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| NTRODUCTI ON

Thi s chapter establishes the guidelines for approving and
processi ng paynents for freight or shipping costs. Freight
paynents are nade by the University either to commerci al
transportation conpanies (carriers) or to the University's
suppliers (vendors). Freight paynents are nade to carriers
on the basis of the carrier's freight bill and to vendors
when a freight or shipping charge appears as a separate line
itemon a vendor's invoice.

DEFI NI TI ONS

Frei ght Cost/ Shi pping Cost: The cost to transport supplies,
materials, or equipnment via a comrercial carrier; also may
i ncl ude packing, crating, and handling costs.

Freight Bill: A multiple copy docunent issued by a
commercial carrier which generally contains the nanme of the
carrier, the nane and the location of the shipper and the
consi gnee, the shipping date, a description of the commodity
to be transported, the rate, the total freight charge, and
whet her the freight charge is collect or prepaid. At a

m ni mum this docunent should include the foll ow ng copies:

1) An original copy, which is the carrier's invoice;

2) The consignee's copy, which is retained by the recipient
who signs for the delivery of the shipnent; and

3) The delivery receipt copy, which is retained by the
carrier as proof of delivery.

F.OB.: This acronym neans "Free on Board" and requires the
seller to place goods on board a carrier without cost to the
buyer. If the seller is to assune the cost of

transportation, the vendor's invoice should include the term
F.O B. destination; if the buyer is to absorb the cost, the

i nvoi ce should state F.O. B. point of origin. Unless

ot herw se specified, the destination or point of origin

det er m nes:

1) The place or location where title to and responsibility
for the goods pass fromthe seller to the buyer

2) \Whether the seller or the buyer is responsible for the
freight cost; and
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Il. DEFINITIONS (Cont.)

3) \VWhether the seller or the buyer is responsible for filing
a claimin the event of |oss or danmage.

I11. RESPONSIBILITY FOR PAYMENT OF FREI GHT CHARGES
A. | NBOUND SHI PMENT
The University, unless otherw se specified, is
responsi bl e for the paynent of freight charges when any
of the followng F.OB. terns has been agreed to by the
University and the vendor:
F.OB. (point of origin). Exanple: F.QO B. Chicago.

F.OB. (point of origin), freight prepaid and added to
invoice. Exanple: F.QB. Chicago, freight prepaid and
added.

F.O B. (destination), freight collect. Exanple: F.QO B.
University of California, R verside, freight collect.

F.O B. (destination), freight prepaid and added to
invoice. Exanmple: F.OB. University of California,
Ri verside, freight prepaid and added.

B. PREPAI D QUTBOUND SHI PMENTS

The University is also responsible for the paynent of
frei ght charges on outbound shipnents that are prepaid.

| V. GUI DELI NES FOR PROCESSI NG FREI GHT CHARGES FOR PAYMENT

Frei ght charges should be paid within the period required by
governmental regulatory agencies. The followi ng tinme periods
prescribed by these agencies apply in determning the period
wi thin which a paynent shoul d be nade:

o] I nterstate Comrerce Comm ssion -- 7 days for interstate
surface shipnments; and

o] G vil Aeronautics Board -- 10 days for interstate air
shi pnent s.

The California Public Uilities Comm ssion no | onger

regul ates California intrastate shipnents; therefore, the
prescri bed period of tinme within which such paynents nust be
made shoul d be negotiated by the carrier and the shi pper.

The procedures in the follow ng guidelines should be used to
determne the propriety or validity of freight charges of

3/ 31/ 97 TL 72



ACCOUNTI NG MANUAL

DI SBURSEMENTS:  FREI GHT
D 371-28
Page 3

$500' or more before any paynent can be made or consi dered

final:

A

FRElI GHT BI LLS

1

Match the freight bill to the purchase order (P.Q)
or bl anket order for inbound shipnments or to the
shi ppi ng request for outbound shipnents to ensure

t hat :

a) The University is responsible for paynent of the
freight charge, and

b) The carrier submtting the freight bill is the
same as the carrier specified in the "Ship By"
section of the P.O

Any of the foll ow ng discrepancies on an invoice
shoul d be investi gat ed:

a) there is no P.O or blanket order or shipping
request to support the freight bill;

b) the freight bill is submtted by a different
carrier than the one shown on the P. QO ; or

c) the freight bill is supported by a P.O, but the
F.OB. termindicates that the paynent of the
freight charge is the vendor's responsibility.

Refer the followwng itens to materi el managenent for
di sposi tion:

a) freight bills in excess of $500 (or less if a
| ower threshold has been set by the canpus) that
are not supported by a P.O or bl anket order;

b) freight bills that do not match the nane of the
carrier showm on the P.O if, in the judgnent of
the accounting officer, there is reason to doubt
the propriety of the charge; or

c) freight bills with F.O B. terns indicating that
t he paynent of freight costs is the vendor's
responsi bility.

Process valid freight bills in accordance with the
procedures for regul ar invoices (see section IIl.B.,
Accounting Manual chapter D-371-36, Di sbursenents:
| nvoi ce Processing).

TL 72
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| V. GUI DELI NES FOR PROCESSI NG FREI GHT CHARCGES FOR PAYMENT (Cont.)

B. INVO CES WTH FREI GAT OR SHI PPI NG COSTS ADDED

1

3.

Process such invoices as specified in section A 1.
above. In addition:

a. Blanket nunbers or recording nunbers shoul d be
used in lieu of regular P.O nunbers for freight
ordshlpplng costs added to the cost of bl anket
orders.

b. The accounting officers nay elect to pay the
vendor's invoice or refer the invoice to materi el
managenent for disposition when freight or
shi ppi ng costs added in excess of $500 (or |ess
if a lower threshold has been set by the canpus),
are not suPPorted by a copy of the carrier's
freight bill.

Refer the followng itenms to materiel managenment for
di sposi tion:

a. Any freight or shipping cost, even if supported

bK the carrier's freight bill, if the carrier
shown on the freight bill does not match the
carrier showm on the P.O, especially if in the

j udgnent of the accounting officer there is
reason to doubt the propriety of the change; or

b. Any freight bill with F.O B. terns specified on
the P.O or blanket order indicating that the
freight paynent is the vendor's responsibility.

Process as specified in section A 3. above.

V. CLAI M5 FOR REI MBURSABLE FREI GHT

Canpus accounting offices should claimany reinbursabl e
freight paynments fromthe appropriate fund sources (State,

etc.).

VI . RESPONSI Bl LI TI ES

A, ACCOUNTI NG OFFI CERS

Accounting officers are responsible for ensuring that:

1)

2)

*Change 12/ 30/93

the processing of freight charges for paynent
(freight bills or invoices with shipping costs added)
is made in accordance with the requirenents and
gui del i nes established in this chapter; and

the tinmeliness of paynents is followed as provided in
Section I|V.

End.
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B. MATERI EL MANAGEMENT

Mat eri el Managenent is responsible for determ ning when
the University is responsible for paying a freight charge
and for ascertaining that the amount of the freight
charge is consistent with the tariff schedul es under

whi ch a carrier operates.

VI1. REFERENCES

Accounting Manual chapters:

D-371-16 D sbursenents: Approvals Required
D-371-36 Di sbursenments: |nvoice Processing

Busi ness and Fi nance Bull etin:

BUS-43 - Materiel Mnagenent
Uni versity Auditor Robert T. Tuffnell, Menorandumto
University Controller J. A Pastrone on |l nvoices with Freight
or Shi pping Cost Added, May 10, 1984.

Director Donald L. Alter, Menorandumto Accounting Oficers
on Invoices with Freight or Shipping Costs Added, February 8,
1993.

Hi storical note: Original Accounting Manual chapter published
6/1/77. Revised 6/15/85, 12/30/93, and 3/31/97; anal yst--Pat Edwards.
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