with Education Code Sections 87601,
87605, 87608, or 87608.5. Regular employee means an employee of a district who is
employed in accordance with Education Code Sections 87601, 87608, 87608.5, or 87609.

This object also includes the following expenditures:

. Prorated salaries of contract or regular instructors working a reduced load or
whose assignment includes both instructional and noninstructional duties.

. Pro-rated salaries of administrators having a teaching assignment as part of their
regular work assignment

. Salaries of instructors on sabbatical leave

. Extra duty days or assignments paid as a part of an instructor’s regular salary
Salaries of i