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ACCOUNT CLASSI FI CATI ON

"All things have their place, knew
we how to place them™

--CGeorge Herbert

Part |--General d assification of Accounts

The University records transactions on its books in
accordance with the general principles of accounting for
educational institutions set forth in "College and
University Business Adm nistration.” These principles,
established by a special coommttee of the Anerican Counsel
on Education, are followed by nost universities in the
country. The University's accounts are classified by the
four methods descri bed bel ow

LOCATI ON CLASSI FI CATI ON

Because of the nulticanpus structure of the University,
accounts are classified by canpus |ocation. At each

| ocation there is a further division into two types of
accounts: those recording canpus activities, and those
recording activities under the Ofice of the President. The
Ceneral Ledger of each canpus is produced and nai ntai ned at
t he canpus concer ned.

FUND CLASSI FI CATI ON

Accounts are classified into the follow ng nmajor fund
groups:

Current Funds G oup

Endowrent and Sim |l ar Funds G oup

Pl ant Funds G oup

Loan Funds G oup

University of California Retirement System Funds G oup

Most of these groups are further divided into subgroups,
which will be explained in Part 2 of this chapter.

A fund is defined by "Coll ege and Uni versity Busi ness

Adm ni stration” as "...an accounting entity involving
assets, liabilities, revenues and expenditures, receipts and
di sbursenents, and a balance. A fund is established to
carry on specific activities or attain certain objectives in
the operation of an institution, either at the discretion of
t he governing board or in accordance with regul ati ons,
restrictions, or limtations inposed by sources outside the
institution.”™ Thus, the characteristic that distinguishes
one fund fromanother is what it can be used for and not its
source of incone.
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SPECI FI C ACCOUNT CLASSI FI CATI ON

The accounts are classified into specific accounts
representing bal ance sheet itens (assets, liabilities, fund
bal ances), revenues, and expenditures.

Bal ance sheet accounts exist in all fund groups. True
expendi ture accounts exist only in the Current Funds G oup.
In the Plant Funds G oup, there is also a series of
expenditure accounts, which is used to accunul ate costs of
construction in progress. Revenue accounts are used only in
the Current Funds G oup. Revenue of the other fund groups
is credited directly to the fund bal ances accounts.

To the extent possible, assets and liabilities should be
recorded by individual fund. Oherw se, assets and
liabilities must be pooled within each major fund group and
t he books will bal ance only by group and not by individual
fund. However, revenue, expenditure, and fund bal ances
accounts are always identified by individual fund in the
CGeneral Ledger.

SUB- BUDGET CLASSI FI CATI ON

The expendi ture accounts of Current Funds and Pl ant Funds
are broken down on the | edger by "sub-budget" (or
"subaccount"), which represents the general object of the
expenditures wthin a specific account. The sub-budget
classification permts closer budgetary control and
facilitates the preparation of budgetary and financial
reports.

A SUB- BUDGET CLASSI FI CATI ON OF CURRENT FUNDS

Academ c Sal aries: Academ c sal aries consist of the
sal aries of those academ c personnel not subject to
positive time reporting. Wthin each expenditure
account, both the dollar amounts of the salaries and
t he nunber of full-tinme equivalent (FTE) faculty and
teachi ng assistants are budgeted and controll ed.

Nonacadem c Sal ari es: Nonacadem c sal ari es consi st of
the salaries of nonacadem c personnel not subject to
positive time reporting. The nunber of FTE enpl oyees
is not budgeted and controll ed.

CGeneral Assistance: Salaries classified under General
Assi stance are the salaries of all academ ¢ and
nonacadem ¢ personnel who are subject to positive tine
reporting. The nunber of FTE enpl oyees is not budgeted
and controll ed.

12/ 30/ 93
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V. SUB- BUDGET CLASSI FI CATI ON (Cont.)
A SUB- BUDGET CLASSI FI CATI ON OF CURRENT FUNDS ( Cont.)

Suppl i es and Expense: The supplies and expense
classification consists of the general operating
expenditures of an account, with the exception of
expenditures for sal aries, equipnent, and speci al
itens.

Equi prent and Facilities: The equipnent and facilities
classification consists of expenditures for inventorial
equi pnent and for mnor alterations or renodeling of
space occupi ed.

Staff Benefits: Staff benefits consist of enpl oyee
benefits directly related to salary conpensati on.

Special Itens: Special itens are the expenses of a
special programor activity, such as a departnental
publications program This subaccount is used to
separate such expenses from other expenditures in the
sane account.

Unal | ocated: The classification unallocated is used
for budgetary entries only. Tenporary appropriations
may be made to this sub-budget when final determ nation
has not been made as to where certain restricted funds
are to be used.

Recharges: Recharges consist of expenses charged to
ot her departnents--usually by service departnents
maki ng recharges on a regul ar basis. The recharge
subaccount receives financial credits; corresponding
debits are posted to other subaccounts within the
speci fi c account bei ng charged.

B. SUB- BUDGET CLASSI FI CATI ON OF PLANT FUNDS
Definitions of the classifications used with Pl ant

Funds are presented in chapter P-415-8, Pl ant
Accounting: Unexpended Pl ant Funds.

12/ 1/ 86 TL 47
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Part 2--Major Fund G oups

A know edge of the University's five major fund groups is basic
to an understandi ng of the whol e accounting system The
remai nder of this chapter is devoted to these fund groups.

V. CURRENT FUNDS GROUP

These are the funds used for the current operation of the
University. The group is divided into Unrestricted Funds
and Restricted Funds, which are further divided into the
subgroups listed in paragraphs A and B, bel ow

A CURRENT UNRESTRI CTED FUNDS

Current Unrestricted Funds can be used for any
institutional purpose designated by The Regents.
Foll ow ng are the funds under this subgroup

1

TL 59

Gener al Funds

Most CGeneral Funds are provided by the State and
are spent within the overall constraints of the
approved State budget. Additional sources of
Ceneral Funds are student fees, such as adm ssions
fees and nonresident tuition, and ot her

m scel | aneous revenues.

St udent Fees

Student fees represent funds which are used to
provi de services (student health services,
counseling, etc.) to regularly enrolled students,
or, in the case of University Extension and Summer
Sessions, to support the entire instructional
program

Sal es and Services of Educational Activities

These funds are used to operate organized
activities, i.e., income-producing activities
operated by departnents in connection with the
training of students. Exanples of such activities
are the operations of nedical and dental school
clinics.

These funds are al so used for the activities of
educati onal departnents.

Sal es and Services of Educational Activities funds
are derived fromeither academ c support unit
recharges, or sales of products or services to
mul ti pl e individuals or organi zations outside the
University. Wen sales are made to non-University

**Addition 12/30/93
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V.  CURRENT FUNDS GROUP (Cont.)
A.  CURRENT UNRESTRI CTED FUNDS (Cont.)

** custoners, the University nust not assune any
obl i gati on beyond delivery of a standardized
product or service at pre-established, per unit,
uni form prices (such as rates approved by the
canpus recharge commttee, fee schedul es approved
for use by hospitals and clinics, etc.).

** Cenerally, sales to a non-University custoner
shoul d be considered a grant or contract, unless
the sale is based on established unit prices, and
I i ke services or products are sold to other non-
Uni versity custonmers or University departnents
based on the sanme unit prices (allowng for the
indirect cost differential charged to non-

Uni versity custoners).

4. Sal es and Services of Auxiliary Enterprises

These funds are used in the operation of auxiliary
enterprises, and are explained nore fully belowin
the section on classification of expenditures.

I ncone is derived fromcharges to users.

5. Sal es and Services of Teaching Hospitals

These funds are used to operate teaching hospitals
related to the nmedi cal schools.

6. O her Sources

O her Sources include inconme sources which do not
fall naturally into any of the other
classifications. Exanples of O her Sources are
royalties on patents, sonme sales of surplus

equi pnent, dental work perforned at student health
centers, and sales of University Press
publications. The funds are used for purposes
related to the incone source.

7. Reserves

Reserves represent fund bal ances set aside for
future use. They are appropriated to expenditure
accounts or transferred to other funds as they are
needed. One exanple is the self-insurance reserve
which is derived frominsurance charges to
departnents. O her exanples are the numerous
reserves for mai ntenance and repl acenent of

equi pnrent derived fromthe earnings of auxiliary
and service enterprises, organized activities, and
ot her incone-producing activities.

**Addition 12/30/93 TL 59
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B. CURRENT RESTRI CTED FUNDS

Current Restricted Funds are subject to special
restrictions established by various outside sources in
accordance with the purpose established by the source
of the given fund. Following are the funds under this
subgr oup

1
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State of California

State of California funds are funds appropriated
by the Legislature for special research projects
or received under contracts with State agenci es.
State funds for general operating purposes are
classified under Current Unrestricted Funds.

United States of Anerica

United States of Anerica funds are funds to be
used in Federal projects and progranms. A nmgjor
portion of these funds is used for research under
contracts and grants. Also, a large amount is
used for Federal student aid prograns.

Local Governnents

Local Governnents funds are funds to be used under
contract with local governnents or tax districts
(cities, counties, school districts, etc.).

Endownrent | ncone

In a private university, Endowrent |nconme normally
provi des a substantial portion of general
operating expenses. However, for the University
of California, a public institution, the State
provi des the basic operating support. Use of
Endowrent Incone is restricted to the enrichnent
of educational and research prograns beyond the
level that the State is able to provide. NOTE
Sonme of these funds are classified as Unrestricted
Funds, according to donor designation.

Private Gfts, Grants, and Contracts

Thi s subgroup, |ike Endowrent Incone, is also used
for the enrichment of University prograns.

However, incone consists of current gifts, grants,
and contracts, rather than return on the

i nvestnment of principal. NOTE: Sonme gift funds
are classified as Unrestricted Funds, according to
donor desi gnati on.

12/ 30/ 93
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(Cont.)

Private Gfts, Grants, and Contracts

sed
for the enrichnent of University prograns.

and contracts, rather than return on the
i nvestnment of principal. Sonme gift funds
are classified as Unrestricted Funds, according to

G fts are funds donated irrevocably for

i ndi vidual s or organizations. Gft do not involve
contractual consideration--such as tangible

specified services--provided to the donors by the
University. [For a discussion of the distinction

Presi dential QGuidelines on Review of Gfts/Gants
for Research, July 8, 1980.]

Grants and Contracts are witten agreenents with
external sponsors (generally not individuals) in

training, public service, or nonstandardized
testing/other services. An agreenent which
contains one or nore of the foll ow ng provisions
is generally a contract or grant: (1) a research
protocol or other statenent of work, (2) a

desi gnat ed period of performance, (3) a budget,
(4) an obligation to account for costs incurred
and to return unspent funds, and (5) disposition
of intellectual property rights. The follow ng
are exanples of grants and contracts whi ch shoul d
not be classified as sales and services:
agreenents to test a conpany's drug or device;
agricultural marketing board orders; sales of
survey services (data collection and/or analysis);
and service to industry agreenents.

CURRENT FUNDS- - UNEXPENDED BALANCES CLASSI FI CATI ON

The follow ng classifications are used for the
unexpended bal ance accounts of Current Funds:

1)
2)

3)
4)

Reserves

Principal Appropriated (funds functioning as
endownent )

G fts and Private Grants

Endowrent | ncone

TL 59
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5) Speci fi ¢ Purpose Funds:

St udent Fees

State of California

United States of Anerica

Local Governnents

Sal es and Services of Educational Activities

Sal es and Services of Teaching Hospitals

O her Sources

Sal es and Services of Auxiliary Enterprises
6) Ceneral Funds

D. BALANCE SHEET ACCOUNTS OF THE CURRENT FUNDS GROUP

The bal ance sheet accounts of the Current Funds G oup
are simlar to those found in any fund accounting
system To the extent possible, balance sheet accounts
shoul d be identified on the |l edger wwth a specific
fund; otherwi se, the assets and liabilities of various
funds are pooled within the group. The nmmjor exception
tothis is the series of fund bal ances accounts. For a
detailed listing of the various types of bal ance sheet
accounts, refer to chapter A-115-2, Accounting Codes:
CGeneral Ledger.

E. REVENUE ACCOUNTS OF THE CURRENT FUNDS GROUP

The revenue accounts of Current Funds are divided into
groups which correspond to the fund subgroups descri bed
in sections A and B, above. Wthin several revenue
account groups, the specific accounts may be associ at ed
with an unrestricted fund, such as the General Fund, an
unrestricted-other fund, or a restricted fund; in other
groups, the accounts correspond only to restricted
funds. Revenue accounts are not used with two of the
fund subgroups, in which case incone is recorded in
unexpended bal ances accounts. The table on the
foll ow ng page shows these various rel ationships.

TL 47 12/ 1/ 86
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Rel ati onshi p of Revenue Account G oups to
Fund Subgroups--Current Funds
Rel at ed Fund Subgroup
Revenue

Account G oup*

None* *

Student Tuition
& Fees

State of California

Uni ted States
of Anmerica

Local Governnents

Endownent | ncone**
Private G fts,

G ants, &
Contracts**

Sal es & Services
of Educati onal
Activities

Sal es & Services
of Teachi ng
Hospital s

O her Sources
Sal es & Services

of Auxiliary
Enterprises

Unrestricted

Prin. Appropriated
(of Endownents &
Simlar Funds)

General Funds &
St udent Fees

Gener al Funds

Endownrent | ncone

Private Gfts &
G ants

Gener al

Restricted
Prin. Appropriated**

(of Endownents &
Simlar Funds)

State of California

Uni ted States of
Ameri ca

Local Governnents
Endownrent | ncone

Private G fts,
& Contracts

G ant s,

Funds & Sal es - - -

& Servi ces- - Educati onal

Activities

General Funds &
Sal es & Services- -
Teachi ng Hospitals

General Funds &
O her Sources

Sal es & Servi ces
--Auxiliary
Enterprises

None Reserves (derived from ---
charges to other funds

--Nno revenue accounts)

A nore detail ed breakdown of revenue accounts is shown in
chapter A-115-2, Accounting Codes: General Ledger.

* Principal Appropriated is the classification used in the
Ceneral Ledger; however, these funds are reported as Endownent
I nconme in the annual financial report.

**Classification is dependent upon specific restriction by donor.

12/ 1/ 86 TL 47


http://www.ucop.edu/ucophome/policies/acctman/a-115-2.pdf

ACCOUNT CLASSI FI CATI ON
A-115-1

ACCOUNTI NG MANUAL Page 11

TL 47

EXPENDI TURE ACCOUNTS OF THE CURRENT FUNDS GROUP

Expendi ture accounts are classified according to
program which corresponds to the purpose for which
costs are incurred. Wthin each program the accounts
are further broken down by academ c departnent or other
organi zational unit, as foll ows:

Pr ogr ans Functi ons
Educati onal Prograns | nstruction
Resear ch
Publ i c Services
Ceneral Support Prograns Academ ¢ Support
Mai nt enance and Operation
of Pl ant

St udent Services
I nstitutional Support
St udent Ai d

Q her Prograns Teachi ng Hospitals
Auxi liary Enterprises

Prograns for budgetary Nonr eport abl e Expense
control and ot her purposes and Budget ary Bal ances
(no expenditures reported
in financial statenents)

Detail ed descriptions of these functions foll ow

1. | nstruction

Al'l current expenditures of instructional
departnents, including expenditures for research
done as a part of regular instructional prograns
are included under this function. Expenditures
for Sumrer Sessions and University Extension
prograns are al so under this function. These
expenditures may be for salaries, staff benefits,
of fi ce expenses and equi pnent, | aboratory expenses
and equi pment, or other departnmental expenses.
Museuns may be included if they are intended
primarily for instruction.

2. Resear ch

This function records the expenditures of al
separately organi zed research units, including
research institutes, centers, bureaus,

| aboratories, and stations. Miseuns are included
when their collections are primarily enployed by
t hose engaged in research.

12/ 1/ 86
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V.  CURRENT FUNDS GROUP (Cont.)
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EXPENDI TURE ACCOUNTS OF THE CURRENT FUNDS GROUP (Cont.)

Research al so includes expenditures for specially
budget ed research such as investigations perforned
under contracts and grants, even in cases in which
the research is adm nistered by an instructional
departnent. Expenditures for the operation of the
maj or research facilities under special contract
with the Departnent of Energy are not recorded as
Research, but as a special line itemin the

Fi nanci al Report.

Public Service

This category is used for expenditures for
activities intended to serve the general public.
Exanpl es of Public Service activities include
hol di ng canpus cultural events, operating nuseuns
intended primarily for the public, and providing
Cooper ati ve Extension.

Academ ¢ Support

This function records the gross expenditures of

all activities which are organized and operated in
connection wth educational departnents and which
are conducted primarily as necessary conponents of
prof essional training prograns. These activities
i ncl ude running optonetry and dental clinics, honme
econom cs cafeterias and nurseries, denonstration
schools, and inter-collegiate athletics prograns
(when such prograns are operated as part of the
physi cal education departnent). | ncone-producing
activities not related to instructional prograns
are classified under other functions, as
appropriate. The Academ c Support function al so
includes the total expenditures of all central and
branch libraries adm nistered by the canpus
general libraries. Such expenditures include

sal ari es and wages, other operating expenses,
books, and binding costs. Expenditures of
l'ibraries adm nistered by instructional
departnents or organi zed research units are
charged to the appropriate departnental budgets.

Mai nt enance and Operation of Pl ant

Thi s heading includes all expenditures for

sal ari es and wages, supplies and expense, and
equi pnent required to nmaintain and operate the
physi cal plant used by the University, including
janitorial service, grounds nai ntenance,
utilities, and major repairs. Many expenditures

TL 47
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are recharged and reported under other functions,
such as expenditures for services performed for

auxiliary enterprises and for special repairs and
mai nt enance work ordered by specific departnents.

St udent Servi ces

This function includes expenditures for services
to the student body as a whole. Exanples are
expendi tures for student health services,
counsel i ng prograns, placenent centers, and
graduation cerenoni es, and expenditures of the
offices of the registrar, dean of students, and
director of adm ssions.

I nstitutional Support

This function includes expenditures of the general
admnistrative offices serving the University as a
whol e, including all costs of the offices of The
Regents, President, vice-presidents, chancellors,
busi ness officers, accounting officers, personnel
managers, etc.

This category al so includes various current
expenditures of the University as a whole that are
of a general character and not related to any
specific division, exclusive of the |ibraries and
pl ant operati ons.

Exanpl es of departnents whose expenditures are
included in this function are the alumi office,
public information office, and University Press.
The expenses of service departnments are also in
this function; these expenses are partly or fully
recharged to accounts in other functions.
Exanpl es of service departnents are the centra
garage, storehouse, publications office, mail and
messenger service, and tel ephone and tel egraph
servi ce.

St udent A d

Under this function are all expenditures for

schol arshi ps, fellowships, and prizes. Salaries
paid to students under special aid prograns
requiring service fromthe student, such as the
Wor k- St udy Program are reported not under Student
Aid but under the function where services were
performed. Schol arship paynents of tuition and
fees are recorded as Student Aid expenditures and
Student Tuition and Fees incone.

12/ 1/ 86
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EXPENDI TURE ACCOUNTS OF THE CURRENT FUNDS GROUP (Cont.)

9.

10.

11.

Teachi ng Hospitals

Expendi tures for Teaching Hospitals are recorded
under this classification.

Auxi liary Enterprises

This function, intended to be self-supporting,
records the gross expenditures of enterprises

whi ch are operated primarily for service to
students and staff, such as residences and di ni ng
hal I s; student unions, when not operated

i ndependently by the students; and intercollegiate
athletics, when not operated as a part of the
physi cal education program

Nonr eport abl e Expendi tures and Budgetary Bal ances

There are two uses of this function: One is the
tenporary recordi ng of certain nonreportable
charges when it is convenient to use an
expenditure account; the other is the recording of
budget ary bal ances subject to allocation to

anot her function.

a. Nonr eport abl e Expenditures

The expenditures in this category are

nonr eport abl e because they are fund bal ance

adj ustments rat her than expenses or because

t hey are agency funds which do not belong to
the University, or because they are cleared

to other accounts by June 30.

(1) Fund bal ance adjustnments. Exanples of
t hese adjustnments are charges to
Federal, State and private contracts and
grants for indirect cost recovery, and
paynments to beneficiaries of annuity and
l[iving trust funds. Financial entries
remain in these accounts at June 30 but,
for reporting purposes, are converted to
adj ust mrents of unexpended bal ances.

(2) Receipts and expenditures of agency
funds. These are recorded in this
function during the year for
conveni ence, and at year-end the net
bal ance is closed to a Current Funds
l1ability account.

TL 47
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(3) dearing accounts. Sone expenditures
are charged to several mnor clearing
accounts in this function. Exanples
i ncl ude the bal ancing entry account and
t he intercanpus payroll clearing
account. These accounts are cleared
currently. A simlar clearing account
exi sts for budgetary entries which are
out of bal ance.

b. Budget ary Bal ances

(1) Unallocated funds. Appropriations of
unal | ocated funds not assigned to a
specific function or departnment are
credited to this function; when the
funds are allocated for use, the
appropriation is transferred to anot her
function and account for expenditure.
Exanpl es are provisions for salary
i ncreases, unall ocated endowrent i ncone,
and unal | ocated schol arshi p funds.

(2) Budgetary savings. The budgetary
savings target allocations are recorded
in this function. These are debt
entries offsetting anticipated budgetary
savings to be realized in other
functions, nostly from sal ari es.

ENDOAWENT AND SI M LAR FUNDS GROUP

This group is conposed of those funds that are nonexpendabl e
and are being retained intact to produce investnent incone.
The nonexpendability may be permanent, as in the case of
True Endowrent Funds, or tenporary, as in the case of Funds
Functi oni ng as Endowrent .

A

SUBGROUPS OF ENDOWVENT AND SI M LAR FUNDS

Endowrent and Sim |l ar Funds group is divided into the
fol |l ow ng subgroups, according to the source of the
principal or restrictions on use:

1

True Endownent Funds

True Endownent Funds are funds derived fromgifts
or bequests the terns of which stipulate that
principal nmust remain inviolate and that only the
i ncone may be expended. The use of incone from
endownent funds is either restricted by the donor
or determ ned by The Regents.

*Change 9/30/99
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VI. ENDOAWENT AND SIM LAR FUNDS GROUP (Cont.)
A SUBCROUPS OF ENDOWVENT AND SI M LAR FUNDS (Cont.)

2. Funds Functi oni ng as Endownrent

Funds in this subgroup are created by a gift or
bequest where a donor does not explicitly instruct
that it be used as either a current gift or an
endowrent. At its own discretion, the University
may create a fund functioning as endownrent. These
funds are invested as if they were a true
endownent; however, unlike a true endowrent, the
institution may authorize the expenditure of
princi pal .

The main source of funds functioning as endownent
is private gifts and bequests. O her exanples of
such funds include indirect cost recovery on
Federal and private agency contracts. These funds
are invested as endowrents; subsequent allocations
for current use are made from princi pal

3. Funds Held in Trust by Ohers

Funds held in trust by others are derived from
private gifts and bequests held in trust for

i nvestnment by outside trustees. The terns of the
trusts that established such funds vary; the
University may be designated as incone
beneficiary, principal beneficiary, or both.

These funds are recorded in the general |edger.
As inconme is disbursed to the University by the
trustee, it is accounted for and used in the sane
manner as i nconme from endowrent funds.

4. Deferred G fts

Living trust funds, annuity trusts, unitrusts,
pool ed inconme, and gift annuity funds are derived
fromgifts and bequests, the terns of which
stipulate that incone nust be paid to a designated
beneficiary for a specified period, which in nost
cases is the duration of the beneficiary's life.?

Y Living trust funds established prior to 1969 required paynent
only of incone earned by the assets of the fund, rather than
paynment of a set amobunt. The Tax Reform Act of 1969 limted the
types of charitable funds that could be accepted by institutions,
and sanctioned only the establishnment of annuity trusts,

uni trusts, and pool ed i ncone funds.

9/ 30/ 99 TL 82
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The University currently accepts the foll ow ng
types of deferred gifts:

a) Annuity trusts - A fixed dollar anount
paynment is established at the time a gift is
recei ved, based on the market value of the
asset s.

b) Unitrusts - A fixed rate of paynent (e.g.,
five percent of the net fair market val ue of
the trust assets) is established and a
val uation nust be nade at | east once a year.

C) Pool ed i nconme funds - A share of the funds
net inconme is established, based on the
nunber of units assigned when property is
transferred to the fund. The Regents
currently have two Pool ed | nconme Funds, the
Long Term I nconme Fund (LTIP) and the General
Endowrent Pool Bal anced G owt h Fund ( GEPBG) .

d) Gft Annuity Funds (GAF) - A guaranteed
l[ifetime annuity is established, at a rate
based on the beneficiary's life exgectancy,
inreturn for an irrevocable gift.

At the end of a specified paynent period, income
fromthese deferred gift funds reverts to the
University. The principal of such funds may then
be transferred to the True Endowrent, Funds

Functi oni ng as Endowrent, or Current Funds group,
depending on the terns stipulated by the donor and
on the anmount of principal avail able.

5. Agency Funds

Agency funds are funds invested by the University,
inits capacity as the custodian or fiscal agent,
for organizations that are not financially
accountable to the University, such as certain
canpus foundations and UCSF Stanford Health Care.
Such entities enter into a contractual arrangenent
wth the Treasurer's Ofice, which stipulates the
terms of wthdrawal.

2 California GAF's are regul ated by the California Departnent of
| nsurance. GAF' s require that an institution set aside prudent

reserves in a trust account equivalent to the amount required to
cover future obligations on each contract.
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VI. ENDOAWENT AND SIM LAR FUNDS GROUP (Cont.)

B. ACCOUNTS OF THE ENDOWVENT AND SI M LAR FUNDS GROUP

Al t hough the principal of sone funds may be
appropriated for expenditure, such funds automatically
beconme nenbers of another group when the appropriation
is made, so there is no need for expenditure accounts
in this group.

VI1. PLANT FUNDS GROUP

A SUBGROUPS COF PLANT FUNDS

Plant funds fall into four nmain subgroups, which are as
fol | ows:
1. Unexpended Pl ant Funds

These are funds to be expended for plant
construction or acquisition. Anbng the possible
sources are State funds, Federal funds, donations,
proceeds fromthe sale of bonds, other borrow ngs,
and transfers from ot her funds groups for
expenditure on plant and equi pnent.

2. Retirement of | ndebtedness

Thi s subgroup consists of funds set aside for the
retirement of bonds or the repaynent of other |ong
term borrow ngs nmade for plant acquisition.

3. | nvest nent in Pl ant

The University's investnent in plant and equi pnent
is recorded under this heading. The assets of
this group are valued at cost or appraised val ue
at the time of acquisition. No allowance for
depreciation is entered on the books. Assets

i nclude |l and and i nprovenents, buildings,

equi pnent, libraries and collections, and
construction in progress. Borrowed noney invested
in plant is recorded as a liability of this
subgroup, while borrowed funds not yet expended
are recorded under the Unexpended Pl ant Funds
subgr oup
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4. Reserves for Renewal s and Repl acenent

Thi s subgroup consists of funds that are set aside
for the renewal and replacenment of plant assets.
These funds are accounted for in the Current Funds
Group during the year and classified as a separate
Pl ant Fund G oups at year-end.

B. ACCOUNTS COF THE PLANT FUNDS GROUP

Bal ance sheet accounts contain the assets and
liabilities associated with plant and equi pnent. Refer
to chapter A-115-2, Accounting Codes: GCeneral Ledger,
for a conplete listing.

There are no revenue accounts in this fund group,

i ncome being credited directly to the fund bal ance. A
speci al group of expenditure accounts is used to record
construction in progress; this group provides the basis
for val uing conpleted projects on the bal ance sheet.
This fund group is also used for recordi ng purchases of
| and, buil dings and equi pnent. The purchase of

equi pnent associated with a new building is recorded in
the Pl ant Funds accounts. However, equi pnent purchased
for previously constructed and capitalized facilities
is recorded as an expenditure of Current Funds, the
total amount of such expenditures being added to Pl ant
Funds bal ances annual ly at June 30.

VI11.LOAN FUNDS GROUP

This group consists of |oan funds for students, for faculty
for housing, and for enmergency |loans to students, faculty
menbers and nonacadem ¢ enpl oyees.

This group contains funds from Federal and University
sources for student | oans. A large proportion of the noney
currently | oaned out by the University has been provided by
t he Federal governnment under various Federal student |oan
progranms. University |oan funds are provided fromi nternal
sources. G fts or bequests designated to be used for
student | oans are classified as |oan funds and not as
endownent funds.

Funds used for faculty housing are provided from bond
i ssues. Energency |oans are provided from University
sour ces.

The accounts of this group consist only of bal ance sheet

accounts. Assets consist of notes receivable and cash (or
tenporary investnents) not | oaned out.
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VI11.LOAN FUNDS GROUP (Cont.)

Funds witten off as uncollectible are treated as a
reduction to funds balances. |In the case of University |oan
funds, the wite-off may be charged, at the canpus' option,
to the Loan Fund Pool Reserve.

UNI VERSI TY OF CALI FORNI A RETI REMENT SYSTEM FUNDS GROUP

Contributions, incone frominvestnents, and benefit paynents
of the University's retirenment systemare recorded in this
funds group. This group consists of a defined benefit plan
(the Retirenment Plan), a defined benefit plan for University
enpl oyees who elected to take early retirenent under the
PERS Vol untary Early Retirenent |Incentive Program ( PERS-

VERI P), and two defined contribution plans (a 401(a) plan
and a 403(b) plan).

Contributions to these funds by the University, the

enpl oyees, and frominvestnent incone are recorded as
additions to fund bal ances, while adm nistrative expenses
and benefits paid are recorded as reductions. There are no
revenue or expenditure accounts. Adm nistrative expenses
are paid froman OQther Sources fund in the Current Funds
Group and recharged to the Retirenment System Funds G oup

REFERENCES
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A-115-2 Accounting Codes: General Ledger
P-415-8 Pl ant Accounting: Unexpended Pl ant Funds

President Jack W Peltason, Letter to the Chancellors
announcing a revised fornmula for distributing private
over head recovery, March 16, 1993.

Associ ate Vice President Lawence C. Hershman and University
Control |l er Joseph A Pastrone, Joint menorandumto
Accounting and Budget O ficers providing guidance on the
identification and accounting treatnment of private grants
and contracts, July 28, 1993.
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EXH BIT A REVIEWOF G FTS/ GRANTS FOR RESEARCH

Ofice of the President

July 8, 1980

CHANCELLORS
VI CE PRESI DENT KENDRI CK
* EXECUHVE-ASSI-STANT—W-L-SON

Subj ect : Review of G fts/Gants for Research

In a review of the University's gifts/private grants
for research, the State Auditor General concluded that in
many cases nonies awarded to the University which should
have been cl assified and processed as grants were classified
and processed as gifts.

To clarify this situation and to insure greater consis-
tency anong canpuses, the follow ng guidelines shall be
observed:

In general, classify funds as gifts when the foll ow ng
characteristics exist:

* donor does not inpose contractual requirenents;
* funds are awarded irrevocably.

In general, classify funds as grants when the foll ow ng
characteristics exist:

* provision for audits by or on behalf of the grantor;

* the grantor is entitled to receive sone
consi deration such as a detailed technical report of
research results or a report of expenditures;

* testing or evaluating of proprietary products is
i nvol ved;

* the research is directed to satisfying specific
grantor requirenments (e.g., ternms and conditions
stating a precise scope of work to be done rather
than a general area of research);

* a specified period of performance is prescribed or
termnation is at the discretion of the grantor;

*Del egated al so to the individual responsible for Interna
Adm ni strative Services, Systemm de Admi nistration.

TL 59 12/ 30/ 93



ACCOUNT CLASSI FI CATI ON
A-115-1
Page 22 ACCOUNTI NG MANUAL

EXHBIT A (Cont.)

Chancel l ors, Kendrick, WIson
July 8, 1980

* funds unexpended at end of period shall be returned
to the grantor;

* patent rights requested by grantor.

Since in many situations all of the above
characteristics will not be present, judgnment nust be
exercised in order to classify the gift/grant in accordance
with the intent of this policy. The decision as to whether a
particul ar award shoul d be considered a gift cannot be made
based upon the presence
or absence of a single characteristic or criterion. Rat her ,
one nust |look at the award in toto in order to nmake a judg-
ment as to its proper classification.

Regar dl ess of the designation of an award for research
as a gift or grant, it will be subject to the research revi ew
process as well as to the adm nistrative rules and procedures
whi ch apply to all University Funds. The processing of gifts
wi Il not include the application of indirect costs.
Processing of grants will include the application of indirect
costs in accordance with university policy.

The above guidelines are not intended to indicate
whet her processing of gifts/grants occurs in the Contract and
Grants Ofice or the Devel opnent Ofice. Report governnenta
grants to Systemm de Admi nistration for inclusion in the
contracts and grants EDP system and report all other
gifts/grants to Systemm de Adm nistration according to stated
G ft and Devel op- nent reporting needs. However, organization
of the processing/ acceptance/ adm nistration of gift/grant
funds is a local matter.

/sl D. S. Saxon

David S. Saxon
Pr esi dent

cc: Principal Oficers of The Regents
Laboratory Directors
Menmbers, President's Adm nistrative Counci

End.
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