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Chapter 85 - Accounting Procedures 

 
85.10 Budgetary Accounting Procedures 

 
85.10.10 These procedures apply to budgeted accounts June 1, 2004 

85.10.20 Budgetary accounting requirements July 1, 2009 
 
 

85.15 Budgetary Accounting - Illustrative Entries 
 

85.15.05 These entries are for illustrative purposes  July 1, 2008 

85.15.10 Establish expenditure authority for budgeted accounts July 1, 2008 

85.15.15 Allotments for budgeted accounts July 1, 2008 

85.15.16 FTEs for budgeted accounts July 1, 2008 

85.15.17 Decrease FTEs for budgeted accounts July 1, 2008 

85.15.20 Estimated revenues for budgeted accounts May 1, 1999 

85.15.25 Decrease estimated revenues for budgeted accounts May 1, 1999 

85.15.30 Transfer unobligated allotments to reserve for budgeted 
accounts 

May 1, 1999 

85.15.35 Re-allotment of amounts placed in reserve for budgeted 
accounts 

May 1, 1999 

85.15.40 Revert unobligated allotments to unallotted status for 
budgeted accounts 

May 1, 1999 

85.15.45 Transfer unallotted legislative appropriations to reserve for 
appropriated accounts 

May 1, 1999 

85.15.50 Transfer legislative appropriations placed in reserve to 
unallotted status for appropriated accounts 

May 1, 1999 

85.15.55 Abolish or decrease legislative appropriations for appropriated 
accounts 

May 1, 1999 

85.15.60 Close of accounting period for budgeted accounts May 1, 1999 
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85.20 Revenue and Cash Receipts 

 
85.20.10 Collection and deposit of receipts July 1, 2009 

85.20.20 Prudent collection processes July 1, 2001 

85.20.30 Non-revenue receipts July 1, 2003 

85.20.40 Proceeds from sale of property July 1, 2003 

85.20.50 Undistributed receipts May 1, 1999 

85.20.60 Receipts placed in suspense July 1, 2009 

85.20.70 Refunds of revenue May 1, 1999 

85.20.80 Subsidiary records May 1, 1999 

85.20.90 Deposit interest distribution by OST June 1, 2005 

 
 
 

85.22 Deposit Adjustments and Returned Payments  
 

85.22.10 About these procedures May 1, 1999 

85.22.20 Documentation for deposit adjustments July 1, 2008 

85.22.30 Deposit adjustments - treasury and trust accounts July 1, 2009 

85.22.40 Deposit adjustments - local accounts July 1, 2009 

85.22.50 Returned payments – AFRS EFTs July 1, 2009 

 
 

85.24 Revenue and Cash Receipts - Illustrative Entries 
 

85.24.10 These entries are for illustrative purposes May 1, 1999 

85.24.20 Estimated revenue May 1, 1999 

85.24.30 Deposit of cash revenues May 1, 1999 

85.24.40 Cash over or short May 1, 1999 

85.24.50 Recording adjustment for non-sufficient funds (NSF) check July 1, 2008 

85.24.60 Subsequent collections of non-sufficient funds (NSF) check July 1, 2009 

85.24.65 Recording receipt of returned AFRS EFT payment July 1, 2009 

85.24.70 Undistributed receipts - account and/or revenue source not 
identified 

May 1, 1999 

85.24.80 Receipts placed in suspense July 1, 2009 
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85.30 Encumbrances 

 
85.30.10 Encumbrance accounting July 1, 2008 

 
 

85.32 Goods and Services Expenditures 
 

85.32.10 Agency responsibilities July 1, 2008 

85.32.15 Special definitions July 1, 2008 

85.32.20 Payment authorization July 1, 2008 

85.32.30 Payment processing documents July 1, 2009 

85.32.40 Payment processing July 1, 2008 

85.32.50 Timing of payment July 1, 2008 

85.32.60 Rapid invoice processing June 1, 2002 

85.32.70 Purchase card May 1, 1999 

85.32.80 Waste recycling procedures July 1, 2001 

 
 

85.34 Payroll and Other Related Activities 
 

85.34.10 Payroll July 1, 2008 

85.34.20 Shared leave Oct. 1, 2008 

85.34.30 Amounts due deceased employees May 1, 1999 

85.34.40 Salary overpayment recoveries June 1, 2004 

 
 

85.36 Disbursement Processing 
 

85.36.10 Agency disbursement processes July 1, 2000 

85.36.20 Disbursement mechanisms July 1, 2009 

85.36.30 Treasury account requirements July 1, 2009 

85.36.40 Local account requirements July 1, 2008 

85.36.50 Recording May 1, 1999 
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85.38 Other Warrant Procedures 

 
85.38.10 Non-deliverable warrant July 1, 2009 

85.38.20 Lost or destroyed warrants July 1, 2009 

85.38.30 Redeemed warrants reported as lost or destroyed July 1, 2009 

85.38.40 Statutorily canceled warrants July 1, 2009 

85.38.50 Liability for canceled warrants/checks May 1, 1999 

85.38.60 "X" warrants July 1, 2009 

85.38.70 "X" and blank state warrant stock control procedures June 1, 2004 

85.38.80 Warrant voiding and destruction procedures June 1, 2004 

85.38.90 Local check control procedures May 1, 1999 

 
 

85.40 Belated and Sundry Claims 
 

85.40.10 Belated claims July 1, 2001 

85.40.20 Sundry claims June 1, 2004 

 
 

85.42 Expenditures, Expenses, and Cash Disbursements - 
Illustrative Entries 

 
85.42.10 These entries are for illustrative purposes May 1, 1999 

85.42.20 Encumbrances May 1, 1999 

85.42.30 Expenditure/expense disbursements May 1, 1999 

85.42.40 Recording payroll July 1, 2008 

85.42.50 Recording shared leave May 1, 1999 

85.42.60 Amounts due deceased employees May 1, 1999 

85.42.70 Salary overpayment recoveries May 1, 1999 

85.42.80 Non-deliverable warrant cancellations May 1, 1999 

85.42.85 Statutorily canceled warrants May 1, 1999 

85.42.90 Lost or destroyed warrants (Not canceled or redeemed) May 1, 1999 

85.42.95 Forged endorsement May 1, 1999 
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85.50 Cash 
 

85.50.10 Deposit of treasury or treasury trust receipts July 1, 2008 

85.50.20 Deposit of local receipts July 1, 2008 

85.50.30 Undeposited receipts May 1, 1999 

85.50.40 Reconciliation of cash receipts and deposits July 1, 2009 

85.50.50 Petty cash - general information July 1, 2006 

85.50.60 Accounting for petty cash in treasury accounts July 1, 2009 

85.50.70 Accounting for petty cash in local accounts (including 
treasury trust accounts) 

July 1, 2009 

 
 

85.52 Investments 
 

85.52.10 About investments July 1, 2003 

85.52.20 Short-term investments June 1, 2003 

85.52.30 Non-current investments July 1, 2008 

85.52.40 Investment pools May 1, 1999 

85.52.50 Permanent funds July 1, 2009 

85.52.60 Deferred compensation plans (IRC Section 457) July 1, 2001 

85.52.70 Securities lending May 1, 1999 

85.52.80 Reverse purchase agreements May 1, 1999 

85.52.90 Subsidiary ledgers are required for certain investments May 1, 1999 

 
 

85.54 Receivables 
 

85.54.10 About receivables July 1, 2009 

85.54.15 Taxes receivables July 1, 2009 

85.54.20 Due from federal government July 1, 2004 

85.54.25 Due from other governments July 1, 2004 

85.54.30 Due from other accounts July 1, 2009 

85.54.35 Due from other agencies July 1, 2009 
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85.54.40 Notes and loans receivable July 1, 2004 

85.54.42 Private donation pledges July 1, 2004 

85.54.45 Other receivables July 1, 2004 

85.54.50 Receivable collection procedures July 1, 2000 

85.54.52 Collecting NSF checks May 1, 1999 

85.54.55 Uncollectible receivables July 1, 2008 

85.54.60 Documentation May 1, 1999 

85.54.65 Subsidiary ledgers May 1, 1999 

 
 

85.56 Inventories 
 

85.56.10 Inventory management and control procedures are in Chapter 
35 

May 1, 1999 

85.56.20 Consumable inventories July 1, 2001 

85.56.30 Merchandise inventories in proprietary fund type accounts May 1, 1999 

85.56.40 Donations of consumable inventories July 1, 2009 

 
 

85.58 Prepaid Expenses 
 

85.58.10 Prepaid expenses July 1, 2008 

 
 

85.60 Capital Assets 
 

85.60.10 About capital assets July 1, 2009 

85.60.20 Asset valuation July 1, 2001 

85.60.30 Acquisitions of capital assets July 1, 2009 

85.60.40 Depreciation/amortization of capital assets July 1, 2009 

85.60.45 Impairment of capital assets and related insurance recoveries July 1, 2009 

85.60.50 Disposals of capital assets July 1, 2008 

85.60.60 Adjustments to capital assets July 1, 2001 

85.60.70 Capital assets acquired through capital lease July 1, 2008 
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85.60.80 Capital assets acquired through Certificates of Participation July 1, 2006 

85.60.90 Accounting for the construction of capital assets July 1, 2008 

85.60.95 Accounting for the transfer of vehicles to the State Motor Pool June 1, 2004 

 
 

85.65 Assets - Illustrative Entries 
 

85.65.10 These entries are for illustrative purposes May 1, 1999 

85.65.12 Deposit of cash revenues May 1, 1999 

85.65.14 Petty cash - treasury and treasury trust accounts July 1, 2001 

85.65.16 Petty cash - local accounts July 1, 2001 

85.65.18 Accounting for the acquisition of non-current investments July 1, 2008 

85.65.20 Accounting for earnings and costs associated with non-current 
investments 

July 1, 2003 

85.65.22 Accounting for fair value adjustment to non-current 
investments 

July 1, 2003 

85.65.24 Accounting for the sale of non-current investments July 1, 2003 

85.65.26 Accounting for non-current investments in permanent funds July 1, 2003 

85.65.28 Accounting for deferred compensation (IRC Section 457) July 1, 2001 

85.65.30 Taxes receivable May 1, 1999 

85.65.32 Receivables July 1, 2001 

85.65.34 Due from federal government May 1, 1999 

85.65.36 Long-term loans July 1, 2004 

85.65.38 Consumable inventories - periodic inventory method July 1, 2001 

85.65.40 Consumable inventories - perpetual inventory method May 1, 1999 

85.65.42 Merchandise inventories in proprietary fund type accounts - 
periodic inventory method 

May 1, 1999 

85.65.44 Merchandise inventories in proprietary fund type accounts - 
perpetual inventory method 

May 1, 1999 

85.65.46 Donations of consumable inventories July 1, 2001 

85.65.50 Prepaid expenses May 1, 1999 

85.65.52 Acquisition of capital assets July 1, 2009 

85.65.54 Assets that do not meet the state’s capitalization policy July 1, 2009 
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85.65.56 Depreciation/amortization July 1, 2009 

85.65.58 Disposal of capital assets July 1, 2009 

85.65.60 Trade-in of capital assets July 1, 2008 

85.65.62 Capital assets acquired through capital lease July 1, 2006 

85.65.64 Accounting for the construction of capital assets July 1, 2009 

 
 

85.70 Short-Term Liabilities 
 

85.70.10 About short-term liabilities May 1, 1999 

85.70.20 Establishing short-term liabilities July 1, 2009 

85.70.30 Accounts payable May 1, 1999 

85.70.40 Deferred revenues June 1, 2005 

85.70.50 Short-term portion of long-term obligations June 1, 2004 

 
 

85.72 Long-Term Obligations 
 

85.72.10 About long-term obligations July 1, 2008 

85.72.15 State Finance Committee approval July 1, 2008 

85.72.20 Bonds payable June 1, 2004 

85.72.30 Lease-purchase agreements payable July 1, 2006 

85.72.40 Certificates of Participation July 1, 2008 

85.72.50 Vacation leave payable July 1, 2009 

85.72.60 Sick leave payable June 1, 2004 

85.72.65 Compensatory time payable July 1, 2009 

85.72.70 Termination benefits July 1, 2006 

 
 

85.74 Special Liabilities 
 

85.74.10 Vendor payment advance May 1, 1999 

85.74.20 Public works contracts - retention of payments July 1, 2001 

85.74.30 Unclaimed property  July 1, 2008 

85.74.40 Claims and judgments July 1, 2001 
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85.95 Interfund/Interagency Activities - Illustrative Entries 

 
85.95.10 These entries are for illustrative purposes July 1, 2001 

85.95.20 Transfers of equity July 1, 2003 

85.95.30 Operating transfers July 1, 2003 

85.95.35 Special budgeted allocation transfers July 1, 2008 

85.95.40 Interfund/interagency services provided and used July 1, 2008 

85.95.50 Intra-agency reimbursements (Object T) July 1, 2008 

85.95.60 Interagency reimbursements (Object S) July 1, 2008 

85.95.70 Agency vendor payment revolving account July 1, 2001 
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85.10 
Budgetary Accounting Procedures  

 
85.10.10 

June 1, 2004 
These procedures apply to budgeted accounts 

 
 This subsection describes budgetary accounting procedures and applies to 

appropriated and/or allotted accounts. 
 

 
85.10.20 

July 1, 2009 
Budgetary accounting requirements 

 
85.10.20.a An agency’s expenditure authority is provided by the Legislature through 

appropriations in a budget bill or inclusion of non-appropriated account 
moneys in the legislative budget system, and by the Governor and OFM 
through allocations, approval of unanticipated receipts, or across-the-board 
spending reductions. An agency may not expend or obligate funds in excess of 
its expenditure authority.  
 
Allotments are detailed plans of the scheduled revenues and expenditures 
authorized in the budget and the related cash receipts and disbursements. An 
agency’s actual spending will be monitored against the allotments by the 
agency, OFM, the Legislature, and the public. Allotments must:  
 
· Conform to the terms, limits, or conditions of Legislative appropriations. 

 
· Serve as the agency’s best estimate of the money it will spend and the 

revenue it will collect each month and year of the biennium. 
 

· Provide the agency’s best estimate of expected cash flows by month. 
 
Agencies are required to record budget transactions in the state’s accounting 
records to reflect the legislative operating and capital appropriations and 
expenditure authority (original and supplemental), reappropriations of capital 
appropriations, unanticipated receipts allotments, expenditure allotments and 
reserves, estimated revenue allotments, and cash receipt and disbursement 
allotments after receiving approval from the OFM Budget Division.  
 

 



http://www.ofm.wa.gov/budget/instructions/default.asp�
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85.15 
Budgetary Accounting - Illustrative 
Entries 

 
85.15.05 

July 1, 2008 
These entries are for illustrative purposes 

 
 These entries are automatically generated by TALS (The Allotment 

System) and are recorded in the Agency Financial Reporting System 
(AFRS). These entries are for illustrative purposes only and should not be 
considered all-inclusive. 
 

 
85.15.10 

July 1, 2008 
Establish expenditure authority for budgeted 
accounts 

 
 To record original and supplemental appropriations, approved 

unanticipated receipts for appropriated accounts, and estimated budgeted 
expenditures for nonappropriated/allotted accounts. The total expenditure 
authority is to be posted: 
 
 Dr. Cr. 
Budgetary Control Summary (9100) xxx  
 Approved Unallotted Expenditure Authority  

(6110) 
  

xxx 
 
 

85.15.15 
July 1, 2008 

Allotments for budgeted accounts 

 
 To record approved allotments in budgeted accounts: 

 
 Dr. Cr. 
Approved Unallotted Appropriations (6110) xxx  
 Approved Allotments (6210)  xxx 
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85.15.16 

July 1, 2008 
FTEs for budgeted accounts 

 
 To record approved FTEs in budgeted accounts: 

 
 Dr. Cr. 
Approved Estimated FTEs (0110) xxx  
 Statistical Clearing Account (0998)  xxx 

 
 

85.15.17 
July 1, 2008 

Decrease FTEs for budgeted accounts 

 
 To record decrease in approved FTEs in budgeted accounts: 

 
 Dr. Cr. 
Statistical Clearing Account (0998) xxx  
 Approved Estimated FTEs (0110)  xxx 

 
 

85.15.20 
May 1, 1999 

Estimated revenues for budgeted accounts 

 
 To record estimated revenues or additional revenue estimates due to 

documented changes in conditions: 
 
 Dr. Cr. 
Approved Estimated Revenues (3110) xxx  
 Budgetary Control Summary (9100)  xxx 

 
 

85.15.25 
May 1, 1999 

Decrease estimated revenues for budgeted accounts 

 
 To record a decrease in estimated revenues due to documented changes in 

conditions: 
 
 Dr. Cr. 
Budgetary Control Summary (9100) xxx  
 Approved Estimated Revenues (3110)  xxx 
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85.15.30 

May 1, 1999 
Transfer unobligated allotments to reserve for 
budgeted accounts 

 
 To record the transfer to reserve status of the unobligated balance of 

approved allotments: 
 
 Dr. Cr. 
Approved Allotments (6210) xxx  
 Approved Reserves (6310)  xxx 

 
 

85.15.35 
May 1, 1999 

Re-allotment of amounts placed in reserve for 
budgeted accounts 

 
 To record the approved re-allotment of amounts previously transferred to 

reserve: 
 
 Dr. Cr. 
Approved Reserves (6310) xxx  
 Approved Allotments (6210)  xxx 

 
 

85.15.40 
May 1, 1999 

Revert unobligated allotments to unallotted status for 
budgeted accounts 

 
 To record the return of unobligated amounts previously allotted to an 

unallotted status: 
 
 Dr. Cr. 
Approved Allotments (6210) xxx  
 Approved Unallotted Appropriations (6110)  xxx 

 
 

85.15.45 
May 1, 1999 

Transfer unallotted legislative appropriations to 
reserve for appropriated accounts 

 
 To record approved transfers of unallotted legislative appropriations to 

reserve status for appropriated accounts: 
 
 Dr. Cr. 
Approved Unallotted Appropriations (6110) xxx  
 Approved Reserves (6310)  xxx 
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85.15.50 
May 1, 1999 

Transfer legislative appropriations placed in reserve 
to unallotted status for appropriated accounts 

 
 To record approved transfers of legislative appropriations previously 

placed in reserve to unallotted status for appropriated accounts: 
 
 Dr. Cr. 
Approved Reserves (6310) xxx  
 Approved Unallotted Appropriations (6110)  xxx 

 
 

85.15.55 
May 1, 1999 

Abolish or decrease legislative appropriations for 
appropriated accounts 

 
 To record legislative approval to abolish or reduce appropriations for 

appropriated accounts: 
 
 Dr. Cr. 
Approved Unallotted Appropriations (6110) xxx  
 Budgetary Control Summary (9100)  xxx 

 
 

85.15.60 
May 1, 1999 

Close of accounting period for budgeted accounts 

 
 To record closing entries for budgetary accounts at the end of the 

biennium: 
 
 Dr. Cr. 
Approved Unallotted Appropriations (6110) 
Approved Allotments (6210) 
Approved Reserves (6310) 
Budgetary Control Summary (9100) 

xxx 
xxx 
xxx 
xxx 

 
 
 
or xxx 

 Approved Estimated Revenues (3110)      xxx 
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85.20 
Revenue and Cash Receipts  

 
85.20.10 

July 1, 2009 
Collection and deposit of receipts 

 
85.20.10.a Receipt Forms 

 
 • Format - A standard cash receipt format is not prescribed as a state form. 

However, agencies are required to develop and adopt an official receipt 
form that satisfies their unique requirements. The form adopted is to be 
pre-numbered. At a minimum, the form is to provide for the following 
information: date, amount, mode of payment, and identification of the 
agency and the preparer. 

 
Machine generated receipts (e.g., cash register) and automated cashiering 
systems that provide the required control data are acceptable. Cash 
registers and automated cashiering systems should be configured to 
provide a receipt for the payee and a copy for the agency. 

 
 • Use - Collections made over the counter or in the field are to be 

documented by issuance of an official receipt or through cash registers or 
automated cashiering systems. Receipts are to be issued in numeric 
sequence and the numeric sequence is to be strictly controlled. It is not 
necessary to issue cash receipts for remittances received through the mail. 
In instances where a cash receipt is not required to be issued, other 
internal control procedures are to be established to ensure proper 
accounting. Refer to Chapter 20 of this manual for guidance related to 
internal control procedures. 

 
85.20.10.b Record of Cash Receipts - Agencies are to maintain daily cash receipt 

records reflecting all daily receipts by account and source. Where cash 
registers or automated cashiering systems are used, this could be the machine 
generated control tape or electronic daily transaction register. 
 

85.20.10.c Reconciliation of Cash Receipts - On a daily basis, collections are to be 
counted and reconciled with cash receipt records and local account deposit 
slips. Any differences between the deposits and records of receipts are to be 
investigated and resolved. 
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85.20.30 

July 1, 2003 
Non-revenue receipts 

 
 Agencies may receive monies that do not meet the definition of revenue 

contained in the glossary of this manual. Such receipts generally represent 
items such as recovery of expenditures, canceled warrants, refunds of 
forgeries, State Employees Insurance Board Insurance premium refunds, 
undistributed receipts, and interagency reimbursements. These amounts are to 
be classified and recorded as non-revenue receipts in the General Ledger. 
 
Receipts for recoveries of authorized current appropriation expenditures 
represent an offset to current appropriation allotment charges and are 
recorded either using Revenue Source Code 0902 “Recoveries of Current 
Appropriation Expenditures” or as a credit against the current appropriation 
expenditure that was originally charged. Entries needed to clear Revenue 
Source Code 0902 and adjust the current appropriation allotment charges are 
to be recorded at least monthly. 
 
Receipts for recovery of an expenditure charged against a prior appropriation 
are recorded with a credit to GL Code 3210 “Cash Revenues” using Revenue 
Source Code 0486 “Recoveries of Prior Expenditure Authority Expenditures” 
and do not offset current appropriation allotment charges. 
 

 
85.20.40 

July 1, 2001 
Proceeds from sale of property 

 
 The proceeds realized from the sale of property by the Department of General 

Administration under the provisions of RCW 43.19.1919 are remitted to the 
agency holding title to the property. The amount is to be deposited by the 
agency to the account from which such property was purchased or if such 
account no longer exists, into the General Fund. The following procedures 
apply to the recording of these proceeds: 
 

 If the net proceeds were included in the budget for new asset acquisition, the 
amount is to be recorded as reduction of the expenditures/expenses charged 
for the purchase of the new asset. Refer to Subsection 85.65.58 for illustrative 
entries. 
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 In governmental fund type accounts, unless specifically budgeted, the 

proceeds realized, if material, from the sale of surplus property are not to be 
used to reduce the expenditures related to current acquisitions. Absent 
specific inclusion in the budget, the net proceeds realized from the sale of 
surplus property are to be recorded as Revenue Source Code 0416 “Sale of 
Property - Other.” Refer to Subsection 85.60.50.a. 
 

 In proprietary and trust fund type accounts, the net of the sale proceeds and 
the removal of the capital asset and related accumulated depreciation is 
recorded as GL Code 3213 “Gain and Loss on Sale of Capital Assets” using 
Revenue Source Code 0418 “Gain or Loss on Sale of Capital Assets.”  Refer 
to Subsection 85.60.50.b. 
 

 
85.20.50 

May 1, 1999 
Undistributed receipts 

 
 Deposit of moneys is not to be delayed because of difficulty in determining 

account and source. Upon permission from the Office of the State Treasurer 
(OST), those receipts not immediately identifiable are to be deposited to 
Account 01R “Undistributed Receipts Account.”  Refer to Subsection 
85.24.70.a for an illustrative entry. 
 

 At a subsequent date when receipts deposited in the Undistributed Receipts 
Account are identified as to the source and account, a Journal Voucher 
document is to be submitted to OST, transferring these funds from Account 
01R, to the proper account and revenue source code. The Journal Voucher 
document is to be restricted to information pertaining to transfer of amounts 
from Account 01R to the proper account and not commingled with other 
transfer transactions. Refer to Subsections 85.24.70.b and c for illustrative 
entries. 
 

 
85.20.60 

July 1, 2009 
Receipts placed in suspense 

 
 If the daily receipts are identifiable by account, but cannot be immediately 

allocated to a specific revenue source code, the transaction is to be credited to 
the applicable account and classified as Revenue Source Code 0920 “Items 
Placed in Suspense.”  As soon as a determination can be made of the proper 
revenue source code(s), the agency is to clear the Revenue Source Code 
0920. Revenue Source Code 0920 is to have a zero balance at the end of the 
fiscal year.  
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 Receipts which are to be applied or refunded at a later date or moneys 

contingent on an unknown final disposition, and not subject to the 
Undistributed Receipts procedure above, are to be transmitted to the Office of 
the State Treasurer and deposited in the State Treasury by a credit to Account 
01P “Suspense Account.” 
 

 As soon as a determination can be made of the proper account or accounts to 
charge or credit for items placed in suspense, the agency is to clear the item(s) 
in the Suspense Account 01P. Refer to subsection 85.24.80 for illustrative 
entries.  
 

 
85.20.70 

May 1, 1999 
Refunds of revenue 

 
 In the event fees or other payments are collected and deposited by an agency 

that are subsequently determined to be erroneous or excessive, the agency 
may refund the overpayment. Refunds of revenues are to be in accordance 
with the provisions of RCW 43.88.170 and 43.01.072 through 43.01.075.  
 
Refunds may be made when there has been as error with respect to: 
 
• The amount of fee or payment collected; 
 
• The necessity of making or securing a permit, filing, examination or 

inspection;  
 
• The sufficiency of the credentials of the applicant; 
 
• The eligibility of the applicant for any other reason; and/or 
 
• The necessity for payment. 
 
Unless an appropriation exists for such a refund, it is to be accounted for as a 
reduction of the revenue initially credited upon receipt of the overpayment. 
 
No refund shall be authorized by a state agency where the amount is two 
dollars or less unless demand for the refund is made within six months of the 
overpayment. 
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85.20.80 

May 1, 1999 
Subsidiary records 

 
 Subsidiary records are to be used to record actual and estimated revenues by 

account and revenue source. In some cases, however, to allow for proper 
financial control and analysis, reporting revenues at a lower level may be 
required. Subsidiary records are to balance with general ledger control 
accounts. 
 

 
85.20.90 

June 1, 2005 
Deposit interest distribution by OST 

 
 The Office of the State Treasurer (OST) reports all interest earned on surplus 

cash balances for Treasury and Treasury Trust Accounts. The distribution of 
deposit interest is recorded in Agency 705, Treasurer's Deposit Income. The 
administering agency will receive, upon request, a copy of OST's journal 
voucher indicating the interest earnings distributed to the administering 
agency's account(s) in Agency 705. OST's journal voucher is for 
informational purposes and is not to be posted to the administering agency's 
records. 
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85.22 
Deposit Adjustments and Returned 
Payments 

 
85.22.10 

May 1, 1999 
About these procedures 

 
 These procedures cover items returned or adjustments made by the bank for 

the following reasons: 
 

• Non sufficient funds (NSF) checks 
• Missing signature(s) on check 
• Stop payment placed on check 
• Account closed 
• Deposit adjustment found during bank's proof process 
• Other reasons causing return of checks or adjustments to the state's 

bank accounts 
 

 
85.22.20 

July 1, 2008 
Documentation for deposit adjustments 

 
85.22.20.a An agency is to maintain adequate detail records to document a bank deposit 

adjustment. For deposit adjustments resulting in an amount due the state (e.g., 
NSF checks), document the following information in subsidiary records: 
 

• Name of maker and amount. 
• Date of check and bank upon which it was drawn. 
• The date of the initial deposit of the check subsequently returned and 

the Revenue Source and Sub-source (if applicable) codes or other 
account coding to which the check was initially credited.   

 
85.22.20.b For adjustments to cash in treasury/treasury trust accounts to reflect a 

returned item or bank adjustment, document the following:  
 

• The number identifying the Cash Receipt Journal Summary (A8-A) 
showing Office of the State Treasurer’s (OST) adjustment to cash in 
the bank to reflect the item returned or adjustment by the bank. 
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 • The date and coding of the subsequent redeposit of the returned item, if 

such subsequent collection is actually realized or the number 
identifying the Cash Receipt Journal Summary (A8-A) reflecting the 
subsequent redeposit. 
 

 Refer to further Subsection 85.54.52 for collection information related to 
NSF checks. 
 

 
85.22.30 

July 1, 2009 
Deposit adjustments - treasury and treasury trust 
accounts 

 
 For Treasury and Treasury Trust accounts, when notified by the bank that 

an adjustment has been posted to the state's bank account, OST will prepare a 
Cash Receipt Journal Summary (A8), in the name of the agency that initially 
deposited the returned item. OST will record the adjustment in Account 01P, 
“Suspense Account,” adjusting GL Codes 4310 “Current Treasury Cash 
Activity (OST Only)” and 7110 “Receipts In-Process.”  OST will send the 
agency a copy of the Cash Receipt Journal Summary along with the NSF 
check, deposited item returned, or Deposit Adjustment Notice. The deposit 
adjustment current document number will start with “ADJ.” 
 

 The agency is to record the deposit adjustment or returned check: 
 

• Using the Cash Receipts Journal Summary (A8) prepared by OST, 
clear receipts in process in Account 01P and establish a receivable for 
the amount of the returned item. Refer to Subsection 85.24.50 for an 
illustrative entry. 

 
• Clear the receivable in Account 01P by a journal entry adjusting the 

GL Code where the amount was originally recorded in the agency's 
operating account. This is normally revenue, but may be expenditure 
recovery or receivable liquidation. If a revenue, use either Revenue 
Source Code 0940 “Deposit Adjustments and Returned Checks” or the 
revenue source code used on the initial deposit. OST will clear 
Account 01P with the journal entry reflecting the adjustment. Refer to 
Subsection 85.24.50 for an illustrative entry.  

 
At fiscal year end, reclassify any residual balance in Revenue Source Code 
0940 to the appropriate asset, liability, revenue, or expenditure/expense GL 
code.  
 
Deposit subsequent collection of amounts for which a journal entry 
adjustment was posted with a Cash Receipt Journal Summary (A8). Refer to 
Subsection 85.24.60 for an illustrative entry. 
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85.30 
Encumbrances  

 
85.30.10 

July 1, 2008 
Encumbrance accounting 

 
85.30.10.a An encumbrance is a reservation of an expenditure authority for obligations 

or contracts for goods, materials, and/or services, which have been ordered 
but not yet received. Encumbrance accounting is only used in accounts 
subject to allotment. Encumbrance accounting ensures that expenditure 
authority will be available for recording the expenditure when the goods, 
materials or services are subsequently received. An agency may not obligate 
or encumber funds in excess of its expenditure authority. An encumbrance 
represents a commitment. It is not an expenditure.  
 

85.30.10.b Encumbrance accounting should be used to the extent necessary to assure 
effective budgetary control and accountability and to facilitate effective cash 
planning and control. Agencies are not required to encumber all items of 
expenditure. Agencies should encumber obligations or contracts with a 
material impact on their budgets. Costs such as utilities, rent, travel, salaries 
and wages, and employee benefits and taxes should not be encumbered. 
 

85.30.10.c Each encumbrance transaction is to be supported by complete documentation. 
The documentation may be in the form of the following:  Purchase 
Requisitions (A15-A); Purchase Orders (A16-A); Field Orders (A17-A); 
Printing Requisitions (A21-A); personal service contracts and/or other 
contracts entered into by an agency. The use of “dummy” or projected 
encumbrances as a method to avoid transfers to reserve or circumvent the 
allotment process is an improper application of encumbrance accounting and 
is not to be practiced. Subsection 85.42.20 shows illustrative entries to 
establish and liquidate encumbrances. 
 

85.30.10.d Encumbrances related to operating appropriations lapse at the end of the 
applicable appropriation period. Encumbrances related to capital 
appropriations lapse at the end of the biennium, unless reappropriated by 
the Legislature in the ensuing biennium. Encumbrances outstanding that 
relate to continuing appropriations at the end of the first fiscal year of a 
biennium and encumbrances outstanding that relate to capital 
reappropriations are reported as reservations of fund balance. Refer to 
Subsections 90.20.35 and 90.20.40. 
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85.32 
Goods and Services Expenditures  

 
85.32.10 

July 1, 2008 
Agency responsibilities 

 
 It is the responsibility of the agency head, or authorized designee, to certify 

that all expenditures/ expenses and disbursements are proper and correct. 
Agencies are responsible for processing payments to authorized vendors, as 
defined in Subsection 85.32.15, providing goods and services to the agency. 
Goods and services include but are not limited to products, services, 
materials, equipment, and travel reimbursements. Agencies are to establish 
and implement procedures following generally accepted accounting 
principles. At a minimum, agencies are also to establish and implement the 
following: 
 
1. Controls to ensure that all expenditures/expenses and disbursements are 

for lawful and proper purposes and recorded in a timely manner (refer to 
Chapter 20 of this manual for guidance related to internal control 
procedures), 

 
2. Procedures to ensure prompt and accurate payment of authorized 

obligations, and 
 
3. Procedures to control cash disbursements. 
 

 
85.32.15 

July 1, 2008 
Special definitions 

 
 Vendor - An entity selling a good or service to the State. Vendors include, 

but are not limited to, retail businesses, consultants, contractors, 
manufacturers, and credit card companies. A vendor may be an individual, 
corporation, non-profit organization, federal government, or federal agency, 
local government or local agency, another state or another state agency, a 
Washington state agency, or Indian nation. For travel reimbursement 
purposes, a vendor may include an employee, a board member, or volunteer. 
 

 Statewide Vendor - A vendor with a common vendor record maintained by 
OFM that can be used by any agency making a payment to that vendor. A 
Statewide Vendor (SWV) code is required for certain payment types (IAP and 
AFRS EFT to nonemployees). 
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85.32.20 

July 1, 2008 
Payment authorization 

 
85.32.20.a Goods and services are not to be ordered, contracted for, or paid for unless 

they are provided by authorized vendors and within the limitations prescribed 
by: 
 
• The Department of General Administration, Office of State Procurement, 

(RCW 43.19.190), or 
 
• The Department of Information Services (RCW 43.105.041), or 

 
• The Office of Financial Management, Personal Service Contracts 

(RCW39.29.065), or 
 
• Other statute. 

 
85.32.20.b Prior to payment authorization, agencies are to verify that the goods and 

services received comply with the specifications or scope of work indicated on 
the purchase or contract documents. Authorized personnel receiving the goods 
and services are to indicate the actual quantities received, services provided, 
deliverable submitted, etc. Refer to Chapter 15 Personal Service Contracts, 
and Chapter 16 Client Service Contracts. Refer also to Chapter 20 for 
guidance related to internal control procedures. 
 

85.32.20.c Agency heads or authorized designees are responsible for authorizing all 
expenditures/expenses. 
 

 
85.32.30 

July 1, 2009 
Payment processing documentation 

 
85.32.30.a At a minimum, payment processing documentation should include evidence 

of authorization for purchase, receipt of goods or services, and approval for 
payment. Agencies may utilize paper or electronic forms. The following 
documentation, or equivalent, is to be maintained: 
 

 Journal Voucher (A7-A) - This form can be used for interagency payments 
between treasury and/or treasury trust accounts, and to allocate or transfer 
costs between accounts, programs, and to record accruals and other 
adjustments to account balances, etc.  
 

 



85 85.32.30 
Accounting Procedures 

State Administrative & Accounting Manual Issued by:  Office of Financial Management 
 25 

 
 The Journal Voucher is also used to process non-AFRS electronic funds 

transfer (EFT) payments through the Office of the State Treasurer to outside 
vendors. Instead of Form A7-A, agencies are encouraged to use one of the 
A19 forms (refer below) with the Inter-Agency Payment (IAP) process. Refer 
to Subsection 85.36.20. 
 

 Purchase Requisition (A15-A) - A form used by agencies to request the 
Department of General Administration’s (GA) Office of State Procurement to 
order materials, supplies, and equipment or to request an amendment of a 
previous requisition. This form is used when an agency does not have general 
or specific authority to make the purchase or when the item does not fall 
within the statewide contracts. This form is available on the GA website at: 
http://www.ga.wa.gov/PCA/SL/ExternalForms/index.html. 
 

 Purchase Order (A16, A16-A) - A form issued by GA’s Office of State 
Procurement to order items approved on a purchase requisition (A15-A). This 
form is used by agencies to encumber, liquidate, and authorize payment for 
such purchase requisition requests. 
 

 Declaration of Emergency Purchase (A16-E) - A form used by agencies 
for emergency purchases under RCW 43.19.200 made for goods and services 
under the authority of GA in response to unforeseen circumstances beyond the 
control of an agency which present a real, immediate, and extreme threat to 
the proper performance of essential functions and/or may be reasonably 
expected to result in excessive loss or damage to property, bodily injury, or 
loss of life. Written notification must be submitted within three days of the 
purchase to the director of GA. This form is available on the GA website at: 
http://www.ga.wa.gov/PCA/SL/ExternalForms/index.html. 
 

 Field Order (A17-A, A17-1A) - A purchase document or order issued by an 
agency to a vendor in accordance with authority to make a delegated 
purchase. This form is used by agencies to encumber, liquidate, and authorize 
payment for such purchases. This form is available on the GA website at: 
http://www.ga.wa.gov/PCA/SL/ExternalForms/index.html. 
 

 Receiving Report - Partial Delivery (A18, A18-A) - A form used by 
agencies to document and authorize payment for partial deliveries of goods or 
services ordered by a single Purchase Order (A16-A) or Field Order (A17-A). 
 

 

http://www.ga.wa.gov/PCA/SL/ExternalForms/index.html�
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 Invoice Voucher (A19-1A) - A form used by agencies to substantiate and 

authorize payment when a Purchase Order (A16-A) or Field Order (A17-A) 
is not involved and where vendor invoices are not employed. The Invoice 
Voucher is to be signed by the vendor on the space provided. This form is 
used to produce warrants, pay by means of the Agency Financial Reporting 
System (AFRS) EFTs, or to create payments through the Inter-Agency 
Payment (IAP) process. Refer to Section 85.36.20. This form is available on 
the GA website at: 
http://www.ga.wa.gov/PCA/SL/ExternalForms/index.html.  
 

 Voucher Distribution Form (A19-2, A19-2A) - A form used by agencies to 
substantiate and authorize payment when a Purchase Order (A16-A) or Field 
Order (A17-A) is not involved but where vendor invoices are employed. This 
form is used to produce warrants, pay by means of AFRS EFTs or to create 
payments through the Inter-Agency Payment (IAP) process. Refer to 
Subsection 85.36.20. A voucher distribution form is available on the GA 
website at: http://www.ga.wa.gov/PCA/SL/ExternalForms/index.html.  
 

 Refund Voucher (A19-3) - A form used by agencies to process refunds of 
revenues received in excess of the amount owed or received in error by the 
state. 
 

 Travel Expense Voucher (A20-A, A20-2A) - Form A20-A is used by 
agencies to substantiate and/or authorize payment of travel costs for state 
employees. In the absence of a vendor relationship, this form can also be used 
to substantiate and/or authorize payment of travel costs for non-state 
employees such as prospective employees; individuals who serve on boards, 
commissions, councils, committees, and task forces; volunteers and other 
individuals who are authorized to receive travel expense reimbursement. 
When a vendor relationship exists and the A20-A is used by non-state 
employees to substantiate travel costs, it must be attached to an Invoice 
Voucher (A19-1A) to authorize payment. A travel expense voucher form is 
available on the GA website at: 
http://www.ga.wa.gov/PCA/SL/ExternalForms/index.html.  
 
Form A20-2A is only used for reimbursing travel expenses of commission 
members who are reimbursed on a per diem basis. 
 
Agencies may use an electronic travel reimbursement system, such as the 
Travel & Expense Management System (TEMS), as long as it provides 
information equivalent to that provided on a travel expense voucher. 
 

 

http://www.ga.wa.gov/PCA/SL/ExternalForms/index.html�
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 Printing Requisition (A21-A) - A form used by agencies to order, 

encumber, liquidate, and authorize payment for goods and services from the 
Department of Printing. This form is available on the Department of Printing 
website at: www.prt.wa.gov.  
 

 Copy Center Request Form (A24) - A form used by agencies to order, 
encumber, liquidate, and authorize payment for copy services from the 
Department of Printing This form is available on the Department of Printing 
website at: www.prt.wa.gov.  
 

85.32.30.b Purchasing documents used internally by agencies having local purchasing 
authorities are to meet the criteria of the forms noted above. There is no 
standard internal purchase request form; however, agencies are encouraged to 
develop and utilize an internal request form to enhance internal control over 
requisitions. Refer to Chapter 20 of this manual for internal control 
procedures. 
 

 
85.32.40 

July 1, 2008 
Payment processing 

 
85.32.40.a The following information, at a minimum, is to be indicated either on the 

disbursement documentation or in an automated system for compliance with 
federal regulatory agencies and internal control policies: 
 
Privacy Notice: Safeguarding and disposition of personal information 
collected for payment processing must be consistent with Executive 
Order 00-03, April 25, 2000; and RCW 42.17.310. 
 

• Payee name and address in compliance with U. S. postal regulations; 
 
• Unified Business Identifier (or other vendor approved identifier), as 

applicable; 
 

• Taxpayer ID Number (TIN) as per IRS publication 1220 and IRS 
Bulletin 1990-31, as applicable; 

 
• Voucher number; 

 
• Appropriate account code distribution; 

 
• Date the goods were received or the services were provided; 

 
 

http://www.prt.wa.gov/�
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 • Signature of receiver or contract manager approval; 
 
• Receipt date of invoice; 

 
• Invoice number, if available; 

 
• Total amount of invoice; 

 
• Invoice date; 

 
• Discount or other terms; and 

 
• Date of payment. 

 
85.32.40.b Agencies are to establish procedures which verify the mathematical accuracy 

of all documents and ensure that charges are properly recorded to the 
appropriate accounts. 
 

85.32.40.c Disbursement documents should be reviewed for the following, as applicable: 
 

• Written approval by the agency head or authorized designee 
authorizing payment appears on the disbursement document. 

 
• The payment is being processed to the correct vendor. 

 
• Quantities indicated on the invoice agree with those documented as 

received on the receiving report. 
 

• Unit prices on the invoice agree with those indicated on the 
disbursement document. 

 
• Contractor rates agree with the contract document. 

 
• Extensions and footings are correct. 

 
• Correct account code distributions are indicated. 

 
• Interest for late payment, upon billing, is properly documented and 

computed. 
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85.32.40.d Disbursement documents approved for payment are to be arranged in a batch 

for warrant and warrant register processing within the following constraints: 
 

• The documents are to be assigned sequential voucher numbers. 
 
• A batch header, document transmittal, or equivalent which includes 

the total amount of the payments should be prepared and approved. 
 

85.32.40.e Encumbered balances associated with any expenditures are to be 
appropriately liquidated. Refer to Subsection 85.42.20.b for an illustrative 
entry. 
 

85.32.40.f Balances in GL Code 6505 "Accrued Expenditures/Expenses" associated 
with any cash expenditure disbursements are to be appropriately reversed. 
 

85.32.40.g The number of payments to a vendor is to be kept to a minimum by 
processing the maximum number of invoices with a single payment. 
 

85.32.40.h Agencies can use petty cash imprest accounts where effective in complying 
with prompt payment requirements and efficiency of operation can be 
demonstrated. Refer to Subsection 85.50.50 for petty cash policies and 
procedures. 
 

 
85.32.50 

July 1 , 2008 
Timing of payment 

 
85.32.50.a Agencies are to establish procedures to ensure timely, accurate, and cost 

effective payment of obligations to vendors. An agency's payments will be 
considered timely when its records show that the agency pays 95 percent or 
more of its obligations to vendors by the due date defined below. Agencies are 
to maximize effective cash management by paying as close to the due date as 
workable.  
 
Special attention is to be given to the following: 
 

 • Due Dates - Vendor payments are to be made by the due date. Due 
dates for payments are established by the terms of the purchase 
document, invoice, or contract between the agency and vendors. If the 
purchase document or contract is silent concerning terms or there is no 
written authorizing document, the terms are net 30 days. The 30 days, 
or other terms, begin upon receipt of the goods or services or a 
properly completed invoice, whichever is later.  
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 As prescribed in RCW 39.76, agencies are required to pay interest at 

the rate of one percent per month on past due amounts when invoiced 
and there are not other exceptions. Due dates are postponed in the case 
of disputes. Refer to disputes below. 

 • Discounts - Discounts offered by vendors are considered in 
evaluating competitive bids; failure to earn such discounts through 
prompt payment increases the effective price to the state. Agencies are 
to pay all obligations in time to take advantage of the maximum 
discounts offered by vendors. 

 • Partial Payments - When agencies accept partial delivery of goods 
or services without reservation, prompt payment is to be made for the 
goods or services received upon receipt from the vendor of a properly 
completed invoice or in accordance with purchase document or 
contract terms covering the partial delivery. 

 • Disputes - Prompt and proper notification to a vendor of receipt of 
unsatisfactory goods or services or an incorrect invoice defers the due 
date. The due date is recalculated from the date the problem is 
resolved. Proper authorization is required when material changes are 
made. 

 
85.32.50.b Maintenance Services Contracts - Pursuant to RCW 43.88.160(5), under 

certain conditions, payments for equipment maintenance services may be 
made up to twelve months in advance. 
 

85.32.50.c Postage, Books and Periodicals - Pursuant to RCW 42.24.035, agencies 
may make payment for the costs of postage, books and periodicals in a 
manner consistent with normal business practices, but in the case of 
subscriptions, for periods not in excess of three years. 
 

 
85.32.60 

June 1, 2002 
Rapid invoice processing 

 
 The use of Rapid Invoice Processing (RIP) is encouraged to reduce the costs 

of processing payments for small and/or routine transactions. With RIP: 
 

• Confirmation of the receipt of goods and services is kept at a 
decentralized location instead of being forwarded to the payment 
office to be filed with the payment documents. 
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 • Requests for payments are processed centrally and scheduled for 

payment. 
 
• The risks associated with using RIP are mitigated through 

compensating controls, such as providing the decentralized location 
the opportunity to intervene in the payment process prior to the 
scheduled payment date.  

 
The level/type of payments subject to RIP procedures is to be established 
carefully at the agency level to ensure that a more positive system of control, 
such as centralized matching of signed receiving reports with requests for 
payment, exists to cover large and/or non-routine transactions. Advance 
written authorization is to be obtained from OFM for the use of RIP. Requests 
for authorization should identify the level and type of payments proposed for 
RIP procedures and the processes that will be used to mitigate the risks of 
using RIP. 
 

 
85.32.70 

May 1, 1999 
Purchase card 

 
 State law, RCW 43.19.185 and 28B.10.029, authorizes agencies to use credit 

cards and similar devices to make purchases under specific terms and 
conditions. Refer to Chapter 45 for purchase card policies. 
 

 
85.32.80 

July 1, 2001 
Waste recycling procedures 

 
 Agencies are to record receipts and disbursements resulting from agency 

operated waste reduction and recycling programs not operated through the 
Department of General Administration (refer to RCW 70.95c.110), as 
follows: 
 

85.32.80.a Revenues derived through an agency operated recycling program are to be 
deposited into the account that supports the recycling effort as either a 
miscellaneous revenue or a recovery of expenditures to the extent of 
expenditures for the program. 
 

85.32.80.b When the revenues exceed the expenditures identified with the recycling 
program, they are to be allocated on a proportional basis to the accounts that 
originally purchased the recycled materials. 
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85.34 
Payroll and Other Related Activities  

 
85.34.10 

July 1, 2008 
Payroll 

 
85.34.10.a Amounts owed to employees for work, labor, or services performed are to be 

recorded as expenditures/expenses in the accounting period (month) that the 
duties are performed. The expenditures/expenses are recorded in the operating 
account and the liability for the payroll and related benefits is recorded in the 
appropriate payroll revolving accounts. 
 

85.34.10.b Account 035 “State Payroll Revolving Account” was created in the State 
Treasury for the purpose of disbursing salaries and other payroll related 
liabilities. 
 

85.34.10.c In the operating account, the entry to charge payroll debits GL Code 6510 
“Cash Expenditures/Expenses” with the appropriate subobject within Object 
A for actual salaries and Object B for related fringe benefits. The liability for 
the payroll and related fringe benefits is recorded in the following GL Codes: 
 

• 5124 - Accrued Salaries and Fringe Benefits Payable, 
• 5181 - Employee Insurance Deductions Payable, 
• 5187 - Industrial Insurance and Medical Aid Deductions Payable, 
• 5188 - Savings Bond Deductions Payable, 
• 5189 - Garnishment Deductions Payable, and 
• 5199 - Other Liabilities. 

 
Refer to Subsection 85.42.40 for illustrative entries. 
 

85.34.10.d Prepare monthly reconciliations of all payroll revolving accounts on a timely 
basis to ensure balances within these accounts are correct. These accounts 
include Accounts 035 and 790 “College Clearing Account,” and any other 
authorized account used for payroll related disbursements.  
 

85.34.10.e Section 25.20 contains administrative procedures to be followed when 
processing payroll. 
 

 



85 85.34.20 
Accounting Procedures 

State Administrative & Accounting Manual Issued by:  Office of Financial Management 
33 

 
85.34.20 
October 1, 2008 

Shared leave 

 
85.34.20.a The Shared Leave Program enables a state employee to donate annual, sick, 

and personal holiday leave to another state employee who: 
 
• Is suffering from or has a relative or household member suffering from 

an extraordinary or severe illness, injury, or impairment, 
 
• Has been called to service in the uniformed service, 

 
• Is a victim of domestic violence, sexual assault or stalking, or 

 
• Has needed skills to assist in responding to an emergency declared 

anywhere in the U.S.A. by the federal or any state government, and the 
employee is volunteering with a governmental agency or nonprofit 
organization to provide humanitarian relief in the devastated area. 

 
Refer to RCWs 41.04.650 through 670. After approval from agency head or 
authorized designee, transfer of leave between employees is to be recorded in 
the accounting and payroll systems in such a way as to allow for statewide 
reporting of shared leave activity. 
 

85.34.20.b For shared leave transfers between employees within an agency and within 
the same account, no transfer of cash is involved. The entry is to debit GL 
Code 6510 “Cash Expenditures/Expenses” with Subobject BT “Shared Leave 
Provided - Sick Leave,” BU “Shared Leave Provided - Personal Holiday,” 
and BV “Shared Leave Provided - Vacation Leave,” as applicable, and to 
credit the same general ledger code with Subobject BW “Shared Leave 
Received.” Refer to Subsection 85.42.50.a for an illustrative entry. 
 

85.34.20.c Shared leave donations between accounts and/or agencies require transfer of 
cash from one account and/or agency to the other. In the donor's agency and 
account, the entry is to debit GL Code 6510 “Cash Expenditures/Expenses” 
with Subobject BT, BU, and BV, as applicable, and to credit the appropriate 
cash GL code. In the donee's agency and account, the entry is to debit the 
appropriate cash GL code and to credit GL Code 6510 “Cash 
Expenditures/Expenses” with Subobject BW. Refer to Subsection 85.42.50.b 
for illustrative entries. 
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85.34.40.b If the employee is continuing on payroll, process the recovery of the gross 

salary overpayment as a reduction to gross pay through the payroll system. 
Refer to Section 25.80. In most cases, this process will automatically adjust 
all the reductions for gross pay and the related employer costs. 
 

85.34.40.c If the employee has been terminated from the payroll system and no future 
salary payments are anticipated, a manual recovery of both the employee 
overpayment and employer costs is necessary. The steps are as follows: 
 

 1. Recover from the employee the overpaid net pay plus any deductions that 
cannot be recovered by the agency from the applicable vendors. Each 
deduction recovery will depend on the vendor involved and if the 
deduction actually has been distributed.  

 
 2. Follow Internal Revenue Service procedures for recovery of income tax 

withholding, social security, and Medicare for both the employee and 
applicable employer shares. 

 
 3. Deposit current appropriation expenditure recoveries of net pay and 

deductions, or employer costs, to the account(s) where the employee was 
charged, crediting GL Code 6510 “Cash Expenditures” using the same 
Object A, B, or N series charged for the wage overpayment. Refer to 
Subsection 85.42.70.a for an illustrative entry. 

 
 4. Decrease the full time equivalents (FTEs) for the number of hours 

associated with the overpayment if excess paid hours caused all or a part 
of the overpayment. Refer to Subsection 85.42.70.b for an illustrative 
entry. 

 
85.34.40.d Refer to Subsection 85.20.30 regarding the coding of receipts for recovery of 

salary and benefit expenditures charged against a prior appropriation.  
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85.36 
Disbursement Processing  

 
85.36.10 

July 1, 2000 
Agency disbursement processes 

 
 Agency disbursement processes should minimize the cost of making 

disbursements by using the most cost effective means available. To optimize 
cash management, agencies should minimize early payments unless the early 
payments result in vendor discounts. 
 

 
85.36.20 

July 1, 2009 
Disbursement mechanisms 

 
 Disbursement mechanisms available to state agencies include: 

 
 • Treasury Warrants - Refer to Subsection 85.36.30. 

 
 • Local Checks - Refer to Subsection 85.36.40. 

 
 • EFT Payments are electronic fund transfers from a state bank account to 

a payee's account at their designated financial institution. An EFT is 
accomplished using the Automated Clearing House (ACH) Network, or 
by wire transfer. EFT payments should be used, if possible, for payments 
from treasury-type accounts to local accounts. 

 
 o AFRS EFT payments are electronic fund transfers that originate in 

the Agency Financial Reporting System (AFRS). The EFT payment 
information is processed nightly and communicated electronically to 
OST, who passes the information to the state’s Automated Clearing 
House (ACH) operator. The effective date of these payments is the 
third working day after initial processing. 

 
Any agency entering transactions into AFRS may issue EFT payments 
by utilizing statewide vendors. Agencies are responsible for including 
correct, meaningful remittance information (in the invoice number, 
invoice date, account number, and vendor message fields) so vendors 
can post payments accurately. 

 



85 85.36.20 
Accounting Procedures 

State Administrative & Accounting Manual Issued by:  Office of Financial Management 
37 

 
 o OST EFT payments are electronic fund transfers from treasury and 

treasury trust accounts that originate at the Office of State Treasurer 
(OST). Agencies must inform OST and send an EFT JV at least by 
12:00 noon the day before the effective date of the transfer. The 
effective date is the day funds will be transferred between bank 
accounts, and must be noted on the EFT JV. 
 
In cases where an agency prepares an ACH tape (or file) for OST, the 
tape (file) must be available to the treasurer no later than two 
working days before the effective date of the transfer. The EFT JV 
must be to OST the day before the effective date. 

 
 • Inter-Agency Payments (IAP) is the preferred method to pay other state 

agencies or to allocate or transfer costs between accounts, programs, etc., 
within an agency when both the paying and receiving accounts are either 
treasury or treasury trust accounts. 

 
 • Interfund Transfers (IFT) is the preferred method in AFRS for 

transferring cash between treasury and/or treasury trust accounts within 
the same agency. IFT transactions are used during the fiscal year to 
allocate or transfer costs between accounts, within an agency when both 
the paying and receiving accounts are either treasury or treasury trust 
accounts. IFT transactions are not valid in the adjustment months of 99 
and 25. 

 
 • Journal Vouchers (JV payments) are to be used to generate EFT 

payments through the Office of the State Treasurer to accounts outside 
the State Treasury. JVs are also used to transfer funds between agencies 
and between treasury and/or treasury trust accounts. Refer to Section 
85.90 Interfund/Interagency Activities. 

 
 • State Charge Card System is negotiated by the Department of General 

Administration (GA) under a single vendor contract. It includes the 
Central Travel Account, the Charge Card (purchase card), the One Card 
(combination purchase and travel card), and the Motor Vehicle Rental 
Card. Agencies must comply with the Charge Card Services contract. 

 
For further information about the state charge card system or to view 
specific contract requirements, contact GA’s Office of State Procurement 
(OSP) or go to: www.ga.wa.gov/pca/visaprogram.htm. 

 
 

http://www.ga.wa.gov/pca/visaprogram.htm�


http://www.ga.wa.gov/pca/fuelcardprogram.htm�
http://search.leg.wa.gov/wslrcw/RCW%20%2043%20%20TITLE/RCW%20%2043%20.%2019%20%20CHAPTER/RCW%20%2043%20.%2019%20.185.htm�
http://search.leg.wa.gov/wslwac/WAC%20236%20%20TITLE/WAC%20236%20-%2048%20%20CHAPTER/WAC%20236%20-%2048%20-250.htm�
http://www.ga.wa.gov/mp/Services.htm#Maintenance�
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 • Vendor's Remittance Advice - A document used to accompany each 

payment (EFT, IAP or warrant) to notify the payee of what is being paid. 
The Vendor's Remittance Advice is to reference the payment number, the 
invoice number, and other vendor information, as appropriate. 
 
The vendor’s remittance advice for EFTs is emailed or mailed to vendors 
by Consolidated Mail Services. Agencies receiving IAPs receive an email 
notification. 

 
 • Outstanding Warrant Record - The document used to record warrants 

issued by the agency which are not yet redeemed by OST, canceled by the 
agency, or canceled by statute of limitation. 

 
85.36.30.c The validated warrants are returned to the agency by OST or, if authorized by 

OST, by the Department of Information Services (DIS). Copies of the 
Warrant Register Summary (A1) and the Warrant Register Detail (A1) are 
sent to the agency by DIS. Inserted warrants and their remittance advices are 
forwarded to Consolidated Mail Services for direct mailing to vendors.  
 

85.36.30.d Upon receipt of the warrants, agencies are responsible for promptly 
forwarding warrants to the vendor or authorized payee. 
 

85.36.30.e The validated warrant and vendor copy of the Vendor’s Remittance Advice 
are to be released only to the vendor or other authorized payee. 
 

85.36.30.f The agency is to maintain the Warrant Register Summary (A1), Warrant 
Register Detail (A1) and a copy of the Vendor's Remittance Advice (A2) 
along with the detail source documents in accordance with record retention 
policies. 
 

85.36.30.g A payment file by vendor (payee) is to be maintained. Agencies should have 
procedures in place to detect and avoid duplicate payments to vendors. 
 

 
85.36.40 

July 1, 2008 
Local account requirements 

 
85.36.40.a The following documents are generated when processing Local Account 

disbursements: 
 

 • Check - The payment instrument used for each invoice voucher or other 
evidence of indebtedness. 
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 • Vendor's Remittance Advice - The document used to notify the payee 

of what is being paid. The Vendor's Remittance Advice is to reference the 
check number and the invoice number as appropriate. 

 
85.36.40.b Agencies are to maintain a file (may be in electronic form) containing copies 

of Vendor's Remittance Advices for each check. 
 

85.36.40.c A payment file by vendor (payee) is also to be maintained. Agencies should 
have procedures in place to detect and avoid duplicate payments to vendors.  
 

85.36.40.d The signed check and vendor copy of the Vendor's Remittance Advice are to 
be released only to the vendor or other authorized payee. 
 

 
85.36.50 

May 1, 1999 
Recording 

 
85.36.50.a The approved Warrant Register Summary (A1) or local account Check 

Register constitutes the basis for recording expenditures/expenses. 
Expenditure/expense transactions are to be recorded in the General Ledger 
and the Subsidiary Allotment and Expenditure/Expense Ledgers. Refer to 
Subsection 85.42.30 for an illustrative entry to record expenditure/expense 
disbursements. 
 

85.36.50.b The following information, at a minimum, is to be recorded in the Subsidiary 
Allotment and Expenditure/Expense ledgers: 
 

 • Warrant and/or Check Register Date; 
 • Warrant and/or Check Register Number Reference; 
 • Voucher Number Reference; 
 • Appropriate Expenditure Coding; and 
 • Amount of Disbursement. 
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85.38.30 

July 1, 2009 
Redeemed warrants reported as lost or destroyed 

 
 When a redeemed warrant has been reported as lost or destroyed, OST is to 

send a copy of the redeemed warrant to the agency. The agency is to notify 
the legal owner that the warrant has been redeemed. A copy of the 
redeemed warrant and a blank “Affidavit of Forged Endorsement,” are to 
be included with this notification. Refer to form included in this 
subsection. 
 

85.38.30.a Forged Endorsement 
 

85.38.30.a.(1) If the legal owner claims the endorsement is a forgery, the legal owner is 
required to complete the “Affidavit of Forged Endorsement.” Refer to form 
included in this subsection. The affidavit must be notarized. 
 

85.38.30.a.(2) After receipt of the signed “Affidavit of Forged Endorsement,” the agency 
is to compare the signature on the redeemed warrant to the signature on the 
affidavit. If forgery is questionable, the agency is to investigate further until 
it is resolved whether or not the warrant has a forged endorsement. If 
forgery is determined or is obvious, the following procedures apply: 
 

 • The signed “Affidavit of Forged Endorsement” is to be sent to OST. 
OST is to return the forged warrant to the bank for credit. 

 
 • OST is to record collection of the bank credit on a Cash Receipts 

Journal Summary (A8) by debiting GL Code 4310 “Current Treasury 
Cash Activity (OST Only)” and crediting GL Code 7110 “Receipts In-
Process.” OST is to send a copy of the A8 to the issuing agency. 

 
 • The agency is to utilize the A8 received from OST to record the 

collection of the bank credit. The agency is to debit GL Code 7110 
“Receipts In-Process” and credit GL Code 5199 “Other Liabilities.” 
Refer to Subsection 85.42.95.a for an illustrative entry. 

 
 • When the warrant is reissued, the agency is to debit GL Code 5199 

“Other Liabilities.” Refer to Subsection 85.42.95.b for an illustrative 
entry. 
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85.38.30.b Endorsement Not Forged 

 
If the signature on the original warrant is not a forgery, the warrant is not to 
be reissued. 

 
If the warrant is reissued and the original warrant is subsequently found, 
the legal owner must: 
 

• Return the original warrant, or 
 

• Repay the state the amount of the warrant if both the original and 
the replacement warrant are cashed. 
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85.38.40 

July 1, 2009 
Statutorily canceled warrants 

 
85.38.40.a Cancellation of Warrants: 

 
85.38.40.a.(1) As prescribed in RCW 43.08.062, the Office of the State Treasurer (OST) 

is required to cancel warrants which have not been presented for payment 
within 180 days from the date of issue. 
 

85.38.40.a.(2) Agencies are advised to monitor the Aged Outstanding reports in the 
OST’s Treasury Management System (TM$) on a regular basis. Contact 
OST for access to TM$. Agencies may want to notify the payee that state 
law requires outstanding warrants to be canceled after 180 days.  
 

85.38.40.a.(3) A list of Statute Of Limitations (SOL) canceled warrants is available in 
TM$ for agency review. This list includes warrant number, date issued, and 
amount.  
 

85.38.40.a.(4) Agencies are to maintain a log of statutorily canceled warrants. If this 
information is requested in accordance with the Public Record Act, RCW 
42.17.260, pursuant to subsection (9) of this act, agencies are to ensure this 
information will not be used for commercial purposes. To this end, before 
releasing this information, agencies are to have the “Affidavit to Release 
Outstanding or Cancelled Warrants” signed by those requesting a copy of 
the log of statutorily canceled warrants. Refer to form included in this 
subsection. Information related to statutorily canceled warrants might 
contain personal information about citizens. 
 
Privacy Notice: Safeguarding and disposition of personal information 
must be consistent with Executive Order 00-03, April 25, 2000; and 
RCW 42.17.310. 
 

85.38.40.a.(5) At the same time that OST runs its SOL process, AFRS automatically 
generates cancellation transactions for all SOL warrants (both AFRS and 
non-AFRS generated warrants) and holds them for agency review and 
release. Instructions regarding disposition of these funds are contained in 
Subsection 85.38.50. 
 
In lieu of the automated process, an agency may prepare a journal voucher 
(JV) (A7-A) to clear their In Process. The JV should debit GL Code 7130 
“Warrant Cancellations In-Process” and credit GL Code 5194 “Liability for 
Canceled Warrants/Checks.” Refer to Subsection 85.42.85 for illustrative 
entries. 
 
The JV for SOL warrant cancellations should not be sent to OST. 
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85.38.40.b Reissue of Statutorily Canceled Warrants  

 
85.38.40.b.(1) As prescribed in RCW 43.08.062, an agency may issue a new warrant for a 

statutorily canceled warrant presented for payment. 
 

85.38.40.b.(2) Statutorily canceled warrants presented to OST for payment are to be sent 
to the issuing agency (i.e., warrant items sent on collection). 
 

85.38.40.b.(3) When a statutorily canceled warrant is reported as lost or destroyed, an 
agency may issue a new warrant. If the issuing agency determines to 
reissue the statutorily canceled warrant, the agency is to issue a new 
warrant payable to the legal owner of the statutorily canceled warrant. The 
re-issuance is to be recorded in AFRS, so as to reduce the liability (GL 
Code 5194). 
 

85.38.40.b.(4) If the issuing agency determines not to reissue the warrant, a letter 
explaining the reason for disallowance is to be sent to the legal owner  
 

85.38.40.b.(5) OST is responsible for controlling statutorily canceled warrants. If an 
agency gains possession of a statutorily canceled warrant, it is to be sent to 
OST for destruction. Refer to Subsection 85.38.80 for further information 
on warrant voiding and destruction procedures.  
 

85.38.40.b.(6) Agencies are to maintain a log of reissued statutorily canceled warrants. 
This log is to reference, or be incorporated within, the log of statutorily 
canceled warrants (refer to Subsection 85.38.40.a.(4)) and contain the 
following for both the original and the reissued warrant: warrant number, 
warrant register, date of issue, and amount. 
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85.38.50 

May 1, 1999 
Liability for canceled warrants/checks 

 
85.38.50.a GL Code 5194 “Liability for Canceled Warrants/Checks” is to be used to 

record obligations for canceled warrants and checks for which proper 
disposition has not yet been determined. 
 

85.38.50.b RCW 63.29, the Uniform Unclaimed Property Act, applies to the 
outstanding liability for canceled warrants/checks. For methods of 
reporting and remitting, contact the Department of Revenue, Unclaimed 
Property Section. Canceled payroll warrants/checks that remain unclaimed 
for more than one year are considered abandoned. All other intangible 
property in the custody of the state is considered abandoned after two 
years. Agencies are to develop procedures for systematically reviewing 
canceled/outstanding warrants and checks and remitting “abandoned 
property” to the Department of Revenue. Refer to Subsection 85.74.30 for 
further discussion related to Department of Revenue accounting for 
unclaimed property. 
 

 
85.38.60 

July 1, 2009 
“X” warrants 

 
85.38.60.a If a warrant was destroyed prior to being mailed, an “X” warrant may be 

issued to replace the warrant. Agencies preparing “X” warrants are to 
utilize the Department of Information Services (DIS) on-line system. The 
“damaged” warrant must be delivered and turned over to DIS before the 
“X” warrant will be released. The agency will need to get system access 
from DIS as well as detail procedures to create an “X” warrant. The “X” 
warrant is to be “MICR encoded” by OST and included with the batch of 
warrants. The “X” warrant is to be input by the agency exactly the same as 
the original warrant. If a warrant is lost or destroyed after being mailed, the 
procedures at Subsection 85.38.20 apply. 
 

85.38.60.b Agencies preparing “X” warrants are to maintain a log containing the 
following “X” warrant information: 
 

 • Agency number; 
 • Warrant date; 
 • Original warrant number; 
 • “X” Warrant number; 
 • Warrant register number; 

 • Signature of the individual who input the “X” warrant; and 
 • Date the “X” warrant was prepared. 
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85.38.70 

June 1, 2004 
“X” and blank state warrant stock control procedures 

 
85.38.70.a To control the receipt, issue, and inventory of blank warrants, the 

procedures outlined below are to be followed. Both regular warrants and 
“X” warrants are to be controlled in the same manner. Only DIS will have 
custody of and responsibility for “X” warrant stock. 
 

85.38.70.b All blank warrants are to be kept locked in a climate controlled storage area 
and under the control of a designated custodian or designated alternate 
custodian. The designation of the custodian and alternate is to be in 
writing. Access to the blank warrant stock is to be limited to the designated 
custodian and the alternate. 
 

85.38.70.c Warrants are standard items stocked by the State Printer. OST and the State 
Printer have responsibility for the issuance of blocks of warrants to 
agencies. Agencies are to establish reasonable inventory and reorder levels 
and follow normal ordering procedures for procurement of blank warrant 
stock. When warrants are received from the State Printer, the designated 
custodian or the alternate is to record the following information on an 
appropriate control form: 
 

 • The date received; 
• Quantity received; 
• Inclusive serial numbers; and 
• The new balance on hand. 
 

85.38.70.d When warrants are required from the locked storage, standardized 
requisition forms are to be used and signed by the individual requesting the 
warrants. In addition, the designated custodian or the alternate is to record 
the following information on the control form: 
 

 • The date issued;  
 • Quantity issued; 
 • Inclusive serial numbers;  
 • Name of the individual receiving the blank warrants; and 
 • The new balance on hand. 
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85.38.70.e A record is to be maintained of all voided warrants. This record is to 

include the following: 
 

 • The date voided; 
 • The serial number(s);  
 • Quantity voided and reason for voiding; and 
 • Initials of individual taking action. 

 
 Refer to Subsection 85.38.80 - Warrant voiding and destruction 

procedures. 
 

85.38.70.f A physical count of the blank warrant stock is to be performed periodically 
as necessary to maintain an effective system of internal control over the 
blank warrant stock. The physical count is to be performed by an individual 
other than the designated custodian or the alternate. The physical count is 
to be a blind count (i.e., the individual performing the count is not provided 
with the book quantity). Standardized forms to record the physical count 
are to be developed and used. The individual performing the physical count 
is to sign each form used to record the physical count. The forms are to be 
promptly completed and furnished to a designated supervisor who is to 
perform the inventory reconciliation. Standardized inventory reconciliation 
forms are to be developed and used. The inventory reconciliation form is to 
show the following: 
 

 • Date of physical count;  
 • Date the reconciliation form is completed;  
 • The book quantity as of the date of physical count; 
 • The physical count; and 
 • The name of the person performing the inventory.  

 
 If the physical count agrees with the book quantity, then certification of this 

fact, signed by the supervisor, is to be recorded on the inventory 
reconciliation form. If there is a variance between the book quantity and the 
physical count, a second physical count is to be conducted immediately by 
the supervisor or other party if the supervisor is the designated custodian or 
alternate. If a variance still exists, the situation is to be reported to the 
agency head and the agency is to follow procedures for a suspected loss. 
Refer to Section 20.30, Suspected losses of public funds or property. 
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85.38.80 

June 1, 2004 
Warrant voiding and destruction procedures 

 
 Warrants to be voided or destroyed are to be controlled by OST and DIS. 

OST and DIS are to develop and implement written procedures for voiding 
and destroying signed warrants. Warrants that are to be destroyed must be 
sent to OST for destruction.  
 

 
85.38.90 

May 1, 1999 
Local check control procedures 

 
 Agencies with local accounts are to develop and implement written 

procedures for controlling local checks. Procedures should provide for 
adequate internal control as prescribed in Subsection 85.38.70. Additional 
guidance on internal control can be found in Chapter 20. 
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85.40 
Belated and Sundry Claims  

 
85.40.10 

July 1, 2001 
Belated claims 

 
85.40.10.a Belated claims are obligations of appropriated accounts for goods and 

services which were received on or before June 30 but were not accrued in the 
concluding appropriation period. Shortages in estimated accrued 
expenditures/expenses are also treated as belated claims of the prior 
appropriation period. 
 

85.40.10.b All belated claims are coded and charged as current appropriation 
expenditures. 
 

85.40.10.c OFM approval of belated claims from appropriated accounts is required prior 
to payment by the requesting agency. Payment of belated claims against non-
appropriated accounts does not require OFM approval. 
 

85.40.10.d Belated claims needing OFM approval are to be submitted for review 
following the close of each appropriation period. Agencies are to submit a 
request for all belated claims identifying vendor, date of receipt of goods or 
services, amount of claim, account and appropriation that should have been 
charged had the claim been paid timely, and the account and current 
appropriation to be charged. The request is to be submitted in writing to the 
Accounting Division, OFM. 
 

85.40.10.e OFM will verify that the agency requesting a belated claim payment has 
unexpended appropriation authority from applicable prior appropriation 
periods sufficient to satisfy the claim. OFM’s decision regarding belated 
claims will be made in writing to the requesting agency. In the event that the 
appropriation authority is not sufficient to meet the claim, the agency will 
need to request legislation to appropriate the amount needed. 
 

85.40.10.f The authenticity and correctness of obligations paid through the belated 
claims procedure is the sole responsibility of the agency. 
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85.40.20 

June 1, 2004 
Sundry claims 

 
 Sundry claims, including those dealt with by administrative action and those 

requiring legislative action, are to be submitted to the Office of Financial 
Management, Risk Management Division. The Risk Management Division is 
to recommend to the Legislature whether to approve or reject a claim. If the 
Legislature approves a claim, it is to be paid from an appropriation 
specifically provided to the Risk Management Division for that purpose. 
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85.42 
Expenditures, Expenses, and Cash 
Disbursements - Illustrative Entries  

 
85.42.10 

May 1, 1999 
These entries are for illustrative purposes 

 
 The entries in this section illustrate the recording of expenditures/expenses 

and cash disbursements in the accounting records. These entries are for 
illustrative purposes only and should not be considered all inclusive. Entries 
posted to GL Code Series 71XX “In-Process” in treasury and treasury trust 
accounts also require an entry from the Office of State Treasurer (OST) as 
illustrated below to clear the In-Process GL Codes. 
 

  Dr. Cr. 
 In-Process (71XX) xxx  
  Current Treasury Cash Activity (OST only) (4310)   

xxx 
  

The entry would be reversed for In-Process debit amounts. 
 
 

85.42.20 
May 1, 1999 

Encumbrances 

 
85.42.20.a To record the establishment of encumbrances or increases to existing 

encumbrances for budgeted accounts. Refer to Subsection 85.30.10. 
 

  Dr. Cr. 
 Encumbrances (6410) xxx  
  Reserved for Encumbrances (9510)  xxx 

 
85.42.20.b To record encumbrance liquidations for budgeted accounts. Refer to 

Subsections 85.30.10 and 85.32.40.e. 
 

  Dr. Cr. 
 Reserved for Encumbrances (9510) xxx  
  Encumbrances (6410)  xxx 
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85.42.30 

May 1, 1999 
Expenditure/expense disbursements 

 
 To record expenditure/expense disbursements for goods and services received. 

Refer to Subsection 85.36.50. 
 

  Dr. Cr. 
 Cash Expenditure/Expense (6510) (with appropriate 

subobject) 
 
xxx 

 

  Cash in Bank (1110) or 
Warrants/EFT Payments In-Process (7120) 

  
xxx 

 
 

85.42.40 
July 1, 2008 

Recording payroll 

 
85.42.40.a To record payroll expenditures/expenses. Refer to Subsection 85.34.10. 

 
  Dr. Cr. 
 Cash Expenditure/Expense (6510) (with appropriate 

subobject) 
 
xxx 

 

  Cash in Bank (1110) or 
Journal Vouchers In-Process (7140) 

  
xxx 

 
85.42.40.b To record the receipt of cash in the payroll revolving account and the 

establishment of the payroll liabilities for agencies using the state’s Human 
Resource Management System (HRMS). 
 

  Dr. Cr. 
 Journal Vouchers In-Process (7140) xxx  
  Accrued Salaries and Fringe Benefits Payable 

(5124) 
Employee Insurance Deductions Payable (5181) 
Industrial Insurance and Medical Aid Deductions 
Payable (5187) 
Savings bond Deductions Payable (5188) 
Garnishment Deductions Payable (5189) 
Other Liabilities (5199) 

  
xxx 
xxx 
 
xxx 
xxx 
xxx 
xxx 
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85.42.40.c To record subsequent liquidation of payroll and related liabilities in the 

payroll revolving account. 
 

  Dr. Cr. 
 Accrued Salaries and Fringe Benefits Payable (5124) 

Employee Insurance Deductions Payable (5181) 
Industrial Insurance and Medical Aid Deductions Payable 
(5187) 
Savings Bond Deductions Payable (5188) 
Garnishment Deductions Payable (5189) 
Other Liabilities (5199) 

xxx 
xxx 
 
xxx 
xxx 
xxx 
xxx 

 

  In-Process (71XX)  xxx 
 
 

85.42.50 
May 1, 1999 

Recording shared leave 

 
85.42.50.a To record transfer of shared leave between employees within an agency and 

within the same account. Refer to Subsection 85.34.20. 
 

  Dr. Cr. 
 Cash Expenditures/Expenses (6510) (Subobject BT, BU 

and BV, as applicable) 
 
xxx 

 

  Cash Expenditures/Expenses (6510) (Subobject 
BW) 

 xxx 

 
85.42.50.b To record transfer of shared leave between employees of different agencies 

and/or accounts. 
 
Donor’s Operating Account: 
 

  Dr. Cr. 
 Cash Expenditures/Expenses (6510) (Subobject BT, BU 

and BV, as applicable) 
 
xxx 

 

  Cash in Bank (1110) or 
In-Process (71XX) 

  
xxx 

 
 Donee's Operating Account: 

 
  Dr. Cr. 
 Cash in Bank (1110) or 

In-Process (71XX) 
 
xxx 

 

  Cash Expenditures/Expenses (6510) (Subobject 
BW) 

  
xxx 
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85.42.50.c To record the payroll for an employee using donated shared leave. 

 
  Dr. Cr. 
 Cash Expenditures/Expenses (6510) (Object A, B) xxx  
  Cash in Bank (1110) or 

In-Process (71XX) 
  

xxx 
 

85.42.50.d To record reversion of unused shared leave when employees are within the 
same agency and account. 
 

  Dr. Cr. 
 Cash Expenditures/Expenses (6510) (Subobject BW) xxx  
  Cash Expenditures/Expenses (6510) (Subobject 

BT, BU and BV, as applicable) 
  

xxx 
 

85.42.50.e To record reversion of unused shared leave when employees are from 
different agencies and/or accounts. 
 
Donor’s Operating Account: 
 

  Dr. Cr. 
 Cash in Bank (1110) or 

In-Process (71XX) 
 
xxx 

 

  Cash Expenditures/Expenses (6510) (Subobject 
BT, BU and BV, as applicable) 

  
xxx 

 
 Donee’s Operating Account: 

  Dr. Cr. 
 Cash Expenditures/Expenses (6510) (Subobject BW) xxx  
  Cash in Bank (1110) or 

In-Process (71XX) 
  

xxx 
 



85 85.42.60 
Accounting Procedures 

State Administrative & Accounting Manual Issued by:  Office of Financial Management 
61 

 
85.42.60 

May 1, 1999 
Amounts due deceased employees 

 
85.42.60.a To record amounts owed to deceased employees. Refer to Subsection 

85.34.30. 
  Dr. Cr. 
 Cash Expenditures/Expenses (6510) (with appropriate 

subobjects) 
 
xxx 

 

  Due to Deceased Employees’ Estates (5145) 
 

 xxx 

85.42.60.b To record the liquidation of the liability when the funds are released for 
payment. 

  Dr. Cr. 
 Due to Deceased Employees’ Estates (5145) xxx  
  Cash in Bank (1110) or 

Warrants In-Process (7120) 
  

xxx 
 
 

85.42.70 
May 1, 1999 

Salary overpayment recoveries 

 
85.42.70.a To record the recovery of net pay and related deductions, or employer costs, 

for a salary overpayment. Refer to Subsection 85.34.40.c. 
 

  Dr. Cr. 
 Receipts In-Process (7110) xxx  
  Cash Expenditures/Expenses (6510) (Subobject A, 

B or N series) 
  

xxx 
 

85.42.70.b To record the reduction in full time equivalents (FTEs) for any excess hours 
associated with a salary recovery. Refer to Subsection 85.34.40.c. 
 

  Dr. Cr. 
 Statistical Clearing Account (0998) xxx  
  Actual FTEs (0120)  xxx 

 
 

85.42.80 
May 1, 1999 

Non-deliverable warrant cancellations 

 
 To record cancellations of non-deliverable warrants. Refer to Subsection 

85.38.10. 
  Dr. Cr. 
 Warrant Cancellations In-Process (7130) xxx  
  Liability for Canceled Warrants/Checks (5194)  xxx 
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85.42.85 
May 1, 1999 

Statutorily canceled warrants 

 
 To record warrants statutorily canceled by the Office of the State Treasurer. 

Refer to Subsection 85.38.40. 
 

  Dr. Cr. 
 Warrant Cancellations In-Process (7130) xxx  
  Liability for Canceled Warrants/Checks (5194)  xxx 

 
 

85.42.90 
May 1, 1999 

Lost or destroyed warrants (Not canceled or 
redeemed) 

 
85.42.90.a To record cancellation of lost or destroyed warrants that have not been 

previously canceled or redeemed. Refer to Subsection 85.38.20.c. 
 

  Dr. Cr. 
 Warrant Cancellations In-Process (7130) xxx  
  Liability for Canceled Warrants/Checks (5194)  xxx 

 
85.42.90.b To record re-issuance of lost or destroyed warrants. Refer to Subsection 

85.38.20.c. 
 

  Dr. Cr. 
 Liability for Canceled Warrants/Checks (5194) xxx  
  Warrants In-Process (7120)  xxx 

 
 

85.42.95 
May 1, 1999 

Forged endorsement 

 
85.42.95.a To record the bank credit for the redemption of forged warrants. Refer to 

Subsection 85.38.30.a. 
  Dr. Cr. 
 Receipts In-Process (7110) xxx  
  Other Liabilities (5199)  xxx 

 
85.42.95.b To record re-issuance of forged warrants. Refer to Subsection 85.38.30.a. 

 
  Dr. Cr. 
 Other Liabilities (5199) xxx  
  Warrants In-Process (7120)  xxx 
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85.52 
Investments  

 
85.52.10 

July 1, 2003 
About investments 

 
 Investments are made as authorized by law and/or contractual agreement. 

Investment purchase and sale transactions are to be reported for GAAP 
reporting purposes on a trade date basis. For purchases, at trade date the 
investment is recorded in the appropriate investment accounts and the amount 
due on settlement is recorded as a credit to GL Code 5123 “Investment 
Trades Pending Payable.” For sales, at trade date the investment is removed 
from the accounting records and the amount of the proceeds due at settlement 
are recorded in GL Code 1323 “Investment Trades Pending Receivable.” 
 
Recognition of earnings on investments is to follow the revenue recognition 
criteria pertinent to the fund type in which the investment is recorded. Costs 
associated with investing activities that are readily separable from investment 
income are to be recorded to Revenue Source Code 0473 “Costs of 
Investment Activities.” Refer to Subsection 85.65.20. 
 

 
85.52.20 

June 1, 2003 
Short-term investments 

 
 Short-term investments are recorded in GL Code 1205 “Temporary and/or 

Pooled Cash Investments,” GL Code 1206 “Investment with Local 
Government Investment Pool,” and/or GL Code 1209 “Short-Term Portion of 
Long-Term Investments.” Short-term investments include: 
 

• Investments of surplus cash balances, including the cash float, in short-
term securities and other investments where funds can be disbursed at 
any time without prior notice or penalty; investments that are both 
readily convertible to known amounts of cash and so near their maturity 
dates that they present insignificant risk of changes in value because of 
changes in interest rates; 

 
• Investment of surplus funds with the Local Government Investment 

Pool; and 
 

• The portion of long-term investment that will mature within one year. 
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 Valuation - Investments classified as short-term are valued at fair value, 

except for the following instances: 
 
a. Time deposits, such as non-negotiable certificates of deposit with 

redemption terms that do not consider market rates, are recorded using 
a cost-based measure, if the fair value is not significantly affected by the 
impairment of the credit standing of the issuer or other factors.  

 
b.  Money market investments and participating interest-earning investment 

contracts (repurchase agreements) that have a remaining maturity at time 
of purchase of one year or less are to be recorded at amortized cost, if the 
fair value is not significantly affected by the impairment of the credit 
standing of the issuer or other factors. Money market investments are 
short-term, highly liquid debt instruments including commercial paper, 
banker’s acceptances, and U.S. Treasury and agency obligations. Asset-
backed securities, derivatives, and structured notes are not included in this 
term. Amortized cost includes the acquisition cost of the investment as 
adjusted for amortization of premium or accretion of discount (17CFR 
270.2a-7). Participating contracts are investments whose value is affected 
by market (interest rate) changes. If these contracts are negotiable or 
transferable, or their redemption value considers market rates, they should 
be considered participating. 

 
 

85.52.30 
July 1, 2008 

Non-current investments 

 
 In situations where external restrictions exist, non-current investments held in 

governmental fund type accounts, not offset by deferred revenue or a liability, 
should be offset with reserved fund balance GL Code 9557 “Reserved for 
Investments.” Refer to Subsection 85.65.18.e. 
 
Except as noted below at Subsections 85.52.40, 85.52.50 and 85.52.60, the 
acquisition, valuation, and sale or liquidation of non-current investments are 
to be accounted for as follows: 
 

85.52.30.a Acquisition - The cost of non-current investments is to be recorded in the 
accounting records in GL Code 1210 “Investments.” Purchased accrued 
interest, if any, is to be recorded as a debit to GL Code 1316 “Interest and 
Dividends Receivable.” Refer to Subsection 85.65.18.a through d for 
illustrative entries. 
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85.52.30.b Valuation - Valuation of non-current investments depends on the type and 

purpose of the investment. 
 
a. Real estate held as an investment is reported at cost. (Real estate held by 

an external investment pool, defined benefit or defined contribution 
pension plan, or deferred compensation plan is reported at fair value.) 

 
b. Participating interest-earning investment contracts purchased with 

more than one year of maturity are to be reported at fair value.  
 
c. Investments in non-participating interest-earning investments are to be 

reported at amortized cost. Non-participating contracts include non-
negotiable certificates of deposit and guaranteed investment contracts 
with redemption terms that do not consider market rates. Such contracts, 
however, should be reported at fair value if the fair value is significantly 
affected by the impairment of the credit standing of the issuer or other 
factors. 

 
All other non-current investments are to be recorded for GAAP reporting 
purposes at fair value. For publicly traded investments, gains or losses are to 
be calculated based on current fair values. For investments in open-end 
mutual funds, fair value should be determined by the fund’s current share 
price. For non-publicly traded investments, gains or losses are to be calculated 
based on periodic valuations adjusted for subsequent cash flows to or from the 
private investment. 
 
Increases in the investment’s fair value are to be recorded by debiting GL 
Code 1280 “Valuation Allowance - Investments” and crediting GL Code 
3220 “Non-cash Revenues,” Revenue Source Code 0413. Decreases are to be 
recorded by debiting GL Code 3220 “Non-cash Revenues,” Revenue Source 
Code 0414 and crediting GL Code 1280 “Valuation Allowance - 
Investments.” Refer to Subsection 85.65.22 for an illustrative entry. 
 

85.52.30.c Sale or Exchange - Sales or exchanges of non-current investments (refer to 
Subsection 85.65.24 for illustrative entries) are to be recognized on a trade 
date basis. Generally, gains and losses are to be recorded at the time of the 
sale using GL Code 3205 or 3210, Revenue Source Code 0413 for gains and 
Revenue Source Code 0414 for losses. 
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 If distributions to beneficiary funds are directly reduced by these losses, an 

adverse impact on the current programs supported by these distributions could 
result. Therefore, these losses are tracked separately and allocated to 
beneficiary funds over a period of time. 
 

 The losses are deferred and amortized on a straight-line basis over the 
weighted average life of the portfolio in the permanent fund. To make the 
amortization entry, debit GL Code 9531 "Reserved for Permanent Funds - 
Expendable Portion" and credit GL Code 9532 "Reserved for Permanent 
Funds - Investment Losses." 
 

85.52.50.b Distributions to Beneficiary Funds - Unless otherwise allowed under state 
law and agreed upon by affected parties, for income distribution purposes, 
operating transfers to beneficiary funds are to include: 
 

 • The interest and dividends from permanent fund investments for the 
period (GL Code 3210, Revenue Source Code 0401 “Investment 
Income” or Revenue Source Code 0411 “Dividend Income”), 

 
• The earnings or portion thereof as agreed upon by affected parties from 

sale or exchange of the permanent fund investments for the period (GL 
Codes 3205 or 3210, Revenue Source Codes 0413 and 0414),  

 
 • The amortization of premiums and discounts on permanent fund fixed 

income investments for the period (GL Code 3220 "Noncash Revenues," 
Revenue Source Code 0489 “Amortization”), 
 

• Less the cost of investing activities (Revenue Source Code 0473), and 
 

 • Less the amount of the accumulated loss amortization for the period. 
 

 For distribution purposes, earnings do not include non-cash fair value 
adjustments (GL Code 3220, Revenue Source Codes 0413 and 0414). Refer 
to Subsection 85.65.26 for illustrative entries. 
 

85.52.50.c Separate Reporting of Expendable and Nonexpendable Fund Balance -  
If balances are retained in a permanent fund that exceed the legal or other 
externally mandated permanent balance (corpus), the expendable and 
nonexpendable portions must be tracked separately. 
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85.52.60 
July 1, 2001 

Deferred compensation plans (IRC Section 457) 

 

 In accordance with Statement No. 34 of the Governmental Accounting 
Standards Board, the state’s Internal Revenue Code Section 457 deferred 
compensation plan is reported for GAAP reporting purposes as a pension trust 
fund. Plan investments should be valued in accordance with Subsection 
85.52.30.b. 
 

 
85.52.70 

May 1, 1999 
Securities lending 

 

 Investments in securities lending agreements where the state has the ability to 
pledge or sell the collateral without borrower default are to be recorded in the 
accounting records in GL Codes 1216 “Collateral held under Securities 
Lending Agreements” and 5197 “Obligations under Securities Lending 
Agreements.” For recording purposes, the investment in securities lending 
agreements may be recorded in the general ledger at the summary level based 
on a detail report from the securities lending agent. No subsidiary records are 
required.  
 
For GAAP reporting purposes, if these investments are acquired with 
resources pooled from multiple accounts, the investments and obligations 
resulting from the securities lending agreements are to be allocated on a pro 
rata basis to the accounts that have the risk of loss for the collateral 
investments. Income and costs associated with securities lending agreements 
are to be recorded in the accounts that report the investments and obligations 
unless legal or contractual provisions require transfer of the amounts to 
another account.  
 

 
85.52.80 

May 1, 1999 
Reverse repurchase agreements 

 

 Investments in reverse repurchase agreements are to be recorded in the 
accounting records in GL Codes 1215 “Investments under Reverse 
Repurchase Agreements” and 5196 “Obligations under Reverse Repurchase 
Agreements.” No subsidiary records are required. For GAAP reporting 
purposes, if these investments are acquired with resources pooled from 
multiple accounts, the assets and liabilities arising from the reverse 
repurchase agreements are to be reported in the accounts that have the risk of 
loss for the investments. Income and costs associated with pooled reverse 
repurchase agreements are to be recorded in the accounts that report the assets 
and liabilities unless legal or contractual provisions require transfer of the 
amounts to another account.  
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85.52.90 

May 1, 1999 
Subsidiary ledgers are required for certain 
investments 

 
85.52.90.a In addition to the required general ledger accounts, subsidiary ledgers are to 

be maintained to record the details of each investment with the exception of 
investments in securities lending agreements and reverse repurchase 
agreements. 
 

85.52.90.b Subsidiary ledgers are to be balanced against the associated general ledger 
control accounts at least monthly and at fiscal year end. 
 

85.52.90.c Subsidiary ledgers are to contain, at a minimum, the following specific 
information for each investment held: 
 

 • Description of the item 
 

 • Identification number 
 

 • Location of security or collateral 
 

 • Date purchased (trade date) 
 

 • Interest rate (fixed income only) 
 

 • Interest dates (fixed income only) 
 

 • Issue date (fixed income only) 
 

 • Maturity date (fixed income only) 
 

 • Par or face value 
 

 • Cost 
 

 • Unamortized premium or discount (updated at least quarterly) (fixed 
income only, if applicable) 

 
 • Carrying value 

 
 • Fair value (updated at least quarterly) 

 
 • Date of sale (trade date) and sales amount 
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85.56 
Inventories  

 
85.56.10 

May 1, 1999 
Inventory management and control procedures are in 
Chapter 35 

 
 Agencies are to comply with the OFM prescribed inventory policies and 

procedures in Chapter 35 of this manual. 
 

 
85.56.20 

July 1, 2001 
Consumable inventories 

 
 For consumable inventories estimated to exceed $25,000 in value, agencies 

are to select, and consistently apply, one of the following two accounting 
alternatives. 
 

85.56.20.a Periodic Inventory Method 
 

 1. Purchases of consumable inventories during the year are recorded by 
debiting GL Code 6510 "Cash Expenditures/Expenses" using Object E 
and crediting cash. Refer to Subsection 85.65.38.a for an illustrative 
entry. 

 
 2. No entry is required to record the use of consumable inventories during 

the year. 
 

 3. An annual adjustment is recorded to reflect the actual inventory balance 
as determined by a physical inventory count. Refer to Subsection 
85.65.38.c for an illustrative entry. 

 
 4. In governmental fund type accounts, an additional entry is required at 

year-end to adjust the reserved portion of fund balance to indicate that the 
amount of consumable inventories is not available for appropriation. 

 
 • If consumable inventories increased during the year, the additional 

adjusting entry is recorded by debiting GL Code 9590 
"Unreserved/Undesignated Fund Balance" and crediting GL Code 
9540 "Reserved for Consumable Inventories" for the amount of the 
increase. Refer to Subsection 85.65.38.c for an illustrative entry. 
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 • This entry is reversed if consumable inventories decreased during the 

year. 
 

 • The balance in GL Code 9540 "Reserved for Consumable 
Inventories" at year end is to equal the balance in GL Code 1410 
"Consumable Inventories." 

 
85.56.20.b Perpetual Inventory Method 

 
 1. Purchases of consumable inventories during the year are recorded as 

assets by debiting GL Code 1410 "Consumable Inventories" and crediting 
the appropriate cash or payable GL code. Refer to Subsection 85.65.40.a 
for an illustrative entry. 

 
 2. To record the use of consumable inventories during the year, GL Code 

6510 "Cash Expenditures/Expenses" is debited and GL Code 1410 
"Consumable Inventories" is credited. Refer to Subsection 85.65.40.b for 
an illustrative entry. 

 
 3. An adjustment may be required to reflect the actual ending inventory 

balance as determined by performing a physical inventory count. 
 

 4. In governmental fund type accounts, an additional adjusting entry is 
required at year-end to adjust the reserved portion of fund balance to 
indicate that the amount of consumable inventories is not available for 
appropriation. 

 
 • If GL Code 1410 "Consumable Inventories" increased, the adjusting 

entry is recorded by debiting GL Code 9590 
"Unreserved/Undesignated Fund Balance" and crediting GL Code 
9540 "Reserved for Consumable Inventories" for the amount of the 
increase. 

 
• This entry is reversed if GL Code 1410 "Consumable Inventories" 

decreased. 
 

 • The balance in GL Code 9540 "Reserved for Consumable 
Inventories" at year end equals the balance in GL Code 1410 
"Consumable Inventories." 
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85.56.30 
May 1, 1999 

Merchandise inventories in proprietary fund type 
accounts 

 
 Agencies are to select, and consistently apply, one of the following 

alternatives to account for merchandise inventories in proprietary fund type 
accounts. 
 

85.56.30.a Periodic Inventory Method 
 

 1. Purchases of merchandise during the year are recorded as expenses by 
debiting GL Code 6516 "Cost of Goods Sold" using Object F and 
crediting the appropriate cash or payable GL code. Refer to Subsection 
85.65.42.a for an illustrative entry. 

 
 2. Sales of merchandise are recorded by debiting the appropriate receivable 

or cash GL code and crediting GL Code 3205 "Accrued Revenues" or GL 
Code 3210 "Cash Revenues" as appropriate with either Revenue Source 
Code 0450 or 0455. Refer to Subsection 85.65.42.b for an illustrative 
entry. 

 
 3. An annual adjustment is required to reflect the actual ending inventory 

balance as determined by performing a physical inventory count. If 
merchandise inventories increased during the year, this adjustment is 
accomplished by debiting GL Code 1420 "Merchandise Inventories" and 
crediting GL Code 6516 "Cost of Goods Sold" using the same object 
codes that were used in (1) above to purchase the merchandise. If 
merchandise inventories decreased during the year, this entry would be 
reversed. Refer to Subsection 85.65.42.c for an illustrative entry. 

 
85.56.30.b Perpetual Inventory Method 

 
 1. Purchases of merchandise during the year are recorded as assets by 

debiting GL Code 1420 "Merchandise Inventories" and crediting the 
appropriate cash or payable GL code. Refer to Subsection 85.65.44.a for 
an illustrative entry. 

 
 2. Sales of merchandise are recorded by debiting the appropriate receivable 

or cash GL code and crediting GL Code 3205 "Accrued Revenues" or GL 
Code 3210 "Cash Revenues" as appropriate with either Revenue Source 
Code 0450 or 0455. An additional entry is required to reflect the change 
in inventory. This entry debits GL Code 6516 "Cost of Goods Sold" using 
Object F and credits GL Code 1420 "Merchandise Inventories" for the 
cost of the merchandise sold. Refer to Subsection 85.65.44.b for 
illustrative entries. 
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 3. An adjustment is also usually required to reflect the actual inventory 

balance as determined by performing a physical inventory count. If the 
merchandise inventories count discloses an increase over the Merchandise 
Inventory amount (in GL Code 1420), an adjustment is necessary and is 
accomplished by debiting GL Code 1420 "Merchandise Inventories" and 
crediting GL Code 6516 "Cost of Goods Sold" using the same object code 
used in (2) above upon sale of the merchandise. If the merchandise 
inventories count discloses an amount less than the balance in GL Code 
1420, the preceding entry would be reversed. Refer to Subsection 
85.65.42.c for an illustrative entry. 

 
 

85.56.40 
July 1, 2009 

Donations of consumable inventories 

 
 The following revenue and expenditure/expense examples illustrate the 

perpetual method approach for recording the receipt and use of donated 
consumable inventories. The end result of the entries is that the balance in GL 
Code 1415 "Donated Inventories," which represents the value of donated 
inventories on hand, is exactly offset by GL Code 5192 "Deferred Revenues." 
Also, the amount of donated inventory revenue recognized during the year, 
GL Code 3225 "Revenue Adjustment/Elimination (GAAP)," is exactly offset 
by GL Code 6525 "Expenditure/Expense Adjustment/Elimination (GAAP)," 
the amount of donated inventory used or distributed during the year. 
 

85.56.40.a Revenue - The fair market value of donated consumable inventories is 
recorded by debiting GL Code 1415 "Donated Inventories" and crediting GL 
Code 3225 "Revenue Adjustments/Eliminations (GAAP)" with an 
appropriate revenue source code. If the commodities were donated by the 
federal government, the applicable federal revenue source code series 03XX 
is used. If shipping costs were incurred by the state, they are to be included in 
the above entry by increasing the debit to GL Code 1410 "Consumable 
Inventories,” offset by a credit to the appropriate cash or payable GL code. 
 
Refer to Subsection 85.65.46.a for an illustrative entry. 
 

85.56.40.b Expenditures/Expenses - To record the use or distribution of donated 
consumable inventories during the year, GL Code 6525 "Expenditure 
Adjustments/Eliminations (GAAP)" with an appropriate subobject is debited 
and GL Code 1415 "Donated Inventories" is credited for the previously 
recorded fair market value of the donated consumable inventories used. 
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 The amount of shipping costs, if any, applicable to the used or distributed 

donated consumable inventories is to be removed (credited) from GL Code 
1410 "Consumable Inventories" and GL Code 6510 "Cash 
Expenditures/Expenses" is to be debited. 
 
Refer to Subsection 85.65.46.b for an illustrative entry. 
 

85.56.40.c Year End Adjustment - At year-end an entry is required to adjust the 
amount of donated consumable inventory revenue credited to GL Code 3225 
to agree to the amount used or distributed as recorded as debits to GL Code 
6525. The amount of revenue recognized is to exactly offset the amount 
reported as expenditure/expense. The offset to the adjusting entry to GL Code 
3225 is to GL Code 5192 "Deferred Revenues."  
 
Shipping costs (if applicable) of donated consumable inventories on hand at 
fiscal year end is to be included in the ending balances of GL Code 1410 
"Consumable Inventories." 
 
In governmental fund type accounts, an additional entry is required to adjust 
the reserved portion of fund balance to indicate that the shipping costs 
expended on donated consumable inventories on hand are no longer available 
for appropriation. This entry is recorded by debiting GL Code 9590 
"Unreserved/Undesignated Fund Balance" and crediting GL Code 9540 
"Reserve for Consumable Inventories" for the amount of the increase in 
shipping costs in GL Code 1410. This entry would be reversed for a decrease 
in shipping costs in GL Code 1410. 
 
Refer to Subsection 85.65.46.c for an illustrative entry. 
 

85.56.40.d Transfers Between Agencies - If donated inventory is transferred between 
agencies, the sending agency records the transfer by reversing the entry made 
when the inventory was received. Because the sending agency is not 
consuming the inventory, it does not record expenditure for inventory 
transferred to other agencies. The receiving agency is to record the receipt and 
use of the donated inventory. 
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85.58 
Prepaid Expenses  

 
85.58.10 

July 1,  2008 
Prepaid expenses 

 
85.58.10.a Prepaid expenses are those certain types of supplies and/or services (not 

inventory) that are acquired or purchased during an accounting period but not 
used or consumed during that accounting period. In Washington, because 
goods and services generally must be received prior to payment, prepaid 
expenses will be limited. Examples of prepaid expenses that may be acquired 
include insurance, maintenance services contracts, and postage, books and 
periodicals. Refer to Subsection 85.32.50.b and .c. 
 

85.58.10.b In governmental fund type accounts, prepaid expenses are accounted for using 
the purchases method. Under the purchases method, prepaid expenses are 
treated as expenditures when purchased rather than accounted for as an asset. 
 

85.58.10.c Prepaid expenses are recorded as assets in proprietary and trust fund type 
accounts. Refer to Subsection 85.65.50.a for an illustrative entry. 
The portion of supplies or services consumed or used during a period is 
recorded as an expense. Refer to Subsection 85.65.50.b for an illustrative 
entry. The balance that remains is reported as an asset in GL Code 1510 
“Prepaid Expenses” until consumed or used. 
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