Under Review

Working Capital Reserve & Equipment Depreciation for UCOP Recharge Activities and Salvage Income

The rate for each recharge operation includes amounts for a working capital reserve (usually 1/12 of the annual budget) and equipment depreciation (for the current fiscal year only). Equipment depreciation is booked centrally for the entire Location and not at the Department or recharge unit. 

Each recharge activity will have 1) a unique recharge fund (66xxx or 69xxx) for operations and 2) reserve fund (75xxx).  The reserve fund is to be used to record the working capital reserve, equipment depreciation, and sales from capitalized equipment assets.  

Each year Budget Administration implements the approved recharge budgets. Sub 08 of the recharge fund is used to budget both the working capital reserve and the equipment depreciation. No expenses will ever be recorded in Sub 08. The approved recharge rates factor in an amount sufficient to build a working capital and to provide funds for future equipment purchases (from depreciation). At the end of the year, the recharge operation should have a positive financial balance, as a result of working capital reserve & equipment depreciation expense, that will be transferred to the reserve fund. 

In the new fiscal year, Budget Administration transfers the June Final financial balance (positive or negative) in the recharge fund to the reserve fund through unexpended balance. Therefore, it is critical that the recharge unit ensure that all accruals, etc are reflected on June Final. Over fiscal years, a cumulative balance (of surpluses or deficits) will be recorded in the reserve fund. In theory, over years, if recharge rates are accurate and estimated volume is realized, etc. the cumulative balance should be sufficient to cover future equipment purchases and one month of working capital reserve only. 

The manager of the recharge operation should notify Budget Administration (Susan Ohye) as to the balance that pertains to the working capital reserve versus equipment depreciation by the 5th working day in August.  

Budget Administration initiates the budgeting of the reserve fund into a single expenditure account designated by the department. Equipment depreciation is budgeted in Sub 04 in the reserve fund for future purchases of equipment. The working capital reserve is budgeted in Sub 08. Only equipment purchases are to be expensed directly out of the reserve fund.  

For STIP calculating purpose, the reserve fund and the recharge fund balances are combined and any STIP earned is applied to the reserve fund which is also budgeted by Budget Administration annually.

Fund M-68310 has been designated for use as UCOP’s Excess and Salvage fund. All revenue from the sales of capitalized equipment assets  ($5,000 (the amount changed from $1,500 effective 7/1/04) or more per unit and which had a useful life of more than one year) should be recorded as revenue in M-268310-68310. It is up to the selling department to ensure that the Equipment Modification Inventory Request (EMIR) has been processed to remove the items from inventory and notify Budget Administration of the deposit. At year-end Budget Administration will return these funds via a journal to the department’s Reserve Unexpended Balance.  The department can use these dollars along with the funds from equipment depreciation for future purchases directly from the reserve fund.  

All other salvage revenue should be recorded in M-268311-68310. These funds will be used centrally by Materiel Management to offset expenses related to the salvaging. 

The process outlined above is a significant change since the initial establishment of some recharge and reserve funds. Please review your accounting setups and ensure that all has been implemented according to this document. If you have any questions, please contact Susan Ohye 987-9056 or Kathleen Wesner 987-9248. 
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