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50.10.10  What are annual U.S. information returns? July 1, 2012 303
50.10.20  The purpose of these guidelines June 1, 2012 304
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50.10.10 What are annual U.S. information returns?
July 1, 2012

In the course of state business activities, agencies make payments to others that must be reported to the
federal government. Copies of information returns must be furnished to recipients for payments reported.

For payroll related payments, Internal Revenue Service (IRS) Forms W-2 are required to be transmitted to
the Social Security Administration (SSA) accompanied by a Form W-3, Transmittal of Wage and Tax
Statements. Payroll systems that send W-2 information to the SSA electronically use IRS Form 6559,
Transmitter Report and Summary of Magnetic Media.

For non-payroll related payments, the most common annual information returns include Forms 1098
(1098, 1098-E, and 1098-T), Forms 1099 (1099-G, 1099-INT, 1099-MISC, 1099-Q, 1099-R, and 1099-S)
and Form W-2G. These forms are transmitted to IRS with Form 1096, Annual Summary and Transmittal
of U.S. Information Returns.

Non-payroll U.S. source income paid to foreign persons must be reported to the payee and IRS on IRS
Form 1042-S, Foreign Person's U.S. Source Income Subject to Withholding.
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50.10.20 The purpose of these guidelines

June 1, 2012

To ensure federal reporting compliance, agencies are to obtain current publications and advice from the
IRS and the SSA as needed. Section 50.10 is provided for general informational purposes only, to alert
agencies about compliance issues related to various reporting requirements of the IRS and SSA for annual
U.S. Information Returns.

The Office of Financial Management does not provide tax advice. Agencies can obtain tax advice from the
IRS, SSA, Office of the Attorney General, and/or outside tax counsel (paid for by the agency seeking tax
advice).

50.10.30 Key timeframes and publications

June 1, 2016

50.10.30.a

Annual information returns report payments for the calendar year and are generally to be mailed to
recipients on or before January 31 of the ensuing year (except for Form 1042-S, due to recipients on or
before March 15).

Due dates for filing with the federal government vary:
«  Forms W-2 are due to the SSA on or before January 31.

«  Forms 1099-MISC are due to the IRS on or before January 31, when nonemployee compensation
is reported in Box 7. Otherwise, paper forms are due to the IRS by February 28 or, if filed
electronically, by March 31.

« Forms 1042 are due to the IRS by March 15.

When 250 or more information returns are prepared by an agency, the IRS requires electronic filing. This
requirement applies separately for each type of form.

50.10.30.b

The IRS publication, General Instructions for Certain Information Returns, provides specific instructions
on the filing requirements of these returns. This publication contains a Guide to Information Returns. This
guide is a helpful quick reference for form numbers, titles, what to report, amounts to report, and due dates
to the IRS and the recipient. The instructions are available on the IRS website at: http://www.irs.gov/
instructions/.

Additional publications are available on the IRS website at: https://apps.irs.gov/app/picklist/list/
formsPublications.html
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Key publications include:

* Publication 15 (Circular E), Employer’s Tax Guide

* Publication 15-A, Employer’s Supplemental Tax Guide

* Publication 15-B, Employer’s Tax Guide to Fringe Benefits

» Publication 515, Withholding of Tax on Nonresident Aliens and Foreign Entities

e Publication 519, U.S. Tax Guide for Aliens

* Publication 901, U.S. Tax Treaties

* Publication 1141, General Rules and Specifications for Substitute Forms W-2 and W-3

* Publication 1179, General Rules and Specifications for Substitute Forms 1096, 1098, 1099, 5498,
and Certain Other Information Returns

50.10.30.c

SSA Publication EFW2 provides specifications for Form W-2. IRS Publication 1220 provides
specifications for electronically or magnetically filing Forms 1098, 1099, and W-2G.

For information on all SSA Form W-2 filing methods, forms, publications and other information, refer to
the SSA website at: http://www.socialsecurity.gov/employer/pub.htm.

50.10.40 Taxpayer Information Numbers (TINs) are required

Jan. 1, 2019

50.10.40.a  Required reporting

The Taxpayer Information Number (TIN), name, and address of the recipient are required to be entered on
the annual information forms for identification of U.S. payees. TINs include the Social Security Number
(SSN) issued by the Social Security Administration (SSA), the Individual Taxpayer Identification Number
(ITIN) issued by the Internal Revenue Service (IRS), or an Employer Identification Number (EIN) issued
by the IRS.

For payroll reporting, the SSN is required. A Form W-4, Employee’s Withholding Allowance Certificate
is required to be completed and signed by an employee to obtain SSN information.

For non-payroll reporting for a U.S. individual or business, the TIN may be a SSN, ITIN, or EIN. The
payee’s TIN and business information can be documented using a properly completed IRS Form W-9,
Request for Taxpayer Identification Number and Certification (or an acceptable substitute).

For non-payroll reporting for a foreign individual or business, the appropriate IRS forms include:

« Form W-8BEN, Certificate of Foreign Status of Beneficial Owner for United States Tax
Withholding

* Form W-8ECI, Certificate of Foreign Person’s Claim That Income Is Effectively Connected With
the Conduct of a Trade or Business in the United States
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*  Form W-8EXP, Certificate of Foreign Government of Other Foreign Organization for United State
Tax Withholding

*  Form W-8IMY, Certificate of Foreign Intermediary, Foreign Flow-Through Entity, or Certain U.S.
Branches for United States Tax Withholding

*  Form W-8CE, Notice of Expatriation and Waiver of Treaty Benefits

 Form 8233, Exemption From Withholding on Compensation for Independent (and Certain
Dependent) Personal Services of a Nonresident Alien Individual

50.10.40.b  IRS penalties

Failure to report a TIN or correct TIN may result in penalties assessed by IRS. Refer to the IRS General
Instructions for Forms W-2 and W-3 regarding Form W-2 penalties.

For incorrect or missing TIN reporting penalties for other information returns, refer to the IRS General
Instructions for Certain Information Returns.

50.10.40.c SSA SSN verification and IRS TIN matching programs

The Social Security Number Verification Service (SSNVS) is to be used only for verifying social security
numbers (SSNs) related to payroll transactions. Payroll systems routinely use this service. The Social
Security Administration (SSA) website includes an overview and the steps to register for the SSNVS at:
http://www.ssa.gov/employer/ssnv.htm.

IRS Taxpayer Identification Number (TIN) matching is to be used for verifying TINs, including SSNs,
related to non-payroll transactions. An overview of TIN matching is available on the IRS website at:

Taxpayer Identification Number TIN On-line Matching. To register for TIN matching, go to the IRS
website at: E-Services.

In addition to verifying TINs when setting up statewide vendors, the Office of Financial Management
(OFM) conducts bulk verifications at certain times of the year. Agencies that process non-payroll
payments outside of AFRS should conduct IRS TIN matching.

50.10.40.d  When backup withholding is required

Backup withholding is a type of federal income tax required to be deducted from certain non-employee
transactions under various circumstances, including when the payee fails to furnish a TIN number or
provides an incorrect TIN number and will not correct it on a timely basis.

IRS Publication 1281, Backup Withholding For Missing and Incorrect Name/TIN(s) explains the
requirements, IRS TIN match/mismatch process, and penalties that can be assessed.

If an agency encounters a situation where deduction of backup withholding is required, timely deposit to
IRS of the federal income tax and annual reporting on IRS Form 945 are also required. These tax deposits
may not be co-mingled with payroll tax deposits reported on quarterly Forms 941. For information on how
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to deposit taxes via the Electronic Funds Tax Payments System, refer to the Office of the State Treasurer’s
website at: Cash Management EFTPS Instructions

50.10.50 Common U.S. information returns
July 1, 2022

The following are commonly required U.S. information returns. Refer to current calendar year IRS
instructions for each form to obtain full reporting requirements. All IRS forms and instructions can be
found at: Forms Publications.

50.10.50.a

Form W-2, Wage and Tax Statement is issued to report wages and taxable fringe benefits subject to
federal income tax withholding, OASI, and/or Medicare employment taxes and all taxes actually withheld
for a calendar year. Non-taxable moving expense reimbursements made directly to employees and the
value of employer provided health insurance are also reportable.

Form W-2¢, Corrected Wage and Tax Statement, is issued to correct errors on Forms W-2 and W-2¢
filed with the SSA. Agencies are encouraged to file Forms W-2c¢ electronically. More information can be
found on the SSA’s website at: http://ssa.gov/employer.

50.10.50.b

Form 941, Employer’s Quarterly Federal Tax Return, is used to report the following to the IRS:
«  Wages paid,
» Federal income tax withheld, and

- Employer and employee share of social security and Medicare taxes

Note: Certain employers must file Form 941 (Schedule B) along with Form 941. Refer to IRS
Publication 15 (Circular E) for details.

Form 941-X, Adjusted Employer’s Quarterly Federal Tax Return or Claim for Refund, is used to
correct errors on previously filed Forms 941.

50.10.50.c

Form W-2G, Certain Gambling Winnings, is used by the State Lottery Commission to report payments
for lottery winnings of $600 or more to a winner and any required federal regular gambling withholding
tax withheld from winnings

50.10.50.d

Form 1098, Mortgage Interest Statement, is required to be issued when an agency receives $600 or
more in certain types of mortgage interest during the calendar year.
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Form 1098-E, Student Loan Interest Statement, is required to be issued if an agency receives student
loan interest of $600 or more from an individual during the calendar year.

Form 1098-F, Fines, Penalties, and Other Amounts, is required to report amounts paid to, or at the
direction of, the governmental entity, pursuant to a suit, court order, or agreement, in relation to any
violation of law or investigation or inquiry into the potential violation of law, for which the aggregate
amount equals or exceeds $50,000. Government entities must also report on that form any amounts paid as
restitution, remediation, or to come into compliance with a law.

For additional guidance on this reporting requirement, agencies should consult their assigned Assistant
Attorney General.

Form 1098-T, Tuition Statement, is required to be issued by an eligible education institution to report
qualified tuition and related expenses for each student. Exceptions apply.

50.10.50.e

Form 1099-G, Certain Government Payments, is used to report certain government payments
including:

* Unemployment compensation payments by the Employment Security Department.

* Certain federal taxable grants of $600 or more which are administered by the state.

* Amounts of federal income tax withheld under the backup withholding rules.

50.10.50.f

Form 1099-INT, Interest Income, is generally not applicable to state governments because of the tax-
exempt status for interest on obligations of a state or municipal government. However, if an agency has
custody of or administers certain trust funds, there may be reporting requirements.

50.10.50.g

Form 1099-MISC, Miscellaneous Income, is used to report a variety of miscellaneous transactions
generally when the amount of the payment in a calendar year is $600 or more. If backup withholding has
been taken, Form 1099-MISC must be filed, regardless of the payment amount. The most frequently
encountered ones are noted below.

- Payments to estates or beneficiaries for deceased employees’ wages, whether the payment to the
recipient is made in the year of death or a subsequent year.

« Payments for rents.

» Payments for fees, services, commissions, or other forms of compensation to persons not treated as
employees for services rendered. Examples are payments for professional service contracts and
payments to witnesses or experts in legal adjudication.

« Payments to attorneys or gross payments to attorneys.
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- Payments to physicians or other suppliers or providers of medical or health care services in
connection with medical assistance programs, or health, accident, and sickness insurance
programs.

Payments to corporations are generally not required to be reported except for medical payments and
payments for legal services. Generally, payments made to tax-exempt organizations, such as other
governmental agencies, social service agencies, and hospitals, are exempt from informational reporting
requirements.

Reporting is required for most payments to individuals and partnerships. It is important to know whether
the recipient of the payment is doing business as an individual, partnership, corporation, its specific
business structure if it is a limited liability entity, and whether it is tax-exempt so that correct reporting can
be completed.

50.10.50.h

Form 1099-Q, Payments from Qualified Education Programs, is used by the Student Achievement
Council to report distributions made from the Guaranteed Education Tuition (GET) Program.

50.10.50.i

Form 1099-R, Distributions from Pensions, Annuities, Retirement or Profit-Sharing Plans, IRAs,
Insurance Contracts, etc., is used to report pension and retirement plan distributions of $10 or more,
whether or not federal income tax is withheld. It is also used to report Internal Revenue Code Section 457
plan (deferred compensation) distributions and any income tax withheld.

50.10.50.j

Form 1099-S, Proceeds from Real Estate Transactions, is used to report the sale or exchange of real
estate.

50.10.50.k

Form 1042-S, Foreign Person’s U.S. Source Income Subject to Withholding, is used to report amounts
paid during a calendar year to foreign persons who are subject to withholding even if no withholding
amount is withheld due to a treaty or Code exception or if any amount withheld was repaid to the payee.
Refer to the form instructions for which payments must be reported.

If required to file Forms 1042-S, Form 1042, Annual Withholding Tax Return for U.S. Source Income
of Foreign Persons, must also be filed on an annual basis.

Agencies that report Forms 1042-S on paper must also file IRS Form 1042-T, Annual Summary and
Transmittal of Forms 1042-S. Use of Form 1042-T does not affect the obligation to file Form 1042.
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50.10.50.1

IRS Form 945, Annual Return of Withheld Federal Income Tax, is used to report federal income tax
withheld from non-payroll payments such as pensions and backup withholding. Refer to separate tax
deposit requirements for Form 945 in the form instructions and IRS Publication 15 (Circular E).

50.10.60 Federal training opportunities

June 1, 2016

The reporting and backup withholding requirements of U.S. annual information returns are extensive and
failure to comply with them can result in costly penalties.

Questions can be directed to IRS either by telephone or email per contact information provided in IRS
publications. It is important that documentation of IRS advice be retained. If the response is by telephone,
document the name and badge number of the person providing the advice in case questions arise at a later
date.

The following resources may prove helpful:

* IRS tax information for federal, state, and local governments: https://www.irs.gov/government-
entities/federal-state-local-governments

* IRS webinars for government employers: http://www.irsvideos.gov/Governments/Employers

There are also training classes available from various companies that focus on specific tax issues, such as
international taxation, that may be beneficial to those agencies that encounter such types of issues.

50.10.65 1099 download application

June 6, 2024

Agencies accessing the 1099 download maintained by the Office of Financial Management (OFM) must
establish an effective system for management and control to secure the information. In addition, agencies
are to restrict access to employees who need the download to perform their assigned duties. Before access
is granted, an employee must sign a Non-Disclosure Agreement (NDA) that includes the following
elements:

« As an employee of [agency], I have access to confidential data contained in the download, and I
understand that I am responsible for maintaining its confidentiality.

« I have been informed and understand that data extracted from the download includes confidential
data and may not be disclosed to unauthorized persons. I agree not to divulge, transfer (such as but
not limited to, email, portable media, File Transfer Protocol (FTP), file location services), sell, or
otherwise make known to unauthorized persons any data contained in this download.
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- T also understand that I am not to access or use this data for my own personal information but only
to the extent necessary and for the purpose of performing my assigned duties as an employee of
[agency]. I understand that a breach of this confidentiality will be grounds for disciplinary action
which may include termination of my employment and other legal action.

« T agree to abide by all federal and state laws, regulations, and policies regarding confidentiality and
disclosure of the information in the download.

To get access to the download, follow the instructions at: https://ofm.wa.gov/it-systems/accounting-
systems/1099-nec-1099-misc-reporting/access-1099-download.

If an agency detects a breach in security related to download data, the agency is responsible to follow the
steps for breach as described in _RCW 42.56.590 and notify the Washington Technology Solutions (WTS)
Chief Information Security Officer, WTS Security Operations Center and the Washington State Patrol
Computer Crimes unit. Additionally, the agency is to notify the WTS Solutions Center within one
business day of discovering the breach and to take corrective action as soon as practicable to eliminate the
cause of the breach. WTS may request a full review of the agency’s data security controls.
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50.20 Cost Allocation and Indirect Cost Recoveries

Section Title ggfteective Nllzlz:lglfer
50.20.10  The purpose of these policies Jan. 1, 2015 312
50.20.20  Authority for these policies Jan. 1, 2015 312
50.20.30  Applicability Jan. 1, 2015 313
50.20.50  About federal costs and cost allocation principles Jan. 1, 2015 313

Washington’s Statewide Central Services Cost Allocation Plan
50.20.60 (SWCAP) is used to identify and assign central service costs Jan. 1, 2015 314
50.20.62  Responsibilities of the Office of Financial Management Jan. 1, 2015 314
50.20.65  Responsibilities of central, billed internal service activities Jan. 1, 2015 314
50.20.70  Responsibilities of central, self-insurance fund activities Jan. 1, 2015 315
50.20.75  Responsibilities of central, fringe benefits activities Jan. 1, 2015 316
50.20.80 Responsibilities of agencies administering or expending federal Jan. 1,2015 316
awards
50.20.85  Indirect costs in interagency situations June 1, 2022 316

50.20.10 The purpose of these policies

Jan. 1, 2015

This section addresses billed and allocated central service cost recoveries related to federal assistance
awards administered by state agencies. It also establishes state accounting and reporting policies regarding
indirect cost recoveries in interagency situations.

50.20.20 Authority for these policies

Jan. 1, 2015

This section is issued, as revised, pursuant to the authority granted to the Director of Financial
Management to “... adopt and periodically update an accounting procedures manual” [RCW 43.88.160

)]
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50.20.30 Applicability

Jan. 1, 2015

This part is applicable and binding on all agencies of the state of Washington administering or expending
federal assistance, unless otherwise exempted by federal law or appropriate federal authority, and on all
agencies involved in interagency situations. The Budget and Accounting Act (RCW 43.88.020) defines the
term “Agency” to mean “Every state office, officer, each institution, whether educational, correctional, or
other, and every department, division, board, and commission, except as otherwise provided...”

Agencies may request a waiver from complying with specific requirements of this chapter. Refer to
Subsection 1.10.40 for information on how to request a waiver.

50.20.50 About federal costs and cost allocation principles

Jan. 1, 2015

The United States Office of Management and Budget (OMB) has established uniform principles for
determining the allowability of costs incurred by nonfederal entities expending federal awards. In
addition, these principles provide requirements for the development and submission of cost allocation
plans and indirect rate cost proposals. Many state agencies perform functions and activities that are
associated with federal assistance programs or provide central service support to federal assistance
programs. As such, they are subject to provisions of the cost principles applicable to their activities.

Over the years, the federal OMB issued several circulars related to cost allocation for different types of
federal assistance recipients. In 2013, the OMB issued the Uniform Administrative Requirements, Cost
Principles and Audit Requirements for Federal Awards (Uniform Guidance) to clarify and streamline all
existing federal guidance. Effective December 26, 2014, the Uniform Guidance became the authoritative
set of rules and requirements for Federal awards that consolidates and supersedes guidance from earlier
OMB circulars.

The Uniform Guidance establishes principles and standards related to cost allocation and indirect costs:

1. Indirect (F&A) cost identification and assignment, and rate determination for institutions of higher
education;

2. Indirect (F&A) cost identification and assignment, and rate determination for nonprofit
organizations;

State/local government and Indian tribe-wide central service cost allocation plans;
4. Public assistance cost allocation plans; and

5. State and local government and Indian tribe indirect cost proposals.
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50.20.60 Washington’s Statewide Central Services Cost
fan- 12013 Allocation Plan (SWCAP) is used to identify and
assign central service costs

Most governmental units provide certain services such as legal services, information technology services,
and motor transportation to operating agencies on a centralized basis. Since federally supported awards
are performed within the individual operating agencies, a process is necessary to identify these central
service costs and assign them to benefited activities on a reasonable and consistent basis. The federally
reviewed and approved, statewide central service cost allocation plan provides that process.

Two basic methods are used in the plan to assign appropriate costs of centralized services to operating
agencies or their programs:

» Billed Central Services where allowable costs are billed to benefited agencies and/or programs on
an individual fee for service or similar basis. Self-insurance and fringe benefit activities that bill
customers for services or benefits provided are also considered central service activities.

* Allocated Central Services where services that benefit operating agencies and/or programs are
not billed on a fee for service or similar basis but allowable costs are allocated to benefited
agencies on some reasonable basis.

50.20.62 Responsibilities of the Office of Financial
fn 1,205 Management

The Accounting Division of OFM is responsible to prepare, submit, and negotiate the annual statewide
central services cost allocation plan (SWCAP). One part of the SWCAP justifies and reconciles the
activities of the billed state central services (internal service, self-insurance and fringe benefit). A second
part allocates the allowable costs of other state central services benefiting agencies expending federal
awards.

50.20.65 Responsibilities of central, billed internal service
fan 1,201 qctivities

State of Washington central, billed internal service activities have the following responsibilities:
1. Understand and adhere to the requirements of the Uniform Guidance.
2. Ensure that the following information is made available for inclusion in the state plan:

* A current narrative description of the service;

* A balance sheet;
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A statement of revenue and expense with revenues broken out by source, e.g., regular
billings, interest earned, etc.;

A listing of all non-operating transfers into and out of the account;

A description of the procedures (methodology) used to charge service costs to users
including how billing rates are determined;

A schedule of current rates; and

A schedule comparing total revenues (including imputed revenues) generated by the
service to the allowable costs of the service with an explanation of how variances will be
handled. Revenues must include all revenues generated. If some users were not billed or
not billed the full rate for the service, a schedule showing the full imputed revenues
associated with these users must be provided. Expenses must be broken out by object
categories.

50.20.70 Responsibilities of central, self-insurance fund

Jan. 1, 2015

activities

State of Washington central, self-insurance fund activities have the following responsibilities:

1. Understand and adhere to the requirements of the Uniform Guidance.

2. Ensure that the following information is made available for inclusion in the state central services

plan:

A balance sheet;

A statement of revenue and expense including a summary of summary of billings and
claims paid by;
A listing of all non-operating transfers into and out of the account;

A narrative description of the types of risks covered;

An explanation of how the level of contributions are determined, including a copy of the
actuarial report (with the assumptions used) if the contributions are determined on an
actuarial basis;

A description of the procedures used to charge or allocate contributions to benefited
activities; and

An identification and explanation of reserve levels maintained in excess of claims [1]
submitted and adjudicated but not paid, [2] submitted but not adjudicated, and [3] incurred
but not submitted.

Chapter 50

315




State Administrative and Accounting Manual

50.20.75 Responsibilities of central, fringe benefits activities
Jan. 1, 2015

State of Washington central, fringe benefits activities, including pension and post-retirement health
insurance plans, have the following responsibilities:

1. Understand and adhere to the requirements of the Uniform Guidance.

2. Ensure that the following information is made available for inclusion in the state central services
plan:

* Description of fringe benefits provided to covered employees and the overall annual cost of
each type of benefit;

* Current fringe benefit policies;
* Procedures used to charge or allocate the costs of benefits to benefited activities; and

* For pension or post-retirement health insurance plans [1] the government’s unit funding
policies, e.g., legislative bills, trust agreements, or state-mandated contribution rules, if
different from actuarially determined rates; [2] the pension plan’s costs accrued for the
year; [3] the amount funded and dates of funding; [4] a copy of the current actuarial report
(including the actuarial assumptions); [5] the plan trustee’s report; and [6] a schedule
showing the value of interest costs associated with late funding.

50.20.80 Responsibilities of agencies administering or
fan 1,205 expending federal awards

State of Washington agencies that administer or expend federal awards are responsible to:

1. Comply with the applicable Uniform Guidance related to charging or allocating agency indirect
costs.

2. Unless prohibited by federal or state laws or regulations or formal funding limitations, include the
fixed cost allocation from the approved SWCAP in their agency indirect cost/cost allocation pool.

3. Any indirect costs or cost allocation amounts recovered, as a result of a SWCAP cost allocation
amount being included in an agency’s indirect rate or cost allocation plan, are to be deposited as a
recovery in the state General Fund (Account 001) utilizing Revenue Source code 0448.

50.20.85 Indirect costs in interagency situations
June 1, 2022

RCW 39.34.130 states that: “...the full costs of a state agency incurred in providing services or furnishing
materials to or for another agency under Chapter 39.34 RCW or any other statute shall be charged to the
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agency contracting for such services or materials and shall be repaid and credited to the fund or
appropriation against which the expenditure originally was charged.” For these purposes, full costs
generally include direct and indirect costs.

The nature of interagency activity varies greatly ranging from providing a service or product with
established indirect costs components to the simple sharing of usage, and/or rental, costs for a common
piece of equipment. As such, parties to interagency agreements should include specific language in the
text of their agreements to determine and define allowable indirect costs.
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50.30  Federal Single Audit Act

Section Title ggfteective Nllzla:lglfer
50.30.10  The purpose of these policies Jan. 1, 2015 318
50.30.15  Authority for these policies Jan. 1, 2015 319
50.30.20  Applicability Jan. 1, 2015 319
50.30.25  About the Single Audit Act requirements Oct 1, 2024 319
50.30.35  Responsibilities of the Office of Financial Management Jan. 1, 2015 320
50.30.40  Responsibilities of the Office of the State Auditor June 1, 2022 320
50.30.45 E%sefiz?zivl‘)/ialrigses of state agencies administering or expending Jan. 1,2015 321
50.30.50  Basis of accounting to use with federal assistance transactions Jan. 1, 2015 321
50.30.60  When to recognize federal assistance revenue Jan. 1, 2015 322
50.30.70  Use the Assistance Listing Number to record federal activity June 1, 2022 322
50.30.80  Accounting for federal expenditures June 1, 2022 323
50.30.85  Accounting for federal assistance activity between state agencies  Jan. 1, 2015 324

Accounting for federal assistance received from another nonfederal
50.30.90 entity, other than another Washington State agency/institution Jan. 1, 2015 325
(pass-through)

50.30.10 The purpose of these policies

Jan. 1, 2015

This section addresses the administrative requirements, cost principles and audit requirements related to
federal assistance awards administered or expended by state agencies. It also contains state accounting and
reporting policies related to administration and expenditure of federal assistance awards.
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50.30.15 Authority for these policies

Jan. 1, 2015

This section is issued pursuant to the authority granted to the Director of Financial Management to
“...adopt and periodically update an accounting procedures manual” [RCW 43.88.160(1)]

50.30.20 Applicability

Jan. 1, 2015

This part is applicable and binding on all agencies of the state of Washington administering or expending
federal assistance, unless otherwise exempted by federal law or appropriate federal authority. The Budget
and Accounting Act (RCW 43.88.020) defines the term “Agency” to mean “Every state office, officer,
each institution, whether educational, correctional, or other, and every department, division, board, and
commission, except as otherwise provided...”

Agencies may request a waiver from complying with the state accounting or reporting requirements of this
chapter. Refer to Subsection 1.10.40 for information on how to request a waiver.

50.30.25 About the Single Audit Act requirements

October 1, 2024

In 1984, Congress passed the Single Audit Act, which required most governmental recipients of federal
assistance (e.g., state and local governments) to have organization-wide financial and _compliance audits
on an annual basis.

Under the provisions of the Single Audit Act, as amended, the state of Washington has opted to obtain a
statewide Single Audit to meet the basic federal audit requirements for all federal assistance awards
administered or expended by agencies of the State.

Over the years, the federal Office of Management and Budget (OMB) issued several circulars to clarify
administrative and audit requirements for various types of federal assistance recipients.

In 2013, the OMB issued the Uniform Administrative Requirements, Cost Principles and Audit
Requirements for Federal Awards (Uniform Guidance) to clarify and streamline all existing federal
guidance. Effective December 26, 2014, the Uniform Guidance became the authoritative set of rules and
requirements for Federal awards that consolidates and supersedes guidance from earlier OMB circulars.

The Uniform Guidance contains major audit policy changes and audit requirements that target the risk of
waste, fraud and abuse. The dollar threshold for the requirement of a Single Audit is $750,000 or more in
expenditures in an entity’s fiscal year. In April 2024, OMB issued updates to the Uniform Guidance
including increasing the single audit threshold to $1,000,000. The effective date for the threshold change
is for audits with periods beginning on or after October 1, 2024.
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50.30.35 Responsibilities of the Office of Financial

fan 12015 Management

1. Prescribe statewide policies and procedures for accounting for and reporting federal assistance that
meet the federal requirements.

2. Act as the auditee for the statewide Single Audit of Washington.

3. Collect the necessary information and prepare the annual Schedule of Expenditures of Federal
Awards.

4. Work with the Office of the State Auditor to prepare the statewide Data Collection Form and
submit it and the statewide reporting package to the federal audit clearinghouse.

5. Work with the Office of State Auditor to ensure that Single Audit requirements are met,
particularly the inclusion of the Auditor’s reports in the Reporting Package.

6. Prepare and publish the annual State of Washington Single Audit Report.

7. Maintain a system for tracking findings to provide information on the resolution of all findings
contained in audits of state agencies and institutions.

8. Follow-up on audit findings, including compiling the Corrective Action Plan and Summary

Schedule of Prior Audit Findings sections.

50.30.40 Responsibilities of the Office of the State Auditor

June 1, 2022

1.

Conduct an annual statewide Single Audit in accordance with Generally Accepted Governmental
Auditing Standards.

Ensure that audit satisfies Single Audit Act, as amended, and the OMB Uniform Guidance
requirements regarding:

» Financial statements;

* Internal control;

+ Compliance with laws, regulations and provisions of contract and grant agreements; and
» Audit follow-up on prior audit findings.

Identify major federal programs by establishing dollar thresholds to distinguish between Type A
and Type B federal programs per section 200.518 of the Uniform Guidance and performing risk
assessment of federal programs as required.

Complete and sign applicable sections of Data Collection Form.

Prepare and submit the auditor’s reports.
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50.30.45 Responsibilities of state agencies administering or
fan1.2015 expending federal awards

1. Develop internal policies in accordance with federal requirements.

2. Establish and maintain effective internal controls over federal awards in accordance with guidance
in “Standards for Internal Controls in the Federal Government” issued by the Comptroller General
of the United States and the “internal control integrated framework™ issued by Committee of
Sponsoring Organizations of the Treadway Commission (COSO). Refer to Chapter 20 for
additional information on internal controls.

3. Evaluate and monitor compliance with federal statutes, regulations, and the terms and conditions
of the federal awards.

4. Take prompt action when instances of noncompliance are identified including noncompliance
identified in audit findings.

5. Take reasonable measures to safeguard protected personally identifiable information and other
sensitive information consistent with applicable federal and state laws regarding privacy and
obligations of confidentiality.

6. Identify, account for, and report all expenditures of federal awards in accordance with laws,
regulations, contract and grant agreements, and requirements included in this and other sections of
the State Administrative and Accounting Manual.

7. Provide year-end, certified, federal financial data per requirements included in Chapter 95.

8. Prepare a corrective plan, in the format specified in Subsection 55.10.35, to address each agency
audit finding and forward such plan(s) to OFM within 30 days following the issue date of the
agency audit. Further, upon request, provide information on the current status of audit resolution in
accordance with Subsection 55.10.20 (b).

9. Take corrective action on audit findings.
10. If acting as a pass-through entity, maintain a system of internal controls to monitor subrecipients.

11. Develop and submit cost allocation plans and indirect rate cost proposals in accordance with
Section 50.20.

50.30.50 Basis of accounting to use with federal assistance
fan1.2015 " transactions

The fund type of the account in which the federal assistance transactions are recorded determines the basis
of accounting. Transactions for governmental fund type accounts are recorded using the modified accrual
basis. Proprietary and fiduciary fund type accounts use the accrual basis. Refer to Subsection 80.30.20.
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50.30.60 When to recognize federal assistance revenue
Jan. 1, 2015

Federal financial assistance revenue should be recorded using appropriate revenue source codes. Refer to
Subsection 95.10.30.

50.30.60.a  Governmental Fund Type Accounts

Federal financial assistance is recognized as revenue in governmental fund type accounts in the accounting
period when all eligibility requirements are met and it becomes susceptible to accrual, that is, both
measurable and available (modified accrual basis). In applying this definition, carefully review legal,
contractual, and accounting policy requirements for guidance.

* Entitlements are recorded as revenue at the time of receipt or earlier if the accrual criteria are met.
Entitlements are restricted more in form than in substance. Generally, only a failure on the part of
the recipient to comply with prescribed regulations will cause a forfeiture of the resources.

* Generally, revenue associated with expenditure driven assistance programs is recognized when the
related expenditure is made. If cost sharing or matching requirements exist, revenue recognition
depends upon compliance with these requirements.

Revenue associated with federal assistance awards for which the eligibility requirements are met but
which is not available, should be recorded as Unavailable Revenue, GL codes 5192 or 5292, and,
subsequently, recorded as revenue when the availability criteria is met.

50.30.60.b  Proprietary and Fiduciary Fund Type Accounts

Federal assistance revenue received in proprietary and fiduciary fund type accounts is recognized as
revenue in the accounting period in which it is earned and becomes measurable (accrual basis).

50.30.60.c Unearned Revenue

Receipts from federal assistance awards received before the applicable revenue recognition criteria is met
are to be recorded as Unearned Revenue, GL codes 5190 or 5290, and, subsequently, recorded as revenue
when the revenue recognition criteria is met.

50.30.70 Use the Assistance Listing Number to record federal
e 1,202 activity

50.30.70.a

Record federal assistance program revenues and expenditures by the unique assistance listing number

(ALN) assigned to each federal financial assistance program. Agencies can utilize the ALN field
(currently labeled CFDA) in AFRS to track expenditures by ALN. This may also be accomplished by
maintaining a crosswalk of federal programs to ALNSs.
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50.30.70.b

When assistance listing numbers are not provided in the federal grant contract and cannot reasonably be
determined by other means, agencies should:

* In the absence of an ALN where the agency has a federal award number, the last three digits of the
ALN should be zeros preceded by the federal agency code (i.e. XX.000), and the federal award
number must be provided.

* In the absence of both an ALN and a federal award number, the last three digits of the ALN should
be nines preceded by the federal agency code (i.e. XX.999).

Note: The XX.000 and XX.999 ALNs are temporary numbers which will be assigned a different number
(i.e. XX.UXX or XX.RD) after Phase 2 close. If these numbers are used, an OFM Statewide Accountant

will contact you with further instructions. Refer to general disclosure form instructions in Section
95.20.10.b.

50.30.80 Accounting for federal expenditures

June 1, 2022

50.30.80.a Federal Expenditure

In appropriated accounts, federal expenditures should be recorded using federal expenditure authority
codes. Each agency is responsible for maintaining a system for tracking federal expenditures by the unique
assistance listing number assigned to each federal financial assistance program, as listed in SAM.gov.

50.30.80.b  Cost of Administering Nonfinancial Programs

When allowable by the federal assistance program, administration costs for nonfinancial federal programs
are recorded as federal revenues and expenditures under the applicable assistance listing number and
reported at year-end on the Federal Financial Assistance - Direct form in OFM's electronic disclosure form
reporting system.

50.30.80.c Donated Inventory Programs

Agencies of the state of Washington receive federal nonfinancial assistance in the form of donated
inventories (primarily food commodities and immunization supplies). Such assistance may be received
directly from a federal agency or indirectly from another state agency.

Donated inventories are recorded as consumable inventories offset by unearned revenue in accordance
with Subsection 85.56.40. Except as noted below, as donated inventories are consumed/distributed,
revenues and expenditures should be recognized using GL Codes 3225 “Revenue Adjustment/Elimination
(GAAP)” and 6525 “Expenditure/Expense Adjustment/Elimination (GAAP).” State agencies must report
the fair value of inventory consumed/distributed during the year on the Nonfinancial Assistance form in
OFM's electronic disclosure form reporting system.
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Agencies distributing donated inventories to other governments, such as school districts, local health
districts, and food banks, are to report the amount distributed in the pass through column on the
Nonfinancial Assistance disclosure form.

Consistent with Subsection 50.30.85, state agencies transferring federally provided inventories to other
agencies are to report the revenue and expenditure. The agency actually using/distributing the
commodities is to report the receipt of nonfinancial assistance as an expenditure recovery offsetting the
associated nonfinancial expenditure/expense in its accounting records.

For food commodities, use the commodity list prepared by the Food and Nutrition Service of the U.S.
Department of Agriculture to determine the fair value of the nonfinancial assistance.

50.30.80.d  Federal Surplus Property

Do not record the value of federal surplus property received by a state agency or institution as revenue in
the official state financial accounting records. Maintain the property in appropriate subsidiary ledgers for
proper control of the assets. Report federal surplus property on the Nonfinancial Assistance form in
OFM's electronic disclosure form reporting system under the applicable assistance listing number. It is to
be valued at acquisition value if it is capitalized. If it is not capitalized, it is to be valued at its fair value at
the time of receipt or the assessed value provided by the federal agency donating the property. As part of
the year-end reporting process, the Surplus Property Program within the Department of Enterprise
Services will provide each agency with a summary report of the value of federal surplus property received
by that agency during the reporting year.

50.30.85 Accounting for federal assistance activity between
fan 12015 gtate agencies

Unless directed otherwise by federal law, regulation or federal awarding agency directive, record federal
revenue and expenditure/expense activity between state agencies or institutions such that the activity is not
duplicated either for accounting or reporting purposes.

State agencies involved in inter-agency federal assistance activity should use the following accounting
procedures:

1. The originating state agency records and reports the federal revenue and a corresponding
expenditure/expense using Object N “Grants, Benefits, and Client Services” for the amount paid to
the subrecipient agency.

2. The subrecipient state agency records program expenditures offset by an interagency
reimbursement (Object S) for the moneys received from the original agency. This results in no net
revenue or expenditure/expense to the subrecipient agency.
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50.30.90 Accounting for federal assistance received from
fan- 12013 another nonfederal entity, other than another
Washington State agency/institution (pass-through)

Record federal assistance received indirectly from another state (e.g. Oregon), local government, or
private entity as federal pass-through revenue (Revenue Source Code 0546). There are additional year-end

financial reporting requirements specific to federal pass-through revenue and expenditures found in
Subsection 95.20.70.

Chapter 50 325



https://ofm.wa.gov/sites/default/files/public/legacy/policy/95.20.htm#95.20.70

State Administrative and Accounting Manual

50.40 Cash Management Improvement Act

Section Title Effective Date Page
Number

50.40.10  Purpose of the Cash Management Improvement Act July 1, 2005 326

50.40.20 The Treasury-State Agreement defines the drawdown methods Nov. 15, 2000 327
to be used by agencies

50.40.30 Federal assistance programs and state agencies subject to the July 1, 2016 327
CMIA

50.40.40  Responsibilities of the Office of Financial Management July 1, 2005 327

50.40.50  Responsibilities of agencies that administer CMIA programs  July 1, 2002 328

50.40.60  How to calculate interest owed or due July 1, 2005 328

50.40.70 Interest calculation costs of implementing the TSA are July 1, 2003 329
reimbursable

50.40.80 Responsibilities of agencies receiving federal funds, but not Nov. 15, 2000 329

designated as CMIA programs

50.40.10 Purpose of the Cash Management Improvement Act

July 1, 2005

The Cash Management Improvement Act of 1990 (CMIA) provides rules and procedures for the efficient
transfer of federal financial assistance between the federal agencies and the state. The implementing
regulations are in 31 CFR Part 205. The general provisions of the Act are as follows:

1.

2.

Federal agencies must make timely fund transfers and grant awards to state agencies.

State agencies must minimize the time between the deposit of federal funds in the state’s account
and the disbursement of funds for program purposes.

. With some exceptions, the state is entitled to interest from the federal government from the day the

state pays out its own funds for federal assistance program purposes to the day federal funds are
credited to the state bank account.

With some exceptions, the federal government is entitled to interest from the state from the day
federal funds are credited to the state’s account to the day the state pays out the federal funds for
federal assistance program purposes.

The state must enter into a Treasury-State Agreement (TSA) with the U.S. Department of the
Treasury, Financial Management Service (FMS) to set forth terms and conditions for
implementing CMIA.
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50.40.20 The Treasury-State Agreement defines the
Nov- 13200 drawdown methods to be used by agencies

The Office of Financial Management (OFM), with the assistance of all affected state agencies, negotiates
the TSA with FMS. The TSA outlines by program, the funding technique and the clearance pattern the
state will use to draw down funds from the federal government.

Generally, conformance with the TSA assures that the state does not owe the federal government, or is not
due from the federal government, interest liability on its drawdown.

Amendments to the TSA may be proposed by either the state or the federal government at any time during
the duration of the contract.

50.40.30 Federal assistance programs and state agencies
luly 12016 subject to the CMIA

The programs listed in the Assistance Listings are subject to CMIA regulations. Currently, programs with
$75 million or more in federal expenditures, as determined from the state’s most recent Single Audit
Report, are required to be covered under the TSA (CMIA agreement). The list of federal assistance
programs impacted by CMIA may be revised annually, depending on the total amount of federal
expenditures as reported in the state’s Single Audit Report. State agencies that administer CMIA programs
are subject to CMIA regulations.

50.40.40 Responsibilities of the Office of Financial
fuly 1,205 Management

The responsibilities of the Office of Financial Management are to:

1. Annually identify the state agencies and federal assistance programs that will be considered as
CMIA programs and notify affected state agencies.

2. Negotiate with FMS new agreements and amendments to the existing TSA (Refer to Subsection
50.40.20).

3. With the assistance of the Office of State Treasurer (OST) and affected state agencies, develop
clearance patterns.

4. Prepare annual interest reports and direct cost claims for submittal to FMS (submitted in December
each year for the previous state fiscal year).

5. Direct OST as to the payment of state interest liability and/or receipt of federal interest liability.

6. Certify, with affected agencies’ concurrence, every five years that clearance patterns correspond to
a program’s clearance activities.
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50.40.50 Responsibilities of agencies that administer CMIA
July 1, 2002 programs

The responsibilities of the state agencies that administer CMIA programs are:

1. Request federal funds in accordance with the approved funding technique described in the TSA
and in amounts needed for immediate payments.

2. Document the amount of federal funds requested and when federal funds are deposited in the
state’s account.

If federal funds are not available when required per the TSA, process the request which will
document federal funds were properly requested by the state in accordance with the TSA.

* For the federal draw systems that reject requests when federal funds are not available in the
system, make the request and print the rejection notice as evidence of the state’s
conformance with the TSA. If necessary, make appropriate phone calls to federal agencies
to notify them that federal funds are not available per the TSA. Document efforts made to
request federal funds per the TSA.

*  When federal funds are not available per the TSA, maintain documentation of the amount
of state funds expended, the dates of these expenditures, the date federal funds were
requested, and the date federal funds were received. Maintain this documentation for use in
calculating federal interest liability on late federal funds.

Note: In most cases, the state cannot calculate a federal interest liability unless the state has made a
request through a federal draw system and had it rejected, or has notified the applicable federal
agency that federal funds are not available per the TSA.

3. Calculate the state and federal interest liabilities (Refer to Subsection 50.40.60) by program and
any associated direct costs (Refer to Subsection 50.40.70).

4. Notify OFM, Accounting Division, of changes to the funding techniques and clearance patterns. A
state agency shall not make a change until it is reviewed and approved by OFM and FMS.

5. Certify to OFM that CMIA programs conform to the drawdown methods described in the TSA
(Refer to Subsection 50.40.20). OFM requests this certification in December of each year.

50.40.60 How to calculate interest owed or due
July 1, 2005

In cases where interest is owed to the federal government or due from the federal government, under the
TSA, agencies should calculate and document the interest owed or due. The interest rate to be used is the
annualized rate equal to the average equivalent yield of 13-week Treasury Bills auctioned during the
state’s fiscal year. The interest rate is provided to the state by FMS. Agencies should ensure that interest
calculations are auditable.
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50.40.70 Interest calculation costs of implementing the TSA
luly 12003 are reimbursable

Interest calculation costs related to implementing the TSA are reimbursable by the federal government and
are claimed on the Annual Report of interest liabilities that is submitted by OFM to FMS in December
each year. Interest calculation costs are those costs an agency incurs in performing the actual calculation
of interest liabilities, including those costs an agency incurs in developing and maintaining clearance
patterns in support of interest calculations. Costs associated with expenses for normal disbursing services,
such as processing checks or maintaining records for accounting and reconciliation of cash accounts, or
expenses for upgrading or modernizing accounting systems are not reimbursable. Agencies must maintain
documentation to substantiate claims for interest calculation costs. Interest calculation costs in excess of
$50,000 are not eligible for reimbursement, unless the agency can justify that without incurring such costs,
it would not be able to develop clearance patterns or calculate interest.

50.40.80 Responsibilities of agencies receiving federal funds,
Nov- 132000 hut not designated as CMIA programs

The principal responsibilities of other state agencies receiving federal funds not designated as CMIA
programs are:

1. Draw federal funds as close as possible to when the underlying disbursement is made by OST or
the local bank.

2. Draw federal funds at the earliest date allowed by the federal program or regulations.

Chapter 50 329




