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70.10.10  The agency must first adopt written policies July 1, 2014 352
70.10.20  When may coffee and light refreshments be served? July 1, 2005 352
70.10.30 Expenditures for coffee and light refreshments are prohibited in May 1, 1999 353
some cases
70.10.40  Documentation of approval is required May 1, 1999 353
70.15 Meals with Meetings 354
70.15.10  Reimbursement for meals with meetings July 1, 2014 354
70.15.20  Expenditures for meals with meetings are prohibited in some cases Apr. 15,2004 355
70.15.30 gai?rrggntation of advance approval for meals with meetings is Apr. 15,2004 355
70.20 Prospective Employee Interview Expenses 356
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70.20.10 ?nglle)?g}i]eez ;nay pay certain expenses for qualified prospective May 1, 1999 356
70.20.20  Who is a qualified prospective employee? July 1, 2010 356
70.20.30  Allowable travel expenses and reimbursement limits May 1, 1999 357
70.20.40  How expenses should be documented and paid Jan. 1, 2012 357
70.20.50  Prior authorization is required for classified positions Jan. 1, 2012 357
70.40 Higher Education Enrollment Reporting 358
70.40.05  Purpose of these policies Aug. 1, 2006 358
70.40.10  Authority for these policies Aug. 1, 2006 358
70.40.20  Who must comply with these policies Aug. 1, 2006 358
70.40.30  Special definitions Aug. 1, 2006 359
70.40.40  Higher Education Enrollment Reporting Requirements Aug. 1, 2006 360
70.60 Unified Business Identifier (UBI) 361
70.60.10  The purpose of the UBI May 1, 1999 361
70.60.20  The UBI and how it is used May 1, 1999 361
70.60.30  Certain agency systems must include the UBI May 1, 1999 362
70.60.40  Assigning the UBI May 1, 1999 362
70.60.50  Applicability May 1, 1999 362
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70.70 Child Care Services for Children of State Employees 363
70.70.10  These policies establish minimum requirements May 1, 1999 363
70.70.20  Identifying suitable space for a child care facility Jan. 1, 2012 363
70.70.30  Determining the rental rate for the space Jan. 1, 2012 364
70.70.40  Child care facility contracting requirements Jan. 1, 2012 364
70.70.50  Child care program contracting requirements Jan. 1, 2012 365
70.75 Suspected Losses of Public Funds or Property 367
70.75.10  Purpose of these policies June 1, 2016 367
70.75.20  Authority for these policies June 1, 2016 367
70.75.30  Applicability of these policies June 1, 2016 367
70.75.40  Responsibilities of the State Agency June 1, 2016 367
%h apter Uniform Chart of Accounts 369
75.10 Coding Structures 370
75.10.10  About the uniform chart of accounts July 1, 2019 370
75.10.20  Descriptions of the code types June 1, 2015 371
75.20 Agency Codes and Authorized Abbreviations 373
75.20.10  Sequential by code number July 1, 2022 373
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75.20.20  Alphabetical by title July 1, 2022 381
75.20.30  Sequential by code number within functional group July 1, 2022 388
75.30 Fund / Account Codes 398
75.30.10  GAAP fund types July 1, 2020 399
75.30.20  Cash and budget type codes June 1, 2018 400
753030 I(jgléléistypes and subsidiary accounts - government-wide statement July 1,2020 402
75.30.40  Roll-up funds and subsidiary accounts - fund statement codes Jan. 1, 2023 403
75.30.50  Account codes: sequential by code number May 11, 2023 407
75.30.60  Account codes: alphabetical by title May 11, 2023 437
75.40 General Ledger Account Codes 466
75.40.10  Sequential by code number July 1, 2022 466
75.40.20  Sequential by code number with description July 1, 2022 484
75.50 Expenditure Authority Codes 539
75.50.10 ]jé(s%errlllilltgl;: authority type and expenditure character codes with Mar. 18,2020 539
75.50.20  Operating expenditure authority codes Mar. 18,2020 542
75.50.30  Capital expenditure authority codes Mar. 18,2020 543
Tssndn  Schedle ol expendieauory types andcodes nt nchded on gy, 15,2020 54
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75.60 Statewide Program Codes 545
75.60.10  Sequential by code number with descriptions Oct. 1, 2016 545
75.65 Statewide Project Type Codes 546
75.65.10  Information technology data needs July 1, 2017 546
75.65.20  Special provisions for information technology project type coding July 1, 2017 547
75.65.30  Sequential by code number with descriptions July 1, 2017 548
75.70 Object/Subobject/Sub-subobject Codes 549
75.70.10  Sequential by code number Jan. 1, 2023 549
75.70.20  Sequential by code number with descriptions Jan. 1, 2023 591
75.70.30  Object/Subobject Decisions Flowcharts July 1, 2017 618
75.80 Revenue Source Codes 620
75.80.10  Categories of revenue June 1, 2004 620
75.80.20  Major revenue source code descriptions July 1, 2003 621
75.80.30  Sequential by code number Jan. 1, 2023 622
75.80.40  Sequential by code number with description Jan. 1, 2023 635
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Chapter 679
80 Accounting Policies T
80.10 About Accounting Policies, Roles and Responsibilities
80.10.10  Purpose for the accounting policies and procedures in this manual May 1, 1999
80.10.20  Authority for these policies May 1, 1999
80.10.30  Applicability May 1, 1999
S 681

80.10.40  Role of the Office of Financial Management July 1, 2012
682

80.10.50  Role of the State Treasurer July 1, 2008
: 683

80.10.60  Role of the State Auditor May 1, 1999

80.10.70  Role of the Joint Legislative Audit and Review Committee May 1, 1999

Role of the Legislative Evaluation and Accountability Program
80.10.80  Committee May 1, 1999 685
80.10.90  Role of administering agencies July 1, 2008 685
80.20 Generally Accepted Accounting Principles 686
This state adopts Generally Accepted Accounting Principles
80.20.10 (GAAP) July 1, 2001 686
80.20.20  What constitutes GAAP? July 1, 2015 687
80.20.30  Governmental GAAP requires fund accounting July 1, 2001 687
80.20.35  Fund categories used in governmental accounting July 1, 2010 688
80.20.40  Financial reporting requirements July 1, 2001 689
80.20.45  What is the financial reporting entity? July 1, 2012 690
80.20.50  Measurement focus and basis of accounting June 1, 2013 691
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80.20.60  Accounting for capital assets and long-term obligations July 1, 2015 692
80.20.70  GAAP budgetary requirements July 1, 2001 694
80.20.80  Management Discussion and Analysis July 1, 2001 694
80.20.82  Government-wide financial statements June 1, 2013 694
80.20.85  Fund financial statements June 1, 2013 695
80.30 State Accounting and Reporting Policies 697
State accounting and reporting principles must conform with
80.30.05  Generally Accepted Accounting Principles (GAAP) July 1, 2012 698
80.30.10  What is our fund/account structure? July 1, 2001 698
80.30.15  What are subsidiary accounts? July 1, 2001 699
80.30.20  What is our measurement focus and basis of accounting? June 1, 2013 699
80.30.25  General budgetary policies July 1, 2004 701
80.30.27  General reporting policies July 1, 2004 701
80.30.28  What is the state of Washington reporting entity? June 1, 2005 701
80.30.30  Pooled cash and investment policies July 1, 2015 702
80.30.35  Receivables policy June 1, 2005 702
80.30.40  Inventories policy June 1, 2014 703
80.30.45  Capital assets policy July 1, 2022 703
80.30.47  Deferred outflows/inflows of resources June 1, 2015 705
80.30.50  Short-term liabilities policy June 1, 2004 706
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80.30.55 Compensated absences policy July 1, 2009 706
80.30.57  Termination benefits policy July 1, 2006 707
80.30.60  Long-term obligations policy June 1, 2004 707
80.30.62  Commitments and contingencies June 1, 2015 707
80.30.65  Fund equity policy June 1, 2015 708
80.30.67  Revenues and expenses policy July 1, 2011 709
80.30.70  Insurance activities policy May 1, 1999 710
80.30.75  Interfund activities policy July 1, 2001 710
80.30.80  How to establish accounts July 1, 2003 711
80.30.82  The state adopted a uniform chart of accounts July 1, 2010 711
80.30.84  Required accounting steps July 1, 2008 713
80.30.86  Using standard or other accounting forms June 1, 2014 713
Requirements for agencies implementing, maintaining or
80.30.88  modifying accounting or reporting systems July 1, 2017 714
80.30.90  Budgetary data must be maintained July 1, 2009 715
Agency fiscal activities must be organized to provide effective

80.30.92  internal control July 1, 2004 715
Chapter

85 Accounting Procedures 716
85.10 Budgetary Accounting Procedures 717
85.10.10  These procedures apply to budgeted accounts June 1, 2004 717
85.10.20  Budgetary accounting requirements July 1, 2009 717
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85.15 Budgetary Accounting - Illustrative Entries 719
85.15.05  These entries are for illustrative purposes July 1, 2008 719
85.15.10  Establish expenditure authority for budgeted accounts July 1, 2008 719
85.15.15  Allotments for budgeted accounts July 1, 2008 720
85.15.16  FTEs for budgeted accounts July 1, 2008 720
85.15.17  Decrease FTEs for budgeted accounts July 1, 2008 720
85.15.20  Estimated revenues for budgeted accounts May 1, 1999 720
85.15.25  Decrease estimated revenues for budgeted accounts May 1, 1999 721
85.15.30  Transfer unobligated allotments to reserve for budgeted accounts  May 1, 1999 721
85.15.35  Re-allotment of amounts placed in reserve for budgeted accounts  May 1, 1999 721

Revert unobligated allotments to unallotted status for budgeted
85.15.40  accounts May 1, 1999 721
Transfer unallotted legislative appropriations to reserve for
85.15.45  appropriated accounts May 1, 1999 722
Transfer legislative appropriations placed in reserve to unallotted
85.15.50  status for appropriated accounts May 1, 1999 722
Abolish or decrease legislative appropriations for appropriated
85.15.55 accounts May 1, 1999 722
85.15.60  Close of accounting period for budgeted accounts May 1, 1999 723
85.20 Revenue and Cash Receipts 724
85.20.10  Collection and deposit of receipts July 1, 2009 724
85.20.20  Prudent collection processes July 1, 2001 725
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85.20.30  Non-revenue receipts July 1, 2003 726
85.20.40  Proceeds from sale of property Jan. 1, 2012 726
85.20.50  Undistributed receipts May 1, 1999 727
85.20.60  Receipts placed in suspense July 1, 2009 727
85.20.70  Refunds of revenue May 1, 1999 727
85.20.80  Subsidiary records May 1, 1999 728
85.20.90  Deposit interest distribution by OST June 1, 2005 728
85.22 Deposit Adjustments and Returned Payments 729
85.22.10  About these procedures May 1, 1999 729
85.22.20  Documentation for deposit adjustments July 1, 2008 729
85.22.30  Deposit adjustments - treasury and trust accounts July 1, 2009 730
85.22.40  Deposit adjustments - local accounts July 1, 2009 731
85.22.50  Returns and reversals of AFRS ACH payments July 1, 2012 731
85.24 Revenue and Cash Receipts - Illustrative Entries 733
85.24.10  These entries are for illustrative purposes May 1, 1999 733
85.24.20  Estimated revenue May 1, 1999 733
85.24.30  Deposit of cash revenues May 1, 1999 734
85.24.40  Cash over or short May 1, 1999 734
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85.24.50  Recording adjustment for non-sufficient funds (NSF) check July 1, 2008 734
85.24.60  Subsequent collections of non-sufficient funds (NSF) check July 1, 2009 735
85.24.65  Recording receipt of returned AFRS ACH payment July 1, 2009 736
Undistributed receipts - account and/or revenue source not
85.24.70  identified May 1, 1999 736
85.24.80  Receipts placed in suspense July 1, 2009 737
85.30 Encumbrances 739
85.30.10  Encumbrance accounting July 1, 2013 739
85.32 Goods and Services Expenditures 740
85.32.10  Agency responsibilities July 1, 2008 740
85.32.15  Special definitions Jan. 1, 2012 741
85.32.20  Expenditure authorization June 1, 2020 741
85.32.25  Priority of expenditures June 7, 2012 741
85.32.30  Payment processing documents July 1, 2013 742
85.32.40  Payment processing June 1, 2014 744
85.32.50  Timing of payment June 7, 2012 745
85.32.60  Rapid invoice processing June 1, 2002 747
85.32.70  Purchase card Jan. 1, 2013 747
85.32.80  Waste recycling procedures Jan. 1, 2012 747
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85.34 Payroll and Other Related Activities 749
85.34.10  Payroll Jan. 1, 2019 749
85.34.20  Shared leave July 1, 2018 750
85.34.30  Amounts due deceased employees May 1, 1999 751
85.34.40  Salary overpayment recoveries June 1, 2004 752
85.36 Disbursement Processing 754
85.36.10  Agency disbursement processes July 1, 2000 754
85.36.20  Disbursement mechanisms July 1, 2013 754
85.36.30  Treasury account requirements Jan. 1, 2012 756
85.36.40  Local account requirements July 1, 2010 757
85.36.50  Recording July 1, 2010 758
85.38 Other Warrant Procedures 759
85.38.10  Agency-initiated warrant cancellations Apr. 1, 2023 759
85.38.15  Non-deliverable warrant July 1, 2012 760
85.38.20  Lost or destroyed warrants Apr. 1, 2023 760
85.38.30  Redeemed warrants reported as lost or destroyed July 1, 2013 762
85.38.40  Statutorily canceled warrants Apr. 1, 2023 763
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85.38.50  Liability for canceled warrants/checks Jan. 1, 2023 764
85.38.70  State warrant stock control procedures Apr. 1, 2023 765
85.38.80  Warrant voiding and destruction procedures Apr. 1, 2023 767
85.38.90  Local check control procedures May 1, 1999 767
85.40 Belated and Sundry Claims 768
85.40.10  Belated claims Jan. 1, 2016 768
85.40.20  Sundry claims Jan. 1, 2016 769

Expenditures, Expenses, and Cash Disbursements - Illustrative

85.42 Entries 770
85.42.10  These entries are for illustrative purposes May 1, 1999 770
85.42.20  Encumbrances June 1, 2011 771
85.42.30  Expenditure/expense disbursements May 1, 1999 771
85.42.40  Recording payroll Jan. 1, 2019 771
85.42.50  Recording shared leave Jan. 1, 2018 772
85.42.60  Amounts due deceased employees July 1, 2018 775
85.42.70  Salary overpayment recoveries May 1, 1999 775
Cancellations of non-deliverable, SOL, and lost or destroyed
85.42.80  warrants July 1, 2012 776
85.42.85  Cancellation of warrants issued in error July 1, 2012 776
85.42.90 Re-issuance of canceled warrants July 1, 2012 776
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85.42.95  Forged endorsement May 1, 1999 776
85.50 Cash 778
85.50.10  Deposit of treasury or treasury trust receipts July 1, 2011 778
85.50.20  Deposit of local receipts July 1, 2008 779
85.50.30  Undeposited receipts May 1, 1999 779
85.50.40  Reconciliation of cash receipts and deposits Oct. 1, 2018 779
85.50.50  Petty cash - general information July 1, 2011 780
85.50.60  Accounting for petty cash in treasury accounts June 1, 2015 781
Accounting for petty cash in local accounts (including treasury
85.50.70  trust accounts) June 1, 2015 785
85.52 Investments 787
85.52.10  About investments July 1, 2003 787
85.52.20  Short-term investments June 1, 2003 788
85.52.30  Non-current investments July 1, 2015 788
85.52.40  Investment pools July 1, 2015 790
85.52.50  Permanent funds July 1, 2013 790
85.52.60  Deferred compensation plans (IRC Section 457) July 1, 2001 791
85.52.70  Securities lending May 1, 1999 791
85.52.80  Reverse purchase agreements May 1, 1999 792
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85.52.90  Subsidiary ledgers are required for certain investments May 1, 1999 792
85.54 Receivables 793
85.54.10  About receivables July 1, 2012 794
85.54.15  Taxes receivables July 1, 2009 794
85.54.20  Due from federal government June 1, 2013 795
85.54.25  Due from other governments June 1, 2013 796
85.54.30  Due from other accounts July 1, 2009 796
85.54.35  Due from other agencies July 1, 2009 797
85.54.40  Notes and loans receivable June 1, 2011 798
85.54.41 Lease receivable and deferred inflow on leases July 1, 2021 798
85.54.42  Private donation pledges July 1, 2004 800
Public-private and public-public partnerships receivables and
85.54.43  deferred inflows July 1, 2022 800
85.54.44  Travel advances receivable July 1, 2010 803
85.54.45  Other receivables July 1, 2004 803
85.54.50  Receivable collection procedures June 1, 2014 804
85.54.52  Collecting NSF checks Jan. 1, 2012 805
85.54.55  Uncollectible receivables July 1, 2008 806
85.54.60  Documentation May 1, 1999 807
85.54.65  Subsidiary ledgers July 1, 2012 809
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85.56 Inventories 810
85.56.10  Inventory management and control procedures are in Chapter 35  May 1, 1999 810
85.56.20  Consumable inventories June 1, 2014 810
85.56.30  Merchandise inventories in proprietary fund type accounts May 1, 1999 811
85.56.40  Donations of consumable inventories Jan. 1, 2014 812
85.58 Prepaid Expenses 815
85.58.10  Prepaid expenses July 1, 2008 815
85.60 Capital Assets 816
85.60.10  About capital assets July 1, 2009 816
85.60.20  Asset valuation July 1, 2001 817
85.60.30  Acquisition of capital assets July 1, 2015 817
85.60.40  Depreciation/amortization of capital assets June 1, 2013 818
85.60.45 Impairment of capital assets and related insurance recoveries July 1, 2009 819
85.60.50  Disposal of capital assets Jan. 1, 2014 819
85.60.60  Reconciliation of capital assets July 1, 2012 821
85.60.65  Right-to-use lease and subscription assets July 1, 2022 821
Capital assets in public-private and public-public partnerships and
85.60.67  availability payment arrangements July 1, 2022 823
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85.60.70  Lease-to-own capital assets July 1, 2021 825
85.60.80  Capital assets acquired through Certificates of Participation (COP) July 1, 2012 826
85.60.90  Accounting for the construction of capital assets July 1, 2021 827
85.60.95  Accounting for the transfer of vehicles to the State Motor Pool Jan. 1, 2012 828
85.60.97  Accounting for Interagency/Interfund Capital Asset Transfers Jan. 1, 2014 829
85.65 Assets - Illustrative Entries 831
85.65.10  These entries are for illustrative purposes May 1, 1999 832
85.65.12  Deposit of cash revenues May 1, 1999 832
85.65.14  Petty cash - treasury and treasury trust accounts June 1, 2015 833
85.65.16  Petty cash - local accounts June 1, 2015 833
85.65.18  Accounting for the acquisition of non-current investments Jan. 1, 2014 834
Accounting for earnings and costs associated with non-current
85.65.20 investments July 1, 2003 834
85.65.22  Accounting for fair value adjustment to non-current investments  July 1, 2013 835
85.65.24  Accounting for the sale of non-current investments July 1, 2013 835
85.65.28  Accounting for deferred compensation (IRC Section 457) June 1, 2011 837
85.65.30  Taxes receivable May 1, 1999 837
85.65.32  Receivables July 1, 2001 837
85.65.33  Travel advances receivable July 1, 2010 838
85.65.34  Due from federal government May 1, 1999 839
Table of Contents 40




State Administrative and Accounting Manual

. . Effective Page
Section Title Date Number
85.65.36  Long-term loans June 1, 2011 840
85.65.37  Lease receivable and deferred inflows on leases July 1, 2021 842
85.65.38  Consumable inventories - periodic inventory method June 1, 2011 844
85.65.40  Consumable inventories - perpetual inventory method May 1, 1999 845

Merchandise inventories in proprietary fund type accounts -
85.65.42  periodic inventory method May 1, 1999 845

Merchandise inventories in proprietary fund type accounts -
85.65.44  perpetual inventory method May 1, 1999 846
85.65.46  Donations of consumable inventories Jan. 1, 2014 847
85.65.50  Prepaid expenses May 1, 1999 848
85.65.52  Acquisition of capital assets July 1, 2015 848
85.65.54  Assets that do not meet the state’s capitalization policy July 1, 2009 850
85.65.56  Depreciation/amortization July 1, 2009 850
85.65.58  Disposal of capital assets July 1, 2012 851
85.65.60  Trade-in of capital assets July 1, 2008 852
85.65.62  Capital assets acquired through lease-to-own agreements July 1, 2021 853

Capital assets acquired through public-private and public-public
85.65.63  partnerships - transferor accounting July 1, 2022 855
85.65.64  Accounting for the construction of capital assets July 1, 2009 862
85.65.66  Interagency/Interfund Capital Asset Transfers Jan. 1, 2014 863
85.70 Short-Term Liabilities 866
85.70.10  About short-term liabilities May 1, 1999 866
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85.70.20  Establishing short-term liabilities July 1, 2009 866
85.70.30  Accounts payable May 1, 1999 867
85.70.40  Unavailable revenues June 1, 2015 868
85.70.45  Unearned revenues June 1, 2015 868
85.70.50  Short-term portion of long-term obligations June 1, 2004 868
85.72 Long-Term Obligations 869
85.72.10  About long-term obligations June 1, 2013 869
85.72.15  State Finance Committee approval July 1, 2008 870
85.72.20  Bonds payable June 1, 2013 871
85.72.25  Right-to-use lease and subscription liabilities July 1, 2022 873
85.72.30  Lease liability for lease-to-own agreements July 1, 2021 876
Liabilities for public-private and public-public partnerships and
85.72.35  availability payment arrangements July 1, 2022 877
85.72.40  Certificates of Participation (COP) June 1, 2013 878
85.72.50  Vacation leave payable July 1, 2009 880
85.72.60  Sick leave payable June 1, 2004 882
85.72.65  Compensatory time payable July 1, 2009 883
85.72.70  Termination benefits July 1, 2006 885
85.74 Special Liabilities 886
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85.74.20  Public works contracts - retention of payments July 1, 2012 886
85.74.30  Unclaimed property Jan. 1, 2023 888
85.74.40  Claims and judgments Oct. 1, 2011 889
85.74.45  Asset Retirement Obligations June 1, 2019 890
85.74.50  Pollution remediation obligations July 1, 2009 892
85.74.55  Other post employment benefit (OPEB) obligations July 1, 2008 893
85.80 Fund Equity 894
85.80.10  Fund equity June 1, 2013 894
85.85 Liabilities and Equity - Illustrative Entries 895
85.85.10  General July 1, 2003 895
85.85.15  Establishment of short-term liabilities May 1, 1999 896
85.85.20  Payment of short-term liabilities May 1, 1999 896
85.85.22  Long-term to short-term reclassification June 1, 2004 896
85.85.24  Unavailable revenues June 1, 2013 897
85.85.25  Unearned revenues June 1, 2015 897
85.85.30  Fund bond debt issuance and servicing June 1, 2013 898
85.85.35  General obligation bond debt issuance and servicing Jan. 1, 2011 900
Right-to-use lease agreements and subscription-based IT
85.85.37  arrangements July 1, 2022 903
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85.85.40  Lease-to-own agreements July 1, 2021 909
85.85.45  Equipment Certificates of Participation (COP) June 1, 2013 914
85.85.50  Real Estate Certificates of Participation (COP) July 1, 2021 921
85.85.52  Real Estate Certificates of Participation (COP) refunding June 1, 2013 930
85.85.60  Retention of payments July 1, 2012 932
85.85.65  Claims and judgments July 1, 2001 934
85.90 Interfund/Interagency Activities 935
85.90.10  Interfund/interagency activities July 1, 2008 935
85.90.20 Interfund loans July 1, 2001 935
85.90.30  Interfund/interagency services provided and used Jan. 1, 2012 936
85.90.40  Payment procedures for selected central services agency charges  June 1, 2016 936
85.90.50  Transfers July 1, 2008 939
85.90.60  Reimbursements (Objects S & T) July 1, 2009 941
85.90.70  Agency vendor payment revolving account charges July 1, 2001 944
85.95 Interfund/Interagency Activities - Illustrative Entries 945
85.95.10  These entries are for illustrative purposes July 1, 2001 945
85.95.20  Transfers of equity July 1, 2003 945
85.95.30  Operating transfers July 1, 2003 946
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85.95.35  Special budgeted allocation transfers July 1, 2008 947
85.95.40  Interfund/interagency services provided and used July 1, 2008 948
85.95.50  Intra-agency reimbursements (Object T) July 1, 2008 949
85.95.60  Interagency reimbursements (Object S) July 1, 2008 950
85.95.70  Agency vendor payment revolving account July 1, 2001 951
;3(:1 apter State Reporting 952
90.10 General State Reporting Policies 953
90.10.10  Purpose and scope of these policies June 1, 2016 953
90.10.20  Authority for these policies June 1, 2016 953
90.10.30  Applicability June 1, 2016 953
90.10.40 izglfng?giﬁ%ggcy Financial Reporting System (AFRS) - roles and June 1, 2019 954
90.10.50  Some agencies have component unit reporting requirements June 1, 2016 955
90.10.60  Agency prepared reports must reconcile with AFRS and the ACFR June 1, 2016 956
90.10.70  Agencies must comply with reporting due dates June 1, 2016 956
90.20 Fiscal Year-End Cut-Off Procedures 957
90.20.05  Introduction June 1, 2023 958
90.20.10  Cash cut-off date and policies June 1, 2016 959
90.20.15  Prior period adjustments and corrections July 1, 2020 959
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90.20.20  Revenue recognition July 1, 2020 962
90.20.25  Expenditure/expense recognition July 1, 2020 964
90.20.30 Eﬁ%%?ﬁ?ﬂ%ﬁgi ﬁ:r;ruals for single year operating expenditure June 1, 2016 964
90.20.35 Eﬁg_e&(égﬁsgxpense accruals for biennial expenditure authority - June 1, 2016 965
90.20.40  Expenditure/expense accruals - end of biennium June 1, 2016 966
02045 Yliuidated estimated aeemed opendituresxpenss - e 2016 067
02047 Shorates evinaedssmued ypndivnespesin e 015997
90.20.50  Interagency accruals June 1, 2019 968
90.20.55  Accounting estimates June 1, 2016 970
90.20.60  Interfund accruals June 1, 2022 971
90.20.62  Fund balance June 1, 2016 972
90.20.70  Adjustment and reconciliation activity June 1, 2023 972
90.20.80  Office of Financial Management analysis and ACFR preparation  June 1, 2016 980
90.20.90  State Auditor’s Office audit June 1, 2016 981
90.30 Fiscal Year-End Cut-Off - Illustrative Entries 982
90.30.10  These entries are for illustrative purposes June 1, 2016 982
90.30.20  Cash revenues June 1, 2016 983
90.30.30  Material prior period adjustments June 1, 2016 983
90.30.35  Immaterial prior period adjustments and corrections June 1, 2016 984

Table of Contents

46




State Administrative and Accounting Manual

Section Title ggfteective g?lgnc;ber
90.30.40  Accrued, unavailable and unearned revenues June 1, 2016 986
90.30.50  Vendor payment transactions June 1, 2016 987
90.30.60  Encumbrance transactions June 1, 2016 989
90.30.70  Interagency reimbursements (Object S) June 1, 2016 990
90.30.80  Intra-agency reimbursements (Object T) June 1, 2016 991
90.30.90  Fund balance reclassification June 1, 2016 992
90.40 State Disclosure Forms 993
90.40.10  Introduction to state disclosure forms and lead sheet June 1, 2023 993
90.40.20  Cash and investments disclosure June 1, 2021 995
90.40.30  Taxes receivables disclosure June 1, 2022 997
90.40.35  Inventory disclosure June 1, 2016 998
90.40.38  Capital assets — summary of activity disclosure June 1, 2022 999
90.40.40  Long-term construction commitments disclosure June 1, 2016 1000
o0angs Lot and SBITAG bl by maorclas summay o e 12025 1001
90.40.50  Unavailable and unearned revenues disclosure June 1, 2022 1005
90.40.55 Bond debt disclosure June 1, 2023 1006
90.40.60  Transfer disclosure June 1, 2016 1010
90.40.70  Pension disclosure June 1, 2023 1011
90.40.75  Miscellaneous disclosure June 1, 2023 1013
Table of Contents 47




State Administrative and Accounting Manual

Section Title ggfteective g?lgnc;ber
90.40.80  Internal control/internal audit questionnaire disclosure June 1, 2019 1013
90.40.95  Financial disclosure certification June 1, 2023 1014
gsh apter Federal Assistance Reporting 1015
95.10 Federal Assistance Reporting Policies and Procedures 1016
95.10.10  Purpose of the policies June 1, 2016 1016
95.10.15  Authority for these policies June 1, 2022 1016
95.10.20  Applicability of these policies June 1, 2016 1017
95.10.30  Federal revenues June 1, 2022 1017
95.10.40  Federal clusters June 1, 2022 1019
95.20 Federal Assistance Disclosure Forms 1026
95.20.10  Introduction to federal disclosure forms and lead sheet June 1, 2023 1026
95.20.20  Federal Financial Assistance — Direct June 1, 2022 1030
95.20.30  Federal Analytical Review June 1, 2022 1030
95.20.40  Federal Nonfinancial Assistance June 1, 2022 1031
95.20.50  Federal Nonfinancial Assistance Inventory Balances June 1, 2022 1031
95.20.60  Federal Loan Balances June 1, 2022 1031
95.20.70 Ei?gﬁégh?ssistance Received from Nonfederal Sources (Pass- June 1, 2022 1032
95.20.80  Federal Identification Numbers June 1, 2022 1032
Table of Contents 48




State Administrative and Accounting Manual

Effective Page

Section Title Date Number

95.20.90  Federal Assistance Certification June 1, 2023 1033

Table of Contents 49




State Administrative and Accounting Manual

Chapter 1
Introduction

Chapter 1

50




State Administrative and Accounting Manual

1.10 About the Manual

. . Effective Page
Section Title Date Number
1.10.10 Policies in this manual are minimum standards May 1, 1999 51
1.10.20 Authority for these policies May 1, 1999 51
1.10.30 Applicability Jan. 1, 2009 51
1.10.40 How do I request a waiver to a policy? July 1, 2005 52

How do I request OFM approval for an alternative policy or 59
1.10.50 procedure? June 1, 2002 -
52

1.10.60 How to contact us June 1, 2002

1.10.10 Policies in this manual are minimum standards
May 1, 1999

The purpose of this manual is: 1) to provide control and accountability over financial and administrative
affairs of Washington State Government, and 2) to assist agencies in gathering and maintaining
information needed for the preparation of financial statements.

The policies and procedures in this manual are the minimum requirements that state agencies must meet.
An agency may adopt additional policies and procedures in greater detail, or use additional or alternative
supporting documentation, as long as the agency meets the required minimum standards.

1.10.20  Authority for these policies

May 1, 1999

The Office of Financial Management is required by the Budget and Accounting Act (RCW 43.88.160) to
establish a Generally Accepted Accounting Principles (GAAP)-based accounting system and procedures,
as necessary, to provide for accountability of the state's assets and compliance to its laws and regulations.

1.10.30  Applicability

Jan. 1, 2009

All agencies of the state of Washington must comply with this manual, unless otherwise exempted by
statute. RCW 43.88.020 defines the term “Agency” to mean and include “every state office, officer, each
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institution, whether educational, correctional or other, and every department, division, board and
commission, except as otherwise provided.”

These policies shall comply with federal requirements. However, if any part of these policies are in
conflict with federal requirements, that part of the policy will be inoperative to the extent of such conflict
with respect to the agencies directly affected, until such time the policies are updated.

Agencies may request a waiver from complying with specific requirements of this manual. For
information on how to request a waiver, refer to Subsection 1.10.40.

1.10.40 How do I request a waiver to a policy?
July 1, 2005

Pursuant to RCW 43.88.160(1), agencies may submit a written request for a waiver from complying with
specific requirements of a policy. The request must be approved in writing by the Office of Financial
Management before the waiver takes effect. Waivers automatically expire at the end of the fiscal biennium
for which they were granted and are to be reapproved in writing to remain in force for the ensuing
biennium. A copy of the waiver granted is provided to the appropriate legislative fiscal committees.

It is recommended that agencies discuss any policy waiver requests in advance with their assigned agency
accounting consultant.

Please email your request to: OFMA ccounting(@ofm.wa.gov.

1.10.50 How do I request OFM approval for an alternative
e 202 policy or procedure?

Some policies allow an agency, with approval by the Office of Financial Management, to adopt an
alternative policy or procedure. This process is a one time approval process, as opposed to the biennial
policy waiver procedure.

It is recommended that agencies discuss any alternative policy or procedure requests in advance with their
assigned agency accounting consultant.

Please email your request to: OFMA ccounting(@ofm.wa.gov.

1.10.60 How to contact us

June 1, 2002

Please contact us if you have questions about the policy manual.

You can email us at;: OFMA ccounting@ofm.wa.gov.
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Or call: 360-725-0198

Or write:

Office of Financial Management
Statewide Accounting

P.O. Box 43127

Olympia, WA 98504-3127
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1.20 How to Use This Manual
. Effective Page
Section Date Number
1.20.10 How the manual is organized Oct. 1, 2016 54
1.20.20 How the manual is numbered May 1, 1999 55
1.20.40 Other tools within the manual May 1, 1999 55

1.20.10

October 1, 2016

How the manual is organized

The first half of this manual focuses on administrative topics. Users with a hard copy of the manual will
find these chapters in Volume I.

Chapter 1

Chapter 5

Chapter 10
Chapter 20
Chapter 22
Chapter 25
Chapter 30
Chapter 35
Chapter 40
Chapter 50
Chapter 55
Chapter 60
Chapter 65
Chapter 70

Introduction
Data and System Access

Travel

Internal Control
Internal Audit

Payroll

Capital Assets

Inventories

Disbursement of State Funds/Benefits
Federal Compliance

Audit Tracking

Moving Expenses

Financial Services Agreements

Other Administrative Regulations

The second half of the manual focuses on accounting topics. Users with a hard copy of the manual will

find these chapters in Volume II.

Chapter 75
Chapter 80
Chapter 85
Chapter 90
Chapter 95

Uniform Chart of Accounts
Accounting Policies
Accounting Procedures

State Reporting

Federal Assistance Reporting
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1.20.20

May 1, 1999

How the manual is numbered

The manual has three layers of organization:

* Chapters - The major subjects of the manual
» Sections - Define the major topics within a subject
» Subsections - The actual policies

The policies in this manual are numbered using a three part code which reflects these levels.

30.10.20
30.xx.xx
xx.10.xx

xX.xx.20

The first number is the Chapter number.
The second number is the Section number.

The third number is the Subsection number.

1.20.40

May 1, 1999

Other tools within the manual

Subject Index -

Forms Index -

Glossary -

The on-line version of the manual provides direct links from the index to the
referenced subsection. A complete index has been provided in the front of each
volume of the hard-copy manual.

An index of all the forms found in the manual. A complete forms index has been
provided in each volume of the hard-copy manual.

The on-line version of the manual provides direct links from referenced words in the
policies to the glossary. A complete glossary has been provided in each volume of
the hard-copy manual.
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Chapter 5 Data and System Access

Section Title ggfteective Nllzla:lglfer
5.10.10 Purpose of these policies Sept. 5, 2014 57
5.10.15 Authority for these policies July 1, 2012 57
5.10.20 Related policies July 1, 2012 58
5.10.25 Who must comply with these policies July 1, 2012 58

5.10.30 Statewide systems, applications, and data covered under this policy Sept. 5, 2014 58

51035 gg)llilé;ols over systems, applications, and data covered under this Sept. 5, 2014

5.10.40 Specific requirements Sept. 5, 2014 59

5.10.10  Purpose of these policies

Sept. 5, 2014

The purpose of these policies is to define the conditions under which access to specific statewide systems,
applications, and data will be granted.

5.10.15  Authority for these policies

July 1, 2012

RCW 43.88.160 (4) requires the Office of Financial Management (OFM) to develop and maintain a
system of internal controls and internal audits comprising methods and procedures to be adopted by each
agency that will safeguard its assets, check the accuracy and reliability of its accounting data, promote
operational efficiency, and encourage adherence to prescribed managerial policies for accounting and
financial controls.

The Public Records Act 42.56 RCW prohibits disclosure of certain personal and other information.
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5.10.20 Related policies

July 1,2012

The Office of Chief Information Officer (OCIO) Policy No. 141, Securing Information Technology Assets,
sets requirements for maintaining system and network security, data integrity and confidentiality.

5.10.25 Who must comply with these policies

July 1,2012

All executive, legislative, or judicial branch agencies connecting to statewide systems must comply with
the policies in this chapter.

5.10.30 Statewide systems, applications, and data covered
sert. 32014 under this policy

This policy covers access to certain statewide systems, applications, and data that OFM manages and
maintains to carry out the responsibilities described in the section “Authority for this policy.” Systems,
applications, and data covered include:

* IRS Form 1099-MISC Reporting System
* Enterprise Reporting Standard Reports (ER)

* Enterprise Reporting Web Intelligence (Webi)

5.10.35 Controls over systems, applications, and data
sept. >, 2014 covered under this policy

Agencies should have internal controls over granting and revoking access to systems, applications, and
data that:

* Limit access to employees to only that necessary to perform the assigned duties.

* Consider how access will affect agency internal controls and apply compensating controls where
necessary. Refer to Chapter 20.

* Ensure proper employee training under OCIO policies.

+ Employ a systematic employee exit process that revokes access within a reasonably short amount of
time after the employee’s access is no longer required. This may happen when job duties change or
when an employee leaves the agency.

Allow for periodic review of all employees’ statewide access.
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5.10.40 Specific requirements

Sept.

5,2014

5.10.40.a IRS form 1099-MISC Reporting System

Agencies accessing the 1099 download maintained by OFM are required to comply with Subsection

50.10.65.

5.10.40.b Enterprise Reporting Standard Reports (ER) and Web Intelligence (Webi)

Agencies accessing the Enterprise Reporting Standard Reports (ER) or Web Intelligence (Webi)
maintained by OFM must establish an effective system for management and control of sensitive
information as appropriate. In addition, access to vendor payment related data belonging to other agencies
is restricted to employees who need the data to perform their assigned duties, and before access is granted:

1. An

L]

employee must sign a Non-Disclosure Agreement (NDA) that includes the following statements:

I will not access or use vendor payment information for any commercial or personal use or gain,
but only to the extent necessary and for the purpose of performing my assigned duties as an
employee.

I will not directly or indirectly disclose, divulge, transfer (such as but not limited to, email,
portable media, File Transfer Protocol (FTP), file location services), release, communicate, sell,
or otherwise make known to unauthorized persons or any third party outside the scope of my
position any vendor payment information during duty hours as well as non-duty hours or when
not in use unless authorized by my supervisor, agency policy or applicable state law.

I will not duplicate or reproduce vendor payment information except for the purpose of
performing my duties as an employee.

I will protect vendor payment information from unauthorized physical and electronic access in a
manner which prevents unauthorized persons from retrieving the information by means of
computer, remote terminal or other means.

I will dispose of vendor payment information, in electronic or paper form, in an appropriate
manner.

I agree to abide by all federal and state laws, regulations, and policies regarding the safeguarding
and disclosure of the information.

2. Agencies may use an alternate in-house NDA form provided written approval from OFM is
obtained.

3. The agency security administrator must certify that that the employee has signed the non-disclosure
agreement and needs access to other agency vendor payment related data to perform the employee’s
assigned job duties. In certain cases, OFM must approve the request before access can be granted.
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To get access to Enterprise Reporting vendor payment related data for other agencies, follow the
instructions and fill out the forms at: http://www.ofm.wa.gov/resources/dataaccess.asp.

If an agency detects a breach in security related to vendor payment related data, the agency is responsible
to follow the steps for breach as described in RCW 42.56.590 and notify the Consolidated Technology
Services (CTS) Chief Information Security Officer, CTS Security Operations Center and the Washington
State Patrol Computer Crimes unit. Additionally, the agency is to notify OFM within one business day of
discovering the breach and take corrective action as soon as practicable to eliminate the cause of the
breach. OFM may request a full review of the agency’s data security controls.
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10.10

Travel Management Requirements and Restrictions

Section Title ggfteective Nllzlz:lglfer
10.10.05  Who must comply with these policies? June 7, 2012 62
10.10.10  Agency responsibilities Oct. 9, 2015 63
10.10.15  Responsibilities of travelers Oct. 9, 2015 64
10.10.20  These criteria must be used for selecting and approving travel Oct. 1, 2005 65
10.10.25  Implement alternatives to travel Jan. 1, 2004 65
10.10.30  Considerations for placing an employee in travel status May 1, 1999 66
10.10.35  Ensure the health and safety of travelers Jan. 1, 2015 66
10.10.40  Comply with the Americans with Disabilities Act July 1, 2000 67
10.10.45 gsse({f the State Charge Card system, when required, to purchase Oct. 1,2018 67
10.10.50  Prior authorization for travel may be required July 1, 2011 68
10.10.55 Scheduling meetings, conferences, conventions and training July 1, 2022 69

sessions

10.10.05 Who must comply with these policies?

June 7, 2012

The following persons in the executive, legislative, or judicial branches of government must comply with
the policies in this chapter:

1. All state officers, employees, and volunteers that agencies have legal authority to utilize, unless
otherwise provided by law.

As provided in RCW 28B.10.029, institutions of higher education may use all appropriate means for
making and paying for travel arrangements to support student, faculty, staff and other participants
travel in the most cost effective and efficient manner possible. Methods used must be based on
standard industry practices and be compliant with federal accountable plan requirements.
Accordingly, they are exempt from Subsections 10.10.45, 10.30.60, 10.50.35, 10.50.40, 10.50.45,
10.50.50, 10.50.75, and 10.80.55.
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2. Persons other than state officers and employees, where travel expenses are authorized by statute but
the statute is silent as to amount.

3. Members of the Senate or House of Representatives. When on official legislative business, these
members are entitled to receive allowances as provided in RCW 44.04.120 in lieu of per diem or
travel expenses as stipulated in this chapter.

4. Contractors, unless there are specific contractual arrangements modifying travel reimbursement.

These rules may be used as a guideline for the payment of legally authorized travel expenses for students
and other clients of the agency.

10.10.10 Agency responsibilities
Oct. 9, 2015
10.10.10.a

Agency heads, and their designees for directing travel and approving reimbursement, are to:

1. Ensure that any travel costs incurred are:
* Directly work related,
* Obtained at the most economical price, and
» Both critical and necessary for state business.

2. Exercise prudent judgment in approving travel-related costs.

3. Establish an effective system for management and control over travel related costs. This system
should include:

»  Written internal policies and procedures which cover the items required in this chapter.

* Authorization or approval of travel costs by the agency head or authorized designees.

* C(Clearly defined roles and responsibilities to include the level(s) to which agency head
responsibility has been delegated.

» Periodic review of airline ticket purchases to ensure compliance with Subsections 10.50.40 and
10.50.45.

* The amount of time the agency requires for advance approval of meal costs at meetings,
conferences, conventions, and training sessions.

* A prohibition to pay parking tickets, citations, or infractions received by drivers authorized to
operate vehicles on state business. Payment of fines or citations is solely the personal obligation
and responsibility of the driver and NOT a qualified reimbursable obligation of the employing
agency. Refer to Subsections 10.10.15 and 10.20.20.

4. Ensure travelers are not treated differently under like travel circumstances.

5. Ensure the agency uses the procurement methods required in this chapter and maintain an
accountability record for all state travel charge card systems it or its travelers are issued.
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6. The agency head or designee must authorize student drivers or volunteer drivers to use vehicles

while on official state business. Agencies should consult with the Department of Labor and
Industries for information about personal injury insurance coverage for students and volunteers
operating vehicles on official state business, and age restrictions for operating vehicles for business

purposes. Refer to https://www.Ini.wa.gov/workers-rights/youth-employment/how-to-hire-minors/.

10.10.10.b

Agencies may adopt internal travel policies and reimbursement allowances that are more restrictive than
those contained in this chapter.

10.10.15 Responsibilities of travelers

Oct. 9, 2015

A traveler on official state business is responsible for:

1.

Being familiar with state and agency travel and transportation regulations before embarking on
travel.

Exercising the same care in incurring expenses and accomplishing the purposes of the travel that a
prudent person would exercise if traveling on personal business. Excess costs, circuitous routes,
delays, or luxury accommodations unnecessary or unjustified in the performance of official state
business travel are not acceptable.

Paying any excess costs and any additional expenses incurred for personal preference or
convenience.

Returning as promptly as possible to either the official station or official residence when the state
business is completed.

Securing prior authorization for travel when required. (Subsection 10.10.50)

Preparing the Travel Expense Voucher and providing appropriate receipts and documentation as
required in Section 10.80 and other sections of this chapter.

Promptly pay fines to the appropriate jurisdiction for all parking tickets, citations or infractions received
while operating a vehicle on state business. Payment of fines and citations under these circumstances is
the sole obligation and responsibility of the traveler and is NOT to be reimbursed or paid by the state.
Refer to Subsection 10.20.20.
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10.10.20 These criteria must be used for selecting and
Oct 12005 approving travel

In addition to complying with state travel policies and procedures, an agency head or authorized designee
must use the following criteria to determine whether to authorize a person to travel on official state
business, and to determine what travel alternatives to authorize.

1. Select the travel alternative that is most economical to the state.

Agencies must use this criteria except in the situations noted in Subsection 10.10.20 (2).

All costs should be considered--travel, labor, etc.--in making the determination. For example: Is it
less expensive to drive than fly out of Sea-Tac Airport? Is it cheaper to fly out of Sea-Tac than out of
Port Angeles?

2. Select the travel alternative that is most advantageous to the state.

An agency may use this advantageous criterion only in the following situations:

* To ensure the health and safety of agency travelers (Subsection 10.10.35)

* To comply with the Americans with Disabilities Act (Subsection 10.10.40)

* Process and travel situations for meals with meetings (Subsection 10.40.60)

» Use of privately owned motor vehicles (Subsection 10.50.20)

The personal travel plans of the traveler shall not influence this criterion.

10.10.25 Implement alternatives to travel
Jan. 1, 2004

Agencies are to develop and implement alternatives to travel, as well as less expensive means of travel.
These methods should include, but are not limited to:

* Teleconferencing and video conferencing;

* Video recordings and published reports;

» Car-pooling and greater use of public transportation;

* Reduced frequency of regularly scheduled out-of-town meetings;

* Restrictions on the number of staff traveling to the same destination; and

Coordinating between agencies for joint travel arrangements when more than one agency is involved.
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10.10.30 Considerations for placing an employee in travel
May 1, 1999 Status

10.10.30.a

Plan the itinerary of the traveler to eliminate unnecessary travel in the performance of work assignments.
Whenever it is feasible for two or more persons to travel on official state business in one vehicle, they are
to do so.

10.10.30.b

Before placing a traveler in travel status, the agency is to determine for each occurrence whether it is more
economical or advantageous (Subsection 10.10.20) to reimburse the traveler for meals and/or lodging, or
to require the traveler to return to the official station or official residence daily or on weekends.

10.10.30.c

After 90 days, agencies should review assignments placing travelers in travel status at a temporary duty

station to determine if the traveler’s permanent official duty station should be changed. The agency should
inform the traveler of the possible federal tax implications of official station assignments for an indefinite
period of time or for longer than one year. Refer to Internal Revenue Service regulations contained in
Publication 463 for further information.

10.10.35 Ensure the health and safety of travelers

Jan. 1, 2015

10.10.35.a

The health and safety of travelers is a top priority in the conduct of travel related activities. It is
advantageous to the state for agencies to establish and alter travel plans and itineraries with consideration
of hazardous inclement weather and other situations that could threaten the health and safety of state
personnel.

When establishing travel plans and itineraries, if additional expense is involved to address hazardous
weather or other local conditions that could threaten the health and safety of the traveler, the reason for
authorizing the additional expense should be included on or attached to the travel authorization form.

When travel itineraries are altered after travel begins to address health and safety issues , travelers should:
*  Promptly notify the traveler's supervisor of the change in travel plans.

* Note the reason for any additional expense on the traveler's travel expense voucher.
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10.10.35.b

Recognizing that the safety of passengers and flight crews is of paramount importance to the state,
agencies are authorized to obtain commercial lodging for flight crews during standby periods in locations
away from their official duty station. Agencies are to develop internal policies and procedures consistent
with this regulation.

10.10.40 Comply with the Americans with Disabilities Act

July 1, 2000

10.10.40.a

Compliance with the Americans with Disabilities Act (ADA) is considered to be advantageous. All state
personnel are to be afforded equal opportunity to perform travel for official state business even if the
travel costs for disabled travelers will exceed what would normally be most economical to the state. For
example:

*  When a traveler uses a wheelchair and it is necessary to pay more for an airline ticket so the traveler
can fly on a larger airplane that can accommodate the wheelchair.

*  When a traveler flies out of Sea-Tac because the traveler's disabilities cannot be accommodated at
the local airport.

*  When a traveler has hearing or vision impairments and there is a cost of providing auxiliary aids and
services to enable the traveler to successfully accomplish the purpose of the travel.

10.10.40.b

Travel authorizations and travel claims should be annotated that the extra costs were required to comply
with the ADA. ADA supporting documentation should remain confidential and a statement added to the
travel voucher indicating the agency file location.

10.10.45 Use of the State Charge Card system, when required,
Oct. 12015 to purchase travel

10.10.45.a

The term “State Charge Card System” comprises the authorized state consolidated charge card program or
other agency charge card program authorized by statute, which includes purchasing cards for non-travel
expenses plus the following three components that can be used for travel purchases:

* Corporate Travel Card. Each agency head or authorized designee may authorize the use of or
approve the issuance of the corporate travel card to those travelers whose work requires them to
travel on official state business. When a state employee uses the corporate travel card they are billed
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directly, are responsible to pay all charges, and must apply for travel reimbursement through their
agency.

* Central Travel Account (CTA). The CTA is a ghost account. No actual card is issued. The agency
1s responsible for charges against the CTA.

* One Card (Combination Purchase & Travel). The one card can be used for travel related
expenses. Because the one card is not assigned to a particular individual, it is generally not used by
travelers. The agency is responsible for charges against the one card.

In accordance with RCW 39.26.090, the Department of Enterprise Services (DES) develops policies and
standards for the use of credit cards. In addition, general guidelines and requirements related to the use of
the charge card program are presented here, in Section 40.30, and Subsection 85.36.20. To obtain specific
information about the state charge card program, specific contract requirements, and to view the credit

card policy contact the DES at (360) 407-2210.

The use of the State Charge Card System is required for the purchase of air travel arrangements. (For
emergency situations, refer to Subsection 10.50.75).

The use of the State Charge Card System is optional for the purchase of other common carrier travel.

10.10.45.b

Each agency is to maintain an accountability record for all State Charge Card Systems it or its travelers are
issued.

In cases where a State Charge Card System receipt is issued, the traveler is to attach the original receipts
or agency policy may allow non-original receipts if the agency ensures adequate controls are in place to
reduce the risk of duplicate or improper payments to the Travel Expense Voucher (form A20-A or A20-2-
A) or reference its file location.

10.10.50 Prior authorization for travel may be required
July 1, 2011

10.10.50.a

Travelers must receive prior authorization for travel from the agency head or authorized designee:
*  Whenever a travel advance is required by a traveler.
* For all out-of-state travel.

Use the Travel Authorization (form A40-A), or other equally effective written means for requesting and
documenting prior authorization for travel.
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10.10.50.b

Travel to Hawaii and foreign countries except British Columbia, Canada requires additional approval
as follows:

* Agencies reporting to the Governor must have prior written approval of the Office of the
Governor.

+ Agencies not reporting to the Governor must have prior written approval of the agency’s
governing body or its managerial designees.

10.10.55 Scheduling meetings, conferences, conventions and
Tuly1.2022 training sessions

10.10.55.a

When meetings or conferences are necessary, agencies should consider cost to the state, accessibility to
attendees, and other relevant factors in their selection. First priority is to be given to using state-owned or
other public owned facilities in lieu of renting or leasing private facilities.

When a conference, convention, training session, or meeting held or sponsored by the state is conducted at
a rented/leased non-state facility, the person responsible for the choice of location and facilities is to
submit justification in advance in writing to the agency head or authorized designee for approval.

The justification is to include:
* The purpose and objective of the meeting;
* The name of the organizations or persons expected to attend and an estimate of the attendance;
* An estimate of the anticipated cost to the state to include travel costs of travelers; and

* An explanation why state-owned or other public owned barrier-free facilities cannot be used.

10.10.55.b

Limit the number of persons from an agency attending a particular conference, convention, meeting, or
training session to the minimum necessary to benefit from the event.
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10.20  Travel Reimbursement Principles

. . Effective Page
Section Title Date Number
10.20.10  What types of travel costs are eligible for reimbursement? Jan. 1, 2015 70
10.20.20  What types of travel costs cannot be reimbursed? Oct. 9, 2015 71
10.20.30 Reimbursement for meals and lodging shall not exceed the July 1, 2000 7

maximum allowable per diem rate
10.20.40 How travel for the convenience of the traveler affects May 1, 1999 7
reimbursement
10.20.50  Leave of absence during travel Oct. 1, 2002 73
10.20.60 Agencies need to develop policies for non-state reimbursement of Oct. 1, 2001 74

state travel

10.20.10 What types of travel costs are eligible for
fan 12015 reimbursement?

Travelers may be reimbursed for the following types of expenses incurred on official state business
subject to the requirements and restrictions of this chapter.

Lodging - The actual cost of lodging up to a specified maximum. Original receipts are required or agency
policy may allow non-original receipts if the agency ensures adequate controls are in place to reduce the
risk of duplicate or improper payments. Refer to Section 10.30 for a full discussion.

Meals - Allowable rate for meal reimbursement. Refer to Subsection 10.40.30.

Lodging and meal rates comprise the two components of the maximum allowable per diem rate for the
Continental United States (CONUS). The meals and incidental rate for travel outside CONUS includes an
allowance for laundry, dry cleaning, and pressing of clothes expense.

Transportation - Costs of necessary official state business travel on railroads, airlines, ships, buses, private
motor vehicles, and other means of conveyance. Refer to Section 10.50 for a full discussion.

Miscellaneous travel expenses - Other expenses essential to the transaction of official state business are
reimbursable to the traveler. Refer to Section 10.60 for a full discussion.
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10.20.20 What types of travel costs cannot be reimbursed?

Oct. 9, 2015

The following types of travel-related costs shall not be reimbursed.

1. Alcoholic beverage expenses.

2. The cost of the daily commute between the traveler’s official station (or telecommuting site) and
official residence. For details on mileage that can be reimbursed, refer to Subsections 10.50.20 and

10.50.25.

3. Certain travel expenses are considered as personal and not essential to the transaction of official state
business. Such non-reimbursable expenses include, but are not limited to:

L]

Valet services, defined as the hiring of a personal attendant who takes care of the individual's
clothes, or helps the individual in dressing, etc. The prohibition against valet services for general
travelers is not to be considered as a prohibition against the use of a personal care attendant
required by a disabled person under the provisions of Section 10.60.

Entertainment expenses, radio or television rental and other items of a similar nature.

Taxi fares, motor vehicle rental, and other transportation costs to or from places of entertainment
and other non-state business locations.

Costs of personal trip insurance (such as personal accident insurance, personal effects insurance,
and extended liability insurance), and medical and hospital services.

Personal telephone calls. Agencies are to define business telephone calls as part of its system for
management and control over travel as required in Subsection 10.10.10.

Any tips or gratuities associated with personal expenses such as those listed here.

Out of pocket charges for vehicle service calls caused by the negligence of the traveler.
Examples include service charges for the delivery of fuel, retrieval of keys from locked vehicles,
jump starting vehicles when the lights have been left on, etc.

Tolls associated with the use of high occupancy toll (HOT) lanes.

Fines from appropriate jurisdictions for all parking tickets, citations or infractions received while
operating a vehicle on state business (privately owned vehicle, rental vehicle or state owned vehicle).
Payment of fines and citations under these circumstances is the sole obligation and responsibility of the
traveler and is NOT to be reimbursed or paid by the state. Refer to Subsection 10.10.15.
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10.20.30 Reimbursement for meals and lodging shall not
Tuly 1,2000° exceed the maximum allowable per diem rate

Reimbursement for meals and lodging shall not exceed the maximum allowable per diem rate for that
location, unless:

* An exception is specifically provided by statute, or

* Authorized by Subsection 10.30.20, Subsection 10.30.25, or Subsection 10.40.20.

The maximum allowable per diem rates for the Continental USA, Non-Continental USA, and Foreign

travel locations can be found in Subsections 10.90.10 and 10.90.20.

10.20.40 How travel for the convenience of the traveler affects
May 11999 peimbursement

10.20.40.a

If the traveler elects to return to the official station or official residence after the close of a regularly
scheduled working day when overnight travel would normally be required:

Maximum reimbursement shall be the lesser of either:

* The travel expense incurred in returning to the official station or official residence, whichever is
closer; or

* The amount which would have been allowable had the traveler remained at the temporary duty

station.

The traveler is to return to the temporary duty station in time to observe the next day’s regularly scheduled
working hours.

10.20.40.b

If travel to a destination for the traveler’s own convenience is in advance of the necessary time for
arrival:

No reimbursement for additional meals or lodging costs shall be paid to the traveler for extra field time

incurred.

10.20.40.c

If a traveler remains at the destination following an official meeting or other work assignment for
the traveler’s own convenience:
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No reimbursement for additional meals or lodging costs shall be paid to the traveler for extra field time
incurred.

10.20.40.d

If a traveler would like to couple a vacation or other personal use onto a legitimate business trip:
It is allowed WHERE ALL OF THE FOLLOWING CONDITIONS EXIST:
* The primary purpose of the trip is official state business;

» The traveler uses, where necessary, his or her approved leave for the vacation or personal part of the
trip; and

» The state agency does not incur any extra expenses beyond what it would normally incur had the trip
occurred without any personal use coupled to the trip.

10.20.40.¢

If a traveler spends extra field time at the destination:

Agencies may authorize per diem for extra field time at the destination if it can be demonstrated that a
direct savings will accrue to the state. The calculation of the direct savings is to include a comparison of
the commercial transportation costs; the per diem costs; and, when applicable, the salary and fringe benefit
costs of the traveler(s) for whom the extra field time is being authorized. Such comparisons are to be
documented and retained with the traveler’s Travel Expense Voucher.

10.20.50 Leave of absence during travel
Oct. 1, 2002

10.20.50.a

When a traveler takes leave of absence of any kind because of being incapacitated due to illness or injury
that is not due to the traveler’s own misconduct:

* The authorized reimbursement for meals and lodging may be continued during the leave period.

» Providing the traveler is able to travel, reimbursement is not to exceed in total the cost authorized for
motor vehicle car mileage or common carrier in returning the traveler to the official station or
official residence, whichever is closer, and then back to the assignment.

10.20.50.b

When a traveler takes leave of absence of any kind as a result of illness or injury that is due to the
traveler’s own misconduct, the authorized reimbursement for meals, lodging, transportation, and all other
travel expenditures may not be continued during the leave period.
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10.20.50.c

When leave of absence of any kind is taken while in a travel status, the exact hour of departure and return
to the temporary duty station must be shown on the Travel Expense Voucher (form A20-A, or A20-2A if
applicable).

10.20.60 Agencies need to develop policies for non-state
Oct- 1,201 reimbursement of state travel

Agencies are to develop internal policies and procedures when employee travel expenses are to be
reimbursed by a person or a non-state entity. State travelers are not to be reimbursed more than the actual
expenses of travel except for meals which can be reimbursed on an allowance basis as listed in
Subsections 10.90.10 and 10.90.20. Ethical issues should also be considered when developing the internal
policy for non-state reimbursement for travel. Further information on ethical issues may be obtained from
the Executive Ethics Board.
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10.30 Lodging

. . Effective Page
Section Title Date Number
10.30.10 What is the basis for reimbursing lodging costs? June 1, 2018 75
10.30.20 Exceptions to the maximum allowable lodging rates Oct. 1, 2016 76
10.30.25 Lodging for state employee meetings, conferences, conventions July 1, 2000 78
and training sessions
10.30.30 What types of lodging costs are reimbursable? Oct. 1, 2016 78
10.30.40 Certain lodging costs cannot be reimbursed July 1, 2000 79

10.30.50 Lodging expenses for the normal return night may be reimbursed May 1, 1999 79
1n certain situations

10.30.60 How to purchase lodging accommodations Jan. 1, 2015 80

10.30.70 Using a travel trailer, camper, or vessel Oct. 1, 2015 81

10.30.10 What is the basis for reimbursing lodging costs?

June 1, 2018

10.30.10.a

Reimburse lodging expenses at actual costs, as evidenced by a receipt, up to the specific daily maximum
allowable lodging rate in effect at the time of travel for the specific area or locality, unless:

* An exception is specifically provided by statute, or

* Authorized by Subsection 10.30.20.

Refer to Subsection 10.30.20 for the maximum allowable lodging rates for the Continental USA

(CONUS).

Travelers may be reimbursed taxes paid on lodging in addition to the Maximum Lodging Amounts
contained in Subsections 10.90.10 and 10.90.20. Code the payment of taxes on lodging as lodging
expense, Subobject GA or GF, as applicable. Refer to Subsection 10.90.10.d for rules on lodging taxes for
the Non Continental USA and foreign travel locations.
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10.30.10.b

Travelers requesting reimbursement for staying in commercial lodging facilities must obtain receipts and
either attach them to their Travel Expense Voucher or reference their file location.

If an agency allows for multiple employees to stay in one facility, the agency must have a process in place
to obtain proper documentation that breaks down the cost to each employee.

If an agency determines a need for employees to stay at peer-to-peer property rentals such as those
marketed and paid for through AirBnB, VRBO, or similar marketplaces, the agency is required to assess
the risks and have in place an internal travel policy to mitigate those risks. In addition, the agency must
ensure all costs reimbursed are within the allowable lodging rate. See Subsection 10.30.30.a.

Either original receipts are required or agency policy may allow non-original receipts if the agency
ensures adequate controls are in place to reduce the risk of duplicate or improper payments.

10.30.10.c

For non-mandatory attendance at seminars or professional meetings, agencies may reimburse lodging
expenses at less than the rates stated in Subsections 10.90.10 and 10.90.20, provided that reimbursement at
a lower rate is agreed to in writing by the traveler in advance of the travel.

10.30.20 Exceptions to the maximum allowable lodging rates
Oct. 1, 2016

10.30.20.a

In the following situations, the maximum allowable lodging amounts may not be adequate and the

agency head or authorized designee may approve payment of lodging expenses not to exceed 150% of the
applicable maximum per diem (lodging and meals) amounts listed in Subsections 10.90.10 and 10.90.20

(PDF). The agency head or authorized designee approval must be made in advance of the travel.

1. When a traveler is assigned to accompany an elected official, a foreign dignitary, or others as
authorized by law, and is required to stay in the same lodging facility.

2. When costs in the area have escalated for a brief period of time either during special events or
disasters.

3. When lodging accommodations in the area of the temporary duty station are not available at or
below the maximum lodging amount, and the savings achieved from occupying less expensive
lodging at a more distant site are consumed by an increase in transportation and other costs.

4. The traveler attends a meeting, conference, convention, or training session where the traveler is
expected to have business interaction with other participants in addition to scheduled events.
Further, it is anticipated that maximum benefit will be achieved by authorizing the traveler to stay at
the lodging facilities where the meeting, conference, convention, or training session is held.
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5. To comply with provisions of the Americans with Disabilities Act (refer to Subsection 10.10.40), or
when the health and safety of the traveler is at risk (refer to Subsection 10.10.35).

6. When meeting room facilities are necessary and it is more economical for the traveler to acquire
special lodging accommodations such as a suite rather than to acquire a meeting room and a room
for lodging.

10.30.20.b

In the following situations, the agency head or authorized designee may approve payment of lodging
expenses in excess of 150% of the applicable maximum per diem amount for the location. The agency
head or authorized designee approval must be made in advance of the travel.

» The traveler is required to attend a meeting, conference, convention, or training session where the
traveler is expected to have business interaction with other participants in addition to scheduled
events; AND

+ It is anticipated that maximum benefit will be achieved by authorizing the traveler to stay at the
lodging facilities where the meeting, conference, convention, or training session is held; AND

» The lowest available advertised lodging rate at the lodging facility exceeds 150% of the applicable
maximum per diem amount for the location. Documentation supporting the lodging rates is to be
attached to the travel voucher or its file location referenced. The form of documentation is defined
by each agency.

10.30.20.c

When any exception to the Maximum Allowable Lodging Amount is used, the traveler is to select the
most economical room available under the circumstances.

10.30.20.d

Include the agency head or authorized designee’s approval for the exception as part of the payment
document. Also provide an explanation describing why an exception was necessary.

10.30.20.¢

Agencies may request in writing an exception to this regulation from the Director of OFM when special
duties or conditions of an assignment result in unusually high expenses.

10.30.20.f

When utilizing any of these conditions, agencies are not to treat any employees differently under like
travel circumstances.
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10.30.25 Lodging for state employee meetings, conferences,
Tuly 1,2000° " conventions and training sessions

Maximum allowable lodging amounts may not always be sufficient for state agencies to rent properties
with the facilities needed to host a meeting, conference, convention, or training session for state
employees. When this occurs, agencies may increase the lodging reimbursements up to 125% of the
applicable maximum allowable lodging rates contained in Subsections 10.90.10 and 10.90.20.

10.30.30 What types of lodging costs are reimbursable?

Oct. 1, 2016

10.30.30.a

The maximum reimbursable lodging rate includes, but is not limited to, the basic commercial lodging cost,
resort fees, cleaning fees, and service fees. The only additional lodging expenses that are reimbursable
beyond the maximum lodging rate are any applicable sales taxes and/or hotel/motel taxes on those
amounts.

Lodging costs in excess of the allowance and the associated taxes on the excess will be paid by the
traveler. When this occurs, taxes are to be prorated between the allowable and unallowable costs.

10.30.30.b  50-Mile Rule

Reimbursement is allowed for lodging expenses when the temporary duty station is located more than fifty
(50) miles (most direct route) of the closer of either the traveler’s official residence or official station.

Under one of the following conditions, reimbursement for lodging expenses is allowed when the
temporary duty station is located within fifty (50) miles (most direct route) of the closer of either the
traveler’s official residence or official station:

1. An overnight stay in a commercial lodging facility to avoid having a traveler drive back and forth for
back-to-back late night/early morning official state business.

2. When the health and safety of travelers is of concern as provided for in Subsection 10.10.35.

3. When an agency can demonstrate that staying overnight is more economical to the state.
Agencies may request an exception to this regulation for other conditions from the Director of OFM.

Written supervisory approval for the first and third conditions and cost analysis documentation for the
third condition is to be attached to the traveler’s Travel Expense Voucher. Approval and documentation
requirements for use of the second condition are contained in Subsection 10.10.35.
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10.30.30.c

Agencies when making conference registrations may when required by the lodging facility make
reimbursement for up to one night lodging costs, plus applicable taxes when a travel advance is not
allowable under Subsection 10.80.60. Prior authorization of the agency head of designee is required, and
if conference registration is cancelled, the agency is to seek reimbursement of the costs from the lodging
facility. To prevent abuse in this area agencies should strictly adhere to Section 10.10 Travel Management
Requirements and Restrictions and have written internal policies and procedures for when these
transactions may be allowable.

10.30.40 Certain lodging costs cannot be reimbursed
July 1, 2000

10.30.40.a

Reimbursement of lodging expenses incurred at a lodging facility located at either the traveler’s official
station or official residence is prohibited except:

1. As an allowable moving cost as provided in Subsection 60.20.10.

2. In emergency situations when the agency head determines that employees performing critical agency
functions must remain at their workstations.

3. When an employee, acting in a custodial or leadership role must, as a part of their duties, lodge with
students or other clients of the agency (i.e. higher education coaches lodging with student athletes).

10.30.40.b

Lodging expense incurred at a lodging facility or temporary duty location located within 50 miles of either
the official residence or official station, except as provided in Subsections 10.30.30.b, 10.30.40.a, and
60.20.10.

10.30.40.c

Reimbursement for lodging expenses is not to be authorized when an employee does not incur lodging
expenses at a commercial lodging facility.

10.30.50 Lodging expenses for the normal return night may be
May 1,199 reimbursed in certain situations

10.30.50.a

The agency may reimburse a traveler for lodging expenses for the normal return night (as defined in the
glossary) to allow the traveler to remain overnight away from the official station or official residence
under one of the following three conditions:
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1. When the overnight stay is more economical to the state. Complete justification should be
referenced or attached to the traveler’s Travel Expense Voucher.

2. The health and safety of travelers (as defined in Subsection 10.10.35) is considered advantageous to
the state and can be used to justify an overnight stay. Approval and documentation requirements are
contained in Subsection 10.10.35.

3. Compliance with the Americans with Disabilities Act (ADA) is considered advantageous to the state
and can be used to justify an overnight stay (refer to Subsection 10.10.40). The Travel Expense
Voucher should be annotated that the extra costs were incurred to comply with the ADA.

10.30.50.b

When the traveler does not return to his/her official residence or official station on the normal return night,
the traveler is to promptly return the next day or as soon as possible thereafter.

10.30.60 How to purchase lodging accommodations
Jan. 1, 2015
10.30.60.a

Personal financial resources may be used to purchase lodging accommodations. With proper controls in
place, agencies may opt to use the state charge card system or direct billing as defined in Subsection
10.80.55. Travelers are to attach original lodging receipts or agency policy may allow non-original
receipts if the agency ensures adequate controls are in place to reduce the risk of duplicate or improper
payments to the Travel Expense Voucher (form A20-A, or form A20-2A if applicable) for all lodging
reimbursements or to reference the location where the receipt is filed.

10.30.60.b

Agencies are encouraged to apply for all tax exemptions offered by state or local governments to
governmental travelers.

For a listing of possible tax-exempt locations, refer to the U.S. General Services Administration (GSA)
website at: http://www.gsa.gov/portal/content/104878.

Also, agencies are encouraged to apply for various tax rebates offered for business travel to the provinces
of Canada. Rebate forms and instructions can be obtained from the Canadian Consulate General in
Seattle.
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10.30.70 Using a travel trailer, camper, or vessel
Oct. 1, 2015

10.30.70.a

When used for the employee’s convenience, lodging reimbursement is limited to actual space rental costs
(as evidenced by a receipt) not to exceed the daily maximum non-high cost location lodging rate
displayed in Subsection 10.90.20.

The employee is not to be reimbursed for the rental or lease cost of the travel trailer, camper, or
vessel.

10.30.70.b

The agency head or authorized designee, with the traveler’s concurrence, may authorize the use of a
privately-owned travel trailer or camper when all of the following conditions exist:

* Suitable commercial lodging is not available;
+ State lodging is not provided; and
» There is a benefit to the state for the traveler to remain at the temporary work station.

In this situation, the traveler is to be reimbursed at the hourly, non-high cost per diem rate displayed in
Subsection 10.90.20.
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10.40 Meals

Section Title ggfteective Nllzla:lglfer
10.40.10  What is the basis for reimbursing meal costs? Oct. 1, 2022 82
10.40.20  Exceptions to the meal allowances Oct. 1, 2020 83
10.40.30  What types of costs are included in meal allowances? Oct. 1, 2002 84
10.40.40  Certain meal costs cannot be reimbursed July 1, 2000 84
10.40.50  When may a traveler be reimbursed for meal costs? July 1, 2019 85
10.40.55  Meal reimbursement rate Oct. 1, 2005 86
10.40.60  Taxation of meal payments Oct. 1, 2004 86

10.40.10 What is the basis for reimbursing meal costs?
Oct. 1, 2022

10.40.10.a

Reimbursement for meal expenses is on an allowance basis not to exceed the amounts in effect at the time
of travel, unless:

* An exception is specifically provided by statute, or

* As authorized by Subsection 10.40.20.

The meal allowances for the Continental USA are stated in Subsections 10.90.10 and 10.90.20 (PDF file).
The meal allowances for areas outside the continental USA are stated in_Subsection 10.90.20 (PDF file).

10.40.10.b

When an employee elects to use a travel trailer or camper in lieu of commercial lodging, reimbursement
for meals is to be at the rates stated in Subsection 10.90.20 under the heading “Non-High Cost Locations.”
When an employee is requested by the agency to use their travel trailer or camper in lieu of commercial
lodging, meals are reimbursed as part of the hourly per diem payment. (Refer to Subsection 10.30.70.b.)
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10.40.10.c

When it becomes necessary to determine the amount to reimburse for individual meals (from the daily
meals rate), use the following calculations rounded to the nearest dollar:

* The breakfast portion is 24% of the set daily meals entitlement.
* The lunch portion is 28% of the set daily meals entitlement.
* The dinner portion is 48% of the set daily meals entitlement.

10.40.20 Exceptions to the meal allowances
Oct. 1, 2020

10.40.20.a

Generally, travelers are to be reimbursed for meal expenses at the set per meal entitlement rates stated in
Subsections 10.90.10 and 10.90.20 (PDF file). However, the agency head or authorized designee may
require the agency's travelers to provide receipts for meal reimbursement. When receipts for meals are
required, reimbursement will be based on an actual cost basis as evidenced by a receipt up to the
applicable maximum per meal entitlement amount stated in Subsections 10.90.10 and 10.90.20 (PDF file).
Agencies must formally adopt written policies and procedures under the provisions of Subsection
10.10.20, if they opt to reimburse actual meal costs.

10.40.20.b

Whenever an agency statute permits meals to be reimbursed at actual cost and the actual cost exceeds
schedule allowances, receipts are to be attached to the Travel Expense Voucher (form A20-A) or their file
location referenced.

10.40.20.c

The agency head or authorized designee may approve reimbursement for the actual cost of a meal when
the agency requires the employee to attend a meeting that is being held or sponsored by a non-state
organization. The actual cost of the meal, as evidenced by a receipt, is eligible for reimbursement as long
as the meal is an integral part of the meeting. (Refer to Meals With Meetings Subsection 70.15.10)

10.40.20.d

Meal payments are not required to be reduced or eliminated due to meals served on airlines. Similarly,
meal payments are not required to be reduced for continental breakfasts, which may be included in the
lodging rate or registration fee of a meeting, conference, convention, or formal training session. Agencies
should review IRS tax regulations regarding the taxation of these payments.
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10.40.20.¢

For non-mandatory attendance at seminars or professional meetings, reimbursement for meal expenses
may be at less than the rates stated in Subsections 10.90.10 and 10.90.20 (PDF file), provided that in all
instances reimbursement at a lower rate is agreed to in writing by the traveler in advance of the travel.

10.40.30 What types of costs are included in meal allowances?
Oct. 1, 2002

Meal allowances cover the following costs:

¢ The basic cost of a meal,

* Any incidental expenses,
* Any applicable sales tax, and

* Any customary tip or gratuity.

10.40.40 Certain meal costs cannot be reimbursed
July 1, 2000

10.40.40.a

Reimbursement for meal expenses incurred at the traveler’s official station or official residence is
prohibited, except:

1. As provided for under the provisions of Subsection 70.15.10 and Subsection 60.20.10.

2. In emergency situations when the agency head determines that employees performing critical agency
functions must remain at their workstations.

3. When an employee, acting in a custodial or leadership role, must, as part of their duties, dine with
students or other clients of the agency (i.e. higher education coaches dining with student athletes).

10.40.40.b

Reimbursement for meal expenses is not to be authorized when a traveler does not incur expenses for
meals because they are furnished.

10.40.40.c

Where identifiable costs of meals are included in the lodging rate or registration fee of a meeting,
conference, convention, or formal training session, the meal costs, not to exceed the designated meal
allowances found in Subsections 10.90.10 and 10.90.20 (PDF file), are to be deducted from the traveler’s
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allowable travel reimbursement amount. If the included meal costs are not specifically identified,
agencies are not to pay the traveler the meal allowances.

10.40.40.d

Refer to Subsection 70.15.20 for situations where meals with meetings cannot be reimbursed.

10.40.50 When may a traveler be reimbursed for meal costs?
July 1, 2019

10.40.50.a

For overnight travel assignments, travelers must be in travel status during the entire agency-determined
meal period(s) in order to qualify for the meal allowance.

10.40.50.b

For non-overnight travel assignments, the following two criteria must be met to receive a meal
allowance:

1. Eleven Hour Rule - A traveler may be reimbursed for meal expenses when the traveler has been in
travel status for at least eleven hours.

Exceptions:

* Volunteers an agency has legal authority to utilize, traveling to perform official state business
(not performing these duties as part of their state employment), may be reimbursed for meal
expenses when the traveler has been in travel status for at least five hours.

* Board and Commission members authorized to receive meal reimbursement, traveling to
perform official business of the board and commission (not performing these duties as part of
their state employment), may be reimbursed for meal expenses when the traveler has been in
travel status for at least five hours.

2. In travel status during the entire meal period - travelers must be in travel status during the entire
agency-determined meal period(s) in order to qualify for the meal allowance. The traveler may not
stop for a meal just to meet the eleven-hour rule.

The two requirements above are not applicable to:

* Meals with meetings payments (refer to Subsection 70.15.10).

* Board and commission members reimbursed a daily or hourly rate for travel (refer to option 1 of
Subsection 10.70.20 and 10.70.30.b).

Chapter 10 85




State Administrative and Accounting Manual

10.40.55 Meal reimbursement rate
Oct. 1, 2005

10.40.55.a

For overnight travel assignments, IRS publication 463 requires all meals to be reimbursed at the rate in
effect for the area where the traveler stops for sleep. The meal reimbursement rate for the last day of
travel (return day) would continue to be the rate for the location where the traveler last stopped for sleep.
Refer to Section 10.90 for meal reimbursement rates.

10.40.55.b

For non-overnight travel assignments, agencies may adopt internal policies to determine the rate of
reimbursement, not to exceed the applicable rates in Section 10.90.

10.40.60 Taxation of meal payments

Oct. 1, 2004

For non-overnight travel assignments and for payments above the federal rates, agencies may wish to
consult IRS publication 463 regarding the taxation of these meal payments.
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10.50  Travel Arrangements and Reimbursements

. . Effective Page
Section Title Date Number
10.50.10  What types of transportation costs are reimbursable? May 1, 1999 87
10.50.20  Reimbursement for privately-owned motor vehicle use Oct. 9, 2015 88
10.50.23  Reimbursement for privately-owned aircraft use Jan. 1, 2015 88
10.50.25 lIl{Seestrictions on reimbursement for privately-owned motor vehicle Oct. 1, 2016 89
10.50.35  Restrictions and requirements on rental motor vehicle use Oct. 9, 2015 91
10.50.40 Agencies may purchase airline and other common carrier tickets in Jan. 1,2012 )

advance under certain conditions
10.50.45  How to make air travel arrangements Jan. 1, 2012 92
10.50.50  Airline contracts and limitations on reimbursement Oct. 1, 2013 92
10.50.55  Criteria and limitations for airport selection May 1, 1999 93
10.50.65  Limitations on reimbursement for non-air common carrier costs Oct. 1, 2015 94
10.50.70  How changes in itinerary affect reimbursement Jan. 1, 2015 94
10.50.75 May the t(r)aveler purchase airfare from personal financial Jan. 1, 2004 95
resources’
10.50.80  Refunds for unused transportation services Jan.1, 2004 95

10.50.10 What types of transportation costs are
May 11999 reimbursable?

Reimbursable transportation expenses include the costs of all necessary official state business travel on
railroads, airlines, ships, buses, private motor vehicles, and other usual means of conveyance.
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10.50.20 Reimbursement for privately-owned motor vehicle
Oct. 9, 2015 use

10.50.20.a

The agency head, or authorized designee, may authorize the use of a privately-owned vehicle (POV) in the
conduct of official state business when it is more advantageous or economical to the state that a state
driver travel by a POV rather than a common carrier or a state-owned or leased motor vehicle. The state
motor pool may provide cost comparison data to agencies as one guideline for assisting in making such a
determination.

Agencies, as part of their required positive system of control over travel, may adopt and use other
guidelines for satisfying the “more advantageous or economical” criteria contained in RCW 43.03.060.
Refer to Subsection 10.10.20.

Reimbursement for the use of a privately-owned motor vehicle on official state business is to be at the
private vehicle mileage reimbursement rate specified in Subsection 10.90.20 (PDF file) unless the agency
chooses a lesser rate.

10.50.20.b

Point-to-point mileage in the state is to be determined on the basis of the distances shown on the latest
Department of Transportation Official State Highway Map or other standard highway mileage guide. Out-
of-state mileage is to be determined on the basis of standard highway mileage guides.

"Vicinity" or local miles, as determined by odometer readings, may be shown on the Travel Expense
Voucher (form A20-A or form A20-2A) as a separate figure. Agencies may elect to reimburse either in-
state or out-of-state mileage, or both, on actual odometer readings. Agencies choosing to use actual
odometer readings as the mileage reimbursement basis are not required to distinguish vicinity miles from
point-to-point mileage.

10.50.23 Reimbursement for privately-owned aircraft use
Jan. 1, 2015

10.50.23.a

Reimbursement for the use of a privately-owned aircraft on official state business is to be at the privately-
owned aircraft reimbursement rate specified in Subsection 10.90.20 unless the agency chooses a lesser
rate.

10.50.23.b

Determine and report air mileage using the following rules:

1. Use miles shown on FAA approved aeronautical charts or electronic flight bag. For reimbursement
purposes, distance must be measured in statute miles.
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2. If a detour is necessary because of adverse weather, mechanical difficulty, or other unusual
conditions, the additional air mileage may be included in the mileage reported on the
reimbursement voucher and, if included, it must be explained.

3. When an official requirement of deviation from direct route travel is such that airway mileage
charts are not adequate to determine mileage, the formula of flight time multiplied by cruising
speed of the aircraft may be the basis for mileage determination.

10.50.25 Restrictions on reimbursement for privately-owned
Ot 1,216 motor vehicle use

10.50.25.a

Daily commute transportation expenses between the traveler’s official residence and official station (or
agency approved teleworking site) is a personal obligation of the traveler and is not reimbursable by the
state. All other miles driven on official state business are reimbursable.

The following diagram depicts reimbursable and non-reimbursable privately owned vehicle (POV)
mileage.
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Following are general guidelines and examples of POV mileage reimbursement:

An employee may be eligible for mileage reimbursement between their official residence and official
station only when the travel is in addition to their daily commute, and the additional travel is
required for business purposes and approved by the agency. Mileage would never be paid due to a
call back, split shift, or on-call situations, as this would be considered the employee’s normal
commute.

Mileage reimbursement may be given when an employee passes directly through their official
residence or official station.

For example: Travelers may be reimbursed for miles driven between their official residence and a
temporary duty station even when the traveler passes through the official station on the way to and
from the temporary duty station.

Working during hours or days that the employee is not normally scheduled to work does not entitle
the employee to reimbursement for transportation mileage expenses incurred between their official
residence and their official station.

Example: An employee works 10 hour days Monday through Thursday and has Fridays off. The
employee is required to come into the office on Friday, to take care of an emergency. The employee
leaves from home and travels to the office to take care of the emergency and returns home. The
employee is not entitled to mileage reimbursement, since the trip is considered the employee’s
normal commute.

When an employee is assigned to work at more than one location (building) within their official
station, they may be reimbursed only for the miles driven between the work locations. The mileage
from home to the additional work/training location is not reimbursable if it is in the same city as the
official station.

Example: An employee’s official residence is in Lakewood and official station is in Olympia. The
employee travels from home directly to training in Olympia. After training the employee goes by the
office in Olympia to do some work before returning home. The miles driven between Lakewood and
the training center in Olympia are considered the normal commute and therefore not eligible for
reimbursement. However, the miles driven between the work/training locations and work are
reimbursable.

10.50.25.b

Because of the potential of misuse in this area, agencies are cautioned to strictly adhere to Section 10.10,
Travel Management Requirements and Restrictions. Agency written internal policies and procedures are
to be established to ensure all claims for personal vehicle mileage are for travel that is both critical and
necessary for state business.
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10.50.25.¢

Reimbursement for the use of a privately-owned motor vehicle is payable to only one traveler when two or
more travelers are traveling in the same motor vehicle on the same trip.

10.50.35 Restrictions and requirements on rental motor
0ct:9.205 yehicle use

10.50.35.a

Rent motor vehicles from rental firms approved by the Department of Enterprise Services (DES) using the
state charge card system.

The state charge card system or the traveler's personal financial resources may be used to obtain the rental
motor vehicle. For contract reporting purposes, agency management should notify DES with the details
when personal resources are used.

10.50.35.b

When the traveler is billed individually and seeks reimbursement for purchase of rental car services, the
traveler should attach the original receipts as required or agency policy may allow non-original receipts if
the agency ensures adequate controls are in place to reduce the risk of duplicate or improper payments for
the costs to the Travel Expense Voucher (form A20-A, or form A20-2A if applicable) or reference the file
location. Record the date and purpose of the trip on the Travel Expense Voucher. For contract reporting
purposes, agency management should notify DES with the details related to individual reimbursement.

10.50.35.¢

Passengers may be transported in rental motor vehicles if they are engaged in the conduct of official state
business and/or specifically authorized by the agency head or authorized designee.

10.50.35.d

The state contract for rental of motor vehicles does not authorize vehicles to be used for other than official
state business. Therefore, when a traveler couples a personal vacation with official state business, the
traveler is expected to execute a personal contract to rent a motor vehicle for the vacation portion of the
trip.

10.50.35.¢

Since the use of rental motor vehicles makes it difficult to segregate charges between official use and
occasional incidental personal use, the agency head or authorized designee is to establish written internal
policies in accordance with Subsection 10.10.10 to guard against abuse and require the traveler to pay for
all personal miles driven.
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10.50.35.f

The state contract for rental of motor vehicles usually includes full insurance coverage. The state will not
reimburse travelers for the cost of additional insurance coverage purchased on state contract vehicle
rentals.

10.50.40 Agencies may purchase airline and other common
fan. 12012 carrier tickets in advance under certain conditions

When an agency determines it can save money by taking advantage of discounts offered by a common
carrier for advance bookings and payments, it is authorized to pay for airline or other common carrier
tickets prior to a scheduled trip if the following conditions are met:

1. The ticket is purchased through the State Charge Card System administered by the Department of
Enterprise Services (refer to Subsection 10.10.45), and

2. The agency retains control of the ticket or E-Ticket authorization numbers(s). If unused at the end of
the fiscal year, the ticket cost is to be recorded in the concluding fiscal year as an asset rather than an
expenditure. Tickets or E-Ticket authorization numbers should be provided to travelers in a timely
manner in advance of travel to avoid last minute problems.

10.50.45 How to make air travel arrangements
Jan. 1,2012

Absent agency specific purchasing requirements, state agencies must use a travel provider qualified
through the Department of Enterprise Services (DES) when making air travel arrangements.

The only exceptions are for:

* Conditions stated in DES contract documents. Agencies are to contact DES if they have questions
regarding the exception conditions.

* Emergency situations that have been approved by the agency designated travel coordinator.

For information on qualified travel providers, contact DES at descontractsteamapple@des.wa.gov or (360)
489-4908.

10.50.50 Airline contracts and limitations on reimbursement
Oct. 1,2013

In accordance with the Department of Enterprise Services (DES) negotiated contracts, where a city pair
contract exists, such as between Seattle, Washington and Missoula, Montana, reimbursement may be
made up to the contract air fare amount. An agency may make reimbursement above the contract airfare
only:
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« For allowable conditions as stated within the contract documents, AND
¢ When the air carrier has sold all seats for the desired destination.

Except as noted below, reimbursement above the airfare contract is to be at the lowest applicable airfare
not to exceed tourist class or its equivalent. This reimbursement limitation may be exceeded, if
necessary, for the Health and Safety of the traveler (Subsection 10.10.35), and when disabled persons (and
a personal care attendant, if necessary for the disabled person to travel) are required to travel.

For specific contract information, contact DES at (360) 902-7400.

Business class air common carrier accommodations may be approved when travel is direct between
authorized origin and destination points, including connecting points, and either the origin or destination
point is outside the continental United States, and the scheduled one-way flight time is in excess of 14
hours, provided all of the following conditions have been met:

* The agency head or authorized designee approves the business class airline accommodations in
advance, and

« The traveler has exhausted all state business frequent flyer miles available for an upgrade.

10.50.55 Criteria and limitations for airport selection
May 1, 1999

10.50.55.a

Use the criteria for selecting travel alternatives stated in Subsection 10.10.20 for airport selection. In most
cases, this means agencies must select the most economical alternative.

10.50.55.b

Use of the local airport is assumed to result in travel expenses that are most economical to the state.
Travelers are expected to use their local airport when traveling by regularly scheduled air service on state
business, unless an alternative meets one of the criteria and conditions noted in Subsection 10.10.20.

A "Local Airport" is the airport that offers regularly scheduled air service that is closest to the point from
which travel begins. In most situations it would be the airport closest to the traveler’s residence. For out-
of-state destinations, the closest airport that provides direct out-of-state flights may be considered the local
airport.

The traveler is to provide documentation to support a decision to use an airport other than the local airport.

If the traveler chooses another airport for reasons other than those specified in Subsection 10.10.20, the
traveler must bear any costs in excess of the most economical costs.
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10.50.65 Limitations on reimbursement for non-air common
Oct. 1,205 cayrier costs

10.50.65.a

Normally, the maximum reimbursement for transportation expenses via non-air common carriers is the
lowest applicable fare not to exceed the lowest class fare.

Business class non-air common carrier travel may be approved by the agency head or designee when all
the following conditions have been met:

* The higher class fare is necessary for having business interaction or for conducting state business
while in route to the destination; and

* The higher class fare is less expensive than a coach class airfare or is the only mode of travel
available to arrive at the destination.

This reimbursement limitation may be exceeded if necessary for the Health and Safety of the traveler
(Subsection 10.10.35), and when disabled persons (and a personal care attendant, if necessary for the
disabled person to travel) are required to travel. For specific contract information, contact the Department
of Enterprise Services at (360) 902-7400.

10.50.65.b

Agencies may adopt written internal policies that allow for use of privately-owned vessels when
commercial non-air common carriers are not available or economical. Agency policy must require prior
authorization and limit reimbursement to actual costs, such as fuel and moorage, as evidenced by receipts.

10.50.70 How changes in itinerary affect reimbursement
Jan. 1, 2015

If there is an authorized change in a traveler’s itinerary while on travel status to conduct official state
business, the traveler, whenever possible, is to pay the added cost through a State Charge Card System. If
a state charge card receipt is issued, the traveler is to attach the receipt for the added cost to the Travel
Expense Voucher (form A20-A or A20-2A) or reference the agency file location.

If the traveler does not have access to a State Charge Card System, the traveler may pay for the added cost
from personal financial resources.

In all cases where a traveler is billed individually and is seeking reimbursement for purchase of air carrier
services. Either original receipts are required or agency policy may allow non-original receipts if the
agency ensures adequate controls are in place to reduce the risk of duplicate or improper payments are to
be attached to the Travel Expense Voucher (form A20-A or A20-2A) by the traveler or the agency file
location referenced.
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10.50.7S May the traveler purchase airfare from personal
fan1.2004 financial resources?

Except as provided in Subsection 10.50.70, a traveler may only use personal financial resources to
purchase airfare in emergency situations when the State Charge Card System is not accessible. It will be
up to the agency’s management to authorize reimbursement of charges made with personal financial
resources.

When a traveler is billed individually and seeks reimbursement for purchase of airfare, the traveler must
attach receipts to the Travel Expense Voucher (form A20-A or A20-2A) or reference the agency file
location.

10.50.80 Refunds for unused transportation services
Jan.1, 2004

The agency should receive a refund for unused contract tickets purchased through a State Charge Card
System.

The agency is to treat such refunds as recoveries of expenditures.
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10.60 Miscellaneous Travel Expenses

Section Title ggfteective Nllzlz:lglfer
10.60.10  What types of miscellaneous travel costs are reimbursable? Jan. 1, 2018 96
10.60.20  Bill expenses greater than $50 to the agency whenever possible May 1, 1999 97
10.60.30  Costs for personal care attendant services may be reimbursed May 1, 1999 97
10.60.40  Charges by airlines on international flights July 1, 2011 97
10.60.50  State vehicle use of Good To Go! passes Oct. 1, 2016 98

10.60.10 What types of miscellaneous travel costs are

Jan. 1,2018

reimbursable?

Miscellaneous travel expenses essential to the transaction of official state business are reimbursable to the
traveler. Reimbursable expenses include, but are not limited to:

» Transportation services including; taxi, shuttle, limousine fares, town car, Uber and Lyft, (including

a customary tip or gratuity), motor vehicle rentals, parking fees, and ferry and bridge tolls. However,
as noted in Subsection 10.20.20, tolls associated with the use of high occupancy toll (HOT) lanes are
considered a personal expense and not reimbursable.

Registration fees required in connection with attendance at approved conventions, conferences, and
official meetings.

Rental of room in a hotel or other place that is used to transact official state business. The room
rental is reimbursable as a separate item from lodging when authorized by the agency head or
authorized designee.

Charges for necessary facsimile (fax) services.

Charges for necessary stenographic or typing services in connection with the preparation of reports
and/or correspondence, when authorized by the agency head or authorized designee.

The actual cost of laundry and/or dry cleaning expenses, as evidenced by a receipt, is authorized for
travelers in continuous travel status for five (5) or more days in the continental U.S.A. Either original
receipts are required or agency policy may allow non-original receipts if the agency ensures
adequate controls are in place to reduce the risk of duplicate or improper payments. An allowance is
already included in the meals and incidental rates for travel outside CONUS (refer to Subsection
10.20.10). Use of a coin-operated Laundromat is allowable. If a receipt for a coin-operated
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Laundromat is not available, the traveler may claim actual expenses up to $50 on the "Detail of
Other Expenses" portion of the Travel Expense Voucher (form A20-A) (refer to Subsection
10.80.40).

* Mandatory destination or resort fees charged by lodging facilities for items such as room safes,
premium high speed internet access, long-distance phone calls, laundry credit, or food and beverage
credit. (Note: total lodging reimbursement must comply with requirements detailed in Section
10.30).

» Fees charged for internet access required in connection with state business travel.

* Charges for checked baggage, if any, excluding overweight charges, for up to the first two bags on
domestic flights.

* As part of their system for management and control of travel related costs, agencies shall define the
circumstances under which charges for transportation of equipment and materials required to
perform state business are reimbursable as a miscellaneous travel expense.

* Charges for GPS devices required in connection with state business travel to ensure timely arrival of
the business destination.

10.60.20 Bill expenses greater than $50 to the agency
My L1999 whenever possible

Whenever possible, the traveler should not pay for motor vehicle rentals, registration fees, rental of rooms
for official state business, and other miscellaneous travel expenses in excess of $50. The traveler should
request the vendor of the services to bill the agency in accordance with prescribed purchasing
requirements (also refer to Subsections 10.80.50 and 10.80.55).

10.60.30 Costs for personal care attendant services may be
May L1999 reimbursed

The cost of personal care attendant services required by disabled travelers in order for them to travel will
be allowed as a miscellaneous travel expense. Such costs may include fees and travel expenses of the
attendant. The agency head or authorized designee sets the maximum reimbursement for such costs as part
of the agency's required system for management and control over travel (refer to Subsection 10.10.10).

10.60.40 Charges by airlines on international flights

July 1,2011

As part of their system for management and control of travel related costs (refer to Subsection 10.10.10),
agencies are required to define the circumstances under which charges assessed by airlines on
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international flights are reimbursable as miscellaneous travel expenses (examples include baggage fees or
seat assignment fees).

10.60.50 State vehicle use of Good To Go! passes

Oct. 1, 2016

10.60.50.a

Agencies should use Good To Go! passes on state vehicles when it makes good business sense to do so.
Factors that should be considered include:

* Frequency of travel of a vehicle over tolled bridges;

* Costs associated with non use of passes including increased employee travel time and higher toll
rates; and

* Costs/savings associated with use of passes including initial purchase costs, reduced employee travel
time, and lower toll rates.

Agencies should actively manage/monitor their Good To Go! account. When replenishing the account,
agencies should not exceed one month’s estimated usage and may not auto-replenish accounts. To avoid
higher toll rates and fees associated with toll billings, agencies should maintain a positive balance in their
Good To Go! account.

For further information about Good To Go!, refer to the Washington State Department of Transportation’s
website at: http://www.wsdot.wa.gov/GoodToGo/default.htm.

10.60.50.b

Use of High Occupancy Toll or Express Toll lanes in state vehicles.

Except as otherwise authorized in law or regulation, state owned vehicles shall utilize the High Occupancy
Toll (HOT) or Express Toll lanes only when they meet the posted high occupancy vehicle (HOV)
requirement. If the state vehicle is equipped with a Good To Go! pass, a pass disabling device must be
used. The Washington State Department of Transportation (WSDOT) maintenance vehicles servicing the
corridor are exempt from the posted HOV requirement.

For further information about tolling, refer to WSDOT’s website at: http://www.wsdot.wa.gov/Tolling/.
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10.70 Boards, Commissions, or Committees

. . Effective Page
Section Title Date Number
10.70.00  Travel restricted July 28, 2019 929
10.70.10  Types of boards, commissions, or committees Jan. 1, 2000 100
10.70.20 Meal and lodging reimbursement for members serving in an July 1,2011 100

advisory, coordinating, or planning capacity
10.70.30 Meal and lodging reimbursement for members serving in a rule- July 1,2011 102
making capacity
10.70.40  May lodging taxes be reimbursed? July 1, 2011 103
10.70.50  Exceptions to the meal reimbursement rates July 1, 2011 104
10.70.55  Who is authorized to be reimbursed for travel expenses? July 1, 2011 104
10.70.60 How should travel expenses other than meals and lodging be July 1,2011 104
reimbursed?
10.70.70 Coffee and light refreshments may be served at board, July 1,2011 105

commission, or committee meetings

10.70.00 Travel restricted

July 28,2019

RCW 43.03.220, 43.03.230, 43.03.240, 43.03.250, and 43.03.265 restrict travel costs for boards and
commissions as follows:

All executive, legislative, or judicial branch boards and commissions must comply with the policies in this
section.

10.70.00.a

All boards and commissions, when feasible, shall use alternative means of conducting meetings which do
not require travel, while still maximizing member and public participation. The board or commission may
use a meeting format that requires members to be physically present at one location only if necessary or
required by law.

10.70.00.b

No member of a class one through class three or class five board, commission, council, committee of
similar group may receive an allowance for subsistence (meals), lodging, or travel expenses when funded
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by the General Fund - State, unless needed for the critically necessary work of an agency pursuant to
RCW 43.03.049.

Pursuant to RCW 43.03.049, exceptions may be granted for the critically necessary work of an agency as
set forth below.

* For boards under the authority of executive branch agencies, the exceptions are subject to
approval by the agency head or authorized designee;

» For judicial branch agencies, the exceptions are subject to approval by the Chief Justice of the
Supreme Court;

» For legislative agencies, exceptions are subject to approval by both the Chief Clerk of the House
of Representatives and the Secretary of the Senate;

* For boards under the authority of a separately elected official, the exceptions are subject to
approval by the separately elected official;

* For boards under the authority of institutions of higher education, the exceptions are subject to
approval by the president of the institution; and

» For all other boards, the exceptions are subject to approval by the chair or executive director.

10.70.10 Types of boards, commissions, or committees
Jan. 1, 2000

There are two general categories of boards, commissions, or committees:

» Advisory, coordinating, or planning capacity.
* Rule making capacity.

Reimbursement for travel expenses is dependent upon the type of board, commission, or committee that
members are assigned to and the payment option selected.

10.70.20 Meal and lodging reimbursement for members
iy L2010 gerving in an advisory, coordinating, or planning
capacity

Travel, meal and lodging reimbursements are restricted. Refer to Subsection 10.70.00.
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10.70.20.a

This subsection addresses reimbursement for those persons appointed to serve on any state board,
commission, or committee in an advisory, coordinating, or planning capacity. This encompasses
individuals serving on:

¢ A Class One board, commission, or committee as established in RCW 43.03.220.

* Others - Any part-time board, commission, council, committee, or other group of similar nature not
covered by RCW 43.03.220 but established by the executive, legislative, or judicial branch to
participate in state government in primarily an advisory, coordinating, or planning capacity.

10.70.20.b

Except as otherwise provided by law, all members serving in an advisory, coordinating, or planning
capacity (class one or others), if entitled to reimbursement for meals and lodging are to be reimbursed
under one of the two options listed below. Payments to advisory board members should comply with IRS
Annual U.S. Information Returns (1099’s) requirements.

Option 1

For allowable meal and lodging expenses in non-high cost areas of the Continental USA, reimburse at the
hourly, non-high cost per diem rate displayed in Subsection 10.90.20 (PDF file) for each hour spent in
going to a meeting, attendance at a meeting, and returning from the meeting.

For allowable meal and lodging expenses in high cost areas of the Continental USA and in all areas
outside the Continental USA, reimburse members at an hourly rate equal to 1/24th of the maximum
allowable per diem rate in effect at the time of travel for the specific area or locality, as displayed in
Subsection 10.90.10.

Under this option, members attending meetings and performing other official business are considered to
be in travel status and the eleven-hour rule (Subsection 10.40.50) and official station rule (Subsection
10.30.40) do not apply. An internal travel policy is required for agencies that use this option.

Members should submit claims for reimbursement on a Travel Expense Voucher designed for members of
boards and commissions (form A20-2A) after the travel has occurred.

Subsection 10.30.20 (Exception to the Maximum Allowable Lodging Amounts) may not be used in cases
where individuals paid under this option are attending board meetings.

Option 2

Under this option, members are reimbursed allowable meal and lodging expenses at the same rates as
regular state officials and employees, unless otherwise provided in statute. Refer to Subsection 10.30 and
10.40 for qualifications. These individuals should claim reimbursement on a Travel Expense Voucher
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(form A20-A). Use of this option for reimbursement requires prior written approval from the agency head
or authorized designee.

10.70.30 Meal and lodging reimbursement for members
luly 1,201 gerving in a rule-making capacity

Travel, meal and lodging reimbursements are restricted. Refer to Subsection 10.70.00.

This subsection addresses reimbursement for those persons appointed to serve on any state board,
commission, or committee in a rule-making capacity. This encompasses individuals serving on:

e A Class Two, Three, Four, or Five board, commission, or committee established in RCW
43.03.230, 43.03.240, 43.03.250, or 43.03.265 respectively.

*  Others - Any part-time board, commission, council, or committee not covered by RCW 43.03.230,
43.03.240, 43.03.250, or 43.03.265, but established by either the executive, legislative, or judicial
branch to participate in state government. These members have rule-making authority, perform
quasi-judicial functions, have responsibility for the administration or policy direction of a state
agency or program, or perform regulatory or licensing functions with respect to a specific profession,
occupation, business, or industry.

Except as otherwise provided by law, members who are entitled to reimbursement are to be reimbursed for
meals and lodging as follows:

10.70.30.a

Class Two, Three, Four and Five Boards

Individuals serving on either a Class Two, Three, Four, or Five board, commission, council, or committee
are to be reimbursed allowable meal and lodging expenses at the same rates as regular state officials and
employees, unless specifically provided otherwise in statute. Refer to_Subsection 10.30 and 10.40 for
qualifications. These individuals should claim reimbursement on a Travel Expense Voucher (form

A20-A).

10.70.30.b
Others

Individuals serving on any part-time board, commission, council, committee, or other group of similar
nature not covered by RCW 43.03.230, 43.03.240, 43.03.250, or 43.03.265, are to be reimbursed under
one of the following two options:
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Option 1

For travel in non-high cost areas of the Continental USA, reimburse members for meal and lodging
expenses at the daily, non-high cost per diem rate displayed in Subsection 10.90.20 (PDF file) for each
day or portion thereof spent to conduct board, commission, council, or committee business.

For travel in high cost areas of the Continental USA or in all areas outside the Continental USA,
reimburse members for meal and lodging expenses at the daily maximum allowable per diem rate for the
location for each day or portion thereof spent to conduct official business. Per diem rates for these
locations are contained in Subsections 10.90.10 and 10.90.20 (PDF file).

Under this option, members attending meetings and performing other official business are considered to
be in travel status and the eleven-hour rule (Subsection 10.40.50) and official station rule (Subsection
10.30.40) do not apply. An internal travel policy is required for agencies that use this option.

Individuals should submit claims for reimbursement on a Travel Expense Voucher designed for members
of boards and commissions (form A20-2A) after the travel has occurred.

Meal and lodging expense reimbursement under Option 1 does not meet the requirements of an
accountable plan as defined by the Internal Revenue Service and is subject to federal employment taxes.

Subsection 10.30.20 (Exception to the Maximum Allowable Lodging Amounts) may not be used in cases
where individuals paid under this option are attending board meetings.

Option 2

Under this option, members are reimbursed allowable meal and lodging expenses at the same rates as
regular state officials and employees, unless otherwise provided in statute. Refer to Subsection 10.30 and
10.40 for qualifications. Claims for reimbursement should be submitted on a Travel Expense Voucher

(form A20-A). Use of this option for reimbursement requires prior written approval from the agency head
or authorized designee.

10.70.40 May lodging taxes be reimbursed?

July 1, 2011

Travel, meal and lodging reimbursement are restricted. Refer to Subsection 10.70.00.

In addition to the Maximum Lodging Amounts contained in Subsections 10.90.10 and 10.90.20 (PDF

file), board members on overnight travel may be reimbursed taxes paid on lodging as evidenced by a
receipt. Refer to Subsection 10.90.10.d for rules on lodging taxes for the Non Continental USA and
Foreign locations.
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10.70.50 Exceptions to the meal reimbursement rates
July 1, 2011

Travel, meal and lodging reimbursements are restricted. Refer to Subsection 10.70.00.

10.70.50.a

Members of a board, commission, or committee who receive per diem (meals and lodging) reimbursement
allowances are expected to pay the cost of any meals provided with meetings, etc. When the meal has
been purchased by the agency, the cost can be deducted on form A20-A or form A20-2A as applicable, or
the member may make payment to the agency.

10.70.50.b

Some members of boards, commissions, or committees are specifically authorized by statute to be
reimbursed the actual cost of meals. When the actual cost of meals exceeds the meal allowances
contained in Subsections 10.90.10 and 10.90.20 (PDF file), receipts must be attached to the form A20-A
or A20-2A, or their agency file location referenced.

10.70.55 Who is authorized to be reimbursed for travel
luly L2011 expenses?

Travel, meal and lodging reimbursements are restricted. Refer to Subsection 10.70.00.

Eligibility for travel expense reimbursement is established in the law creating the board, commission or
committee. Absent specific authorization, members of boards, commissions or committees are not eligible
for travel expense reimbursement.

10.70.60 How should travel expenses other than meals and
luly 1.2011 1odging be reimbursed?

Travel, meal and lodging reimbursements are restricted. Refer to Subsection 10.70.00.

Unless the law provides a specific reimbursement process, those persons appointed to serve on any state
board, commission, or committee (advisory or rule making) are to be reimbursed for transportation and
other travel expenses in the same manner as state officials and state employees.
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10.70.70 Coffee and light refreshments may be served at
luly 2011 hoard, commission, or committee meetings

Travel, meal and lodging reimbursement are restricted. Refer to Subsection 10.70.00.

All legally authorized boards, commissions, or committees may provide coffee and/or light refreshments
at their official public meetings (including executive sessions) under the provisions of Subsection
70.10.20.
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Travel Expense Claims, Payments, Reimbursements
10.80
and Advances

. . Effective Page
Section Title Date Number
10.80.10  What is the purpose of the Travel Expense Voucher? Jan. 1, 2000 106

10.80.20 What are the traveler's responsibilities in completing the Travel July 1,2014 106
Expense Voucher?

10.80.30 What are the agency responsibilities in reviewing and paying the Oct. 1, 2001 107
Travel Expense Voucher costs?

10.80.40 Receipts and documentation required in support of Travel Expense Jan. 1, 2015 107

Vouchers

S
2]

10.80.50 Miscellaneous supplies exceeding $50 should not be included on Jan. 1, 2000 1
the Travel Expense Voucher

10.80.55  Paying vendors directly for travel costs July 1, 2000 108
10.80.60  Travel expense advances June 1, 2018 109
10.80.70 Internal Revenue Service regulations affecting travel expenses and Jan. 1, 2000 11

travel advances

10.80.10 What is the purpose of the Travel Expense Voucher?

Jan. 1, 2000

The Travel Expense Voucher (form A20-A or A20-2A) is used to:
*  Document the authorization for travel within the state of Washington.

* Document the approval of travel related expenses for all travel.

10.80.20 What are the traveler's responsibilities in completing
luly 12014 the Travel Expense Voucher?

The traveler has the following responsibilities for completing the Travel Expense Voucher and certifying
travel expenses:

1. Prepare the Travel Expense Voucher, providing the level of detail requested on the form.

2. Inthe "PURPOSE OF TRIP" column, describe the purpose or accomplishments of the trip in enough
detail to document that the travel was essential to carry out the necessary work of the agency.
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3. For manually prepared vouchers, attach receipts and documentation required by agency policy and
this chapter. (Refer to Subsection 10.80.40). For electronically prepared and submitted vouchers,
reference the agency file location for all receipts. Either original receipts are required or agency
policy may allow non-original receipts if the agency ensures adequate controls are in place to reduce
the risk of duplicate or improper payments.

4. Submit the travel voucher to the person authorized to approve travel in accordance with agency
policy and the requirements of this section.

10.80.30 What are the agency responsibilities in reviewing
Oct. 12001 and paying the Travel Expense Voucher costs?

10.80.30.a  Agency Head or Designee

Reviews and approves the voucher.

10.80.30.b  Agency Fiscal Office

Process the payment to the employee no later than ten (10) work days after receipt of the properly
completed Travel Expense Voucher.

10.80.30.c  Agency’s Chief Fiscal Officer Must Approve Travel of Agency Head

An agency head is to be reimbursed for travel expenditures only after the agency head and the agency’s
chief fiscal officer have personally approved the agency head's Travel Expense Voucher certifying that the
agency head's travel is in compliance with state travel policy. The chief fiscal officer's immediate
assistant may approve the voucher in place of the chief fiscal officer in those emergency situations when
the chief fiscal officer is not available. The chief fiscal officer's approval does not relieve any
responsibility from the agency head for wrongdoing relating to travel reimbursement.

10.80.40 Receipts and documentation required in support of
fan 1205 Travel Expense Vouchers

10.80.40.a

Original receipts or agency policy may allow non-original receipts if the agency ensures adequate controls
are in place to reduce the risk of duplicate or improper payments, for the following items are required to
accompany the Travel Expense Voucher or have the agency file location referenced:

1. Lodging at a commercial facility (except for daily per diem payments made to members of Boards,
Commissions, or Committees). (Section 10.70)

2. The actual cost of laundry and/or dry cleaning expenses for travelers in continuous travel status for
five (5) or more days. Use of a coin operated Laundromat is allowable. If a receipt for a coin
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operated Laundromat is not available, the traveler may claim actual expenses up to $50 on the
"Detail of Other Expense" portion of the Travel Expense Voucher. (Refer to Subsection 10.60.10)

3. Allowable miscellancous expenditures (refer to Section 10.60) for amounts in excess of $50, per
item per day, plus any applicable tax. However, the following items do not require receipts,
regardless of the amount:

» Day parking fees.

» Transit fares, ferry fares, bridge and road tolls.

» Taxi, shuttle, and limousine fares when necessary and on official state business.

» Telephone calls where it is necessary to use a coin box telephone or where the telephone call

cannot be charged to the traveler’s office telephone extension.

4. Meal receipts when required by agency policy.

5. Gas when purchased for rental cars and the actual expense is in excess of $50.

10.80.40.b

The following documentation should be completed on the Travel Expense Voucher where applicable:

1. When lodging or meals are being reimbursed, the exact time, including A.M. or P.M. designation of
departure and return.

2. When two or more travelers are traveling together in one motor vehicle, each traveler is to indicate this
fact by identifying, on the expense voucher, the person(s) accompanying the traveler and the travel
destination of each.

10.80.50 Miscellaneous supplies exceeding $50 should not be
fn 1,200 jncluded on the Travel Expense Voucher

The expense voucher is not to include expenses for supplies exceeding $50, plus applicable tax. Such
items are to be purchased in accordance with prescribed state purchasing requirements and taken along on
the trip.

10.80.55 Paying vendors directly for travel costs

July 1, 2000

Pursuant to RCW 43.03.065:
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Written approval of the agency head or authorized designee must be obtained prior to authorizing direct
billing of the traveler’s meal and lodging expenses to the agency and direct payment to the vendor by the
agency.

Any payments made in accordance with this subsection are to be supported, at a minimum, by documents
consisting of:

* A copy of the agreement (e.g., a field order, etc.) entered into between the vendor and the agency
setting forth the services to be rendered by the vendor and the charges thereof;

* A list of the state officials, state employees, and other attendees for whom such goods and services
were provided and the dates they were provided, and

* A vendor billing in sufficient detail to ensure that payments are made in conformance with the
written agreement between the parties.

Payments to vendors for travel expenses are not to result in a cost to the state in excess of what would be
payable by way of reimbursement to the individuals involved.

Each agency is required to institute procedures that will ensure that any payments made under this
subsection are reasonable, accurate, and necessary for the conduct of the agency’s business.

10.80.60 Travel expense advances
June 1, 2018

10.80.60.a  Purpose

An agency may make a travel expense advance to defray some costs the traveler may incur while traveling
on official state business away from the official station or residence.

10.80.60.b  Limitations and requirements:

1. RCW 43.03.150 limits travel advances to elective or appointive officials and employees.

2. The advance is to cover a period not to exceed 90 days.
3. The traveler receives the advance no more than 30 days before the start of travel.

4. Travel advances are prohibited:

* For use of privately owned vehicles. (RCW 43.03.170)

* For the purchase of commercial airfares. (RCW 43.03.170 and 43.03.190 through 43.03.200).

5. The elective or appointive official or employee must expend the travel advance only to defray
necessary reimbursable costs while performing official duties.
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6. No travel advance shall be considered for any purpose as a loan to an elective or appointive official

or employee, and any unauthorized disbursement of a travel advance is to be considered as a
misappropriation of state monies by the officer or employee.

Agencies are to establish written policies prescribing a reasonable amount for which such advances
may be written. (RCW 43.03.150 and 43.03.170).

10.80.60.c How to Obtain Travel Expense Advances

The traveler is to submit a Travel Authorization form (A40-A or agency equivalent) to the supervisor.
The supervisor is to review and approve the proposed travel, and forward the Travel Authorization form to
the agency head or designee. Upon approval of the advance, the agency fiscal office is to process the
document for payment and present the traveler with a check or warrant.

10.80.60.d  Submitting and Accounting for Travel Advances

The traveler shall submit a fully itemized Travel Expense Voucher on or before the tenth day
following the month in which the authorized travel period ended. The traveler must fully justify the
expenditure of any portion of the advance for legally reimbursable items on behalf of the state.

The traveler shall return any portion of the travel advance not expended to the agency at the close of
the authorized travel period. The traveler is to submit the payment with a properly completed Travel
Expense Voucher and may make the payment by check, or similar instrument, payable to the agency.
(RCW 43.03.180).

If the travel advance is less than or equal to the travel expenses incurred, the traveler is to submit a
properly completed Travel Expense Voucher on or before the tenth day following the month in
which the authorized travel period ended. The expense voucher is to contain an itemization of
expenditures and is to indicate the net amount, if any, due the traveler. The agency is to process the
expense voucher in accordance with Subsection 10.80.30 and reimburse the traveler for any
additional amount due.

10.80.60.¢ Default on Repayment of the Advance by the Traveler

When a traveler defaults in accounting for or repaying an advance, the full unpaid amount shall
become immediately due and payable with interest of ten (10) percent per annum from date of
default until paid.

To protect the state from any losses on account of travel advances made, the state has a prior lien
against and shall withhold any and all amounts payable or to become payable by the state to such
officer or employee up to the amount of such travel advance and interest at a rate of ten percent per
annum, until such time as repayment or justification has been made. (RCW 43.03.180 through
43.03.190).
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10.80.70 Internal Revenue Service regulations affecting travel
fn1,2000 expenses and travel advances

10.80.70.a

The federal Internal Revenue Service (IRS) has implemented tax rules affecting travel advances. The IRS
requires travelers receiving travel advances to substantiate their travel expenses and to return to their
employer any unspent portions of the travel advance within a reasonable time period. If the traveler does
not substantiate the travel expenses or does not return any unspent portion of a travel advance within a
reasonable time period, the traveler's employer is required to report the amount of the travel advance as
income in Box 1 of Form W-2. This payment is subject to applicable payroll withholding taxes.

10.80.70.b

For purposes of state travel regulations, if a traveler substantiates a travel expense in accordance with state
travel regulations on a state Travel Expense Voucher within sixty (60) days after it is incurred, the traveler
will have met the reasonable time period requirement. Further, the travel expenses the traveler incurred
will not be considered income. Likewise, if a traveler returns to the employer any unspent portion of a
travel advance within 120 days after incurring a travel expense related to the travel advance, the traveler
will have met the reasonable time period requirement. When this occurs, the unspent portion of the travel
advance will not be considered income.

10.80.70.c

When a traveler fails to meet either of the timeliness criteria stated in item b above, the agency is required
to consider the unsubstantiated travel expense and the unspent portion of the travel advance as income and
deduct the applicable payroll withholding taxes from the traveler's next semi-monthly earnings.
Consequently, agencies are required to establish tracking systems in order to comply with this IRS
regulation.
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10.90 Travel Rates

. . Effective Page
Section Title Date Number
10.90.10  Reimbursement rates Jan. 1, 2015 112
10.90.20 Reimbursement rates for lodging, meals, and privately owned Jan, 1,2023 113

vehicle mileage

10.90.10 Reimbursement rates
Jan. 1, 2015

10.90.10.a

This section provides lodging, subsistence, and mileage rates for state officials and employees traveling on
official state business (RCW 43.03.050). The Office of Financial Management (OFM) revises this section
periodically based upon changes to source documents produced by three separate agencies of the federal
government as well as changes required by the State Legislature.

10.90.10.b  Lodging, Meals, and Private Vehicle Mileage Rates for the Continental USA
Refer to Subsection 10.90.20.

10.90.10.c High Cost Lodging and Subsistence Rates for the Continental USA

Per Diem allowances for High Cost Locations in the Continental USA are periodically revised by the U.S.
General Services Administration (GSA) and can be accessed online:

* For locations within Washington state, refer to the Per Diem Rates map on OFM’s Administrative
and Accounting Resources website at: http://www.ofm.wa.gov/resources/travel.asp.

* For locations outside of Washington state, refer to the GSA website at: www.gsa.gov. Select U.S.
Per Diem Rates to view rates for the Continental USA. Taxes may be added to the lodging rates
shown in these tables.

If the travel location is not listed (city or county), use Subsection 10.90.20 lodging and subsistence rates
for non high-cost areas.

For cities in the U.S. where the counties are not known, refer to the National Association of Counties
website at:_http://explorer.naco.org/.

10.90.10.d  Lodging and Subsistence Rates for the Non Continental USA and Foreign Locations

Per Diem allowances for foreign travel locations, Alaska, Hawaii, and US Possessions are revised monthly
and can be accessed online:
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» Refer to the U.S. Department of State - Foreign Per Diem Rates website at: http://aoprals.state.gov/
content.asp?content_id=184&menu_id=78.

» Rates for Alaska, Hawaii, and U.S. possessions follow the foreign rates at: http://
www.defensetravel.dod.mil/site/perdiemCalc.cfm.

Use the outside CONUS, Non-Foreign Overseas, and Foreign query tool. Most of the lodging rates
in these tables include all taxes. However, taxes on lodging are separately reimbursable for Alaska,
Hawaii, Puerto Rico, the Northern Mariana Islands, and U.S. possessions.

10.90.10.e

State agencies without access to the Internet may contact their OFM Accounting Division Consultant or
Travel Policy Consultant to obtain the current rates for Continental USA, Non Continental USA, and
Foreign locations.

10.90.20 Reimbursement rates for lodging, meals, and
fan- 1,203 privately owned vehicle mileage

The following summary shows the reimbursement rates for lodging, meals, and privately owned vehicle
mileage for the Continental USA:

Reimbursement rates for lodging, meals and privately owned vehicle mileage
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20.10 Internal Control Policies

Section Title ggfteective Nllzlz:lglfer
20.10.10  Purpose of these policies July 1, 2017 115
20.10.20  Authority for these policies July 1, 2017 115
20.10.30  Applicability of these policies July 1, 2017 115
20.10.40  Source of these policies July 1, 2017 115

20.10.10 Purpose of these policies

July 1, 2017

This chapter provides agency heads, managers, internal control officers, internal auditors, and all other
employees, with a background in and approach to establishing and maintaining an effective system of
internal control and internal audit so as to reasonably assure that they are meeting their respective
objectives.

20.10.20 Authority for these policies

July 1, 2017

The authority for these policies is RCW 43.88.160(4)(a).

20.10.30 Applicability of these policies

July 1, 2017

This chapter is applicable to all agencies of the state of Washington, as defined in RCW _43.88.020(4),
unless otherwise exempted by statute or rule.

20.10.40 Source of these policies

July 1, 2017

These policies are based on and incorporate information from Standards for Internal Control in the
Federal Government (Green Book) and COSO Internal Control - Integrated Framework.

COSO Internal Control - Integrated Framework ©2013, Committee of Sponsoring Organizations of the
Treadway Commission (COSO). All rights reserved. Used by permission.
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20.15 Internal Control Basics

. . Effective Page
Section Title Date Number
20.15.10 Internal control definition July 1, 2017 116
20.15.20  Roles and responsibilities July 1, 2017 117

e
e
(o2e]

20.15.30  Annual requirements for agencies related to statewide reporting July 1, 2017

20.15.40  Internal control components and principles July 1, 2017 120
20.15.50 Limitations of internal control July 1, 2017 122
20.15.60  Other considerations July 1, 2017 123

20.15.10 Internal control definition

July 1, 2017

Internal control is a process, effected by those charged with governance, management, and other
employees, designed to provide reasonable assurance regarding the achievement of the entity’s objectives
relating to operations, reporting, and compliance.

For purposes of Chapter 20, the state’s internal control objectives are defined as the need for each agency
to:

» Safeguard its assets.

» Check the accuracy and reliability of its accounting data.

* Promote operational efficiency.

* Encourage adherence to policies for accounting and financial controls.
The definition of internal control emphasizes that internal control is:

* Geared to the achievement of objectives in one or more separate but overlapping categories -
operations, reporting, and compliance.

* A process consisting of ongoing tasks and activities - a means to an end, not an end in itself.

» Effected by people - not merely about policy and procedure manuals, systems, and forms, but about
people and the actions they take at every level of an organization to effect internal control.

* Able to provide reasonable assurance - but not absolute assurance, to an entity’s management.
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* Adaptable to the entity structure or size - flexible in application for the entire entity or for a subset
of an entity.

This definition of internal control is intentionally broad. It incorporates concepts that are fundamental to
how entities design, implement, and operate a system of internal control and assess its effectiveness.

20.15.20 Roles and responsibilities

July 1, 2017

Agency management is responsible for the agency’s operations, compliance and financial reporting
objectives. Therefore, the adequacy of internal control to provide reasonable assurance of achieving these
objectives is also the responsibility of management. That said, every state employee has a role in effecting
internal control. Roles vary in responsibility and level of involvement, as discussed below.

Given agency structure and size, individuals may assume multiple roles. However, care should be taken to
address the increased risk that may result from the concentration of responsibilities.

20.15.20.a Those charged with governance are responsible for overseeing the strategic direction of
the agency and obligations related to the agency’s accountability. This includes overseeing
the design, implementation, and operation of an effective internal control system. For most
agencies, those charged with governance include the agency head and members of agency
senior management. For agencies with a governing board, the board may appoint
individuals to fulfill this function.

20.15.20.b  The agency head is ultimately responsible for identifying risks and establishing,
maintaining, and monitoring the agency’s system of internal control. If the agency head
delegates this responsibility, the designated person should have sufficient authority to carry
out these responsibilities. The agency head together with those charged with governance
and agency management set the tone at the top that affects the control environment in
particular and all other components of internal control. The agency head signs the annual
Financial Disclosure Certification and, if applicable, the Federal Assistance Certification.

20.15.20.c The internal control officer (ICO) is responsible for coordinating the agency-wide effort
of evaluating internal control using the guidance in this chapter. The ICO coordinates the
agency’s required risk assessment and internal control monitoring activities and annually
provides written assurance to the agency head as required in Subsection 20.15.30. While
each agency is required to have an ICO, the ICO may perform these duties on a full-time
basis or on a part-time basis as long as other duties performed are not incompatible with the
ICO duties.

20.15.20.d Agency management at all levels is responsible for internal control under their span of
control. Management is responsible to communicate to agency employees their explicit or
implicit control activity duties. In addition, agency management should provide channels
outside normal reporting lines so agency employees can report noncompliance, problems in
operations, and illegal acts.
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Management is also responsible to convey the importance of internal control to all
employees both by what they say and what they do. If management is willing to override
controls, then the message that internal control is not important will be conveyed to
employees.

20.15.20.¢e Each agency employee is responsible to be aware of and attentive to risk management and
other internal control issues, to consider limitations and key risk areas, to document
decisions. To be most effective, employees need to understand the agency’s mission,
objectives, responsibilities, and their own role in managing risk. Each employee is also
responsible to report to management (and through channels outside normal reporting lines
when necessary) noncompliance, problems in operations, and illegal acts.

20.15.20.f Other professionals (internal or external to the agency) may provide assurance and
advisory support to management in areas such as developing appropriate procedures to
conduct risk assessments and internal reviews of control activities.

20.15.20.g  External auditors are not part of an agency’s internal control system and cannot be a
replacement for or supplement to an adequate system of internal control. The role of the
external auditor is to provide independent accountability and assurance to the public and
external stakeholders. However, this independent assurance is also valuable feedback to
those charged with governance and agency management.

20.15.30 Annual requirements for agencies related to
fuly 12017 gtatewide reporting

The Office of Financial Management (OFM) prepares the state’s Annual Comprehensive Financial Report
(ACFR) annually. While OFM has final responsibility for the contents of the ACFR, the data in the
financial statements and many of the notes to the financial statements are generated from Agency
Financial Reporting System (AFRS) transactions input by agencies. Because agencies are in control of
transactions entered into AFRS, OFM relies on agency internal control systems and the monitoring of
those systems to assert in writing that the ACFR is correct and complete.

Additionally, OFM prepares the Statewide Single Audit Report annually. Because federal programs are
administered at the agency level, OFM relies on agencies to establish and maintain effective systems of
internal control over federal program compliance. OFM relies on agency internal control systems and the
monitoring of those systems to assert in writing that the state has materially complied with the provisions
of federal programs in order to comply with the Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards.

20.15.30.a Risk assessment and internal control monitoring

At a minimum, agencies are required to document risk assessment and internal control monitoring
activities for objectives related to financial reporting and federal program compliance. These activities
may be done agency-wide at one time or by sections of the agency over a period of time. The agency
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should consider significance when planning the focus of the risk assessment activities. Likewise, agencies
should consider the results of the risk assessment when planning the focus of the monitoring activities. An
overall agency plan for risk assessment and internal control monitoring should strive to address high risk
areas at least once a biennium.

20.15.30.b  Required written annual assurance by the internal control officer

The risk assessment and associated internal control monitoring plan should be designed to provide
management with reasonable assurance that controls are operating as expected. The plan should also be
used to determine if internal control modifications are needed by considering events that have occurred,
processes or procedures that have changed, new projects or programs that are being planned or
implemented, and other changes within the agency that may have additional risks. If the plan uncovers
internal control weaknesses or if prior weaknesses still exist, they should be documented and addressed in
a timely manner.

The internal control officer is to communicate to the agency head the results of the agency’s required risk
assessment and associated internal control monitoring process. The communication is to include a
summary of all known weaknesses in internal control that could have a material effect on financial
reporting and federal program compliance along with the related corrective action or recommendations.
This communication may be ongoing and informal, but at least once per year, this assurance must be made
in writing to the agency head.

The internal control officer is responsible for ensuring that the plan is followed and that required
documentation of the risk assessment and monitoring conclusions is maintained and available for review
by agency management, the State Auditor's Office, and OFM.

20.15.30.c Required annual certifications signed by the agency head and CFO

As evidence that OFM can rely on each agency’s internal control systems for statewide reporting
purposes, every agency head and chief financial officer (CFO) is required to annually sign and submit a
Financial Disclosure Certification and, if applicable, a Federal Assistance Certification, to OFM’s
Accounting Division. By signing the certification(s), the agency head and CFO certify that:

* We are responsible for and have established and maintained an effective system of internal controls
as prescribed by SAAM Chapter 20. Our agency's system of internal controls incorporates adequate
procedures and controls to safeguard our assets, check the accuracy and reliability of our accounting
data, promote operational efficiency, and encourage adherence to policies for accounting and
financial controls. If there are significant deficiencies in internal control, a summary of the
deficiencies and corrective action is attached to this state certification.

*  We are responsible for the design and implementation of programs and controls to prevent and detect
fraud. We have disclosed all known instances and allegations of fraud or suspected fraud involving
management and employees who have significant roles in internal control. We have also disclosed
on this state certification any known instances and allegations of fraud or suspected fraud involving
others where the fraud could have a material effect on the financial statements.
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» If applicable, we are responsible for and have established and maintained an effective system of
internal control over federal program compliance, providing reasonable assurance that federal
awards are managed in compliance with laws, regulations, and the provisions of contracts and grant
agreements that could have a material effect on those programs. If there are significant deficiencies
in internal control, a summary of the deficiencies and corrective action is attached to this federal
certification.

There can be a variety of evidence that an agency head and CFO use as support backup for signing the
certifications referred to above, including the required annual assurance.

20.15.40 Internal control components and principles
July 1, 2017

The following five components and 17 principles together represent a comprehensive system of internal
control. This subsection presents a summary of each of the five components and the principles relating to
each component. For further details, refer to each component’s section.

20.15.40.a Control environment

The control environment is the set of standards, processes, and structures that provide the foundation for
carrying out internal control across the agency. The agency head together with those charged with
governance and agency management set the tone at the top regarding the importance of internal control
and expected standards of conduct.

There are five principles relating to the control environment.

1. The agency head together with those charged with governance and agency management
demonstrate commitment to integrity and ethical values.

2. Those charged with governance oversee the development and performance of internal control.

3. Management establishes structures, reporting lines, and appropriate authorities and responsibilities
in pursuit of objectives.

4. Management demonstrates a commitment to attract, develop, and retain competent individuals in
alignment with objectives.

5. Management holds individuals accountable for their internal control responsibilities in the pursuit
of objectives.

20.15.40.b Risk assessment

Risk assessment involves a dynamic and iterative process for identifying and analyzing risks to achieving
the agency’s objectives, analyzing the risks, and using that information to decide how to respond to the
risks.
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There are four principles relating to risk assessment.

6. Management specifies objectives with sufficient clarity to enable the identification and assessment
of risks relating to its objectives.

7. Management identifies and analyzes risks to the achievement of its objectives and uses that as a
basis for determining how the risks should be managed.

8. Management considers the potential for fraud in assessing risks to the achievement of its objectives.
9. Management identifies, analyzes, and responds to changes that could significantly impact its system

of internal control.

20.15.40.c Control activities

Control activities are policies, procedures, techniques, and mechanisms that help ensure that risks to the
achievement of an agency’s objectives are mitigated. Control activities are performed at all levels of the
agency, at various stages within business processes, and over the technology environment.

There are three principles relating to control activities.
10. Management designs control activities to achieve its objectives and respond to risks.

11. Management designs its information systems and related control activities to achieve its objectives
and respond to risks.

12. The agency implements control activities through policies and procedures.

20.15.40.d  Information and communication
Information and communication are necessary for an agency to carry out its internal control

responsibilities to support the achievement of its objectives.

There are three principles relating to information and communication.

13. The agency obtains or generates and uses relevant, quality information to support the functioning
of internal control.

14. The agency internally communicates information, including objectives and responsibilities for
internal control, necessary to support the functioning of internal control.

15. The agency communicates with external parties regarding matters affecting the functioning of
internal control.

20.15.40.¢e Monitoring Activities

Monitoring is the process of evaluating the quality of internal control performance over time and promptly
addressing internal control deficiencies.
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There are two principles relating to monitoring activities.

16. Management establishes and performs activities to monitor the internal control system and evaluate
the results.

17. The agency evaluates and communicates internal control deficiencies in a timely manner to those
parties responsible for taking corrective action.

20.15.50 Limitations of internal control
July 1, 2017

No matter how well designed, implemented, and conducted, internal control can provide only reasonable
assurance that objectives will be achieved due to limitations inherent to any system. These limitations
include the following:

20.15.50.a Judgment

The effectiveness of controls is limited by the fact decisions must be made with human judgment based on
the person’s experience and qualifications, in the time available, the information available, and pressures
to conduct business.

Clear written policies and instructions, redundant controls, and effective monitoring may address this
limitation in some instances.

20.15.50.b External events

Achieving operational objectives may be limited by factors outside the agency’s control, such as federal
regulations, responsiveness of customers or program partners, and natural disasters. However, internal
control should at least allow the agency to be informed of progress, or lack thereof, toward achieving such
objectives.

Effective risk assessment may address this limitation in some instances.

20.15.50.c Breakdowns

A well-designed system of internal control can break down due to misunderstanding instructions, obsolete
technology, faulty assumptions, mistakes due to carelessness, distraction, or being asked to focus on too
many tasks.

Effective risk assessment and monitoring, automated controls and redundant controls may address this
limitation in some instances.

20.15.50.d Management override

Even in an agency with an effective system of internal control, high-level employees may be able to
override prescribed policies or procedures for personal gain or advantage. This should not be confused
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with management intervention, which represents management actions to depart from prescribed policies or
procedures for legitimate purposes.

An internal audit function reporting to those charged with governance or a communication channel to
allow anonymous or confidential communication, such as the statewide whistleblower program, may
address this limitation in some instances.

20.15.50.¢ Collusion

Collusion between two or more individuals can result in control failures. Individuals acting collectively
often can alter financial data or other management information in a manner that cannot be identified by the
control system.

Effective monitoring and redundant controls may address this limitation in some instances. — Collusion
between two or more individuals can result in control failures. Individuals acting collectively often can
alter financial data or other management information in a manner that cannot be identified by the control
system.

Effective monitoring and redundant controls may address this limitation in some instances.

20.15.50.f Resource limitations

Every agency must prioritize efforts to implement or improve controls within resource limitations.

20.15.60 Other considerations

July 1, 2017

There are many ways to achieve effective internal control. Management must use judgment in determining
the specific combination of controls and how such controls are implemented, based on the agency’s
statutory purposes, regulations, programs, size, organizational structure, program structure, technology,
staffing, and policies. Thus, while all agencies must have sufficient internal control, the specific controls
in place will vary.

20.15.60.a  Large versus small agencies

All components and principles apply to both large and small agencies. However, smaller agencies may
have different implementation approaches than larger agencies. Smaller agencies typically have unique
advantages, which can contribute to an effective internal control system. These may include a higher level
of involvement by management in operational processes and direct interaction with employees.

A smaller agency, however, may face greater challenges in segregating duties because of its concentration
of responsibilities and authorities in the organizational structure. Management, however, can respond to
this increased risk through the design of the internal control system, such as by adding additional levels of
review for key operational processes, reviewing randomly selected transactions and related supporting
documentation, taking periodic asset counts, or checking supervisor reconciliations.
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20.15.60.b Benefits and costs of internal controls

When designing internal controls, management should balance the cost of different control approaches
with expected benefits. The allocation of resources should address the areas of greatest risk, complexity,
or other factors relevant to achieving the agency’s objectives.

20.15.60.c Service organizations

Management may engage external third parties to perform certain operational processes for the agency,
such as accounting and payroll processing, security services, or social service and health care claims
processing. These external third parties are referred to as service organizations. Management, however,
retains responsibility for the performance of processes assigned to service organizations. Internal control
over contracted processes may be attained either with controls performed by the agency, reliance on
controls performed by the service organization, or a combination of both. To the extent the agency relies
on controls performed by the service organization, the agency needs to obtain appropriate written
assurance from the service organization and to arrange for periodic independent review of these controls.

20.15.60.d Documentation

Documentation is a necessary part of a system of internal control. Management must determine the
level and nature of documentation that is needed to assess the effectiveness of internal control.
Documentation should be sufficient to allow the agency to:

» Assess the overall soundness of the system of internal control.
* Be aware of the existence of internal control weaknesses, if any.

* Formulate the agency’s plan of action for addressing internal control weaknesses and improving
the internal control where necessary.
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20.20 Control Environment

. . Effective Page
Section Title Date Number
20.20.10  Control environment overview July 1, 2017 125
20.20.20  Control environment principles July 1, 2017 125
20.20.30  Management’s role in the control environment July 1, 2017 126
20.20.40 Earlilﬁgisple 1 — Demonstrates commitment to integrity and ethical July 1,2017 126
20.20.50  Principle 2 — Exercises oversight responsibility July 1, 2017 127
20.20.60 Principle 3 — Establishes structures, reporting lines, authorities, and July 1,2017 127

responsibilities
20.20.70  Principle 4 — Demonstrates commitment to competence July 1, 2017 128
20.20.80  Principle 5 — Enforces accountability July 1, 2017 128

20.20.10 Control environment overview
July 1, 2017

The control environment is the set of standards, processes, and structures that provide the foundation for
carrying out internal control across the agency. The agency head together with those charged with
governance and agency management set the tone at the top regarding the importance of internal control
and expected standards of conduct.

Management reinforces expectations at all levels of the agency. The control environment has a pervasive
impact on the overall system of internal control.

20.20.20 Control environment principles
July 1, 2017

There are five principles relating to the control environment.

1. The agency head together with those charged with governance and agency management demonstrate
commitment to integrity and ethical values.

2. Those charged with governance oversee the development and performance of internal control.
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3. Management establishes structures, reporting lines, and appropriate authorities and responsibilities in
pursuit of objectives.

4. Management demonstrates a commitment to attract, develop, and retain competent individuals in
alignment with objectives.

5. Management holds individuals accountable for their internal control responsibilities in the pursuit of
objectives.

20.20.30 Management’s role in the control environment
July 1, 2017

Management is very influential in determining the control environment and influencing the control
consciousness of agency employees. A system of internal control is likely to function well if management
believes that controls are important and communicates that view to employees at all levels. Conversely, a
system of internal control is likely to be ineffective if management does not believe the controls are
important or if management communicates a negative view of controls to employees.

Management influences the control environment through their integrity and ethical values, commitment to
competence, philosophy and operating style, design of the organizational structure, assignment of
authority and responsibilities, and human resource policies and practices.

Management also influences the control environment through communication of the agency’s values and
behavioral standards to employees. This can be done by setting a good example, showing a positive
attitude toward internal control, displaying and following a formal code of conduct, communicating other
agency policies and procedures, taking swift and appropriate disciplinary action in response to policy
departure, and maintaining clear and updated job descriptions.

20.20.40 Principle 1 — Demonstrates commitment to integrity
Ty L2017 and ethical values

The agency head together with those charged with governance and agency management demonstrate
commitment to integrity and ethical values. The following points of focus highlight important
characteristics relating to this principle:

* Set the tone at the top and throughout the agency - The agency head together with those
charged with governance and agency management at all levels of the agency demonstrate through
their directives, actions, and behavior the importance of integrity and ethical values to support the
functioning of the system of internal control.

» [Establish standards of conduct - The expectations of the agency head together with those
charged with governance and senior management concerning integrity and ethical values are
defined in the agency’s standards of conduct and understood at all levels of the agency.
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« Evaluate adherence to standards of conduct - Processes are in place to evaluate the performance
of individuals and teams against the agency’s expected standards of conduct.

* Address deviations in a timely manner - Deviations of the agency’s expected standards of
conduct are identified and remedied in a timely and consistent manner.

20.20.50 Principle 2 — Exercises oversight responsibility

July 1, 2017

Those charged with governance oversee the development and performance of internal control. The
following points of focus highlight important characteristics relating to this principle:

* Determine an oversight structure - Those charged with governance determine an oversight
structure to fulfill responsibilities set forth by applicable laws and regulations, relevant government
guidance, and feedback from key stakeholders.

* Provide oversight - Those charged with governance oversee management's design,
implementation, and operation of the agency’s internal control system.

* Provide input for remediation - Those charged with governance give input to management's
plans for remediation of deficiencies in the internal control system as appropriate.

20.20.60 Principle 3 — Establishes structures, reporting lines,
Ty 1L.2017 authorities, and responsibilities

Management establishes structures, reporting lines, and appropriate authorities and responsibilities in
pursuit of objectives. The following points of focus highlight important characteristics relating to this
principle.

« Establishes the organizational structure - Management establishes the organizational structure
that enables the agency to achieve its objectives and address related risks.

» [Establishes reporting lines - Management designs and evaluates lines of reporting to enable
execution of authorities and responsibilities and flow of information to manage the activities of the
agency.

+ Assigns responsibility and delegates authority - To achieve the agency’s objectives, the agency
head assigns responsibility and delegates authority to key roles throughout the agency. A key role
is a position in the organizational structure that is assigned an overall responsibility of the agency.
Generally, key roles relate to senior management positions within an agency.
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20.20.70  Principle 4 — Demonstrates commitment to

July 1, 2017

competence

Management demonstrates a commitment to attract, develop, and retain competent individuals in
alignment with objectives. The following points of focus highlight important characteristics relating to this
principle:

Establishes policies and practices - Management develops policies and practices that reflect
expectations of competence necessary to support the achievement of objectives.

Evaluates competence and addresses shortcomings - Management evaluates competence of
agency employees and of outsourced service providers in relation to established policies and
practices, and acts as necessary to address shortcomings. Those charged with governance evaluate
competence of management.

Attracts, develops, and retains individuals - Management provides the mentoring and training
needed to attract, develop, and retain employees to support achievement of objectives.

Plans and prepares for succession - Management develops contingency plans for assignments of
responsibility important for internal control.

20.20.80 Principle S — Enforces accountability

July 1, 2017

Management holds individuals accountable for their internal control responsibilities in the pursuit of
objectives. The following points of focus highlight important characteristics relating to this principle

Enforces accountability through structures, authorities, and responsibilities - Management
establishes the mechanisms to communicate and hold individuals accountable for performance of
internal control responsibilities across the agency.

Establishes expectations and evaluates performance - Management establishes expectations
appropriate for and evaluates performance related to internal control responsibilities.

Considers excessive pressures - Management evaluates and manages pressures associated with
the achievement of objectives when assigning responsibilities, developing expectations, and
evaluating performance.
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20.22 Risk Assessment

Section Title ggfteective Nllzlz:lglfer
20.22.10  Risk assessment overview July 1, 2017 129
20.22.20  Risk assessment principles July 1, 2017 129
20.22.30  Principle 6 — Specifies objectives July 1, 2017 130
20.22.40  Principle 7 — Identifies and analyzes risks July 1, 2017 130
20.22.50  Principle 8 — Assesses fraud risk July 1, 2017 131
20.22.60  Principle 9 — Identifies, analyzes, and responds to changes July 1, 2017 132

20.22.10 Risk assessment overview
July 1, 2017

Risk is defined as the possibility that an event will occur and adversely affect the achievement of
objectives. Therefore, a precondition to risk assessment is establishing objectives. Risk assessment
involves a dynamic and iterative process for identifying risks to achieving agency objectives, analyzing
the risks, and using that information to decide how to respond to risks.

In risk assessment, management considers the mix of potential events relevant to the agency and its
activities in the context of the agency’s public visibility, size, operational complexity, regulatory
restraints, and other factors. Because of these variables, the same activity could have very different levels
of risk for two different agencies.

20.22.20 Risk assessment principles

July 1, 2017

There are four principles relating to risk assessment.

6. Management specifies objectives with sufficient clarity to enable the identification and assessment
of risks relating to its objectives.

7. Management identifies and analyzes risks to the achievement of its objectives and uses that as a
basis for determining how the risks should be managed.

8. Management considers the potential for fraud in assessing risks to the achievement of its objectives.
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9. Management identifies, analyzes, and responds to changes that could significantly impact its system
of internal control.

20.22.30 Principle 6 — Specifies objectives

July 1, 2017

Management specifies objectives with sufficient clarity to enable the identification and assessment of risks
relating to its objectives. The following points of focus highlight important characteristics relating to this
principle.

* Defines specific and measurable objectives - Management defines objectives at the agency and
unit level in alignment with the agency’s mission and strategic plan. Objectives:

o Are fully and clearly set forth so they can be easily understood at all levels of the agency.

o Can be broadly classified into one or more of three categories: operations, reporting, or
compliance

o Are stated in a quantitative or qualitative form that permits reasonably consistent measurement.

* Considers external and internal factors - Management considers external requirements and
internal expectations when defining objectives to enable the design of internal control. Legislators,
regulators, and standard-setting bodies set external requirements by establishing the laws,
regulations, and standards with which the agency is required to comply. Management sets internal
expectations and requirements by establishing standards of conduct, assigning responsibility, and
delegating authority.

» Considers risk tolerance - Management considers risk tolerances for the defined objectives. Risk
tolerance is the acceptable level of variation in performance relative to the achievement of
objectives.

20.22.40 Principle 7 — Identifies and analyzes risks

July 1,2017

Management identifies and analyzes risks to the achievement of its objectives and uses that as a basis for
determining how the risks should be managed. The following points of focus highlight important
characteristics relating to this principle.

 Identifies risk - Management identifies risks throughout the agency relevant to the achievement of
its objectives, considering both internal and external factors. Management considers the types of
risks that impact the agency which may include both inherent and residual risk. Management’s
lack of response to risk could cause deficiencies in the internal control system.

Management considers significant interactions within the agency and with external parties,
changes within the agency’s internal and external environment, and other internal and external
factors to identify risks. Internal risk factors may include the complex nature of an agency’s
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programs, its organizational structure, or the use of new technology in operational processes.
External risk factors may include new or amended laws, regulations, or professional standards;
economic instability; or potential natural disasters.

* Analyzes risks - Management analyzes identified risks to estimate their significance, which
provides a basis for responding to the risks. Management estimates the significance of a risk by
considering the magnitude of impact and likelithood of occurrence.

Magnitude of impact refers to the likely magnitude of deficiency that could result from the risk and
is affected by factors such as the size, pace, and duration of the risk’s impact. Likelihood of
occurrence refers to the level of possibility that a risk will occur.

* Manages risk - Management considers how the risk should be managed. Management designs
overall risk responses based on the significance of the risk and defined risk tolerance. Risk
responses may include the following:

o

Acceptance - No action is taken to respond to the risk based on the magnitude of impact,
likelihood of occurrence, and nature of the risk.

Avoidance - Action is taken to stop the operational process or the part of the operational
process causing the risk.

Reduction - Action is taken to reduce the likelithood or magnitude of the risk.

Sharing - Action is taken to transfer or share risks across the agency or with external parties,
such as insuring against losses.

Typically, no control activities are needed for acceptance and avoidance responses. When risk
response actions do not enable the agency to operate within its risk tolerances, management may
need to revise risk responses or reconsider risk tolerances. Periodic risk assessments allow
management to evaluate the effectiveness of the risk response actions.

20.22.50 Principle 8 — Assesses fraud risk

July 1,

2017

Management considers the potential for fraud in assessing risks to the achievement of its objectives. The
following points of focus highlight important characteristics relating to this principle.

* Considers various types of fraud - Management considers the types of fraud that can occur
within the agency to provide a basis for identifying fraud risks, such as:

o

Fraudulent financial reporting - Intentional misstatements or omissions of amounts or
disclosures in financial reporting to deceive users of the financial information. This could
include intentional alteration of accounting records, misrepresentation of transactions, or
intentional misapplication of accounting principles.

Misappropriation of assets - Theft or misuse of an agency’s assets. This could include theft of
property, misuse of data, embezzlement of receipts, or fraudulent payments.
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o Corruption - Bribery and other illegal acts, such as the misuse of authority or position for
personal gain or for the benefit of another.

Considers fraud risk factors - Fraud risk factors do not necessarily indicate that fraud exists but
are often present when fraud occurs. Management considers fraud risk factors which include the
following:

o Incentive/pressure - Management or other personnel have an incentive or are under pressure,
which provides a motive to commit fraud.

o Opportunity - Circumstances exist, such as the absence of controls, ineffective controls, or the
ability of management to override controls, that provide an opportunity to commit fraud.

o  Attitude/rationalization - Individuals involved are able to rationalize committing fraud. Some
individuals possess an attitude, character, or ethical values that allow them to knowingly and
intentionally commit a dishonest act.

While fraud risk may be greatest when all three risk factors are present, one or more of these
factors may indicate a fraud risk. Other information provided by internal and external parties can
also be used to identify fraud risks. This may include allegations of fraud or suspected fraud
reported by an internal auditor, employees, or external parties that interact with the agency.

Responds to fraud risk - Management analyzes and responds to fraud risks using the same
process performed for all risks so they are effectively mitigated. Refer to Principle 7 in_Subsection
20.22.40.

20.22.60 Principle 9 — Identifies, analyzes, and responds to

July 1, 2017

changes

Management identifies, analyzes, and responds to changes that could significantly impact its system of
internal control. The following points of focus highlight important characteristics relating to this principle.

Identifies changes - The risk identification process considers changes in:

o The external environment which includes the regulatory, economic, technological, legal, and
physical environment in which the agency operates.

o The business model due to new technologies, rapid growth, legislation, and other factors.

o Leadership which could lead to changes in management attitudes and philosophies on the
system of internal control.

Analyzes and responds to changes - Because changing conditions may prompt new risks or
changes to existing risks, management analyzes and responds to identified changes that could
significantly impact its system of internal control in order to maintain its effectiveness.
Management analyzes and responds to changes using the same process performed for all risks so
they are effectively mitigated. Refer to Principle 7 in Subsection 20.22.40.
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20.24 Control Activities

. . Effective Page
Section Title Date Number
20.24.10  Control activities overview July 1, 2017 133
20.24.20  Control activities principles July 1, 2017 133
20.24.30  Principle 10 — Designs control activities July 1, 2017 134
20.24.40 Pripcjple 11 — Designs information systems and related control July 1,2017 134

activities
20.24.50 Principle 12 — Implements control activities through policies and July 1,2017 135

procedures

20.24.10 Control activities overview
July 1, 2017

Control activities are policies, procedures, techniques, and mechanisms that help ensure that risks to the
achievement of an agency’s objectives are mitigated. Control activities are performed at all levels of the
agency, at various stages within business processes, and over the technology environment. They may be
preventive or detective in nature. Preventive controls are designed to deter the occurrence of an
undesirable event by implementing procedures to avoid them. Detective controls are designed to identify
undesirable events that do occur and alert management about what has happened.

When designing and implementing control activities, management should consider cost versus benefit and
the likelihood and impact of the associated risk. Building control activities into business processes and
systems as they are being designed is generally more cost-effective than adding them later.

20.24.20 Control activities principles

July 1, 2017

There are three principles relating to control activities.
10. Management designs control activities to achieve its objectives and respond to risks.

11. Management designs its information systems and related control activities to achieve its objectives
and respond to risks.

12. The agency implements control activities through policies and procedures.
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20.24.30 Principle 10 — Designs control activities

July 1, 2017

Management designs control activities to achieve its objectives and respond to risks. The following points
of focus highlight important characteristics relating to this principle.

Integrates with risk assessment - Control activities help ensure that risk responses that address
and mitigate risks are carried out.

Considers agency-specific factors - Control activities address the environment, complexity,
nature, and scope of operations, as well as the specific characteristics of the agency.

Evaluates a mix of control activity types - Control activities include a range and variety of
controls and may include a balance of approaches to mitigate risks, considering both manual and
automated controls, and preventive and detective controls.

Considers at what level activities are applied - Control activities are applied at various levels in
the agency.

Addresses segregation of duties - Where segregation of duties is not practical, appropriate
alternate control activities are utilized.

20.24.40 Principle 11 — Designs information systems and

July 1, 2017

related control activities

Management designs its information systems and related control activities to achieve its objectives and
respond to risks, taking into consideration Office of the Chief Information Officer policies as applicable.
The following points of focus highlight important characteristics relating to this principle.

Designs information systems and appropriate control activities - Management designs (1) its
information system to obtain, store, and process quality information and (2) appropriate control
activities including defining responsibilities, assigning them to key roles, and delegating authority.

Establishes relevant technology infrastructure control activities - Management selects and
implements control activities over the technology infrastructure, which are designed to help ensure
the completeness, accuracy, and availability of technology processing.

Establishes relevant security control activities - Management selects and implements control
activities that are designed to restrict technology access rights to authorized users commensurate
with their job responsibilities and to prevent unauthorized use of and changes to the agency’s
information system.

Establishes relevant technology control activities - Management selects and implements control
activities over the acquisition, development, and maintenance of technology assets.
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20.24.50 Principle 12 — Implements control activities through
luly 12017 policies and procedures

The agency implements control activities through policies and procedures. The following points of focus
highlight important characteristics relating to this principle.

» Establishes policies and procedures to achieve its objectives and respond to risks - The agency
establishes policies and procedures that (1) assign responsibility for operational objectives and
related risks and (2) incorporate control activities. Policies and procedures may address the timing
of when a control activity occurs and any follow up corrective actions to be performed by
competent employees if deficiencies are identified.

* Reassesses policies and procedures - The agency periodically reviews policies, procedures, and
related control activities for continued relevance and effectiveness, and refreshes them when
necessary.
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20.26 Information and Communication

Section Title ggfteective Nllzlz:lglfer
20.26.10  Information and communication overview July 1, 2017 136
20.26.20  Information and communication principles July 1, 2017 136
20.26.30  Principle 13 — Uses relevant information July 1, 2017 137
20.26.40  Principle 14 — Communicates internally July 1, 2017 137
20.26.50  Principle 15 — Communicates externally July 1, 2017 138

20.26.10 Information and communication overview
July 1, 2017

Information and communication are necessary for an agency to carry out its internal control
responsibilities to support the achievement of its objectives. Management uses relevant and quality
information from both internal and external sources to support the functioning of internal control.

Communication is the continual, iterative process of obtaining and sharing necessary information.

* Internal communication is the means by which information is disseminated throughout the
agency, flowing up, down, and across the agency.

* External communication enables incoming communication of relevant external information and
provides information to external parties in response to requirements and expectations.

20.26.20 Information and communication principles
July 1, 2017

There are three principles relating to information and communication.

13. The agency obtains or generates and uses relevant, quality information to support the functioning of
internal control.

14. The agency internally communicates information, including objectives and responsibilities for
internal control, necessary to support the functioning of internal control.

15. The agency communicates with external parties regarding matters affecting the functioning of
internal control.
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20.26.30 Principle 13 — Uses relevant information

July 1, 2017

The agency obtains or generates and uses relevant, quality information to support the functioning of
internal control. The following points of focus highlight important characteristics relating to this principle.

Identifies information requirements - Management designs a process that uses the agency’s
objectives and related risks to identify the information requirements needed to achieve the
objectives and address the risks. Information requirements consider the needs of both internal and
external users. Management defines the information requirements and relevant level of specificity
for all users.

Management identifies information requirements in an iterative and ongoing process that occurs
throughout an effective internal control system. As change in the agency and its objectives and
risks occurs, management changes information requirements as needed to meet these modified
objectives and address these modified risks.

Captures relevant data from reliable sources - Management obtains relevant data from reliable
internal and external sources in a timely manner based on the identified information requirements.
Relevant data have a logical connection with, or bearing upon, the identified information
requirements. Reliable internal and external sources provide data that are reasonably free from
error and bias and faithfully represent what they purport to represent.

Management evaluates both internal and external sources of data for reliability. Sources of data
can be operational, financial, or compliance related. Management obtains data on a timely basis so
that they can be used for effective monitoring.

Processes data into information - Management processes the obtained data into quality
information that supports the internal control system. Quality information is appropriate, current,
complete, accurate, accessible, and provided on a timely basis. Management uses the quality
information to make informed decisions and evaluate the agency’s performance in achieving key
objectives and addressing risks.

20.26.40 Principle 14 — Communicates internally

July 1, 2017

The agency internally communicates information, including objectives and responsibilities for internal
control, necessary to support the functioning of internal control. The following points of focus highlight
important characteristics relating to this principle.

Communicates internal control information - A process is in place to communicate required
information to enable all employees to understand and carry out their internal control
responsibilities.
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Communicates with those charged with governance - Communication exists between
management and those charged with governance so that both have information needed to fulfill
their roles with respect to the agency’s objectives.

Provides separate communication lines - Separate communication channels are in place and
serve as fail-safe mechanisms to enable anonymous or confidential communication when normal
channels are inoperative or ineffective. For example, management may have formal or informal
channels in addition to the statewide whistleblower program.

Selects relevant methods of communication - The methods of communication consider the
timing, audience, and nature of the information.

20.26.50 Principle 15 — Communicates externally

July 1, 2017

The agency communicates with external parties regarding matters affecting the functioning of internal
control. The following points of focus highlight important characteristics relating to this principle.

Communicates to external parties - Processes are in place to communicate relevant and timely
information to external parties. External parties include other agencies, regulators, customers and
suppliers, financial analysts, external auditors, and the general public.

Enables incoming communications - Open communication channels allow input from external
parties, providing management and those charged with governance with relevant information.

Communicates with the oversight body - Information resulting from assessments conducted by
external parties is communicated to the oversight body.

Provides separate communication lines - Separate communication channels are in place and
serve as fail-safe mechanisms to enable anonymous or confidential communication to supplement
normal channels. For example, management may have formal or informal channels in addition to
the statewide hotline program.

Selects relevant method of communication - The method of communication considers the
timing, audience, cost, nature of the communication and legal, regulatory, and fiduciary
requirements and expectations.
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20.28  Monitoring

Section Title ggfteective Nllzlz:lglfer
20.28.10  Monitoring overview July 1, 2017 139
20.28.20  Monitoring principles July 1, 2017 139
20.28.30  Monitoring versus control activities July 1, 2017 140
20.28.40  Principle 16 — Performs monitoring activities July 1, 2017 140
20.28.50  Principle 17 — Evaluates and communicates deficiencies July 1, 2017 140

20.28.10 Monitoring overview
July 1, 2017

Monitoring is the process of evaluating the quality of internal control performance over time and promptly
addressing internal control deficiencies. Monitoring can take the form of ongoing evaluations, which are
built into business processes at different levels of the agency, or separate evaluations, which are conducted
periodically and vary in scope and frequency, depending on assessment of risks, effectiveness of ongoing
evaluations, and other management considerations.

Monitoring of the internal control system is essential in helping internal control remain aligned with
changing objectives, environment, laws, resources, and risks.

20.28.20 Monitoring principles

July 1, 2017

There are two principles relating to monitoring activities.

16. Management establishes and performs activities to monitor the internal control system and evaluate
the results.

17. The agency evaluates and communicates internal control deficiencies in a timely manner to those
parties responsible for taking corrective action.
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20.28.30 Monitoring versus control activities
July 1, 2017

It can be difficult to distinguish between a review that is a control activity and one that is a monitoring
activity. Some judgment is involved but determining the intent of the activity can help. An activity
designed to detect and correct errors is likely a control activity, while an activity designed to ask why
there were errors in the first place and assign responsibility for fixing the process to prevent future errors
is likely a monitoring activity. In other words, a control activity responds to a specific risk, while a
monitoring activity assesses whether controls within each of the five components of internal control are
operating as intended.

20.28.40 Principle 16 — Performs monitoring activities
July 1,2017

Management establishes and performs activities to monitor the internal control system and evaluate the
results. The following points of focus highlight important characteristics relating to this principle.

« Establishes a baseline - Management establishes a baseline to monitor the internal control system.
The baseline represents the difference between the criteria of the design of the internal control
system and condition of the internal control system at a specific point in time.

* Monitors the internal control system - Management performs ongoing monitoring of the design
and operating effectiveness of the internal control system as part of the normal course of
operations.

* Evaluates the results - Management evaluates and documents the results of ongoing monitoring
and separate evaluations to identify internal control issues. Separate evaluations may take the form
of self-assessments, which include cross operating unit or cross functional evaluations. Separate
evaluations also include audits and other evaluations that may involve the review of control design
and direct testing of internal control.

20.28.50 Principle 17 — Evaluates and communicates
luly 12017 deficiencies

The agency evaluates and communicates internal control deficiencies in a timely manner to those parties
responsible for taking corrective action, including those charged with governance and agency
management, as appropriate. The following points of focus highlight important characteristics relating to
this principle.

* Communicates deficiencies - Deficiencies are communicated to parties responsible for taking
corrective action, including those charged with governance and agency management, as
appropriate. In certain circumstances, deficiencies are also communicated to the State Auditor’s
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Office refer to Subsection 70.75 and the Office of Financial Management on the Annual Financial
Disclosure Certification. Refer to Subsection 90.40.95.

* Assesses deficiencies - Management evaluates and documents internal control issues and, on a
timely basis, determines appropriate corrective action for internal control deficiencies.

* Documents and implements corrective action - Management documents corrective action to
remediate internal control deficiencies. Corrective action includes resolution of audit findings.
Depending on the nature of a deficiency, either those charged with governance or agency
management oversee its prompt remediation by communicating the corrective action to the
appropriate level of the organizational structure and delegating authority for completing corrective
action to appropriate employees.
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22.10 Internal Audit Policies

Section Title ggfteective Nllzla:lglfer
22.10.10  Purpose of these policies July 1, 2017 143
22.10.20  Authority for these policies July 1, 2017 143
22.10.30  Applicability of these policies July 1, 2017 143
22.10.40  Source of these policies July 1, 2017 143

22.10.10 Purpose of these policies

July 1, 2017

This chapter provides guidance to agency heads, managers, internal auditors, and all other employees, at
agencies required or electing to establish and operate an office of internal audits.

22.10.20 Authority for these policies

July 1, 2017

The authority for these policies is RCW 43.88.160(4)(a).

22.10.30 Applicability of these policies

July 1, 2017

This chapter is applicable to all agencies of the state of Washington, as defined in RCW _43.88.020(4),
unless otherwise exempted by statute or rule.

22.10.40 Source of these policies

July 1, 2017

These policies are based on and incorporate information from the Institute of Internal Auditors
International Standards for the Professional Practice of Internal Auditing and the Government
Accountability Offices Generally Accepted Government Auditing Standards.
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22.20

Internal Audit Program Required and Elected

Section Title

Effective Page
Date Number

22.20.10  Internal audit program standards
22.20.20  Required internal audit program

22.20.30  Outsourcing the internal audit program

July 1, 2017 144
July 1, 2017 144

July 1, 2017 1

(9]

22.20.10 Internal audit program standards

July 1, 2017

1. For those agencies that the Office of Financial Management (OFM) director determines internal
audit is required, the agency head or authorized designee has the responsibility and authority to

establish and maintain an internal audit program.

2. For those agencies that the OFM director determines internal audit is not required, the agency head
or authorized designee may elect to establish and maintain an internal audit program.

3. All internal audit programs, whether required or elected, must follow professional audit standards
including generally accepted government auditing standards (GAGAS) or standards adopted by the

Institute of Internal Auditors (IIA), or both.

22.20.20 Required internal audit program

July 1, 2017

OFM will periodically conduct a review to determine which agencies are required to establish and

maintain an internal audit program.

OFM will consider a variety of factors in order to make the determination. These factors include, but are
not limited to, size and complexity, FTE, cash and investments, revenue, and levels of risk related to

financial activities.

The agencies required to establish and maintain an internal audit program are listed on the OFM
Accounting resource site. https://ofm.wa.gov/accounting/administrative-accounting-resources/internal-

audit.
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22.20.30 Outsourcing the internal audit program

July 1, 2017

The internal audit program may only be outsourced with OFM approval. When the internal audit program
is outsourced, an appropriately positioned agency employee or board member must still function as the
chief audit executive (defined in Subsection 22.30.20.c) and fulfill the responsibilities of this policy.
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22.30 Internal Audit Basics

Section Title ggfteective Nllzlz:lglfer
22.30.10  Internal audit definition July 1, 2017 146
22.30.20  Roles and responsibilities July 1, 2017 147
22.30.30  Professional audit standards July 1, 2017 147
22.30.40  Organizational independence and objectivity Jan. 1, 2018 148
22.30.50  Proficiency and due professional care July 1, 2017 149
22.30.60  Quality assurance and improvement program July 1, 2017 149
22.30.70  Internal and external auditors July 1, 2017 149
22.30.80  Annual requirements for state agencies July 1, 2017 150

22.30.10 Internal audit definition

July 1, 2017

Internal auditing is an independent, objective assurance and consulting activity designed to add value and
improve an organization's operations. It helps an organization accomplish its objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control,
and governance processes.

The internal audit program provides assurance that internal controls in place are adequate to mitigate risks,
governance processes are effective and efficient, and organizational goals and objectives are being met.

Internal auditing bridges the gap between management and the executive leadership or the board of an
agency; assesses the ethical climate and the effectiveness and efficiency of operations; and serves as an
organization’s safety net for compliance with rules, regulations, and overall best business practices.

Internal audits are performed by professionals employed by the agency who have an in-depth
understanding of the business culture, systems, and processes.

The internal audit function is an integral part of the agency and derives its authority from senior
management. It serves to promote objective, comprehensive review coverage, and to assure the
consideration of audit recommendations.
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22.30.20 Roles and responsibilities

July 1, 2017

22.30.20.a

22.30.20.b

22.30.20.c

22.30.20.d

22.30.20.e

22.30.20.f

The Office of Financial Management (OFM) will determine for which agencies an
internal audit program is required. OFM will periodically review the criteria to determine
which agencies are required to establish and maintain an internal audit program.

The agency head will establish an internal audit program when required or elected for the
agency. The agency head approves the internal audit charter which formally defines the
organizational placement, program responsibilities, authority, and the nature of program
activity consistent with the definition of internal auditing, the Code of Ethics and internal
audit standards. The agency head establishes an environment supportive of the internal
audit program.

The chief audit executive (CAE) is the person within an agency with overall responsibility
for the internal audit program. The CAE is responsible for developing the internal audit
charter, staffing, administering, and managing the internal audit program to ensure it
operates in accordance with professional standards and adds value to the organization. The
CAE reports to the agency director or board significant nonconformance of professional
standards that impacts the overall scope or operation of the internal audit program.

Depending on an agency’s governance structure, an audit committee may be used to help
the agency review, monitor, and/or direct the agency’s activities related to maintaining
effective internal control. An agency audit committee could also improve financial
practices and reporting, and enhance both the internal and external audit functions.

The internal auditor or other professionals (internal or external to the agency) may
provide assurance and advisory support to management in areas such as developing
appropriate procedures to conduct risk assessments and internal reviews of control
activities.

External auditors are not part of an agency’s internal audit program and cannot be a
replacement for or supplement to an adequate internal audit program. The role of the
external auditor is to provide independent accountability and assurance to the public and
external stakeholders. However, this independent assurance is also valuable feedback to
those charged with governance and agency management.

22.30.30 Professional audit standards

July 1, 2017

The internal audit program must conform to either the International Standards for the Professional Practice
of Internal Auditing and Code of Ethics (IIA Red Book), Generally Accepted Government Auditing
Standards (GAO Yellow Book), or both.
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Regardless of which set of standards are adopted, the internal auditing program should adhere to the
following core principles and mandatory attributes of internal auditing.

Core principles

* Demonstrates integrity

* Demonstrates quality and continuous improvement

» Demonstrates competence and due professional care

* Communicates effectively

» Isobjective and free from undue influence

* Provides risk-based assurance

* Aligns with the strategies, objectives, and risks of the organization
* Is insightful, proactive, and future-focused

» Is appropriately positioned and adequately resourced

* Promotes organizational improvement

Common mandatory attributes

* Organizational independence
* Individual objectivity
* Proficiency and due professional care

* Quality assurance and improvement program

22.30.40 Organizational independence and objectivity

Jan. 1, 2018

The internal audit program must be independent, and internal auditors must be objective in performing
their work.

Organizational independence - Standards require the CAE to report to a level within the organization
that allows internal audit to fulfill its responsibilities. Therefore, it is necessary to consider the
organizational placement and supervisory oversight/reporting lines of internal audit to ensure
organizational independence.

Individual objectivity - It is necessary for internal auditors to perform their professional responsibilities
with an impartial, unbiased attitude and to avoid any conflict of interest.

Internal auditors are not authorized to:

* Provide assurance services for any area for which they perform operational duties, such as
designing or implementing internal controls, developing procedures, installing systems, preparing
records, directing employees, or engaging in any other activity that may impair their objectivity.

* Participate in collective bargaining (RCW 41.80.005).
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* Be designated as the agency Internal Control Officer

22.30.50 Proficiency and due professional care
July 1, 2017

Internal auditors must possess the knowledge, skills, and other competencies needed to perform their
individual responsibilities. In addition, the internal audit program collectively must possess or obtain the
knowledge, skills, and other competencies needed to perform its responsibilities.

Due professional care is acting responsibly when providing services and is the individual responsibility of
every internal auditor.

22.30.60 Quality assurance and improvement program
July 1,2017

To help ensure the internal audit program is functioning as intended, professional auditing standards
require a quality assurance and improvement program.

22.30.70 Internal and external auditors
July 1, 2017

State agencies are subject to audit by external organizations, including the State Auditor’s Office, the Joint
Legislative Audit and Review Committee, federal regulators, and others. An effective internal audit
program will coordinate with external auditors to leverage each audit organization’s work and help
improve overall agency governance.

As an integral part of the organization, internal auditors possess an in-depth understanding of the agency’s
culture, operations, strategies, and risks. External auditors gain an understanding of operations only as
needed to inform their specific audit.

Some key differences between internal and external auditing to consider in coordinating efforts include:
Internal audit

« Staffed by employees or contractors of the agency.

* Mandated to provide assurance and advice to senior management (and board, if applicable) to
improve the state of governance, risk management, and control within the agency.

* Focused on all functions and operations of the agency.
* Required to meet audit standards for organizational independence.
* Provide continuous services to management.
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External audit

« Staffed by employees or contractors of the external audit organization.

* Mandated by authorizing law, rule, or other authority to provide assurance to external stakeholders
(the public, legislature, federal regulators, etc.) on the accuracy of agency reports, compliance with
laws and rules, and efficiency of operations.

* Focused on areas stipulated by statute, rule, or authority.
* Independent of the agency.
* Audits may be intermittent or routine such as the end of a fiscal period or grant period.

22.30.80 Annual requirements for state agencies
July 1, 2017

Annually, each agency director or board of an agency with an internal audit program is required to sign
and submit an internal audit certification. By signing the certification, they certify that they are
responsible for establishing and maintaining an internal audit program in accordance with RCW

43.88.160(4) and this chapter.

If applicable, a summary of any material nonconformance and a brief corrective action plan must be
attached to the certification. “Material nonconformance” is defined as not meeting a core principle or
common mandatory attribute to an extent that it impacts the internal audit program’s ability to fulfill its
objectives.

The certification is to be submitted as an attachment to the Financial Disclosure Certification form. See
Chapter 90.40 for due dates.
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25.10  About the Payroll Policies

Section Title ggfteective Nllzla:lglfer
25.10.10  Purpose of these policies May 1, 1999 152
25.10.20  Authority for these policies Jan. 1, 2012 152
25.10.30  Applicability Jan. 1, 2019 152
25.10.40  Employee definitions July 1, 2012 153

25.10.10 Purpose of these policies

May 1, 1999

These payroll accounting policies and procedures serve as a basis for preparing, processing, and recording
payrolls.

25.10.20 Authority for these policies

Jan. 1, 2012

The Office of Financial Management (OFM) is responsible for establishing the necessary systems,
policies, and procedures for payroll preparation and accounting (Chapter 42.16 RCW). Additionally, the
provisions of Title 357 WAC and collective bargaining agreements administered by OFM State Human
Resources supplement these instructions.

25.10.30 Applicability

Jan. 1, 2019

This part applies to all agencies of the state of Washington unless otherwise exempted by statute or
collective bargaining agreements and to all their payroll processing and payment systems used to pay
employees’ salaries, wages, and benefits. A variety of payroll systems are used by state agencies to pay
their employees:

25.10.30.a

General government agencies use a centralized payroll system maintained by the Office of Financial
Management.
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25.10.30.b

The community and technical colleges use the Payroll Personnel Management System maintained by the
State Board for Community and Technical Colleges, Information Technology Division.

25.10.30.c

Each of the remaining universities uses its own payroll system.

25.10.40 Employee definitions

July 1, 2012

25.10.40.a State Employee

Generally, an individual is an employee when the employer has the legal right to direct when, where, and
how the work is done. Section 75.70 of this manual provides a more detailed definition of Salaries and
Wages (Object A). There is also information in Section 75.70 (Object C) covering those individuals paid
by the state who are not employees.

Several definitions of "state employee" exist in statute for different purposes. However, the Office of
Financial Management has historically used the following general definition:

A "state employee" means any individual who is appointed by an agency head or designee and
serves under the supervision and authority of any agency carrying out the ongoing business of the
agency, unless designated otherwise in statute.

For employment tax purposes, each federal and state agency that regulates employment has its own
definition of "employee" based on what taxes that agency levies or collects. For example, the IRS collects
federal income, Old Age and Survivors Insurance (OASI), and Medicare taxes. The Department of Labor
and Industries, on the other hand, collects moneys for the worker’s compensation program. An individual
can be an employee by one agency’s definition, but not by another’s definition.

The following federal and state agencies publish regulations or WACs that define an "employee" from
their perspective:

* The Internal Revenue Service (Revenue Ruling 87-41 and Publication 15 (Circular E)).
* The Washington State Department of Labor and Industries (Chapter 296 WAC).

» The Washington State Department of Retirement Systems (Chapter 41.47 RCW and the federal/
state 218 agreement).

* The Washington State Department of Revenue (Chapter 458 WAC).

If you have questions about whether a specific tax applies, contact the appropriate agency and/or your
agency’s assistant attorney general. Also refer to applicable state statutes.
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25.10.40.b

Full Time Equivalent (FTE)

The term "full time equivalent" (FTE) is a budgeting term used to measure one full calendar year of paid

employment, or the equivalent of 2,088 hours (the number of average available work hours in a year). A
staff month is equivalent to 174 hours (the average available work hours in a month).

The hours used in FTE calculations are for hours worked by state employees. While the employing agency
must always pay appropriate federal and state employment taxes, state statutes may exempt certain groups
from the "state employee" definition for FTE computation purposes. The following displays the various
types of payroll transactions and the related requirements for FTE reporting:

Sub-object AA, Sub-
subobject SW03
Non-HRMS Users:
Code in Ovject A series
where time worked

Payroll Transaction Sub-object Coding Required FTE Additional Comments
Recognition
Regular time worked Object A series - AA - Yes
AR as appropriate
Regular time worked pay| Object A series - AA - |Yes, reduce FTEs by # of| Record if same fiscal
cancellations AR as appropriate canceled pay hours period still open where
original pay was issued
Vacation leave buyout at AT Yes Calculation on # of
termination vacation leave hours
bought out
Boards and Commissions AE Yes Each "day" of pay is
compensation considered = to 8 hours
Call-back (WAC AU Yes 2 hours per incident per
357-28-185 or CBAs) WAC 357-28-185 or as
allowed by CBAs
Compensatory time AU Yes # of OT hours (actual
payouts time worked)
Overtime AU Yes # of OT hours (actual
time worked)
Sick leave buyouts AS Yes # of hours bought out
Standby payments HRMS Users: Code to No HRMS = Human

Resources Management
System
AA SWO03 = State
Classified - Standby

compensation situations

required to use

State internship Code in Object A series | Yes, but not counted as Use Program 690
program* (Includes where time worked budgeted FTEs
undergraduate and
executive fellowship
programs)
State/federal work study AL Yes, but not counted as Use Program 690
program* budgeted FTEs
Special employment NW OFM approval No Refer to Subsection

75.70.20 (NW) for
approved programs
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*Note: Program 690 is established for the purpose of recording FTEs related to the state internship and
state/federal work study programs. Expenditures related to these programs (wages, employee benefits, and
FTEs) are to be charged to Program 690, "Non Budgeted FTEs," in the proper objects of expenditure.
State/federal work study payments from the Student Achievement Council are to be coded as interagency
reimbursements to sub-object SA, by the receiving agency in Program 690. Payments for the state
internship program as well as the agency's share of salaries and benefits related to the state/federal work
study program are to be transferred from Program 690 to the agency's appropriate budgeted program(s)
using intra-agency reimbursement sub-object TA. Total expenditures for Program 690 should be zero.
FTEs are to remain in Program 690 as originally expended and are not counted towards an agency's
budgeted FTEs in the state's financial system.
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25.20 Payroll Accounting Requirements

. . Effective Page
Section Title Date Number
2520.10 Payroll revolving account and other accounts used for payroll Jan. 1,2019 156

activities
25.20.20  Required payroll records and reports June 1, 2006 158
25.20.30  Agency required payroll certifications June 1, 2006 160
25.20.40  Payment and reconciliation of deductions and employer's costs July 1, 2011 161
25.20.50  Employee transfers between agencies Jan. 1, 2012 161

25.20.10 Payroll revolving account and other accounts used
fan1.2019° for payroll activities

Agencies use various systems to process payroll activities.

25.20.10.a Human Resource Management System

The State Payroll Revolving Account, Account 035, is used for payroll disbursements by agencies using
the Human Resource Management System (HRMS) as maintained by the Office of Financial Management
(OFM).

The following procedures are used for transfers and deposits of money to Account 035:

1. Treasury/Treasury Trust Accounts

Agencies authenticate payroll data in the HRMS system and certify payroll registers for dollar
amounts.

* OFM provides journal vouchers and warrant registers indicating the accounts properly chargeable
with the payroll expenditures/expenses. OFM then certifies these amounts to the Office of the State
Treasurer (OST).

* OST transfers money from the appropriate agency treasury or treasury trust accounts to Account

035 for payroll disbursements chargeable to those accounts.

2. Local Accounts

* Agencies paying employees chargeable to local accounts must use the local account expenditure
coding in HRMS.
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* Agencies authenticate payroll data in the HRMS system and certify payroll registers for dollar
amounts.

* OFM provides journal vouchers and warrant registers indicating the accounts properly chargeable
with the payroll expenditures/expenses. OFM then certifies these amounts to the OST.

* OST transfers money from the Suspense Account O1P to Account 035 for the total amount of
payroll disbursements to be made from local accounts.

» Agencies deposit sufficient money in Account O1P to cover for payroll disbursements chargeable
to local accounts.

* All transfers or deposits to Account O1P are due at least one day before the scheduled payroll
disbursements.

» If agencies fail to transfer or deposit money on time, they will be required to deposit money in
advance of payroll preparation.

25.20.10.b Other Payroll Systems

Accounts used by other payroll systems vary:
1. Payroll Personnel Management System

Users of the Payroll Personnel Management System maintained by the State Board of Community
and Technical Colleges use Account 790 for payroll disbursements.

2. Other Higher Education Agencies with Unique Payroll Systems

Higher education agencies with their own payroll systems may utilize other accounts as either
allowed by law or with approval by the Office of Financial Management.

25.20.10.c

For treasury and treasury trust accounts, OST redeposits amounts for canceled warrants back to Account
035 where the original disbursements were made. Agencies must complete the disposition of these
amounts. The returned amounts are either reissued from Account 035 or transferred back to the accounts
originally charged with the payroll expenditures/expenses. Refer to Subsection 85.38.50 for procedures
regarding warrants canceled by OST after being outstanding 180 days.

For local accounts, payroll checks that are returned should either be reissued or canceled as appropriate.
Payroll checks are normally valid 180 days after issuance and should be canceled when they remain
outstanding beyond such time.

For federal work study students, federal requirements may differ. Refer to the Code of Federal
Regulations (CFR), Title 34, Section 668.164(h) at: www.ecfr.gov.

25.20.10.d Reconciliations

Agencies are to accurately record and reconcile all payroll activity, regardless of the account(s) used.
Refer to Subsection 85.34.10 for accounting entries and reconciliation requirements.
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25.20.20 Required payroll records and reports

June 1, 2006

The following list shows the records required for payroll accounting. (Equivalent records by another name
are acceptable alternatives.) Refer to state and internal agency policies for applicable record retention
requirements. The general record retention schedule for state agencies can be found at: https://

wWww.sos.wa.gov/archives/recordsmanagement/state-agencies-records-retention-schedules.aspx.

The IRS also has records and retention requirements. Refer to Publications 15 (Circular E, Employer's Tax
Guide) and 15A (Employer's Supplemental Tax Guide) for the appropriate tax year on record keeping
requirements.

NAME OR TYPE PURPOSE OF RECORD CONTENTS OF RECORD
OF RECORD
PAYROLL REGISTER +  Warrant or ACH (automated
clearing house) number
RMS: *  Employee Names
(H S: Payroll Journal) A record produced each pay period *  Detail of Earnings
showing all employees paid. *  Deductions/Allowances/
Reimbursements
*  Net Pay
WARRANT REGISTER Warrant number

Employee names
Vendor names

(HRMS: Warrant/ACH A listing of employees and other
: Net pay or vendor amount

payroll costs paid by warrant.

Register Account Charged
Summary)
DIRECT DEPOSIT RECORD ACH number/banking institution
(ACH REGISTER) Employee names

Vendor names
Net pay or vendor amount
Account Charged

A listing of employees and other
(HRMS: Warrant/ ACH payroll costs paid by direct deposit.
Register
& Summary)
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REGISTERS INDICATING
EMPLOYEE DEDUCTIONS
AND EMPLOYER’S SHARE

OF TAXES, INSURANCE,
AND RETIREMENT

(HRMS: Accrued and
Mandatory Payroll Deduction
Report)

Detailed records produced for each

pay period for each employee
deduction and state share cost.

*  Federal Income tax (FIT)

*  OASI, Medicare, and Industrial
Insurance

* Retirement

*  Garnishments and other legally
required deductions

*  Other Deductions

*  Employer portion of taxes,
insurance, and retirement

CALENDAR YEAR-TO-DATE
WAGE AND EMPLOYMENT
TAX RECORDS TO SUPPORT
FEDERAL REPORTING

(HRMS: Employee Year to Date
(YTD) Payroll Register)

Detailed record produced for each
calendar year which includes:

Current month, quarterly, and
cumulative year-to-date data for
filing quarterly Forms 941/941-X
and annual FormsW-2/W-2c¢.

*  Gross pay and reductions to
gross pay

*  Gross pay subject to Federal
Income Tax (FIT), OASI, and
Medicare

*  Employee FIT, OASI, and
Medicare taxes withheld

*  Employer OASI and Medicare
taxes

»  Taxable Fringe Benefits

RETIREMENT WORKLISTS
AND OTHER TRANSMITTAL
ADVICES

(HRMS: Use DRS WBET

Listings and advices to report
detailed information on eligible
employees to retirement systems.

*  Employees eligible for each
retirement plan

*  Employee retirement deductions

*  Employer contributions

»  Other service credit detail

System)
NAME OR TYPE PURPOSE OF RECORD CONTENTS OF RECORD
OF RECORD
DISTRIBUTION OF A listing of each employee by *  Payroll and related costs
PAYROLL AND RELATED |funding source(s). distributed to one or more
COSTS funding sources

(HRMS: Distribution of Payroll

and Related Costs)
DEDUCTION Employee authorized *  W-4 showing the number of an
AUTHORIZATIONS documents authorizing deductions employee’s deductions for FIT
or reductions from gross pay. *  All other voluntary deductions
requiring the employee’s
signature
LEAVE RECORDS A record of employee leave * By employee

(HRMS: Attendance System
Change Report)

earned, taken, and balances.

* By leave type
e Cumulative leave balance data
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25.20.30 Agency required payroll certifications

June 1, 2006

25.20.30.a Certification Requirements

RCW 41.06.270 specifies two conditions an agency must meet before paying an employee. The agency
head (or authorized designee) must certify that the payroll meets these conditions using the following
language:

“I hereby certify that to the best of my knowledge amounts listed in this payroll are true and correct charges
and that employees holding a position covered by Chapter 41.06 RCW or other applicable employment
contract, have been employed in accordance with the rules, regulations, and orders issued thereunder.”

BY

(NAME) (TITLE) (DATE)

As an alternative, in instances where an agency is using the Human Resource Management System and the
payroll includes a mid-period transfer and charges belonging to another agency, the following language
may be used:

“I hereby certify that to the best of my knowledge amounts listed in this payroll, associated with my agency,
are true and correct charges and that employees holding a position covered by Chapter 41.06 RCW or other
applicable employment contract, have been employed in accordance with the rules, regulations, and orders
issued thereunder."

BY

(NAME) (TITLE) (DATE)

25.20.30.b  Agency Required Records to Support Payroll Certification

1. Agency records include the certification signed by the agency head (or authorized designee):

» Directly on the payroll register, or
* On a separate document if the payroll register is on microfiche.

2. A copy of all documents that reflect personnel actions for:

* Appointment, transfer, promotion, demotion, and salary changes.
* Any other temporary or permanent changes in employee status.
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25.20.40 Payment and reconciliation of deductions and
lly L2010 employer's costs

25.20.40.a  Agencies are to design payroll procedures to produce accurate payment of payroll
deductions and employer costs to vendors on a timely basis.

25.20.40.b  Pay other state agencies by journal voucher or interagency payment whenever possible.
25.20.40.c Timely reconciliations are recommended for:

* Year-to-date (YTD) data to ensure information used for preparing federal employment
tax payments and reports are correct. Avoid incurring IRS interest and penalty assessments
by reconciling YTD wage and tax data to federal deposits, quarterly Forms 941/941-X, and
annual Forms W-2/W-2c. Refer to IRS Publication 15 for information regarding resolution
of discrepancies and suggestions to reduce errors.

* Health insurance data to ensure that the premiums collected from employees and amounts
calculated as employer contributions are proper.

25.20.50 Employee transfers between agencies
Jan. 1, 2012

When an employee accepts an appointment with a different employer, WAC 357-22-025 requires the most
recent former employer to provide employee information to the new employer in a transmittal package
developed by Office of Financial Management (OFM) State Human Resources.

Both the terminating and new employing state agencies should make a concerted effort to ensure the
employee doesn’t suffer a lapse in wage when there is an immediate continuing employment transfer.

The terminating agency must transfer at a minimum, the following documents to the new agency’s
designated office promptly:

25.20.50.a  Agency Termination Documentation

The original document that terminates the employee from the transferring agency.

25.20.50.b  Employee Deduction Authorizations

* Employee written requests authorizing both reductions from gross pay and other
deductions.

* All original (past and current) medical, dental, life, long term disability, and any other
insurance enrollment forms.

25.20.50.c Leave Balances

Employee leave records for vacation, personal holiday, sick, shared leave, and any other leave balances.
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25.20.50.d

Use the following OFM forms (or equivalent) to transmit employee records between state agencies:

Interagency Transmittals

12-011 Employee Payroll Records Transmittal

12-048 Employee Personnel Records Transmittal
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25.30 Wage Computations

Section Title ggfteective Nllzla:lglfer
25.30.10  Pay periods Jan. 1, 2016 163
25.30.20  Paydates Jan. 1, 2016 163
25.30.30  Pay period, workdays, and rate computations July 1, 2022 164
25.30.40  Fringe benefits July 1, 2019 168
25.30.50  Compensatory time — Cash-out payments July 1, 2012 169
25.30.60  Other compensation Jan. 1, 2018 170
25.30.70  Settlement payments Oct. 1, 2011 171

25.30.10 Pay periods

Jan. 1, 2016

RCW 42.16.010 establishes pay periods for paying all state officers and employees.

Except as otherwise provided in RCW 42.16.010(5), pay periods are semi-monthly. The first pay period is
from the first to the fifteenth of the month and the second pay period is from the sixteenth through the last
calendar day of the month.

In accordance with RCW 42.16.010(5), institutions of higher education as defined in RCW 28B.10.016
may pay their employees biweekly, in pay periods consisting of two consecutive seven calendar-day
weeks.

25.30.20 Paydates

Jan. 1, 2016

25.30.20.a Semi-monthly paydates

Agencies shall pay the salaries of all state officers and employees on the semi-monthly paydates identified
in WAC 82-50-021, except in instances where it would conflict with RCW 42.16.010(3), contractual
rights or as otherwise approved by the Office of Financial Management (OFM).
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For information on specific paydates and other key dates, as well as information on the Department of
Treasury “One Day” Deposit Rules for payrolls over $100,000, refer to OFM’s Payroll Resources website

at: https://ofm.wa.gov/accounting/administrative-accounting-resources/payroll.
Exceptions

In accordance with RCW 42.16.010(3), when a national or state guard member is called to participate in
state active duty, the paydate for military department state active duty pay shall be no more than seven
days following completion of duty or the end of the pay period, whichever is first. When the seventh day
falls on Sunday, the paydate shall not be later than the following Monday.

In accordance with WAC 82-50-031, OFM may grant exceptions to the paydates established in 82-50-021
upon written request of an agency. However, the semi-monthly pay periods established by RCW
42.16.010(1) must remain in effect. WAC 82-50-32 addresses terminations of exceptions granted under
WAC 82-50-031.

25.30.20.b Bi-weekly paydates

In accordance with RCW 42.16.010(5), for institutions of higher education adopting bi-weekly pay
periods, actual paydates are lagged seven calendar days after the end of the pay period, except when the
paydate falls on a holiday. In this case, the paydate shall not be later than the following Monday.

Each institution adopting a biweekly pay schedule must establish, publish, and notify the director of OFM
of the official paydates six months before the beginning of each subsequent calendar year.

Note: As no institution of higher education has adopted bi-weekly paydates, Chapter 25 is written in
terms of semi-monthly paydates.

25.30.20.c RCW 42.16.010 permits agencies to pay overtime, penalty pay, and special pay on the
next paydate if:

1. The employee fails to make an accurate and timely report of the information needed to determine
the payment; or,

2. The employer lacks reasonable opportunity to verify the claim.

25.30.30 Pay period, workdays, and rate computations

July 1, 2022

25.30.30.a Full-Time Employees

When employees work a full semi-monthly pay period (RCW 42.16.010 and WAC 82-50-021), their pay
rate shall be one-half of the actual monthly gross pay. Time worked, for gross pay computations, includes
paid leave and holidays.

Exceptions: Gross pay computations for full-time employees change when they work less than a full
semi-monthly pay period, are on a leave-without-pay status, or their pay rate changes during the pay
period.
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25.30.30.a.(1) Compute gross pay by:
« Calculating the ratio of time worked in days or hours to the scheduled time available for work in
days or hours for that pay period.

« Scheduled time available for work includes paid leave and holidays.

« In cases of promotion or demotion, two calculations are done--one for each salary level. Both
calculations are based on the percentage of the days or hours worked to total days or hours
available for the pay period at each salary level.

+ In addition to basic salary, gross pay includes remuneration for all other compensable services and
available to employees on designated paydates (RCW 42.16.010). Refer to Subsection 25.30.20a

for a paydate exception provided by that statute. Other compensable services include overtime,
assignment pay, call-back, standby, compensatory time, shift differential premium, performance
pay, recognition payments, and other special pay provisions as provided for by law, civil service
rules, agency policy or rule, or contract.

Note: In the 2011-2013 biennium only, refer to WAC Chapter 357-28 or collective bargaining
agreements (CBAs) to determine the appropriate base salary rate for paying overtime or cashing
out compensatory time.

25.30.30.a.(2) Use the following formula to compute pay for fractional semi-monthly pay periods:

Actual time (hours/days) worked in

semi-monthly pay period Monthly salary rate

X = Gross pay
Scheduled work time(hours/days)
available in semi-monthly pay period

Example: If an employee with a monthly rate of $2,400 works 24 hours in a pay period containing 88
scheduled working hours, the pay would be computed as follows:

24 2,400
88 X . 2 = $327.27

In the case of a promotion from $2,400 to $2,800 a month, effective on the third work day in the pay
period, two calculations are required using the appropriate actual hours and pay rates:

First Computation:

16 $2.400
88 X 2 = $218.18 (Payment for first two days of pay period)
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Second Computation:

72 x  $2.800 = $1,145.45 (Payment for remaining days in pay period)
88 2

Total Gross:

$218.18 + $1,14545 = $1,363.63 (Total payment for pay period)

25.30.30.a.(3) Colleges and Universities

With written approval by the Office of Financial Management (OFM), colleges and universities may use
the employee’s annualized straight time hourly pay rate for calculating leave-without-pay salary
reductions. The annualized hourly rate is determined by dividing the monthly rate by 174, the average
number of working hours during a month. If an institution of higher education historically has used an
average number of monthly working hours rate other than 174, written OFM approval is required to
continue using the other rate

25.30.30.a.(4) State Elected Officials

Use calendar days, including all holidays or workdays, when computing a partial pay period for elected
state officials.

Calendar days to pay in semi-monthly pay period X Monthly salary rate
Calendar days in semi-monthly pay period 2

Gross pay

25.30.30.b  Employees Paid on an Hourly Basis

Compute hourly employees’ gross pay by multiplying the hours worked in the semi-monthly pay period
times their hourly pay rate. The hourly rate includes shift premium and assignment pay. The gross pay
computation includes paid leave, if eligible. Time worked, for gross pay computations, includes paid leave
and holidays.

Actual hours worked x Hourly rate = Gross pay
Example:
25 hours worked x $14.00 hourly rate =  $350.00

25.30.30.c Holiday Calculation for Part-Time Employees

Holidays for part-time employees are paid proportionate to the amount of time in pay status during the
month to that required for full-time employment, excluding all holiday hours, if eligible (WAC
357-31-015, 020, 025 or CBAs).

Total month’s actual hours worked*
Total month’s work hours available*

8 x Hourlyrate =  Gross holiday pay
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*The calculation includes eligible paid leave, but excludes holidays. The calculation does not include
overtime, standby, callback, or any other penalty pay.

Example: During the month of May 20xx, a part-time employee worked 90 hours and took one day each
of vacation and sick leave. There are 176 work hours available in May (including the Memorial Day
holiday). The hourly rate is $20.00.

90 actual hours worked + & hours vacation leave taken + 8 hours sick leave taken = 106.0 hours. Total
month’s work hours available: 176 hours — 8 hours (holiday) = 168 hours.

Regular pay 106.0 hours x $20.00 $2,120.00
Holiday pay 106.0/168 hours x 8 hours x $20.00 + 100.95
Total pay (Regular pay + holiday pay) = $2,220.95

25.30.30.d Payments to Commissioners and Board Members

Commissioners and board members are classified in five groups.

25.30.30.d.(1.)Members of a Class 1 Group

These members are generally volunteers and typically do not receive any compensation. Compensation
may be provided in accordance with RCW 43.03.220. Contact the Department of Labor and Industries
regarding the appropriateness of medical aid coverage for these volunteers. Refer to RCW 51.12.035.

25.30.30.d.(2) Members of a Class 2, 3, 4, or 5 Group

Consider members of a Class 2, 3, 4, or 5 groups as state employees and process their compensation
through the payroll system. (Refer to RCW 43.03.230 through 43.03.265 for group definitions). For
purposes of FTE computation, each day of pay is considered equal to eight hours.

25.30.30.d.(3) Compensation

Class 2, 3, 4, or 5 group members qualify for compensation for each calendar day they attend official
group meetings and/or perform statutory duties approved by their chairperson. Maximum daily rates are
defined in RCW 43.03.230 through 43.03.265. A calendar day of compensation includes all meetings or
work performed on that day, regardless of how many hours worked or meetings attended. Compensation
may only be paid to a member if it is authorized under the law dealing with the specific group to which a
member belongs or dealing in particular with members of the specific group.

25.30.30.d.(4) Exception

If a member is employed full-time by the federal government, any Washington State agency, or local
governments and receives any compensation from such government for working that day, the member is
ineligible for compensation as a board or commission member.

Administering agencies of the Boards or Commissions are to require a written statement from the public
employers that no compensation for work was paid for the same days a board or commission paid the
member.

25.30.30.d.(5) Expenditure Object Coding
These payments are coded to Subobject AE - State Special.
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25.30.30.d.(6) The following deductions apply to the compensation paid to Class 2, 3, 4, and 5 group
members:
« Federal Withholding Tax.

« 0Old Age and Survivors Insurance (OASI) and Medicare -- Deduct the employee's portion of OASI
and Medicare contributions.

« Labor and Industries -- Labor and Industry programs cover all compensated members of Class 2, 3,
4, and 5 groups.

For information regarding the appropriateness of retirement contributions, contact the Department of
Retirement Systems at (360) 664-7000 or toll free at 1-800-547-6657.

25.30.40 Fringe benefits

July 1, 2019

25.30.40.a Mobile devices

Under certain conditions, agencies may authorize employees to use their personal mobile devices to
conduct state business. Agencies may authorize a monthly stipend for employees who use a personal
mobile device in lieu of a state-issued device. Authorization is allowed only when an employee is required
to use a mobile device for the conduct of state business based on job requirements.

Payroll taxes will be withheld if required by law. However, the Office of Financial Management (OFM)
has determined that payroll taxes will not need to be withheld on any stipend that complies with OCIO
Policy 191 - Mobile Device Usage.

The maximum amount of the monthly stipend varies depending on the type of access authorized.

«  Voice access - $10/month
« Data access - $30/month
«  Voice and data access - $40/month

State agencies can elect to use the Cellular Device Authorization and Agreement Form.

25.30.40.b  Taxable Fringe Benefits

Any property or service that an employee receives from an employer in place of or along with regular
wages is a fringe benefit that may be subject to federal employment taxes. If taxable, these benefits are
included in gross income and subject to federal income, OASI, and Medicare taxes.

Refer to IRS regulations for the appropriate calendar year regarding specific taxation, valuation, and
reporting information. IRS Publication 15-B “Employer’s Guide to Taxable Fringe Benefits” provides
detailed information on several types of benefits and is available at:
http://www.irs.gov/pub/irs-pdf/p15b.pdf.

Fringe benefits that are taxable under certain circumstances include, but are not limited to:

«  Qift certificates
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« Awards and prizes

- Personal use of agency provided vehicles, such as commuting between official residence and
official workstation

+ Clothing allowances

«  Moving expenses

« Educational assistance

« Lodging

+  Meals

« Unspent, unreturned travel advances

To determine which, if any, fringe benefits are included in earnable compensation for retirement purposes,
contact the Department of Retirement Systems at (360) 664-7000 or toll free at 1-800-547-6657.

25.30.50 Compensatory time — Cash-out payments

July 1, 2012

25.30.50.a General

Overtime-eligible state employees may be compensated in cash or in compensatory time. The Fair Labor
Standards Act (FLSA), administered by the U.S. Department of Labor, sets standards regarding overtime
pay. Rules and collective bargaining agreements (CBAs) for overtime and compensatory time are written
based on this Act. For non-represented employees, refer to WAC 357-28-255 through 285. For
represented employees, refer to the applicable CBA. Agencies are advised to review rules and contracts
for more complete information.

Cash compensation for overtime is subject to federal employment taxes (income, Medicare, and OASI)
and state retirement.

Most compensation for compensatory time cash-out payments are subject to state retirement. In limited
circumstances, cash compensation for compensatory time cash-out payments are not subject to state
retirement. For more information, contact the Department of Retirement Systems at (360) 664-7000 or
toll free at 1-800-547-6657.

25.30.50.b  Calculating rate for compensatory time cash-out payments

Note: In the 2011-2013 biennium only, refer to WAC Chapter 357-28 or CBAs to determine the
appropriate base salary rate for paying overtime or cashing out compensatory time.

1. Except for terminating employees as noted in (2) below, compensatory time cash-out payments
shall be paid at the FLSA regular rate earned by the employee for the pay period the employee
receives such payment.

Example: Employee A is receiving a compensatory time cash-out provided under agency policy
or collective bargaining agreement. The employee is continuing employment. Pay compensatory
time at the employee’s current FLSA regular rate.

Chapter 25 169




State Administrative and Accounting Manual

2. Upon termination of employment, compensatory time cash-out payments shall be paid at the
higher of:

a. The FLSA regular rate in effect for the employee in the pay period the employee receives
such payment (or the final pay period, whichever is earlier), or

b. The average FLSA regular rate received by the employee during the last three years of
employment. If the employee has been employed continuously for less than three years, use
the period of time subsequent to the last permanent break in service. The average FLSA
regular rate shall be calculated by summing total regular pay (excluding overtime premium
pay) earned in the periods observed and dividing by total hours worked in the periods
observed.

Example: Employee B is terminating October 25 and is receiving final pay for all wages
owed and leave accrued, including compensatory time. The employee’s FLSA regular rate
($20.15/hour) in the current period is lower than the average FLSA regular rate over the
past three years of employment ($21.00/hour). Pay compensatory time at $21.00/hour.

25.30.50.c Recording compensatory time payable

Agencies are to record a liability for accumulated compensatory time not cashed out by the end of the
fiscal year. Refer to Subsection 85.72.65 for instructions on how to estimate and record the compensatory
time payable in both governmental and proprietary/trust type accounts.

25.30.60 Other compensation

Jan. 1, 2018

25.30.60.a  Relocation compensation and moving expenses

25.30.60.a.(1) Relocation compensation

If the employee receiving relocation compensation terminates or causes termination with the state within
one year of the date of the appointment or transfer, that employee may be required to pay back the lump
sum payment.

If the termination is a result of layoff, disability separation, or other good cause as determined by the
agency head, the employee will not have to pay back the relocation compensation.

Refer to RCW 43.03.125, WAC 357-28-310 through 320, or individual CBAs.

Relocation compensation is subject to federal employment taxes and should be coded to sub-object BZ
“Other Employee Benefits.”

25.30.60.a.(2) Moving expenses

An agency may pay the moving costs of qualified or transferred employees subject to requirements and
restrictions in Chapter 60.

Chapter 25 170


https://app.leg.wa.gov/rcw/default.aspx?cite=43.03.125

State Administrative and Accounting Manual

Tax code change effective January 1, 2018:

All moving expenses, whether paid directly to the employee or to a vendor on behalf of the employee, are
considered taxable income. Employees and agencies should consult Internal Revenue Service regulations
for further guidance.

25.30.60.b  Recruitment and retention premiums

An employer may adjust an employee’s base salary within the salary range to address issues that are
related to recruitment, retention or other business related reasons. Under certain conditions, an employer
may authorize additional pay to support the recruitment or retention of the incumbent or candidate for a
specific position. Refer to WAC 357-28-090 and 095.

Recruitment and retention premiums are coded to the sub-object used for the employee’s normal salaries
and wages.

25.30.70 Settlement payments

Oct. 1, 2011

Sometimes an agency pays a settlement to a current or former employee that is attributable to wages.
These settlements are negotiated through either the Department of Enterprise Services, Office of Risk
Management or the Office of the Attorney General.

The person handling the settlement should conduct an analysis of the origin of the claim. If any portion is
attributable to wages, that portion should be identified and processed through an agency’s payroll system.
Refer to Subsection 25.10.30.

If applicable, once the agency has approved the settlement, a request for reimbursement from the self
insurance Liability Account (Account 547) should be forwarded by the agency to the Office of Risk
Management.

For more information, refer to OFM’s Payroll Resources website at: https://ofm.wa.gov/accounting/
administrative-accounting-resources/payroll.
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25.40 Leave

Section Title ggfteective NlIl’f;lglfel'
25.40.10  Shared leave Mar. 1, 2022 172
25.40.12  Uniformed service shared leave pool Dec. 28, 2020 181
25.40.13  Veterans’ in-state service shared leave pool Dec. 28, 2020 182
25.40.14  Foster parent shared leave pool Dec. 28, 2020 183
25.40.15  Sick leave pools May 20, 2010 184
25.40.20  Vacation leave buyout at termination Mar. 1, 2022 184
25.40.30  Accrued sick leave buyout July. 1, 2013 185
25.40.40  Workers' compensation time loss payments Oct. 1, 2013 187
25.40.50  Recognition leave Jan. 1, 2009 191

25.40.10 Shared leave

Mar. 1, 2022

25.40.10.a  General guidelines

Per RCW 41.04.650 through 670, the state’s shared leave program allows a state employee to come to the
aid of another state employee who is likely to take leave without pay or terminate his or her employment
because:

* The employee suffers from, or has a relative or household member suffering from, an illness,
injury, impairment, or physical or mental condition which is of an extraordinary or severe nature;

* The employee has been called to service in the uniformed services;

* The employee is a current member of the uniformed services or is a veteran as defined under RCW
41.04.005, and is attending medical appointments or treatments for a service connected injury or
disability;

* The employee is a spouse of a current member of the uniformed services or a veteran as defined
under RCW_41.04.005, who is attending medical appointments or treatments for a service
connected injury or disability and requires assistance while attending appointments or treatments;
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* A state of emergency has been declared anywhere within the United States by the Federal or any
state government and the employee has needed skills to assist in responding to the emergency or its
aftermath and is volunteering with a governmental agency or a nonprofit organization to provide
humanitarian relief in the devastated area, and the governmental agency or nonprofit organization
accepts the employee’s offer of volunteer services;

* The employee is a victim of domestic violence, sexual assault or stalking;
* The employee needs the time for parental leave; or
* The employee is sick or temporarily disabled because of pregnancy disability.

When taken, this leave is classified as Shared Leave and tracked separately over the state career of the
recipient employee (donee).

WAC 357-31-380 through 455, or collective bargaining agreements (CBAs), establishes the definition and
eligibility requirements for the state leave sharing program.

Until the expiration of Proclamation 20-05, issued February 29, 2020, by the Governor and declaring a
state of emergency in the state of Washington, or any amendment thereto, whichever is later, an agency
head may permit an employee to receive shared leave under RCW 41.04.665 if the employee, or a relative
or household member, is isolated or quarantined as recommended, requested, or ordered by a public
health official or health care provider as a result of suspected or confirmed infection with or exposure to
the 2019 Novel Coronavirus (COVID-19). An agency head may permit use of shared leave under this
subsection (1)(f) without considering the requirements of subsection (1)(a) through (1)(e) of RCW
41.04.665. Refer to WAC 357-31-390(6).

Within these rules, the head of each agency determines the agency’s level of participation in the program.

The agency head may not prevent an employee from using shared leave intermittently or on
nonconsecutive days so long as the leave has not been returned.

Agencies are strongly encouraged to establish policies that encompass these rules and that set internal

procedures for managing the program.

25.40.10.b Definitions

Employee — Any employee entitled to accrue sick, vacation, or personal holiday leave and for whom an
agency has maintained leave records.

Donor — The employee making the donation of leave.
Donee — The employee receiving the donation of leave (recipient).
Donated leave — The dollar value of the leave hours a donor donates through the Shared Leave Program.

Shared leave — The donated leave converted to hours by the receiving agency at the donee’s rate of pay.
This may be more or less than the literal hours donated, depending on the relative salary rates of the
respective employees.

Chapter 25 173


https://www.governor.wa.gov/sites/default/files/proclamations/20-05%20Coronavirus%20%28final%29.pdf
https://app.leg.wa.gov/RCW/default.aspx?cite=41.04.665
https://app.leg.wa.gov/RCW/default.aspx?cite=41.04.665
https://app.leg.wa.gov/RCW/default.aspx?cite=41.04.665
https://apps.leg.wa.gov/Wac/default.aspx?cite=357-31-390

State Administrative and Accounting Manual

Shortly deplete — The employee will have 40 hours or less of the applicable leave types under Subsection
(1)(d) of RCW 41.04.665. Refer to Subsection 25.40.10.c.4.b.

25.40.10.c Shared leave program requirements and restrictions

1. Salaries and wages

Employees on shared leave continue to receive the same salary, wage, and employee benefits that
they normally receive when using accrued leave. Refer to RCW 41.04.665(7).

2. Shared leave requester

a.  An agency shall require the employee requesting shared leave to submit a medical statement
supporting the request. A licensed physician (or health care practitioner) should:

* Verify the severity or extraordinary nature of the condition.

* Determine the expected duration of the condition.

The requirement for a medical statement may be waived in unusual circumstances where such a
statement may not be available, such as a pandemic emergency. In order for the requirement to be
waived, an agency must establish a policy that, at a minimum, addresses the nature of the unusual
circumstances under which a medical statement is not required; the limits, if any, imposed by the
agency on the amount of shared leave that may be granted without a medical statement; and the
agency official with authority to approve shared leave granted without a medical statement.

b. An agency shall require an employee called to service in the uniformed services who is requesting
shared leave to submit a copy of the military orders verifying the employee's required absence.

c. An agency shall require an employee who is a victim of domestic violence, sexual assault or
stalking to submit supporting documentation. WAC 357-31- 405 provides a listing of acceptable
types of documentation.

d. An agency shall require an employee volunteering his or her services to either a governmental
agency or a nonprofit organization to assist in disaster relief efforts in response to a declared
federal or state emergency or its aftermath to submit proof of acceptance of the employee's
services by the government agency or nonprofit organization.

Refer to WAC 357-31-390 and 405, or CBAs for other acceptable uses and associated
documentation requirements.

3. Types and limitations on leave donations
a. Vacation leave

Employees may donate vacation leave if this does not cause their vacation leave balance to fall
below eighty hours. For part-time employees, requirements for vacation leave balances are
prorated.
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Additionally, certain CBAs specify that an employee may not donate excess vacation leave (hours
in excess of 240) that the donor would not be able to take due to an approaching anniversary date.
Prior to the donation, the donor's supervisor (or equivalent) determines how much of the excess
leave the employee could use prior to the employee's anniversary date.

Because only approved usable excess leave can be donated, affected employees do not need a
second approval to receive any remaining excess donated leave back should a reversion occur.

b. Sick leave

Employees may donate any amount of sick leave provided the donation does not cause their sick
leave balances to fall below 176 hours after the transfer.

Note: RCW 41.04.665 allows employees of higher education institutions who do not accrue
vacation leave but do accrue sick leave to donate sick leave. The donation cannot cause the
employee’s sick leave balance to fall below 22 days.

c. Personal holiday

An employee may donate all or part of a personal holiday. Any portion of the personal holiday that
is not used shall be returned to the donating employee, and may be used by the donor if the
returned donation occurs and is then used in the same calendar year that it was donated. For
represented employees, check CBA for returns that cross calendar years.

4. Limitations on receipt of shared leave
a. Maximum shared leave per person

An employee may not receive more than 522 days of shared leave for the entire duration of state
employment. For this purpose, eight hours shall constitute a day (RCW 49.28.010) unless
otherwise required by statute, regulations, or employment contract.

An employer may authorize leave in excess of 522 days in extraordinary circumstances for an
employee qualifying for shared leave because the employee is suffering from an illness, injury,
impairment, or physical or mental condition which is of an extraordinary or severe nature.

b. When shared leave can be used

WAC 357-31-435 or CBAs require employees to use all compensatory time, recognition leave, and
personal holiday that they have accrued before using shared leave. Refer to these resources as well
as RCW 41.04.665 for further guidance.

Additionally, before using shared leave for:
* Medical purposes, parental leave, or pregnancy disability:

o The employee is required to use all of their holiday credit before using shared leave.

o The employee is not required to deplete all of their accrued vacation leave and sick
leave and can maintain up to 40 hours of each in reserve.
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* Being called to service in the uniformed services:

o The employee is required to use all of their holiday credit before using shared leave.

o The employee is not required to deplete all of their accrued vacation leave and paid
military leave and can maintain up to 40 hours of each in reserve.

*  Current members of the uniformed services or veterans attending medical appointments or
treatments and spouses assisting those individuals:

o The employee is not required to deplete all of their accrued vacation leave and sick
leave and can maintain up to 40 hours each in reserve.

+ A state of emergency, victim of domestic violence, sexual assault, or stalking:

o The employee is required to use all of their holiday credit before using shared leave.

o The employee is not required to deplete all of their accrued vacation leave and can
maintain up to 40 hours in reserve.

For work related illness or injury, an employee receiving industrial insurance wage replacement
benefits may not receive greater than 25 percent of his or her base salary from the receipt of shared
leave.

Note: Once an employee uses authorized shared leave, the employee shall not be required to repay
to the agency the value of the leave used.

5. Transfer of shared leave
Shared leave can transfer:

» Within a state agency and account,
* Between accounts or agencies, or

* Between agencies, educational service districts, and school districts.

Transfer of leave requires approval from the head or designee of both the donor and donee agencies,
educational service districts, or school districts. It is recommended that an agency's shared leave
policies include approval procedures and identify authorized designees.

If a shared leave account is closed and an employee later has a need to use shared leave due to the
same condition listed in the closed account, the agency head must approve a new shared leave request
for the employee.

25.40.10.d Computation of leave transferred

In transferring leave from the donor to the donee, it is the donor’s dollar value of the leave that transfers
and purchases shared leave for the donee at the donee’s salary rate.

Calculate the dollar value of donated leave using the donor’s total current salary rate times the hours
donated.
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For the donee, divide the dollar value received by the donee’s total current salary rate to determine the
leave hours to record.

Definition of Formula Elements for Calculating Shared Leave:

Regular salary rate = Current hourly rate OR Monthly rate / 174 (or monthly hours)
*Fringe benefits rate =48% x Regular salary rate
Total salary rate = Regular salary rate + Fringe benefits rate

*Formula for deriving the fringe benefit rate is in Subsection 25.40.10.j.

Donor Formula for Shared Leave Transfer Calculation:

Dollar value of donated leave = Donated leave hours x Donor’s total salary rate

Reduce the donor’s leave balance by the number of hours donated.

Donee Formula for Shared Leave Received:

Shared leave hours credited to donee = Dollar value of donated leave received / Donee's total
salary rate

Record the donee's shared leave balance for the calculated shared leave hours received.

25.40.10.e Recording donated leave transfer(s) in accounting and payroll systems:

» Transfer the dollar value of donated leave using a Journal Voucher (A7) for transfers between
treasury and/or treasury trust accounts.

* Use a warrant or a check for transfers between treasury/treasury trust accounts and local accounts,
educational service districts, and school districts.

» Attach documentation to the JV or warrant or check, showing the name(s) of the employee(s)
receiving the shared leave.

* Record the transfer in the appropriate accounting and payroll systems. It is recommended agencies
record the shared leave transactions, at a minimum, on a quarterly basis. Refer to Subsection
85.34.20 for related accounting entries.

25.40.10.f Shared leave records

The agency head or designee must maintain the following shared leave information at a minimum:

* Number of leave requests received.
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* Number of leave requests granted.

* Nature of requests.

* Name and agency of donors.

*  Amount of leave transferred in or out.

» Value of leave transferred in or out.

» Date leave was taken for each occurrence.

Record donated leave as shared leave in agency leave records and maintain it separately from all other
leave balances.

25.40.10.g

Unused shared leave

1. The value of any leave transferred under this section which remains unused shall be returned at its
original value to the employee or employees who transferred the leave when the agency head finds
that the leave is no longer needed or will not be needed at a future time in connection with the illness
or injury for which the leave was transferred or for any other qualifying condition. Unused shared
leave may not be returned until one of the following occurs:

The agency head receives from the affected employee a statement from the employee's doctor
verifying that the illness or injury is resolved.

The employee is released to full-time employment, has not received additional medical
treatment for his or her current condition or any other qualifying condition for at least six
months, and the employee’s doctor has declined, in writing, the employee’s request for a
statement indicating the employee’s condition has been resolved.

2. Upon reversion, the donee agency completes the following steps:

Determine the donee’s shared leave hours remaining.

Calculate the dollar value using the donee’s original total salary rate and return the dollars to
the appropriate donor agency or account (if applicable). Refer to RCW 41.04.665(9). Any
reversion must use the same total salary rate basis that was used to provide the shared leave
hours to the donee. Otherwise, the dollar value per reverted hour returned to the donor agency
or account will be more or less than received, depending on how a donee’s current total salary
rate may have changed. Refer to Subsection 85.34.20 for accounting entries, including the
entries to return shared leave value within an account.

Reduce the donee’s shared leave balance to zero. Also, restore the donor’s applicable reverted
leave hours if in the same agency.
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Formula for calculating the return of shared leave to the donor:

Dollar value of reverting shared leave to donor agency and/or account = Shared leave hours
remaining x donee's original total salary rate

Reduce the donee's available shared leave balance to zero and prepare transfer of the remaining
dollar value of the leave back to the donor agency and/or account.

3. Upon reversion, the donor agency completes the following steps:

* Receive the returned cash from another agency and/or account. If the donor was within the

same agency and same account, then receive the dollar value only. Refer to Subsection
85.34.20.

* Calculate the number of hours to restore to the donor using the donor’s current total salary rate.
In order to reflect the current cost of re-establishing leave hours, the donor's current salary rate
is used.

» Restore the calculated leave hours to the donor.

Formula for converting the dollar value of returned leave to one donor:

Converting the dollar value of returned shared leave into donor hours =
Dollar value of returned shared leave / Donor's current total salary rate

Record the calculated hours returned to the donor's leave balance.

4. Calculating reverting shared leave hours from multiple donors

Where more than on employee donated leave to an individual, calculate reverting leave on a prorated
basis using either the shared leave hours provided or dollars received by the donee. The following
example uses dollars received.

This is a three-step process.

Step 1: Calculate this percentage for each donor:

Percentage of residual shared leave returned to donor =
Shared leave dollars received from Employee 1 / Total dollar value of shared leave received

Step 2: Calculate the dollar value of shared leave reverting back to the donor:

Dollar value of shared leave reverting back to donors =
% calculated x Shared leave hours remaining x Donee's original total salary rate
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Step 3: Calculate leave hours returned to the donor:

Converting the dollar value of returned shared leave into donor hours =
Dollar value of reverting shared leave from Step 2 / Donor's current total salary rate

Note: A special reversion situation occurs when a donee depletes the initial shared leave hours received,
and then receives additional donations. In this case, should there be a reversion of the additional leave
received, do not include in the reversion proration the donor(s) and the hours of the initial donation. In
effect, batches of donated shared leave are used on a first-in, first-out basis and reversion is limited to the
remaining batch. Each batch (pool) is considered closed at the time its available shared leave balance
reaches zero.

To comply with the cost containment provisions of RCW 41.04.670(3), accounting batches may be
restricted to record only the amount of shared leave actually needed by donees on a payroll period by
payroll period basis from a list of potential donors maintained on a first-in, first-out basis.

Agencies should communicate to potential donors the agency's shared leave policy in regard to how
shared leave donations will be applied.

25.40.10.h  Donation and reversion calculation examples

For a sample donation and reversion case, refer to OFM's Payroll Resources website at: https://
ofm.wa.gov/accounting/administrative-accounting-resources/payroll.

25.40.10.i Direct questions on shared leave calculation to OFM

Direct any questions arising due to the transfer of funds or the adjustment of appropriation authority with
regard to the Shared Leave Program to the agency’s assigned OFM financial consultant.
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25.40.10.j Formula for fringe benefit rate

Formula for Deriving the Fringe Benefit Rate:

Benefits (Object B) as a percentage of salaries and 33.93%
wages Accrued holidays, sick leave, and vacation 14.56% **
leave Total 48.49% (Rounded to 48%)

**The additional 14.56% provides for holidays, sick leave, and vacation leave that an employee
could potentially earn while on shared leave. The following formula is the method OFM has
historically used to derive the percentage.

Holidays 12 days a year
Sick Leave 12 days a year
Vacation Leave 14 days a year
Total 38 days a year
X 8 hours per day
TOTAL 304 hours

304 + 2,088 = 14.56%

25.40.12 Uniformed service shared leave pool
Dec. 28, 2020

Per RCW 41.04.685, the uniformed service shared leave pool (USSLP) allows general government and
higher education employees to voluntarily donate leave to be used by any eligible employee who has been
called to service in the uniform services. WAC 357-31-640 through 725 establishes the rules for the
USSLP.

The Military Department, in consultation with the Office of Financial Management (OFM), administers
the USSLP. Procedures can be found on OFM’s Payroll Resources website at: https://www.ofm.wa.gov/

accounting/administrative-accounting-resources/payroll.

In order to participate in the USSLP, employers must develop a written policy which, at a minimum,
addresses:

1. Eligibility requirements for use of the USSLP.
2. Donation of leave to the pool.

3. Use of uniformed service shared leave.
4. Abuse of pool.

Higher education institutions shall adopt policies consistent with the needs of the employees under their
respective jurisdictions.

An employer may limit the amount of leave an employee may donate to or receive from the pool only if it
would result in the violation of rule or statute.

Chapter 25 181



https://apps.leg.wa.gov/Rcw/default.aspx?cite=41.04.685
https://ofm.wa.gov/accounting/administrative-accounting-resources/payroll
https://ofm.wa.gov/accounting/administrative-accounting-resources/payroll

State Administrative and Accounting Manual

Leave that is donated or received is calculated consistent with the Washington State Leave Sharing
Program. Refer to Subsection 25.40.10. However, shared leave received under the USSLP is not included
in the 522 day total specified in RCW 41.04.665.

The employee is not required to deplete all of their accrued vacation leave and paid military leave and can
maintain up to 40 hours of each in reserve.

Refer to Subsections 85.42.50.f and g for illustrative entries.

25.40.13 Veterans’ in-state service shared leave pool
Dec. 28, 2020

Per RCW 41.04.672, the veterans’ in-state service shared leave pool (VISSLP) allows general government
and higher education employees to voluntarily donate leave to be used by any eligible employee who
meets the following criteria:

* The employee is a current member of the uniformed services or is a veteran as defined under RCW
41.04.005, and is attending medical appointments or treatments for a service connected injury or
disability; or

* The employee is a spouse of a current member of the uniformed services or a veteran as defined
under RCW 41.04.005, who is attending medical appointments or treatments for a service
connected injury or disability and requires assistance while attending appointments or treatments.

WAC 357-31-750 through 830 establishes the rules for the VISSLP.

The Department of Veterans’ Affairs, in consultation with the Office of Financial Management (OFM),
administers the VISSLP. Procedures can be found on OFM’s Payroll Resources website at: https:/

www.ofm.wa.gov/accounting/administrative-accounting-resources/payroll.

In order to participate in the VISSLP, employers must develop a written policy which, at a minimum,
addresses:

1. Eligibility requirements for use of the VISSLP.
2. Donation of leave to the pool.

3. Use of veterans’ in-state service shared leave.
4. Abuse of pool.

Higher education institutions shall adopt policies consistent with the needs of the employees under their
respective jurisdictions.

An employer may limit the amount of leave an employee may donate to or receive from the pool only if it
would result in the violation of rule or statute.

Leave that is donated or received is calculated consistent with the Washington State Leave Sharing
Program. Refer to Subsection 25.40.10. However, shared leave received under the VISSLP is not included
in the 522 day total specified in RCW 41.04.665.
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The employee is not required to deplete all of their accrued vacation leave and sick leave and can maintain
up to 40 hours of each in reserve.

Refer to Subsections 85.42.50.f and g for illustrative entries.

25.40.14 Foster parent shared leave pool

Dec. 28, 2020

Per RCW 41.04.674, the foster parent shared leave pool (FPSLP) allows employees as defined in RCW
41.04.655 to voluntarily donate leave to be used by any eligible employee who is a licensed foster parent
pursuant to RCW 74.15.040 needing to care for or preparing to accept a foster child in their home.

WAC 357-31-835 through 920 establishes the rules for the FPSLP.

The Department of Children, Youth, and Families, in consultation with the Office of Financial
Management (OFM), administers the FPSLP. Procedures can be found on OFM’s Payroll Resources

website at: https://www.ofm.wa.gov/accounting/administrative-accounting-resources/payroll.

In order to participate in the FPSLP, employers must develop a written policy which, at a minimum,
addresses:

Amount of leave that may be withdrawn from the FPSLP.
Eligibility requirements for use of the FPSLP.
Donation of leave to the pool.

Use of foster parent shared leave.

A e

Misuse of pool.

Higher education institutions shall adopt policies consistent with the needs of the employees under their
respective jurisdictions.

An agency head or higher education president may limit the amount of leave an employee may donate to
or receive from the pool.

Leave that is donated or received is calculated consistent with the Washington State Leave Sharing
Program. Refer to Subsection 25.40.10. Shared leave received under the FPSLP is separate from and not
included in the 522 day total specified in RCW 41.04.665. Refer to WAC 357-31-880.

* Refer to WAC 357-31-875 for the maximum number of hours the employee can receive from the
FPSLP.

* Refer to WAC 357-31-895 for what types of leave must be used prior to using shared leave from
the FPSLP.

The employee is not required to deplete all of their accrued vacation leave and sick leave and can maintain
up to 40 hours of each in reserve.

Refer to Subsections 85.42.50.f and g for illustrative entries.
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25.40.15 Sick leave pools

May 20, 2010

Per RCW 41.04.680, general government state employees may pool sick leave within an agency to be
used by participating employees who have a personal illness, accident, or injury. WAC 357-31-570
through 635 establish the rules for creating and administering a sick leave pool. Prior to creating a sick
leave pool, an agency must appoint an administrator and develop a written policy.

For purposes of calculating maximum sick leave that may be donated or received by any one employee,
pooled sick leave is counted and converted in the same manner as sick leave under the Washington state
Leave Sharing Program.

A participating employee may not withdraw more than 522 days from a sick lave pool for the entire
duration of state employment. The 522 days includes any days an employee has received under the
Washington State Leave Sharing Program. Refer to Subsection 25.40.10.

This provision is for non-represented employees only.

25.40.20 Vacation leave buyout at termination
Mar. 1, 2022

RCW 43.01.041 establishes the authority for vacation leave buyout upon termination of employment.
WAC 357-31-225 or collective bargaining agreements (CBAs) provide additional rules and guidance.

Compute termination leave payments by multiplying an average hourly rate times the number of vacation
leave hours accumulated. Determine the average hourly rate by multiplying .0064* times the monthly
salary rate. The fraction of .0064 is based upon the number of work hours in an average month. Do not
include premium pay such as standby, shift differential, and overtime in the monthly salary rate used as
the basis for termination leave payment.

*The formula for deriving the .0064 factor follows.

Formula for Deriving the Vacation Leave Buyout Termination Factor:

Step 1: 365 days - 104 Saturdays and Sundays - 12 Holidays - 14 days of vacation leave = 235 Days
Step 2: 235 Days * 8 hours = 1,880 hours in a calendar year

Step 3: 1,880 hours / 12 months = 156.66 average hours per month

Step 4: 1 hour / 156.66 average hours per month = .0064
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25.40.30 Accrued sick leave buyout

July. 1, 2013

25.40.30.a  Authority

In order to provide eligible state employees an attendance incentive program, RCW 41.04.340 establishes
rules when monetary compensation may be paid for accrued sick leave. Compensation is permitted for
only that portion of sick leave accumulated at a rate of one day (8 hours) per month.

WAC 357-31-150 or collective bargaining agreements (CBAs) provide additional rules and guidance.

25.40.30.b  Eligibility rules

1. Continuing employees

* In January of the year following any year in which a minimum of sixty days (480 hours) of
sick leave is accrued, and at no other time, an eligible employee may elect to receive
compensation for the unused sick leave accumulated only in the previous year.

* Compensation is payable at 25% for any of the prior year’s unused sick leave hours the
employee elects to receive. However, no sick leave hours may be converted which would
reduce the calendar year-end balance below 480 hours. Payment is based on the employee’s
current salary.

» Sick leave for which compensation has been received is deducted from accrued sick leave at
the rate of 4 days for every 1 day paid.

2. Terminating employees

Eligible employees (or their estates) who separate from state service due to retirement or death
may elect to receive compensation for unused sick leave at the rate of 25% of accumulated accrued
sick leave. The compensation is based on the employee’s salary at the time of separation.

25.40.30.c Medical expense plans

RCW 41.04.340 (7-9) authorizes retiring state employees to participate in medical expense plans, subject
to conditions provided in statute, WAC 357-31-375, or CBAs. In lieu of remuneration for unused sick
leave at retirement, agencies may, with equivalent funds, provide eligible employees with a benefit plan
that provides for reimbursement for medical expenses.

25.40.30.d  Determination of the current hourly rate

The appropriate current hourly rate for sick leave buyout compensation depends on how an eligible
employee is paid. Most situations are addressed in the following examples.

» For an employee paid a monthly salary based upon an official Washington State Human Resource
System Salary Schedule, divide the monthly salary rate by 174 (average number of hours in a
month). The salary schedules can be found online at: https://ofm.wa.gov/state-human-resources/
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compensation-job-classes/compensation-administration/compensation-plan-components/salary-
schedules.

» For an employee paid a salary based on a contract stating the number of contract days, divide the
contracted salary by the number of contracted days to obtain a daily rate. Then divide the daily rate
by the appropriate number of hours per day established for that contract to derive the hourly rate.

* For an employee paid a salary based on a yearly contract, divide the yearly salary by 12. The
hourly rate is then calculated by dividing the computed monthly salary by 174 hours.

» If an employee is paid an hourly rate in accordance with an agreement negotiated between an
employee organization and the state or based on an hourly rate from an official Washington State
Human Resource System Salary Schedule, that hourly rate is the official rate for computing sick
leave compensation. The salary schedules can be found online at: https://ofm.wa.gov/state-human-

resources/compensation-job-classes/compensation-administration/compensation-plan-components/
salary-schedules.

25.40.30.¢ Exemption from retirement credit

Do not take retirement contributions on payments for sick leave buyouts. Compensation for unused sick
leave is not used in computing retirement allowances.

25.40.30.f Buyout upon disability or death

Per IRS Publication 15-A, sick leave buyouts made to employees who retire due to disability, or to
deceased employees’ survivors, are exempt from Old Age and Survivors Insurance (OASI) and Medicare
taxes.

25.40.30.g  Buyout calculation

Calculation for a Continuing Employee:
Sick Leave Hours Unused in Previous Year in Excess of 480 Hours Elected for Buyout 25% x Employee's

current hourly salary rate* = Buyout

Calculation for a Terminating Employee:

All Unused Sick Leave Hours Remaining x 25% x Employee's Current Hourly Salary Rate* = Buyout

*Refer to Subsection 25.40.30.d for determination of the current hourly rate.

Example: An eligible employee has 650 hours of unused sick leave as of January 1, 20xx. The employee
has 48 hours of unused prior year sick leave.

Calculation for a Continuing Employee: (25% x 48 hours) Pay 12 hours

Calculation for a Terminating Employee: (25% x 650 hours) Pay 162.5 hours
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25.40.40 Workers' compensation time loss payments
Oct. 1,2013

25.40.40.a  Authority

Under RCW 51.32.090, employees cannot receive time loss payments for any period in which they receive
their regular salary or wages. For purposes of determining eligibility for time loss payments, regular salary
or wages do not include holiday pay, vacation pay, sick leave, or similar paid leave.

However, a collective bargaining agreement (CBA), a rule, or an agency policy can require recovery of
time loss payments under certain circumstances. Be sure to consult these resources to determine
whether time loss payments to an employee are subject to recovery.

25.40.40.b  Agency procedures for time loss determinations

1. Department of Labor and Industries notifications

The Department of Labor and Industries (L&I) notifies the agency of time loss payment amounts
made to the agency’s employees and the time periods covered.

2. Agency receipt of notice

When an agency receives notice of time loss payments, the agency determines the nature of paid
leave used by the employee, if any, during the disability period covered by workers’ compensation.

3. Employee options
Under WAC 357-31-235 or CBAs, employees can select from the following options:

* Time loss compensation exclusively,
* Accrued paid leave exclusively (excluding shared leave), or
* A combination of time loss compensation and accrued paid leave.

4. Eligibility for time loss payment is not affected by the use of these leave types:

* Vacation pay

* Sick leave

+ Compensatory time
* Exchange time

* Holiday pay

5. Shared leave

An employee who qualifies for time loss compensation cannot use shared leave for the same time
period. RCW 41.04.665(1)(f) requires an employee to have diligently pursued and been found to
be ineligible for benefits under Chapter 51.32 for a work related illness or injury in order to be
eligible for the shared leave program for medical purposes.
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Note: If an employee inadvertently receives shared leave and is subsequently approved for benefits
under Chapter 51.32 , the employee shall not be required to repay to the agency the value of the
shared leave used.

6. Time loss recovery

CBAs, a rule or an agency policy may require an agency to recover time loss payments if an
employee receives both sick leave and time loss payments during a disability period.

25.40.40.c Time loss recovery procedures

When time loss recovery is required by a CBA, a rule or an agency policy, upon notification by the
Department of Labor and Industries (L&I) that an employee has received time loss payments, the agency
is to determine if the employee received paid sick leave during the temporary disability period. If the
employee received paid sick leave for a period covered by time loss payments, the agency is to recover the
dollar value of the sick leave by having the employee select one of the following:

1. The employee keeps the time loss payment but has a comparable salary reduction.

* Compute the employee's gross salary less the amount of the applicable time loss payment.

» Compute federal income tax (FIT), OASI, and Medicare taxes on the employee's reduced gross
salary. Time loss payments are not subject to these taxes.

» For retirement contribution calculation and service credit, refer to Subsection 25.40.40.d.

* Restore sick leave using the employee's hourly rate effective during the time loss period. Refer
to Subsection 25.40.40.e.

2. The employee reimburses the agency for the amount of the applicable time loss payment.

* Account for the reimbursement from the employee as a recovery of current period salary
expenditures/expenses.

» For payment purposes, compute federal income tax withholding on the employee’s gross
salary without reduction for the time loss payment. However, OASI and Medicare taxes must
be computed on the employee’s gross salary after reduction for the time loss payment.

» For retirement contribution calculation and service credit, refer to Subsection 25.40.40.d.

* The following year-to-date adjustments are required:

o Reduce year-to-date earnings subject to federal income tax, OASI and Medicare by the
amount of the time loss payment.

o Adjust year-to-date OASI and Medicare taxes to reflect the OASI and Medicare adjustment
made for reduction of the time loss payment.
Note: Year-to-date adjustments may be accomplished automatically or manually,
depending on the payroll system used. Refer to the applicable system documentation.

o Restore sick leave using the employee’s hourly rate effective during the time loss period.
Refer to Subsection 25.40.40.e.
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25.40.40.d  Retirement service credit - employees on unpaid leave

Per the Department of Retirement Systems (DRS), employees who are in unpaid status while receiving
time loss may elect to purchase service credit for up to a two year limit. Calculate retirement
contributions based on one of the following two situations:

a. The employee elects to have full service credit for the duration of the claim up to the two year limit
and the agency chooses to assume liability for the employee and employer contributions:

* The agency must have an agreement with the employee. Calculate and report to DRS the
reportable compensation the member would have received if the disability had not
occurred.

* Remit to DRS both the employer and employee retirement contributions that would have
been made if the disability had not occurred. The employee contribution is deferred from
Federal Income Tax (FIT).

b. The employee elects to have full service credit for the duration of the claim up to the two year limit
and the agency chooses not to assume liability for the employee contribution:

» At the end of the disability the employee has the option to purchase the lost service for each
period of absence:

o PERS, PSERS, TRS, and SERS: Up to 24 consecutive months for each duty
disability.
o LEOFF Plan 2:
= On or after July 1, 2002: Up to 24 consecutive months for each duty
disability.
= Prior to July 1, 2002: Up to six consecutive months for each duty disability.
o WSPRS: Up to six consecutive months for each duty disability.
o Note: LEOFF Plan 1 administers temporary duty disabilities separately.

* Upon returning to work, the employee contacts DRS in order to purchase the desired
amount of service credit.

» Upon receipt of payment for service credits by employee, DRS will invoice the employer
for employer contributions, plus interest.
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25.40.40.¢ Formula to calculate sick leave to be restored

Semi-monthly salary

= Actual hourly rate

Hours available for pay period when time loss
payment made

Time loss dollar value
= Amount of sick leave hours to be restored

Actual hourly rate during payment period

Example: Time loss payment of $400 received or refunded to the agency. The employee’s semi-monthly
salary was $850 and the number of available hours in the 11 day pay period when the time loss payment
was calculated was 88 (8 x 11).*

1. $850.00
= $9.66  Actual hourly rate
88
2 $400.00
= $41.40  Sick leave hours to restore
$9.66

*Note: Available hours are based on how many days are in a particular semi-monthly pay period and may
vary depending on pay period.

25.40.40.f FTE adjustment for restored sick leave hours

When sick leave hours are restored in a sick leave recovery situation, a comparable FTE reduction is to be
recorded when the sick leave is taken and recovered in the same fiscal period. The calculation for the
monthly FTE adjustment, based on the example above is:

41.40 hours
= 24 FTEs
174
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25.40.50 Recognition leave

Jan. 1, 2009

WAC 357-31-565 and certain collective bargaining agreements authorize employers who have received
performance management confirmation to grant employees up to five (5) days of paid leave within a
twelve-month period to recognize outstanding accomplishments or the achievement of pre-defined work
goals by individual employees or units.

Leave granted under this provision is not payable upon layoff, dismissal, separation, or resignation or
transferable between employers. Accordingly, it need not be accrued at fiscal year end.
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25.45 Teleworking

. . Effective Page
Section Title Date Number

25.45.10 Commute Time Jan. 1, 2022 192

25.45.10 Commute Time

Jan. 1, 2022

In general, an employee's regular commute time or "home to job site" travel is not compensable. If an
employee is directed to report to an agency work site, the agency must notify the employee to report to
their assigned agency work location no later than the end of the employee's previous work shift. If the
notification is not provided within this timeframe, the employee's time to commute may be compensable.
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25.50  Payroll Deductions and Reductions

. . Effective Page
Section Title Date Number
25.50.10 Introduction May 1, 1999 193
25.50.20  Mandatory (standard) deductions/reductions Jan. 1, 2022 193
25.50.30  Voluntary deductions/reductions Jan. 1, 2018 195

25.50.10 Introduction

May 1, 1999

Payroll deductions or reductions are amounts withheld from an employee’s wages. Reductions affect gross
income, deductions do not. Deductions are classified as mandatory or voluntary.

25.50.20 Mandatory (standard) deductions/reductions

Jan. 1, 2022

25.50.20.a  Mandatory Deductions from Gross Income

These must be deducted from employees' salaries and wages pursuant to federal or state law. Mandatory
deductions include but are not limited to the following list:
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MANDATORY
DEDUCTIONS

Federal Income
Tax

Industrial
Insurance
(Medical Aid)

Old Age and
Survivors
Insurance

(OASI) and
Medicare

Paid Family and
Medical Leave

Long Term
Services and
Support

25.50.20.b

DESCRIPTION AND REQUIREMENTS

Determine amount of withholding from employee signed federal W-4 form
(Employee’s Withholding Allowance Certificate).
Check IRS publication 15 (Circular E) for any additional rules.

State tax for industrial insurance benefits program.

Administered by the Department of Labor and Industries (L&I).

Premium for full-time employees is calculated using the standard monthly
average of 160 hours x L&I rate.

Premium for part-time employees is calculated using actual hours.

The L&I rate is based on the assigned risk classification(s).

Refer to RCW 51.12.035 and L&I regarding mandatory Medical Aid coverage
for volunteers of state agencies who have registered and accepted the
volunteer services.

Refer to L&I publications for coverage, employee/employer rates, and
employer reporting requirements.

OASI is a federal employment tax for retirement, survivors, and disability
benefits. Matching contributions are required from both employees and
employers.

The Medicare federal employment employee and employer matching tax
supports federal health insurance.

The Department of Retirement Systems (DRS) administers our state’s Section
218 agreement with the federal Social Security Administration.

Check with DRS for coverage requirements.

Refer to IRS Publication 15 (Circular E) for rates, deposit, and reporting
regulations.

Premium for the paid family and medical leave insurance program.
Administered by the Employment Security Department (ESD).

Premium is based on gross wages.

Refer to RCW 50A.04 and ESD publications for coverage, rates, and employer
reporting requirements.

Premium for the long term services and support program, also called WA
Cares.

Administered by the Employment Security Department (ESD), the Department
of Social and Health Services (DSHS), the Health Care Authority (HCA), and
the Office of the State Actuary (OSA).

Premium is based on gross wages.

Refer to RCW 50B.04 and WA Cares publications for coverage, rates, and
employer reporting requirements.

Mandatory Reductions to Gross Income

These reduce gross pay and are not subject to federal income tax. Deduct these amounts from gross
income before calculating federal income tax for eligible employees.
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REDUCTIONS TO
GROSS INCOME DESCRIPTION AND REQUIREMENTS
State Retirement
Systems » This is the employee’s paid share of the total retirement contribution.
Higher Education » This is the employee's paid share of the Higher Education Retirement
Retirement Plans Plans. Refer to RCW 28B.10 and rules developed by specific agency

governing boards.

25.50.30 Voluntary deductions/reductions

Jan. 1,2018

These options are permitted by law but require an employee’s written request to authorize the payroll
deduction or salary reduction. Generally, agency heads have the discretion to approve or deny requests for
these types of deductions. The maximum deductions or reductions per employee is limited to the number
that payroll systems can accommodate.

25.50.30.a  Voluntary Reductions from Gross Income

These amounts reduce gross pay and are not subject to income tax. Deduct these amounts from gross
income before calculating federal income tax. Participation in this type of reduction is at the employee’s
written request.
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VOLUNTARY
REDUCTION

Deferred Compensation
Plans and Tax Deferred
Annuities

Dependent Care

Flexible Spending Plan

Health Savings Account

Medical Expense Plans
(Voluntary Employee
Benefit Associations -

VEBASs)

DESCRIPTION AND REQUIREMENTS

These are salary reductions allowed under RCW 28B.10.480 and
41.04.020.

Either the agency head or the Department of Retirement Systems
Deferred Compensation Program approves the employee’s request for
this type of deduction.

This program allows eligible employees to exclude dependent care
costs (like child care) from their gross income. Reductions are not
subject to OASI and Medicare.

Eligibility requirements are in WAC 182-12-116, 182-08-187, 197,
and 199.

For program details, refer to https://www.hca.wa.gov/employee-
retiree-benefits/public-employees/dependent-care-assistance-program-

A medical flexible spending aceeunt arrangement allows employees
to set aside pretax earnings to pay eligible medical expenses.

Not available to employees enrolled in a consumer-directed health
plan.

Amounts contributed must be used each plan year.

For more information, refer to https://www.hca.wa.gov/employee-
retiree- beneﬁts/school employees/medical-flexible-spending-

A health savings account (HSA) is a tax- exempt account into which
employees, employers, or anyone can deposit on the employees’
behalf.

In order to be eligible for an HSA, employees must be enrolled in a
consumer-directed health plan.

Amounts contributed must be used to pay for IRS qualified out-of-
pocket medical expenses and can accumulate from year to year.

RCW 41.04.340 allows ehglble retlrmg employees an option to use
their accrued sick leave buyout at retirement to purchase a post-
retirement medical expense reimbursement plan.

Also refer to WAC 357-31-375 or CBAs for program requirements.

25.50.30.b  Voluntary Miscellaneous Deductions

These deductions reduce net pay, but do not affect gross income. Participation in these types of deductions
is at the employee’s written request. These deductions may also require a minimum level of participation.

Acceptable forms for employee written request include:

» Paper (original documentation with employee original signature or mark).

* A PDF copy of the original document.

» Facsimile copy of the original document.

* Email for certain changes (such as deduction amount) or stopping a deduction.

* Electronic documents using electronic signatures as defined under RCW 1.80.010(10) as, “An
electronic sound, symbol, or process attached to or logically associated with a record and executed
or adopted by a person with the intent to sign the record.”
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Employee requests may be delivered in any manner reasonably available to the individual submitting the
request including, but not limited to: personal delivery, US Mail, courier, electronic mail, facsimile or

other reliable method.

The most common of these deductions follow:

Type of Deduction

Description and Explanation

25/100
Rule *

Agency
Override on
25/100 Rule

Agency
Approval
Required

Banks, Savings
Banks, or Saving and
Loan Associations

* These institutions must be
authorized to do business in this
state.

X

X

If <25 in the
agency X

Credit Unions

X

X

If <25 in the
agency X

Parking Fees and
Transit Benefits

» Payments for parking furnished
by the agency or by the
Department of Enterprise
Services. Deductions shall be
pretax, to the extent possible, for
qualified parking and transit
benefits as allowed under the
federal internal revenue code.

US Savings Bonds

* Deductions at certain institutions
of higher education for
participation in the US Savings
Bond program.

Board, Lodging,
Uniform Deductions

* Deductions for board, lodging, or
uniforms furnished by the state.

Tuition, Fees, or
Scholarship
Contributions

* Deductions for academic tuition,
fees, or scholarship contributions
payable to the employing
institutions.

Dues and Other Fees

*  Membership dues for
professional organizations
formed primarily for public
employees or college and
university professors.

Labor or Employee
Organization Dues

Per RCW 41.04.230, dues
(including representation and
other mandatory fees) authorized
under a collective bargaining
agreement if not already provided
under the provisions of Chapters
41.76 or 41.80 RCW or other
statutory authority.

* Organizations of 500 or more
may have payroll deduction for
employee benefit programs.
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Type of Deduction Description and Explanation 25/100 Agency Agency
Rule * [ Override on | Approval
25/100 Rule | Required

Funds, Committees, « Per RCW 41.04.230(6), X
or Subsidiary employees may voluntarily
Organizations contribute.

Maintained by Labor « Effective January 1, 2007.

Health Care «  Premiums for contracts

Authority Premiums authorized by the Washington

State Health Care Authority
(HCA) (Chapters 41.04 and
41.05 RCW).

* Enrollment or assignment by the
HCA to participate in a health
care benefit plan, as required by
RCW 41.05.065(8), shall
authorize a payroll deduction of
premium contributions without a
written consent under the terms
and conditions established by the
public employees’ benefits board.
If an employee is overpaid due to
an error related to payroll
deduction of premium
contributions, refer to salary
overpayment recoveries in
Section 25.80.

* Premiums are treated as pretax
unless the employee elects to
have the premium taxed. This
election must be made during
open enrollment.

Charitable * Contributions to the state
Contributions employee combined fund drive
(RCW 41.04.036)
Other Deductions |Per RCW 41.04.230: X X

*  Other deductions may be
authorized by the director of
OFM for purposes clearly related
to state employment or goals and
objectives of the agency and for
plans authorized by the state
health care authority.

Per RCW 41.04.030:

*  Other Health, Accident,
Disability, and Life Insurance -
Deductions for employee chosen

* This means minimum participation of 25 or more employees in one agency or 100 employees statewide.
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25.60 Garnishments and Wage Assignments

Section Title gg&“ive Nllzlz:lglfer
25.60.10  Garnishments and levies July 25, 2021 199
25.60.20  Child support July 25, 2021 205
25.60.30  Wage assignments Mar. 1, 2010 206
25.60.40  Other debt collection procedures June 7, 2018 207
25.60.50  Worksheets for answers to writs of garnishment Jan. 1, 2022 209

25.60.10 Garnishments and levies
July 25, 2021

All agencies of the state of Washington must comply with this policy, unless otherwise exempted by
statute. RCW 43.88.020 defines the term “Agency” to mean and include “every state office, officer, each
institution, whether educational, correctional or other, and every department division, board and
commission, except as otherwise provided.” Refer to Chapter 1 of this manual for further guidance.

The term garnishment or levy is often used to describe a number of different documents. A garnishment or
levy is used to capture all or a portion of earnings or personal property owed by a state agency to an
employee, vendor, or third party. Personal property can include, but is not limited to, wages, leave buyout,
vendor payments, commissions, bonuses, or prize money. The documents used to capture such amounts
include, but are not limited to, writs of garnishment, mandatory wage assignments, mandatory payroll
deductions, court orders, tax levies, and other administrative orders. Before proceeding, determine the type
of legal document served upon the agency. The legal document will determine the procedure to follow.

25.60.10.a  Writs of garnishment - overview

The law provides for two types of writs. The first is titled a “writ of garnishment (continuing lien on
earnings).” The second is titled a “writ of garnishment (non-continuing lien)” or a “writ of garnishment
(debt other than earnings - after judgment).” A continuing lien writ captures a percentage of the
employee’s wages for a 60 calendar day period. The non-continuing lien writ captures any non-exempt
personal property owed to the employee/vendor (defendant) on the date the writ is served on the Office of
the Attorney General. The non-continuing writ is most commonly used to capture contractual payments
owed to a business.
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25.60.10.b  Writ of garnishment - continuing lien on earnings

A writ of garnishment (continuing lien on earnings) is served to capture an employee’s earnings. Earnings
include wages, salary, and other compensation. If the writ does not have the caption “continuing lien on
earnings,” it captures only the assets being held by the agency on the day the writ was received by the
Office of the Attorney General.

Service of a writ on the Office of the Attorney General is required pursuant to RCW 6.27.040 and RCW

4.92.020. If an agency receives a writ directly, without prior service on the Office of the Attorney General,
return the writ to the creditor (plaintiff) noting that it was improperly served.

Superior court writs of garnishment are issued by the clerk of the superior court, a court commissioner, or
judge. A creditor’s attorney may, however, issue district court writs of garnishment. Although an attorney
may issue the initial district court writ of garnishment, any request or demand to turn over earnings or
assets held by an agency must be by service on the agency of a court document titled “Judgment and
Order to Pay.” Either a court commissioner or a judge must sign this document.

Proper service of the writ (continuing lien on earnings) creates a lien on the employee’s earnings for 60
calendar days. It captures all non-exempt earnings payable to the employee from the date of service on the
Office of the Attorney General to the last payroll period ending on or before 60 calendar days after service
of the writ.

Once the writ is served on the Office of the Attorney General, by law, an agency is prohibited from paying
any non-exempt earnings to the employee. If the writ is served on the Office of the Attorney General on or
near the date the employee is to be paid, an agency must take reasonable steps to stop a payment to the
employee and withhold the non-exempt earnings.

The amount withheld each pay period will generally be 25 percent of the employee’s disposable earnings
or a lesser amount as stated in the writ. The remaining 75 percent is exempt from garnishment. The agency
must pay the employee only the amount exempt from garnishment.

25.60.10.c First Answer

Accompanying the writ should be an “Answer to Writ of Garnishment” form. This form is often called the
“First Answer.” The agency must complete the First Answer form and return it to the applicable court with
a copy to the creditor (plaintiff) or the creditor’s attorney, as well as a copy to the employee (defendant).
The First Answer must be mailed to the court, the creditor, and the employee within 20 calendar days after
receipt of the writ by the Office of the Attorney General. Failure to answer the writ timely can result in a
judgment being taken against the agency for the entire amount of the writ as well as costs and attorney
fees.

To complete the First Answer, the agency must answer the questions in Section I of the writ. Next, if the
defendant is an employee of the agency, the agency must complete Section II related to gross earnings,
deductions, disposable earnings, and exempt earnings. Use the garnishment worksheets to perform the
applicable calculations. These also provide backup documentation for the actual garnishment amount. The
first worksheet deals with the “First Answer” and the second worksheet deals with the “Second Answer”
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to the writ. The agency may attach a work sheet showing its calculations. Refer to Subsection 25.60.50 for
garnishment worksheets.

25.60.10.d  Calculation of Exempt Earnings

To calculate exempt earnings, subtract federal withholding taxes, social security (OASI), Medicare, L&I
(medical aid), and retirement, and any other amounts required by law to be withheld from gross earnings.
Any amounts the employee may deduct by law, such as health insurance, are not deducted from gross
earnings. After deduction of the “amounts required by law to be withheld,” the result is disposable
earnings.

Exempt earnings are calculated differently based on the type of garnishment.
Consumer Debt

Eighty (80) percent of disposable earnings or thirty-five times the state minimum hourly wage,
whichever is larger, is the exempt amount. This 80 percent (or thirty-five times) must be paid to the
employee. The remaining 20 percent is subject to the writ of garnishment (continuing lien).

This garnishment is based on a judgement or order for consumer debt
Garnishments Not Labeled Consumer Debt or Child Support

Seventy-five (75) percent of disposable earnings or thirty-five times the federal minimum hourly
wage, whichever is larger, is the exempt amount. This 75 percent (or thirty-five times) must be paid
to the employee. The remaining 25 percent is subject to the writ of garnishment (continuing lien).

Note: Effective July 22, 2011, RCW 26.60.090 authorizes a legal union of two persons of the same sex that
was validly formed in another jurisdiction, and that is substantially equivalent to a domestic partnership
under state law, to be recognized as a valid domestic partnership and treated the same as a domestic
partnership registered in the state of Washington regardless of whether it bears the name domestic
partnership. Whenever "domestic partner" is used in this section, refer to this note for clarification.

To calculate the 60 calendar day effective period and the payroll periods subject to the writ, the agency
counts the day the writ was served on the Office of the Attorney General as well as counting another 60
calendar days, beginning the day after service of the writ. The day that the writ was served on the Office
of the Attorney General to the end of the 60 calendar days is the “effective period.”

The writ captures earnings due during the effective period. The agency must first determine the pay
periods affected by the writ and then calculate the percentage of non-exempt funds available to the
creditor.

Note that in determining affected pay periods, the agency cannot withhold money from a pay period that
ends AFTER the end of the 60 calendar day effective period. The 60 calendar day effective period must
encompass the WHOLE pay period affected (i.e., effective period ends March 14, the agency CANNOT
hold money from the March 1-15 payroll period).
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For illustrative examples, refer to OFM's Payroll Resources website at: https://ofm.wa.gov/accounting/
administrative-accounting-resources/payroll.

Generally, a writ received between the 1st and 9th of the month as well as the 16th and 24th of the month
will capture five pay periods. This rule only applies if the agency’s pay period coincides with the state’s
general pay periods of the 1st to the 15th and the 16th to the end of the month.

25.60.10.¢ Deduction Codes

Non-exempt earnings deducted on behalf of the creditor must be held in a payroll revolving or equivalent
account in General Ledger code 5189 “Garnishments Payable” until a Judgment on the Answer is served
on the agency. This accounting approach only requires one deduction code to deduct the non-exempt
earnings and credit them to the General Ledger code 5189.

25.60.10.f Processing Fees

The agency may deduct a fee of up to $20 on the First Answer and $10 for the Second Answer for a
continuing writ on earnings. The fee may be deducted from the employee’s non-exempt earnings only. If
the creditor’s garnishment amount takes all non-exempt earnings (the entire 25 percent), no fee may be
deducted. The processing fee may not be taken from an employee’s exempt earnings.

For example, if the employee’s disposable earnings for a 60 calendar day period are $5,000, a creditor
may garnish up to 25 percent or $1,250. If the creditor garnishes $1,220, the agency should deduct the
processing fee of $20/$10. If the amount garnished is $1,230, the agency may deduct only a $20 fee. If the
amount garnished is $1,250 or more, no fee may be deducted.

Deposit processing fees in the operating account that supports the administrative workload used to process
garnishments. Code fee receipts to General Ledger code 3210 “Cash Revenues,” Revenue Source code
0499 “Other Revenue.”

25.60.10.g  Second Answer

Near the end of the 60 calendar day period, the creditor will send the agency a document titled Second
Answer. The Second Answer tells the creditor what non-exempt earnings were captured during the 60
calendar days following the date of service of the writ on the Office of the Attorney General.

The agency must complete the Second Answer and mail it to the court, creditor, and employee within 20
calendar days of its receipt by the Office of the Attorney General in the envelopes provided by the
creditor. Hold all non-exempt funds captured by the writ pending receipt of a document titled Judgment on
Answer and Order to Pay (also called a Judgment on Answer).

25.60.10.h  Judgment on Answer and Order to Pay

A Judgment on Answer and Order to Pay is a court order that requires the agency to pay the withheld
earnings over to a specified party. It further binds the employee to pay the creditor’s costs. No earnings
withheld from an employee should be paid to the court or a creditor absent receipt of a Judgment on
Answer and Order to Pay.
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A Judgment on Answer and Order to Pay must be signed by a court commissioner or a judge. Follow the
directions in the Judgment when determining where to send the withheld earnings. Under a writ issued by
a district court, the earnings may be sent directly to the creditor, the creditor’s attorney, or the court. A
superior court writ requires that the earnings be sent to the court clerk unless otherwise stated in the writ.

Carefully note the judgment amount that the agency must remit. The judgment amount must be equal or
less than the amount stated in the Second Answer. If the amount in the judgment is more than the amount
stated in the Second Answer, it must be returned to the creditor for re-issuance in the correct amount. If
the amount in the judgment is less than the amount stated in the Second Answer, issue the warrant/check
in that amount and refund the remaining earnings withheld to the employee. The agency must issue this
warrant/check against the account where previously deposited in General Ledger code 5189.

If the writ is paid through other sources or the writ is dismissed, the court or the attorney will send a notice
of the satisfaction, release, or dismissal of the garnishment to the agency. Rescind the accrued
miscellaneous deduction “payable to the court” and return the earnings withheld to the employee. In no
event is an agency to issue the warrant/check for the earnings withheld to the employee until the
agency receives a release of the writ signed by the appropriate court officer or attorney.

25.60.10.i Stacking Writs

If the agency is withholding under one writ and the agency receives a second writ under a different court
cause number, the second writ becomes effective upon expiration of the first writ. If the same creditor
using the same court cause number as the first writ serves a second writ before the 60 calendar day period
expires, refer the writ to the Office of the Attorney General. A creditor may not “stack” writs under the
same court cause number.

For illustrative examples, refer to OFM's Payroll Resources website at:https://ofm.wa.gov/accounting/
administrative-accounting-resources/payroll.

25.60.10.j Lien Priority

Lien priority is based on a number of factors. The time the document was served, the type of document,
and the document’s subject matter. As a general rule, non-child support garnishments and administrative
orders (educational levy, notice to withhold and deliver, IRS tax levy) compete on a first-in-time, first-in-
right basis.

A child support garnishment or administrative order takes precedence over all other types of garnishments,
wage assignments and administrative orders except an IRS levy served on the employer prior to receipt of
the child support order. Garnishments of any nature take precedence over a non-child support voluntary
wage assignment. If the agency has questions regarding the priority of competing legal documents, contact
the Assistant Attorney General assigned to garnishments.

For illustrative examples, refer to OFM's Payroll Resources website at: https://ofim.wa.gov/accounting/
administrative-accounting-resources/payroll.
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25.60.10.k  Writ of Garnishment (Non-Continuing Lien)

A writ of garnishment with the caption “non-continuing lien” captures payments, monies, or other assets
(collectively referred to as payments) in the possession of the agency on the date the writ was received by
the Office of the Attorney General. If the agency possesses any payment due on that date to the defendant,
the agency is prohibited from transferring the payment. The agency must answer the writ within 20 days
of service, identifying the payment amount in the agency’s possession on the date of service.

If the payment is exempt from garnishment by state or federal law, the agency should answer the writ and
cite the exemption statute. If no payments are owed to the defendant at the time the writ is received by the
Office of the Attorney General, indicate in the writ that no monies were owed to the defendant on the date
of service. If the agency fails to answer the writ, it can be held liable for the amount stated in the writ.

If payment is owed to the defendant, the agency must hold the payment until it receives a Judgment and
Order to Pay. The agency should follow the directions in the Judgment when determining where to send
the payments held.

Payments that become payable to the defendant after the date the original writ was served are not subject
to the writ. A second writ must be served to capture additional payments.

For illustrative examples, refer to OFM's Payroll Resources website at: https://ofm.wa.gov/accounting/
administrative-accounting-resources/payroll.

25.60.10.1 Failure to Answer or Failure to Remit Funds

If the agency fails to answer the writ or remit funds after a Judgment on Answer and Order to pay is
received, the agency can be held liable for the full amount claimed by the creditor as well as interest,
costs, and attorney fees. The creditor (plaintiff) must give the agency 10-calendar days notice that it will
request the entry of a default judgment against the agency or serve the agency with a motion to show
cause. If an agency receives such notice, contact the Assistant Attorney General assigned to garnishments
immediately.

25.60.10.m Release of Writ

If the creditor receives payment on its debt while the agency is holding withheld amounts from a
garnishment, the creditor must obtain an order dismissing the garnishment signed by a court. The creditor
may also provide the agency with a Release of Garnishment or Satisfaction of Judgment signed by the
creditor’s attorney. The release can be a partial release or full release. The agency should return amounts
withheld that are released to the employee.

25.60.10.n  Failure of Creditor to Release Writ of Obtain Judgment

If the creditor fails to serve the agency with a Release of Garnishment or Judgment and Order to Pay, the
agency must hold the amounts withheld for one year after the first answer was filed with the court. After
one year, contact the Assistant Attorney General assigned to garnishments to seek release of the amounts
withheld.
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25.60.10.0  Direct Questions to the Office of the Attorney General

Direct all questions regarding garnishment procedures in this policy to the Assistant Attorney General
assigned to garnishments.

25.60.20 Child support

July 25, 2021

25.60.20.a Child Support Debt Collection Overview

Child support can be enforced through payroll deduction notices, administrative orders (notice and order
to withhold and deliver child support), mandatory wage assignment orders, and out-of-state child support
orders or notices (collectively referred to as child support levies). A deduction taken pursuant to a child
support levy continues beyond the 60 calendar day period of a writ of garnishment. A child support levy
has priority over non-child support writs of garnishment, assignments, attachments, or other legal
processes except an IRS levy served prior to receipt of the child support order.

25.60.20.b  Payroll Deduction Notice

The Department of Social & Health Services (DSHS) may issue a payroll deduction notice to collect child
support. The notice is effective immediately upon receipt by the agency. Service of the deduction notice
on the Office of the Attorney General is not required.

An agency must answer the notice within 20 calendar days after receipt using the answer form provided.
The agency must begin withholding funds immediately. The payroll deduction notice can capture up to 50
percent of the employee’s disposable earnings. Any earnings withheld must be remitted to DSHS within 7
working days of the date the earnings are payable.

The agency may deduct a processing fee from the employee’s wages. The processing fee is $10 for the
first disbursement and $1 thereafter. The deduction notice remains in effect until released, until the
employee is no longer employed, or until the agency no longer possesses any earnings.

25.60.20.c  Notice and Order to Withhold and Deliver for Child Support

A notice and order to withhold and deliver (order) is an administrative order to withhold earnings for child
support. Similar to a payroll deduction notice, an order is effective immediately upon receipt by the
agency. An agency must answer the notice within 20 calendar days after receipt using the answer form
accompanying the order. The agency must begin withholding funds immediately.

The order can capture up to 50 percent of the employee’s disposable earnings. Any earnings withheld
must be remitted to DSHS within 7 working days of the date the earnings are payable. Upon withholding
from the employee’s paycheck, the agency may deduct a processing fee. The processing fee is $10 for the
first disbursement and $1 thereafter.

The order remains in effect until released, until the employee is no longer employed, or until the agency
no longer possesses any earnings.
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25.60.20.d  Mandatory Child Support Wage Assignment Order

A court of law may issue a wage assignment to collect child support. Wage assignment orders are
effective immediately upon service on the agency. An answer to a child support wage assignment order
must be mailed no later than 20 calendar days after the day the order was received by the agency.

Withholding under such an order may not exceed 50 percent of the employee’s disposable earnings. An
agency must remit any earnings withheld within five working days of the date such earnings are payable.
A $10 processing fee may be deducted by the agency for the first disbursement; and a $1 fee may be
deducted for each disbursement thereafter.

A wage assignment order continues until paid, released, or the agency is no longer holding any earnings.
An agency must promptly notify the addressee specified in the assignment when the employee is no longer
employed. Once employment is terminated, the agency must hold the wage assignment order for one year.
The wage assignment order remains in effect for this one-year period. The one year period is calculated
from the date of the employee’s termination or the date the agency no longer possesses any earnings or
other compensation, whichever is longer. The wage assignment order does not expire until one year has
passed. If the former employee returns to service within the one-year period, the agency must immediately
begin to withhold earnings as provided in the prior wage assignment order.

25.60.20.¢e Out-of-state child support orders or notices

An agency must withhold earnings when it receives a document from an out-of-state entity requiring the
withholding of wages for child support. The order may be served directly upon the agency and begins the
day received. Follow the procedures provided in the notice. Contact the out-of-state entity with any
questions and remit the payments directly to them. If the agency receives notices from the state of
Washington and another state, contact DSHS, Division of Child Support, for assistance if needed.

25.60.30 Wage assignments

Mar. 1, 2010

25.60.30.a  Wage Assignments Overview

There are generally two types of wage assignments — voluntary wage assignments and mandatory wage
assignments. A voluntary wage assignment is an employee’s written consent to transfer future wages to a
third party (assignee). Wage assignments are generally only for a part of the employee’s wages. A
mandatory wage assignment is a similar transfer of earnings required by law or court order. The amount
deducted under the wage assignment can exceed the 25 percent limit of a writ of garnishment.

25.60.30.b  Voluntary Wage Assignment

Agencies may accept or decline to honor a voluntary wage assignment. However, honoring a voluntary
wage assignment may forestall a garnishment, which results in significantly more work for an agency. An
agency accepting a wage assignment should notify the employee and the assignee that the agency’s
acceptance is conditioned on (1) the agency not being liable for mistakes or omissions in honoring the
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assignment and (2) that enforced wage collections (e.g., garnishments) will take precedence over the
assignment.

Before honoring such an assignment, the agency should obtain a copy of the assignment signed by the
employee. If the employee is married or has a domestic partner registered in the state of Washington,
written consent to the assignment by the employee’s spouse or domestic partner is also necessary for non-
child support debts.

25.60.30.c Mandatory Wage Assignments

A mandatory wage assignment most often requires the transfer of earnings based upon a court order or
agency directive. The legislature provided for the mandatory assignment of wages for child support,
criminal financial obligations and public assistance overpayments. A mandatory wage assignment should
be processed in accordance with the terms of the assignment or court order. Continue to withhold earnings
until the debt is paid in full unless the assignment states otherwise.

25.60.30.d  Priority of Wage Assignments

A mandatory wage assignment, garnishment, or other legally established involuntary debt collection
mechanism ordinarily takes precedence over a voluntary wage assignment. An agency should consult with
its assigned Assistant Attorney General to resolve questions that may arise concerning these wage
transfers.

25.60.40 Other debt collection procedures

June 7, 2018

25.60.40.a  Bankruptcy

When notified of a bankruptcy filing by an employee, the agency should request that the employee
provide written confirmation of the bankruptcy filing. This could include a letter from the employee’s
attorney with the bankruptcy court case number, a copy of the first page of the bankruptcy petition, or a
copy of a bankruptcy filing receipt with the court’s case number.

Once the agency has confirmation of the bankruptcy, the agency must stop deducting earnings under non-
child support garnishment, administrative order, and/or wage assignment. However, child support
withholding should continue unless instructed otherwise by the court. If the agency withheld earnings after
the bankruptcy was filed, return the post-bankruptcy earnings to the employee. As to earnings withheld
before the bankruptcy was filed, send a letter to the creditor seeking guidance on distribution of any
withheld earnings. If the creditor objects to distribution of the funds to the employee, hold the funds for
one year. If the agency does not receive a Judgment on the Answer within one year of the Second Answer,
contact the Assistant Attorney General assigned to garnishments for advice.

If the employee files a Chapter 13 bankruptcy, the Chapter 13 Trustee will forward a court order requiring
the withholding of earnings. The agency must withhold and forward the earnings as indicated in the Order.
Withholding under such an order can exceed 25 percent of disposable earnings. The Chapter 13 Trustee
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Office can answer any general questions regarding the bankruptcy order. Direct legal questions to the
Assistant Attorney General assigned to garnishments.

25.60.40.b Tax Collection

The IRS and state taxing agencies use tax levies to capture the earnings of an employee. The IRS uses a
“Notice of Tax Levy.” The Departments of Revenue, Labor & Industries, and Employment Security use a
Notice and Order to Withhold and Deliver (NOWD). Tax levies may be served directly on an agency.
Unless provided in the tax levy or NOWD, no processing fee may be collected.

Begin immediately withholding earnings in accordance with the tax levy or NOWD. An IRS tax levy and
an NOWD are not subject to the 25 percent limit on withholding provided for writs of garnishment. A tax
levy and NOWD are also continuing liens on earnings. Withholding should continue until paid in full,
released, or earnings are no longer available to garnish. Check with the revenue agent of the applicable
taxing authority if questions arise. If competing tax leviessNOWDs are served upon the agency and issues
of lien priority arise, contact the Assistant Attorney General assigned to garnishments.

25.60.40.c Educational Loans

A student loan debt can be garnished in one of two ways:

Federal law allows for the collection of federally guaranteed student loans through an administrative
order. State law allows for the collection of private student loans through a continuing lien writ of
garnishment.

Federally Guaranteed Student Loans

A federal administrative order may be served directly on an agency by mail. An agency must honor the
withholding order as if issued by a court of this state. It captures earnings payable after the date it is
received by the agency. The amount withheld, however, is subject to limits set by federal law. An agency
generally may withhold only 15 percent of an employee’s disposable earnings. An employee may,
however, consent to a greater withholding amount by providing written consent to the U.S. Department of
Justice. The withholding order will instruct the agency on the amount to be withheld. No processing fee
may be deducted.

Disposable earnings are calculated similar to a writ of garnishment, except employee health insurance
premiums are deducted from gross earnings when calculating disposable earnings. Withholding from
disposable earnings continue until the amount is paid in full (including all interest), the order is released in
writing, or the agency no longer holds any earnings payable to the individual. Amounts withheld must be
forwarded to the student loan agency no less frequently than once a month. Amounts forwarded should
identify the employee, the employee’s social security number, and any student loan number.

Exempt earnings are calculated as eighty-five (85) percent of disposable earnings or thirty-five (35) times
the federal minimum hourly wage, whichever is larger.
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Private Student Loans

A Washington state writ of garnishment for a private student loan must be served on the Office of the
Attorney General. It captures earnings payable after the date it is received by the agency. The amount
withheld is subject to limits set by state law. An agency generally may withhold 15 percent of an
employee's disposable earnings. The writ of garnishment will instruct the agency on the amount to be
withheld. If funds are available, a processing fee may be deducted.

Disposable earnings are calculated similar to a writ of garnishment. Withholding from disposable earnings
continues until the 60-day period is up, the amount is paid in full, the writ is released in writing, or the
agency no longer holds any earnings payable to the individual. Amounts withheld must be forwarded to
the plaintiff upon receiving a Judgment and Order to Pay that has been signed by a judge or court
commissioner.

Exempt earnings are calculated as eighty-five (85) percent of disposable earnings or fifty (50) times the
current highest Washington state minimum wage law, whichever is higher.

25.60.50 Worksheets for answers to writs of garnishment
Jan. 1, 2022

Following are worksheets for the Calculations for First Answer to Writ of Garnishment, Continuing Lien,
and Calculations for Second Answer to Writ of Garnishment, Continuing Lien.

Excel calculation worksheets for determining disposable earnings subject to garnishment, instructions for
using the excel worksheets, and a sample First Answer worksheet is available on OFM's Payroll
Resources  website at:  https://ofm.wa.gov/accounting/administrative-accounting-resources/payroll/
garnishments-overpayments.
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25.70 Payment Methods

Section Title ggfteective Nllzla:lglfer
25.70.10  Employee payment options June 7, 2012 210
25.70.20  Direct deposit of employee's earnings July 1, 2011 211
25.70.25  Payroll cards for employee's earnings July 1, 2011 211
25.70.30  Amounts due to deceased employees June 7, 2018 212

25.70.10 Employee payment options

June 7,2012

There are three ways to pay employees:

* Direct deposit;
* Payroll card, and
*  Warrant (check).

Per RCW 41.04.240, institutions of higher education as defined in RCW 28B.10.016 are authorized to
require the following payment methods:

» For employees who have an account in a financial institution, payment to any financial institution
for either:

o Credit to the employees' accounts in such financial institution, or

o Immediate transfer there from to the employees' accounts in any other financial institution.

* For employees who do not have an account in a financial institution, payment by alternate methods
such as payroll cards.

Direct deposit by Automated Clearing House (ACH) into an employee’s account is the preferred method
for paying employees. This method is generally the least expensive method for disbursing funds
electronically.
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25.70.20 Direct deposit of employee's earnings

July 1,2011

25.70.20.a Employee Requirements for Direct Deposit by ACH

* The employee is paid through a payroll system participating in an approved program.
* The employee is paid on a regularly scheduled payroll.

* An employee signed authorization for direct deposit by ACH is on file at the agency. For a sample
authorization form, refer to the Office of Financial Management's Payroll Resources website at:
https://ofm.wa.gov/accounting/administrative-accounting-resources/payroll.

* The employee has an account in either a bank or credit union that has the ability to accept transfers
of funds via electronic and other technological means.

25.70.20.b  Agency Requirements for Direct Deposit of Employee's Net Pay by ACH

Agencies are to establish procedures that incorporate internal controls to safeguard funds against loss.

An agency’s internal controls are to include a positive system of validating the amounts transferred and
verifying that the amounts to be transferred to an employee are actually due for work performed or
benefits due.

25.70.20.c Payroll System Requirements for Direct Deposit of Employee's Net Pay by ACH

Payroll systems must develop standard procedures that apply to agencies participating in the system.
Standard procedures require that the employee receive a “Notice of Deposit” that contains the following
information:

* The employee’s name.
* The amount of the deposit.

25.70.20.d  Requirements for Financial Institutions Used in Direct Deposit Programs by ACH

The bank or credit union is responsible for adherence to federal and state statutes and regulations related
to the transfer of funds via electronic and other technological means.

25.70.25 Payroll cards for employee's earnings

July 1,2011

25.70.25.a  Employee Requirements for Deposit of Employee's Net Pay by Payroll Card

* The employee is paid through a payroll system participating in an approved program.
» The employee is paid on a regularly scheduled payroll.
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* The practice is voluntary on the employee’s part. An employee-signed authorization for deposit by
payroll card must be on file at the agency. The employee must agree to pay any fees associated
with the use of the payroll card. For a sample authorization form, refer to the Office of Financial
Management's (OFM) Payroll Resources website at: https://ofm.wa.gov/accounting/administrative-
accounting-resources/payroll.

* In the case of loss or theft of the payroll card, the employee should immediately contact the
financial institution that issued the card.

25.70.25.b  Agency Requirements for Deposit of Employee's Net Pay by a Payroll Card

* Unless specifically authorized by law, agencies wishing to disburse employee net pay via payroll
cards may require OFM approval prior to implementation. If required, an Economic Feasibility
Study must be submitted to OFM. Refer to Chapter 40 of this manual. Contact OST’s Cash
Management Division regarding available pay card contracts.

* Agencies are to establish procedures that incorporate internal controls to safeguard funds against
loss.

* An agency’s internal controls are to include a positive system of validating the amounts transferred
and verifying that the amounts to be transferred to an employee are actually due for work
performed or benefits due.

* The agency must provide the employee written notification that he/she is allowed to cancel the
payroll card arrangement at any time with reasonable notice.

» The agency must give written notification of the mechanics of the payroll card plan, including any
costs and restrictions before they are enrolled in a payroll card program.

25.70.25.c Payroll System Requirements for Payment of Employee's Net Pay by Payroll Card

Payroll systems must develop standard procedures that apply to agencies participating in the system.
Standard procedures require that the employee receive a “Notice of Deposit” that contains the following
information:

* The employee’s name.
* The amount deposited to the payroll card.

25.70.30 Amounts due to deceased employees

June 7, 2018

When an employee dies, promptly record all amounts owed to the employee in GL Code 5145 “Due to
Deceased Employees’ Estates.” All compensation due to a deceased employee, no matter when earned, is
to be held until the surviving spouse, domestic partner registered in the state of Washington or estate has
met certain legal requirements. Refer to Subsection 85.34.30 for accounting procedures related to
amounts due to deceased employees.

Chapter 25 212



https://ofm.wa.gov/sites/default/files/public/legacy/resources/payroll/PRACHAuthorizationForm.docx
https://ofm.wa.gov/accounting/administrative-accounting-resources/payroll
https://ofm.wa.gov/accounting/administrative-accounting-resources/payroll

State Administrative and Accounting Manual

The term “amounts owed to the deceased” means amounts owed for labor or services performed by the
deceased and/or expense reimbursements or allowances.

25.70.30.a  Cases in which the Court has Appointed a Personal Representative

If the deceased employee’s estate is in probate (a court action has been filed to distribute the deceased’s
estate), and the court has appointed a personal representative, then the entire amount owing to the
deceased employee is to be paid to the personal representative (personal representatives may also be
referred to as executors or administrators).

The agency is to require a copy of the court order appointing the personal representative before paying the
amount due the deceased employee. Generally, orders appointing personal representatives will come from
the state superior court. If a tribal court is involved in an inheritance case and an agency is presented with
a tribal court order, contact your agency’s OFM Accounting Consultant.

25.70.30.b  Cases in which no Personal Representative has been Appointed

If no personal representative has been appointed by a court on behalf of the deceased’s estate, then certain
relatives can claim the amount due to the deceased employee. The agency must require proof of the
claimant’s relationship to the deceased employee before distributing any of the amounts owed to the
deceased to the claimant. This proof is accomplished when the claimant completes the Claim for
Indebtedness of the State of Washington to Deceased Employee form. Using the declaration form is
easiest for most claimants, particularly those residing out of state, because it does not require the
document to be signed in front of a notary public.

The specific relatives who can file a claim for indebtedness are set forth in RCW 49.48.120. They are as
follows in the order of priority: the surviving spouse or domestic partner registered in the state of
Washington of the deceased; if there is no surviving spouse or domestic partner registered in the state of
Washington of the deceased, then the deceased’s surviving child or children; if the deceased had no
surviving child or children, then the deceased’s parent or parents.

Refer to Subsection 25.70.30.c for instructions involving surviving spouses or domestic partners registered
in the state of Washington who have a community property agreement. If none of these relatives survives
the deceased, then the state can release the amount owed to the deceased only to the personal
representative of the deceased’s estate unless the provisions of Subsection 25.70.30.d apply.

Note: Effective July 22, 2011, RCW 26.60.090 authorizes a legal union of two persons of the same sex that
was validly formed in another jurisdiction, and that is substantially equivalent to a domestic partnership
under state law, to be recognized as a valid domestic partnership and treated the same as a domestic
partnership registered in the state of Washington regardless of whether it bears the name domestic
partnership. Whenever "domestic partner"” is used in this section, refer to this note for clarification.

The state of Washington does not permit the creation of common law marriages. Couples must obtain a
license and the ceremony must be solemnized in order for the marriage to be valid (refer to RCW_
26.04.050). However, a common law marriage created in another state will be recognized as valid in the
state of Washington if the common law marriage was recognized as a valid marriage in the state where
created (refer to RCW 26.04.020(3)). The following jurisdictions recognize common law marriages:
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Alabama; Colorado, District of Columbia; Georgia (if created before 1/1/1997); Idaho (if created before
1/1/1996); Iowa; Kansas;, Montana; New Hampshire; Ohio (if created before 10/10/1991); Oklahoma (if
created before 11/1/1998); Pennsylvania (if created before 1/1/2005); Rhode Island; South Carolina;
Texas,; and Utah.

If the deceased has multiple surviving children, then the agency can pay only the representative portion of
the amount owed to the deceased to a child, absent an agreement signed by all of the deceased’s children
that the child signing the Claim Form may accept the amount owed to the deceased on behalf of all the
deceased’s surviving children. For example, if the deceased has three surviving children, and only one
child filed a claim form, the agency could pay that child only one-third of the total amount the agency
owed the deceased.

A child of the deceased employee who has been declared emancipated under Chapter 13.64 RCW may
still file the claim form for the amounts due the deceased. While children who are minors (under 18) must
have a guardian or other legal representative file the claim form on their behalf, an emancipated minor is
considered an adult for these purposes.

If the deceased is survived by both parents who are divorced or the domestic partnership registered in the
state of Washington has been dissolved — then each must file a claim form and the agency should pay each
parent half of the total amount owed to the deceased. If the parents are still married or domestic partners
registered in the state of Washington, then either may file the claim form and the agency should pay the
entire amount.

25.70.30.c Cases Involving a Community Property Agreement (CPA)

If the deceased and his or her surviving spouse or domestic partner registered in the state of Washington
executed a community property agreement (CPA) and the agreement meets the requirements of RCW
26.16.120, then the right to the amount owed to the deceased becomes the property of the surviving spouse
or domestic partner registered in the state of Washington as follows:

1. The agency that employed the deceased must pay the surviving spouse or domestic partner
registered in the state of Washington either the total of the amount the state owes the deceased or
that portion governed by the CPA.

2. RCW 49.48.120 requires the surviving spouse or domestic partner registered in the state of
Washington to present a copy of the CPA along with a properly completed Claim Form (using
either the affidavit or declaration form) when claiming the amount owed to the deceased. This
claim form must state that the CPA was executed in good faith between the parties and had not
been rescinded prior to the death of the deceased.

Note: The fact that Washington is a community property state is not sufficient. The spouse or domestic
partner registered in the state of Washington must have a CPA to qualify for the above payment.
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25.70.30.d  Cases in which the Estate Consists Only of Personal Property and are Handled
through the Affidavit Method Pursuant to Chapter 11.62 RCW

The agency may also pay the amount owed to the deceased if the claimant, as a successor to the deceased,
presents an affidavit as provided for in RCW 11.62.010 and RCW 11.62.020.

The agency must pay the claiming successor the total amount owed to the deceased if the claiming
successor presents a copy of the deceased’s death certificate and an affidavit containing all of the
following information:

* The name and address of the claiming successor, and that the claiming successor is a “successor”
as defined in RCW 11.62.005;

» That deceased was a resident of the state of Washington at the time of death;

* That the value of deceased’s property (NOT including the community property interest of the
surviving spouse or domestic partner registered in the state of Washington) is not more than
$100,000 and includes only personal property;

» That 40 days have elapsed since the deceased’s death;

» That no application or petition for the appointment of a personal representative is pending or has
been granted;

» That all debts of the deceased including funeral and burial expenses have been paid or provided
for;

* A description of the personal property claimed (here it would be the amount owed to the deceased)
together with a statement that such personal property is subject to probate;

* That the claiming successor has notified all other successors of the deceased of his or her claim to
the amount owed to the deceased and that 10 days has elapsed since the notice was either
personally given or mailed to other successors; and

* That the claiming successor is personally entitled to full payment of the amount owed to the
deceased or is entitled to full payment on behalf of and with the written authority of all other
successors who have an interest in the amount owed to the deceased.

25.70.30.¢e Missing Employees that are Presumed Dead

If it has come to the attention of an agency that an employee to whom amounts are owed is missing, and
one of the persons listed in RCW 49.48.120 (spouse or domestic partner registered in the state of
Washington, children, parent) is attempting to claim the amounts due to the employee, the agency cannot
pay those amounts until it has a certified copy of a certificate of presumed death. Under RCW 70.58.390, a
county coroner, medical examiner or prosecuting attorney may issue a certificate of presumed death under
certain circumstances.

25.70.30.f Processing and Releasing Payment to the Claimant or Successor

Upon receipt of the documentation required in a, b, d or e above, a copy of the deceased employee’s
certified death certificate, or certificate of presumed death as required in f above, and an Internal Revenue
Service Form W-9 “Request for Taxpayer Identification Number and Certification,” the agency shall
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process the payment. The agency shall make the warrant or check payable to the appropriate claimant or
successor who signed the claim form and presented the required documentation.

25.70.30.g  Claimant Must Acknowledge Payment Receipt

In all instances, the supporting documentation is to be retained by the agency as evidence for release of the
warrant or check. In addition, agencies are to require claimants to acknowledge receipt of payment in
writing. A sample receipt form can be found on OFM's Payroll Resources website at: https://ofm.wa.gov/

accounting/administrative-accounting-resources/payroll.

25.70.30.h  Federal Employment Taxes Withholding and Reporting Requirements

The rules for withholding federal income, Old Age and Survivors Insurance (OASI), and Medicare
employment taxes and reporting wages (including accumulated leave) paid after death depend on date of
death, the type of compensation, and the payment date. Refer to the current Internal Revenue Service
(IRS) Publications 15 and 15-A, as well as other regulations for withholding and Form W-2 reporting
requirements regarding deceased employees’ wages.

Also note, there are IRS Form 1099-MISC reporting requirements for payments to claimant estates or
beneficiaries. Refer to the current IRS Publication Instructions for Forms 1099 at: https://www.irs.gov/
pub/irs-pdf/i1099msc.pdf.

25.70.30.i Further Guidance is Available

For guidelines and procedures on how to process claims of indebtedness of state of Washington to
deceased employees, refer to OFM’s Payroll Resources website at: https://ofm.wa.gov/accounting/

administrative-accounting-resources/payroll.

Claim for Indebtedness of State of Washington to Deceased Employee forms:

https://ofm.wa.gov/sites/default/files/public/legacy/policy/affidavitdeceased.pdf

https://ofm.wa.gov/sites/default/files/public/legacy/policy/declarationdeceased.pdf

https://ofm.wa.gov/sites/default/files/public/legacy/policy/affidavitdeceasedmultiple.pdf

https://ofm.wa.gov/sites/default/files/public/legacy/policy/declarationdeceasedmultiple.pdf
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25.80 Salary Overpayment Recoveries

. . Effective Page
Section Title Date Number
25.80.10  Definitions July 1, 2012 217
25.80.15  Recovery methods July 1, 2007 218
25.80.20  Preliminary overpayment procedures — represented employees July 1, 2007 218
725.80.25 Recouping an overpayment through a payroll deduction — July 1, 2007 218
represented employees

25.80.30  Preliminary overpayment procedures — non-represented employees July 1, 2007 219

75.80.40 Use of collection agencies to recoup a wage overpayment — non- July 1, 2004 219
represented employees

25.80.50 Overpayment recoveries — involuntary deduction process — non- July 1, 2007 220
represented employees

75.80.55 Recouping an overpayment through a payroll deduction — non- July 1, 2007 222
represented employees

25.80.60 Recouping an overpayment through a lawsuit — non-represented July 1, 2007 222
employees

25.80.70 Employee transfers between state agencies — represented and non- July 1, 2007 222
represented employees

75.80.80 Employee termination from state with balance owing — represented July 1, 2007 222
and non-represented employees

25.80.90 Interest on past due salary overpayment receivables — represented July 1, 2007 223
and non-represented employees

75.80.95 Agency internal control system to prevent overpayments — July 1, 2007 224

represented and non-represented employees

25.80.10 Definitions

July 1, 2012

Overpayment, as used in RCW 49.48.210, means a payment of wages for a pay period that is greater than
the amount earned for a pay period.

Net overpayment, for the purposes of this section, means the amount of overpayment made to an
employee, less the employee share of Social Security and Medicare payroll taxes.

Involuntary wage deduction means a wage deduction the agency imposes through the procedures
detailed in_Subsection 25.80.50.
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25.80.15 Recovery methods

July 1, 2007

Debts due the state for overpayment of wages may be recovered by the agency in several ways:

1. The employee can agree to pay back the overpayment through a voluntary wage deduction (or, by
cash or personal check).

2. The agency can assign the debt to a collection agency.
3. The agency can engage in an involuntary wage action.

4. The agency can bring an action against the employee in court.

If the overpayment involves an employee covered by a collective bargaining agreement, the recovery
methods in the collective bargaining agreement should be followed.

25.80.20 Preliminary overpayment procedures — represented
July 1, 2007 employees

When an agency determines that an employee covered by a collective bargaining agreement has been
overpaid wages, the agency is to provide written notice to the employee. The notice should include the
amount of the overpayment, the basis for the claim, and the rights of the employee under the collective
bargaining agreement.

For a sample notice, refer to the Office of Financial Management's Payroll Resources website at: https://
ofm.wa.gov/accounting/administrative-accounting-resources/payroll.

Any dispute relating to the occurrence or amount of the overpayment shall be resolved using the
procedures in the collective bargaining agreement.

25.80.25 Recouping an overpayment through a payroll
July1,2007 - deduction — represented employees

If the final result of an overpayment resolution process prescribed by a collective bargaining agreement is
that an overpayment has occurred, the payroll deduction to repay the overpayment shall happen over the
period prescribed in the collective bargaining agreement.

The agency and employee can agree to a term that is more or less than the term of the overpayment
provided in the collective bargaining agreement; however, the agency cannot deduct more than the amount
provided by the agreement in any pay period without prior consent of the employee. Deductions from
wages shall continue until the entire overpayment debt is retired.
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25.80.30 Preliminary overpayment procedures — non-
July1,2007 - represented employees

When the agency believes that a wage overpayment has occurred involving an employee not covered by a
collective bargaining agreement, it should collect information and have a preliminary discussion with the
employee about the overpayment. During this preliminary discussion, the agency should inform the
employee about the availability of the administrative hearing process should the agency and employee be
unable to agree that an overpayment has occurred. If the agency and employee agree an overpayment has
occurred, the agency should attempt to reach agreement with the employee as to the amount of the
overpayment, and how the employee will pay it back.

An agency and employee may agree to terms that are acceptable to both parties. If the employee agrees to
reimburse the agency by payroll deduction, a signed written authorization must be obtained before
commencing deductions from the employee's payroll. Or, an ex-employee and agency could agree that the
ex-employee will reimburse the state for the overpayment by making a specific number of payments over
a certain amount of time. Any repayment agreement should be memorialized in writing and signed by both
parties with a copy provided to each.

If the agency and employee fail to come to an agreement or the employee begins a repayment process but
does not complete it, the agency may then use a collection agency or involuntary wage deduction
following the due process requirements in Subsections 25.80.40 or 25.80.50.

At this point, it is important that the agency consider the overpayment amount and estimated costs to
obtain a recovery for each remedy option available. If the agency has any questions concerning legal
rights and responsibilities, the questions should be directed to the agency's assigned Assistant Attorney
General.

25.80.40 Use of collection agencies to recoup a wage
luly 1,2004 gyerpayment — non-represented employees

RCW 19.16.500 allows state agencies to contract with licensed collection agencies to collect a public debt
on behalf of the state. However, no wage overpayment recovery can be assigned to a collection agency
except under the following circumstances:

» The agency was not successful in obtaining an agreement for the recovery of an overpayment
during the preliminary actions described in Subsection 25.80.30 and the employee has failed to ask
for additional review of the agency's decision.

* The agency has followed the due process procedures listed below:

* The agency has attempted to notify the employee that a debt is owed. The best method by which an
agency can do this is to personally hand the employee a letter detailing the overpayment that has
occurred.
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» The agency has notified the employee that the debt may be turned over to a collection agency for
collection if the debt is not paid and no request for review or administrative hearing is made by the
employee. This statement should probably be included in a letter that the agency gives the
employee.

» Thirty (30) days have elapsed since the employee was notified of the debt or decision, whichever is
later.

Refer to Subsection 85.54.50.d regarding use of collection agencies.

25.80.50 Overpayment recoveries — involuntary deduction
luly 12007 process — non-represented employees

This process should only be utilized when the agency has not been successful in obtaining recovery of an
overpayment during the preliminary actions described in Subsection 25.80.30.

When an agency determines that an employee has been overpaid wages or salary, the agency must provide
the employee with written notice that the overpayment occurred, the amount of the overpayment, and that
the employee has twenty calendar days from the date he or she received the notice within which to repay
the overpayment.

For a sample notice, refer to the Office of Financial Management's Payroll Resources website at: https://
ofm.wa.gov/accounting/administrative-accounting-resources/payroll.

25.80.50.a

The notice can be served upon the employee in the manner in which a summons in a civil case is served
(the notice is hand delivered to the employee) or it can be mailed to the employee by certified mail, return
receipt requested, to his or her last known address.

Because the twenty calendar day time period does not start running until the employee "receives" the
notice, even if the agency mails the notice, it is in the best interest of the agency to also hand deliver the
notice to the employee. This would preclude the employee from not "receiving" the notice by not
accepting delivery by mail. If the agency hands the notice to the employee, it should complete the
Certificate of Service form and maintain it in the employee's file. If the matter goes to an adjudicative
hearing (see later), the Certificate will be needed to prove the employee received proper notice.

25.80.50.b

Within the twenty calendar day period following receipt of the notice, the employee may request that the
agency review its finding that an overpayment has occurred. The employee can do this in person or
through the submission of written documentation.

If the employee does not make the review request within the twenty calendar day period, the agency may
begin to recoup the overpayment through involuntary deductions from the employee's wages. Refer to
Subsection 25.80.55 for restrictions on amounts to be deducted.
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25.80.50.c

When the agency receives an employee's request for a review within the twenty calendar day period, it
shall review the overpayment assessment as well as the reasons for the employee's challenge to the
overpayment.

Once the agency has completed its review, it shall notify the employee in writing of the agency's decision.
There is no time limit on the agency's review of the request, but the longer it takes the agency to conduct
the review, the longer it will be before the issue is resolved. The review decision must be sent to the
employee by certified mail, return receipt requested. The agency should also personally hand the review
decision to the employee.

For a sample agency review decision, refer to the Office of Financial Management's Payroll Resources
website at: https://ofim.wa.gov/accounting/administrative-accounting-resources/payroll.

25.80.50.d

If the employee is dissatisfied with the agency's review decision, the employee may, as described in WAC
82-04, apply for an adjudicative proceeding under Chapter 34.05 RCW, the Administrative Procedures
Act.

The application for the adjudicative proceeding must be served on and received by the agency within
twenty-eight calendar days of the employee receiving the agency's review decision. The employee must
serve the employer by certified mail, return receipt requested. If the employee does not apply for the
adjudicative proceeding within the twenty-eight day period, the agency may begin involuntary deductions
to recoup the overpayment.

If the agency determines that the cost to the agency of the adjudicative hearing exceeds the overpayment
amount to be recouped, it can agree with the employee to "write off" the overpayment and, in so doing,
extinguish the debt.

The agency should agree to do this only if the employee agrees to dismiss his or her request for an
adjudicative hearing. If the agency reaches this agreement with the employee, it cannot then refer the debt
to a collection agency.

Note: Once the adjudicatory process has begun, the agency cannot assign the debt to a collection agency
unless the employee agrees. The agency cannot terminate the adjudicatory process short of "writing off"
the debt.

25.80.50.¢

If the employee does request an adjudicative hearing after the agency review decision, the agency must
wait for the ruling of the administrative law judge before proceeding with the recoupment process through
involuntary deductions.
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25.80.55 Recouping an overpayment through a payroll
luly 12007 deduction — non-represented employees

If an adjudicative hearing is conducted and the administrative law judge finds that an overpayment has
occurred, the payroll deduction to repay the overpayment shall not exceed 5% of the employee’s
disposable earnings in a pay period.

The agency and employee can agree to an amount that is more or less than the 5%; however, the agency
cannot deduct more than 5% of the employee’s disposable earnings each pay period without prior consent
of the employee. Deductions from wages shall continue until the entire overpayment debt is retired.

Note: Calculate disposable earnings by using the same formula that is used to determine disposable
earnings for garnishments. Refer to Subsection 25.60.50.

25.80.60 Recouping an overpayment through a lawsuit — non-
luly 12007 represented employees

If the agency is unable to recoup the overpayment using the other methods listed above, the agency can
sue the employee to recover the overpayment. Consult the agency's assistant attorney general if this
appears to be the only option.

25.80.70 Employee transfers between state agencies —
luly 12007 represented and non-represented employees

If an employee elects to leave employment with one state agency to accept employment with another state
agency, the losing agency shall carry the balance of the overpayment receivable in the State Payroll
Revolving Account, Account 035, Salaries and Fringe Benefits Receivable, General Ledger code 1324.
The losing agency shall provide notification to the employee of the current net balance of the
overpayment, as defined in Subsection 25.80.10, and provide the employee the opportunity to renegotiate
the repayment arrangement.

The gaining agency accepting a payroll deduction arrangement shall collect the overpayment as a net
payroll deduction in accordance with the arrangement. There is no payroll tax effect in the gaining agency.
The losing agency is responsible to file corrected payroll tax reports and recoup agency payroll tax costs.

25.80.80 Employee termination from state with balance owing
luly 1,2007 _ represented and non-represented employees

Per RCW 49.48.200, any overpayment amount still outstanding at termination shall be deducted from the
earnings of the final pay period.
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If the final earnings do not permit recovery of the total amount owed, the agency may follow the
requirements of Subsection 25.80.40 and turn the debt over to a collection agency.

If overpayment is discovered after the employee leaves the state’s employ, the agency that overpaid the
employee may, following the due process procedures in Subsection 25.80.40, turn the debt over to a
collection agency.

25.80.90 Interest on past due salary overpayment receivables
luly 12007 _ represented and non-represented employees

25.80.90.a

For represented employees, a salary overpayment shall be considered past due on the later of:

» the date 30 calendar days after the end of the grievance period defined in the collective bargaining
agreement which applies to the represented employee; or

» the date 30 calendar days after the employee fails to pay a scheduled payment as agreed by the
employee and the agency in accordance with the collective bargaining agreement which applies to
the represented employee,

provided that the overpayment shall not be considered past due while a grievance is being resolved.

25.80.90.b

For non-represented employees, a salary overpayment shall be considered past due on the later of:

» the date 30 calendar days after the employee fails to pay a scheduled payment as agreed in writing
by the employee and the agency; or

» the date 30 calendar days after the end of the period allowed the employee in Subsection
25.80.50.d for adjudicative hearing request following an adverse agency review,

provided that the overpayment shall not be considered past due while an adjudicative hearing is pending
resolution.

25.80.90.c

RCW 43.17.240 requires that interest of one percent per month be charged on past due receivables
including receivables originating from uncollected salary overpayments. Exceptions are provided when
one of the following conditions are met:

» Charging interest conflicts with the provisions of a contract, or with any other law.
» The debit is to be paid by other governmental units.

* The debt became due prior to July 28, 1991.

» The debt falls within one of the waiver exemption categories in WAC 82-06-010.
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For purposes of determining when a salary overpayment is due, the debt is considered due when the
employee is notified of the overpayment, notified of the agency review determination in accordance with
RCW 49.48.210, or the determination by the administrative law judge in accordance with RCW
49.48.210, whichever event is later.

25.80.95 Agency internal control system to prevent
L2007 gyerpayments — represented and non-represented
employees

All agencies are to maintain an effective system of internal controls to prevent salary and wage
overpayments as much as possible.

All employees and all agency staff who affect the pay process in an agency including those who approve
payroll, enter time, work with personnel actions, calculate payroll, produce payroll, or distribute payroll
are responsible to assist in achieving an overall effective system of control to produce accurate timely
payrolls.
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30.10  About the Capital Asset Policies

Section Title ggfteective Nllzla:lglfer
30.10.10 Purpose of these policies July 1, 2001 226
30.10.20 Authority for these policies June 1, 2016 226
30.10.30 Applicability of these policies June 1, 2016 226
30.10.40 Responsibilities of the State Agency June 1, 2016 226
30.10.50 Policies differ in cases of absolute title and residual title July 1, 2021 227
30.10.60 Assets in use by subtenant agencies July 1, 2001 227

30.10.10 Purpose of these policies

July 1, 2001

The purpose of these policies is to establish the minimum requirements for a capital assets inventory
system.

30.10.20 Authority for these policies

June 1, 2016

The authority for these policies is RCW 43.88.160 (1), RCW 43.19.1917, and RCW 43.41.150.

30.10.30 Applicability of these policies

June 1, 2016

This chapter is applicable to all agencies of the state of Washington as defined in RCW 43.88.020 (4),
unless otherwise exempted by statute or rule.

30.10.40 Responsibilities of the State Agency

June 1, 2016

Establish a capital asset inventory system (refer to Subsection 30.40.30) that:

* Provides control and accountability over capital assets, and
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* Gathers and maintains information needed for the preparation of financial statements.

* The agency head must designate, in writing, one or more Agency Inventory Officers to be
responsible for maintaining and safeguarding the agency's capital assets. Agencies are responsible
for developing internal policies and procedures to protect and control the use of all capital assets.

30.10.50 Policies differ in cases of absolute title and residual
July 1,2021 title

When the agency has absolute title to a capital asset: 1) include the value of the capital asset in the annual
financial statements, and 2) include the capital asset in the capital asset inventory system or the Facilities
Portfolio Management Tool (FPMT), if inventoriable.

When an external entity, such as the federal government, retains residual title to a capital asset: 1) include
the capital asset in the capital asset inventory system or the Facilities Portfolio Management Tool (FPMT),
if inventoriable. This includes capital assets on lease or long-term loan.

Temporary custodial responsibility or title shall not be considered absolute for the purposes of this
chapter.

30.10.60 Assets in use by subtenant agencies
July 1, 2001

The purchasing agency is the owner of and has responsibility for the proper accounting and reporting of
capital assets acquired through a capital project. If the authorizing legislation for a capital project provides
capital assets for more than one agency or for agencies other than the purchasing agency, the purchasing
agency may, by agreement, condition the use of such capital assets by the subtenant agency. This
agreement could include making the subtenant agency responsible for all reporting requirements for those
capital assets. Upon vacation of the agreement, all ownership rights and responsibilities revert to the
purchasing agency.
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30.20 Valuing, Capitalizing, Depreciating and Reconciling

Capital Assets
Section Title ggfteective Nlll)::lglfer
30.20.10  How to value capital assets July 1, 2022 228
30.20.20  When to capitalize assets July 1, 2022 232
30.20.22  Assets not capitalized July 1, 2001 234
30.20.30  Definition of a lease July 1, 2022 235
30.20.35  Accounting for right-to-use lease agreements July 1, 2021 236
30.20.40  Accounting for lease-to-own agreements July 1, 2021 238
30.20.45  Subscription-based information technology arrangements July 1, 2022 238

30.20.47 Definitions of public-private and public-public partnerships and July 1, 2022 240
availability payment arrangements

30.20.48 Accounting for public-private and public-public partnerships and July 1, 2022 241
availability payment arrangements

30.20.50  Capital assets acquired through Certificates of Participation (COP) July 1, 2009 243

30.20.60  Accounting for infrastructure June 1, 2012 243

30.20.70  Depreciation and amortization policy July 1, 2022 243
Non-depreciable transportation-related infrastructure assets

30.20.80 reported using the modified approach June 1, 2002 245

30.20.90  Impairment of capital assets and related insurance recoveries July 1, 2005 246

30.20.95  Reconciliation of capital assets July 1, 2021 246

30.20.10 How to value capital assets

July 1, 2022

Capital assets should be valued at cost including all ancillary charges necessary to place the asset in its
intended location and condition for use.
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Determine the value of capital assets in the following manner:

30.20.10.a Purchased Assets.

Use historical costs including all nonrefundable purchase taxes (e.g., sales taxes), and all appropriate
ancillary costs less any trade discounts or rebates. If the historical cost is not practicably determinable, use
the estimated cost.

If land is purchased, the capitalized value is to include the purchase price plus costs such as legal fees,
filing, and excavation costs incurred to put the land in condition for its intended use. The cost of the land
also includes indefinite land use rights, such as easements, mineral, timber, and water rights, acquired with
the purchase of the underlying land. Land use rights acquired separately from a land purchase and those
with definite useful lives are classified as intangible assets.

Building costs include both acquisition and capital improvement costs. Capital improvements include
structures (e.g., office buildings, storage quarters, and other facilities) and all other property permanently
attached to, or an integral part of, the structure (e.g., loading docks, heating and air-conditioning
equipment, and refrigeration equipment). Agencies have the option of capitalizing buildings by
components when the useful lives of the components vary.

Furniture, fixtures, or other equipment not an integral part of a building are not considered capital
improvements and should be classified as equipment. The cost for this asset type reflects the actual or
estimated cost of the asset.

Software, licenses of commercially available software, patents, and other purchased intangible assets that
do not meet the definition of an investment are valued at historical cost, including all appropriate ancillary
costs.

30.20.10.b  Self-constructed assets, including internally developed computer software.

Capitalize all direct costs and agency project management costs associated with a construction/
development project. Agency project management costs may be capitalized in one of two ways:

1. Use actual project management costs when they are practicably discernible and directly associated
with the project; or

2. Apply a percentage of total budgeted project costs. The application rate may or may not be
designed to recover total agency project management costs. Exclude indirect costs unless they are
increased by the construction. Refer to the OFM Capital Budget instructions for discussion of
maximum percentage limitations.

Once identifiable, as defined in Subsection 30.20.20, costs incurred for the development of internally
generated intangible assets and implementation of subscription-based information technology

arrangements (SBITAs) are capitalized only upon the occurrence of all of the following criteria; costs
incurred prior to meeting these criteria are not capitalized:

1. Determination of the specific objective of the project and the nature of the service capacity that is
expected to be provided by the intangible asset upon the completion of the project.
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2. Demonstration of the technical or technological feasibility for completing the project so that the
intangible asset will provide its expected service capacity. For example, technical feasibility can be
demonstrated by the selection of a commercially available software package or by the selection of
a development path to meet service capacity requirements.

3. Demonstration of the current intention, ability, and presence of effort to enter into a SBITA
contract or to complete or continue development of the intangible asset, in the case of a multiyear
internally-developed software project.

Specifically with respect to developing and installing internally developed computer software and
implementing SBITAs, there are three stages involved:

1. Preliminary project stage, which includes conceptual formulation and evaluation of alternatives,
determination of the existence of needed technology, and the final selection of alternatives for the
development of software or SBITA. Costs associated with this stage are not capitalized.

2. Application development stage or initial implementation stage, which includes design,
configuration and interfaces, coding, installation of hardware, installation and licensing of
commercially available software, and testing, including parallel processing. This includes data
conversion only to the extent it is necessary to make the software operational. Costs associated
with this phase are capitalized when both of the following occur:

» Activities of the preliminary project stage are completed.

* Management implicitly or explicitly authorizes and commits to funding the software
project, at least for the current year in the case of a multiyear project.

For internally developed software, capitalization of costs should cease when the computer software
is substantially complete and operational.

For a SBITA implementation, capitalization of costs should cease when the subscription asset is
placed into service. If a SBITA has more than one module, the asset is considered placed into
service when initial implementation is completed for the first independently functional module or
for the first set of interdependent modules. Remaining modules should be considered subsequent
implementation outlays and should be capitalized if they would be considered a betterment or
improvement per Subsection 30.20.20.c.

3. Post-implementation/operation stage, which includes maintenance, troubleshooting, and other
data conversion costs. Costs associated with this stage are not capitalized.

Training costs, regardless of the stage they occur in, cannot be capitalized and should be recorded as a
current period expenditure/expense.

Computer software should be considered “internally developed” if developed in-house or by a third party
contractor on behalf of the government. Commercially available software that is purchased or licensed
and modified using more than minimal incremental effort before being put into operation is considered
internally generated.

For accounting for the construction of capital assets, refer to Subsection 85.60.90.
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30.20.10.c

Ancillary costs. Normally, ancillary costs should be included in the cost of a capital asset. Ancillary costs
are normal or necessary costs required to place the asset in its intended location and condition for use.
However, minor ancillary costs, not measurable at the time a capital asset is recorded in an authorized
property inventory system, are not required to be capitalized but may be capitalized if the information
becomes readily available. Ancillary costs include such items as:

For land:

* Legal and title fees

» Professional fees of engineers, attorneys, appraisers, financial advisors, etc.
* Surveying fees

» Appraisal and negotiation fees

* Damage payments

+ Site preparation costs

* Costs related to demolition of unwanted structures

For infrastructure:

* Professional fees of engineers, attorneys, appraisers, financial advisors, etc
* Survey fees

* Appraisal and negotiation fees

* Damage payments

» Site preparation costs

* Costs related to demolition of unwanted structures

For buildings and improvements other than buildings:

» Professional fees of architects, engineers, attorneys, appraisers, financial advisors, etc.

* Damage payments

» Costs of fixtures permanently attached to a building or structure

* Insurance premiums and related costs incurred during construction

* Any other costs necessary to place a building or structure into its intended location and condition
for use

For furnishings, equipment, intangibles, collections, and other capital assets:

* Transportation charges

» Sales tax

* Installation costs

*  Warranties

* Any other normal or necessary costs required to place the asset in its intended location and
condition for use
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30.20.10.d  Donated capital assets, works of art and historical treasures.

Donated capital assets, works of art and historical treasures are valued at their estimated acquisition value
on the date of donation, plus all appropriate ancillary costs.

30.20.10.e Capital assets for income purposes.

Capital assets acquired or created primarily for the purpose of obtaining income or profit should be valued
pursuant to the investment policy in Section 85.52.

30.20.20 When to capitalize assets

July 1, 2022

The state’s capitalization policy is as follows:

* All land, including land use rights with indefinite lives acquired with the purchase of the
underlying land, and ancillary costs.

* The state highway system operated by the Department of Transportation.
 Infrastructure, other than the state highway system, with a cost of $100,000 or greater.

* Buildings, building improvements, improvements other than buildings, and leasehold
improvements with a cost of $100,000 or greater.

» Intangible assets other than lease assets and subscription-based information technology
arrangements, such as internally developed software, patents, and trademarks, with a cost of
$1,000,000 or more that are “identifiable” by meeting either of the following conditions:

o The asset is capable of being separated or divided and sold, transferred, licensed, rented, or
exchanged; or

o The asset arises from contractual or other legal rights, regardless of whether those rights are
transferable or separable.

* Lease assets with total payments over the lease term of $500,000 or greater.

» Subscription-based information technology arrangements with total payments over the subscription
term plus capitalizable implementation costs of $1,000,000 or greater.

» All other capital assets with a unit cost (including ancillary costs) of $5,000 or greater, or
collections with a total cost of $5,000 or greater, unless otherwise noted.

* All capital assets acquired with Certificates of Participation (COP).

For capital assets acquired by and used in the operations of governmental fund type accounts, record the
value of the assets in the General Capital Assets Subsidiary Account (Account 997). Refer to Subsection
85.60.30.a.

For capital assets acquired by and used in proprietary and trust fund type accounts, record the value of
the assets in the account itself. Refer to Subsection 85.60.30.b.

Although small and attractive assets do not meet the state’s capitalization policy above, they are
considered capital assets for purposes of marking and identifying capital assets (refer to Section 30.30),
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inventory records requirements (refer to Section 30.40), and physical inventory counts (refer to Section
30.45).

Close out the construction in progress and capitalize the costs into the appropriate asset classification
when a project is substantially complete, accepted, and placed into service. Refer to Subsection 85.65.64.

30.20.20.a  New acquisitions.

Capitalize new acquisitions that meet the state's capitalization policy as stated above. Additions,
improvements, repairs, or replacements to existing capital assets are not considered new acquisitions and
are discussed below.

30.20.20.b  Additions.

Capitalize expansions of or extensions to an existing capital asset when the cost of the addition meets the
state's capitalization policy above.

30.20.20.c Extraordinary repairs, betterments, or improvements.

Capitalize outlays that increase future benefits from an existing capital asset beyond its previously
assessed standard of performance if the outlays meet the state's capitalization policy as stated above.

Increased future benefits typically include:

* An extension in the estimated useful life of the asset.
* Anincrease in the capacity or efficiency of an existing capital asset.

* A substantial improvement in the quality of output or a reduction in previously assessed operating
costs.

Leasehold improvements that meet the state's capitalization policy are recorded to General Ledger Code
2350 "Leasehold Improvements."

30.20.20.d  Replacements.

For building and improvements other than buildings, capitalize the cost of outlays that replace a part of
another capital asset when the cost of the replacement is $100,000 or more and at least 10 percent of
replacement value of the asset.

Example: A $120,000 replacement of a heating system in a building having a replacement value of $1.5
million would not be capitalized. In this case $120,000 is not at least 10 percent of the building's
replacement value. Had the building's replacement value been less than $1.2 million, the $120,000 heating
system replacement would have been capitalized.

Exceptions to this policy are:

* Replacement roof coverings are not capitalized (whether or not the replacement is with superior
materials) unless the replacement extends the useful life of the building.
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* Replacement floor coverings and window coverings are not capitalized.

* Costs to remodel (convert) a building to a different use are not capitalized, where the remodeling
does not extend the useful life of the structure itself, unless the conversion increases the capacity or
efficiency of the existing asset.

Remove the capitalized value and the associated accumulated depreciation of the replaced capital asset or
original building component from the accounting records if the amounts are determinable and capitalize
the cost of the replacement. Refer to Subsection 85.60.50.

30.20.20.e Bulk purchase.

For proprietary fund type accounts, bulk purchases of like capital assets with unit costs of less than $5,000
may be capitalized as a group where the allocation of costs for the bulk assets over time is matched to the
corresponding revenue generated by the bulk assets. For other fund type accounts, bulk purchases are
capitalized when the purchase is made using the Office of the State Treasurer’s (OST) Certificate of
Participation (COP) program. Refer to Subsection 30.20.50.

30.20.20.f Collection.

Capitalize art collections, library reserve collections, and museum and historical collections when the
conditions described in Subsection 30.20.22 are not met. Agencies meeting these conditions have the
option of capitalizing their collections. Library resources are capitalized and may be carried on the
agency’s property records as a single item.

30.20.22 Assets not capitalized

July 1, 2001
30.20.22.a

Art collections, library reserve collections, and museum and historical collections that are considered
inexhaustible, in that their value does not diminish over time, are not required to be capitalized if all of the
following conditions are met:

* The collection is held for public exhibition, education, or research in furtherance of public service,
rather than financial gain.

* The collection is protected, kept unencumbered, cared for, and preserved.

* The collection is subject to an agency policy that requires the proceeds from sales of collection
items to be used to acquire other items for the collections.

Agencies must be able to provide descriptions of the collections and the reasons the collections are not
capitalized.

Chapter 30 234




State Administrative and Accounting Manual

30.20.22.b

While these collections are not required to be capitalized, they are to be cataloged per Subsection
30.40.10.

30.20.30 Definition of a lease

July 1, 2022
30.20.30.a

Right-to-use Lease Agreements. A lease is a contract that conveys control of the right to use another
entity’s capital asset for a specific period of time in an exchange or exchange-like transaction.

A contract conveys control of the right to use the asset if the lessee has both of the following:

* The right to obtain the present service capacity from use of the asset.
* The right to determine the nature and manner of use of the asset.

Extraordinary repairs, betterments, or_improvements to a leased asset are considered leasehold
improvements. Refer to Subsection 30.20.20.c.

30.20.30.b

Lease-to-own Agreements. A contract that transfers ownership of the underlying asset to the lessee by
the end of the contract and does not contain termination options, should be reported as a financed purchase
of the underlying asset by the lessee and a sale of the asset by the lessor. Refer to Subsection 30.20.40.

30.20.30.c

Short-term Leases. Any lease with a maximum possible lease term of 12 months or less cannot be
capitalized. Record these lease payments as a current period expenditure/expense when the state is the
lessee or revenue when the state is the lessor.

Rolling month-to-month leases and leases that continue into a holdover period until a new lease contract is
signed should be treated as short-term leases.

30.20.30.d

Lease Term. The lease term is the period during which a lessee has a noncancelable right to use an
underlying asset, including any periods covered by:

* The option to extend the lease if it is reasonably certain that option will be exercised.
* The option to terminate the lease if it is reasonably certain that option will not be exercised.

Periods for which both the lessee and the lessor have an option to terminate the lease without permission
from the other party (or if both parties have to agree to extend) are cancelable periods and are excluded
from the lease term, regardless of whether it is reasonably certain that option will be exercised. For
example, if the lease contains a clause that allows both the lessee or the lessor to cancel with 60 days
notice, then the maximum term is 60 days and the lease should be accounted for as a short-term lease.
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Fiscal funding or cancellation clauses should be ignored. These clauses allow lessees to cancel a lease,
typically on an annual basis, if the government does not appropriate funds for the lease payments.

30.20.35 Accounting for right-to-use lease agreements
July 1, 2021

30.20.35.a

Leased assets that meet the state's capitalization policy (refer to Subsection 30.20.20) that are leased from
(state is lessee) or to (state is lessor) individuals or organizations external to the state must be capitalized
(refer to Subsections 30.20.35.b for lessee accounting and 30.20.35.c for lessor accounting).

Leases between state agencies and leases that do not meet the capitalization threshold should be
recognized as a current period expenditure/expense by the lessee and/or revenue by the lessor.

30.20.35.b

Lessees should account for a lease as an acquisition of a lease asset and the incurrence of a liability.

At the commencement of the lease term, the lease liability should be recorded at the present value of
payments expected to be made during the lease term, including the following:

* Fixed payments

* Variable payments that depend on an index or a rate (such as the Consumer Price Index or a
market rate), measured using the index or rate as of the commencement of the lease term

* Variable payments that are fixed in substance
* Amounts that are reasonably certain to be paid under residual value guarantees

» The exercise price of a purchase option if reasonably certain that the option will be exercised
* Payments for termination penalties if it is reasonably certain that option will be exercised

* Any lease incentives receivable from the lessor

* Any other payments that are reasonably certain of being required

The future lease payments should be discounted using the interest rate the lessor charges the lessee. If the
rate is not readily determinable, the lessee’s incremental borrowing rate should be used, that is the interest
rate the state would be charged to finance a similar asset.

Variable payments based on future performance of the lessee or usage of the underlying asset, such as
charges based on hours equipment was used, should not be included in the measurement of the lease
liability. Rather, those variable payments should be recognized as an expenditure/expense in the period in
which the obligation for those payments is incurred.

The intangible right-to-use lease asset should be recorded at the sum of the lease liability, any ancillary
charges, and lease payments made to the lessor at or before the commencement of the lease term, less any
lease incentives received from the lessor at or before the commencement of the lease term.

Refer to Subsections 85.60.65 and 85.72.25 for more details on how to account for leases.
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30.20.35.c

Lessors should recognize a lease receivable and a deferred inflow of resources at the commencement of
the lease term. The lessor should continue to recognize the capital asset.

At the commencement of the lease term, the lease receivable should be recorded at the present value of
payments expected to be received during the lease term, including the following:

» Fixed payments

* Variable payments that depend on an index or a rate (such as the Consumer Price Index or a
market rate), measured using the index or rate as of the commencement of the lease term

* Variable payments that are fixed in substance

* Residual value guarantee payments that are fixed in substance

» Less any lease incentives payable to the lessee

The future lease payments should be discounted using the interest rate the lessor charges the lessee, which
may be the interest rate implicit in the lease. If the rate is not readily determinable, the lessee’s
incremental borrowing rate should be used, that is the interest rate the state would be charged to finance a
similar asset.

Variable payments based on future performance of the lessee or usage of the underlying asset should not
be included in the measurement of the lease receivable. Rather, those variable payments should be
recognized as revenue in the period to which those payments relate.

The deferred inflow of resources is equal to the sum of the lease receivable, lease payments received from
the lessee at or before the commencement of the lease term that relate to future periods (for example, the
final month’s rent), less any lease incentives paid to, or on behalf of, the lessee at or before the
commencement of the lease term.

The lease receivable and deferred inflow of resources should be reduced by any provision for estimated
uncollectible amounts.

Refer to Subsections 85.54.41 and 85.65.37 for more details on how to account for leases.

30.20.35.d

Contracts with Multiple Assets or Components and Multiple Contracts. In general, the capitalization
threshold should be applied to each lease contract (rather than each asset within the contract). Lease
contracts entered into under a master vendor agreement are separate contracts. However, if multiple
contracts are entered into at or near the same time with the same party and are negotiated as a package
with a single objective, then the contracts should be combined and considered a single contract.

If a contract contains both a lease component (such as the right to use a building) and a nonlease
component (such as maintenance services for the building), the lease and nonlease components should be
treated as separate contracts. The lease component is subject to all SAAM requirements for leases.
Whereas, the nonlease component should be recognized as a current period expenditure/expense by the
lessee and/or revenue by the lessor.

If a lease involves multiple underlying assets with different lease terms, each asset or group of assets with
a different lease term should be treated as a separate contract. If a lease involves multiple underlying
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assets that are in different major classes (i.e., building and land), each asset class should be treated as a
separate lease contract.

If a contract does not include prices for individual components or assets, an estimate should be used to
allocate the contract price to those components. However, if a reasonable estimate cannot be determined,
then the contract should be treated as a single lease contract.

30.20.40 Accounting for lease-to-own agreements
July 1, 2021

30.20.40.a

A contract that transfers ownership of the underlying asset to the state by the end of the contract and does
not contain termination options should be recorded as a financed purchase.

When the state's capitalization policy (refer to Subsection 30.20.20) is met, account for a lease that
transfers ownership as an acquisition of a capital asset and the incurrence of a liability. If a lease involves
the acquisition of more than one asset, each asset is capitalizable if its fair value meets the state's
capitalization threshold. Refer to Subsections 85.60.70 and 85.72.30.

30.20.40.b

Record a lease-to-own agreement between state agencies as follows:

» The lessor agency is to treat the lease as a sales type lease (record a sale on account and remove the
asset from inventory).

» The lessee agency is to treat the lease as a lease-to-own agreement (record the acquisition of a
capital asset and the incurrence of a liability).

30.20.40.c

Lease-to-own agreements are to be used only to acquire capital assets. Refer to Subsection 30.20.20.

30.20.45 Subscription-based information technology
fuly 1,202 arrangements

30.20.45.a

Subscription-based information technology arrangements (SBITAs) are contracts that convey control
of the right to use another party's (SBITA vendor's) IT software, alone or in combination with tangible
capital assets, as specified in the contract for a period of time in an exchange or exchange-like transaction.

30.20.45.b

Short-term SBITAs. Any SBITA with a maximum possible subscription term of 12 months or less
cannot be capitalized. Record these payments as a current period expenditure/expense.
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30.20.45.c

Subscription Term. The subscription term is the period during which the agency has a noncancelable
right to use an underlying IT asset, including any periods covered by:

* The option to extend the lease if it is reasonably certain that option will be exercised.
» The option to terminate the lease if it is reasonably certain that option will not be exercised.

Periods for which both the agency and the vendor have an option to terminate the contract without
permission from the other party (or if both parties have to agree to extend) are cancelable periods and are
excluded from the subscription term, regardless of whether it is reasonably certain that option will be
exercised. For example, if the contract contains a clause that allows both the agency and the vendor to
cancel with 60 days notice, then the maximum subscription term is 60 days and the contract should be
accounted for as a short-term SBITA.

Fiscal funding or cancellation clauses should be ignored. These clauses allow agencies to cancel a
contract, typically on an annual basis, if the government does not appropriate funds for the payments.

30.20.45.d

Accounting for SBITAs. SBITAs that meet the state's capitalization policy (refer to Subsection 30.20.20)
must be recorded as an acquisition of a capital asset and the incurrence of a liability.

At the commencement of the subscription term, the subscription liability should be recorded at the present
value of the subscription payments expected to be made during the subscription term, including the
following:

* Fixed payments

* Variable payments that depend on an index or a rate (such as the Consumer Price Index or a
market interest rate), measured using the index or rate as of the commencement of the subscription
term

» Variable payments that are fixed in substance

* Payments for termination penalties if it is reasonably certain that option will be exercised
* Any subscription contract incentives receivable from the vendor

* Any other payments that are reasonably certain of being required

The future subscription payments should be discounted using the interest rate the vendor charges the
agency. If the rate is not readily determinable, the state’s incremental borrowing rate should be used, that
is the interest rate the state would be charged to finance a similar asset.

Variable payments based on future performance of the agency or usage of the underlying IT assets, such
as charges based on number of users, should not be included in the measurement of the subscription
liability. Rather, those variable payments should be recognized as an expenditure/expense in the period in
which the obligation for those payments is incurred.

The intangible subscription asset should be recorded as the sum of the subscription liability, any payments
made to the vendor at or before the commencement of the lease term, and any capitalizable initial
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implementation costs (refer to Subsection 30.20.10.b), less any lease incentives received from the vendor
at or before the commencement of the subscription term.

SBITAs that do not meet the capitalization threshold should be recognized as a current period expenditure/
expense by the lessee and/or revenue by the lessor.

Refer to Subsections 85.60.65 and 85.72.25 for more details on how to account for SBITAs.

30.20.45.e

Contracts with Multiple Assets or Components and Multiple Contracts. In general, the capitalization
threshold should be applied to each contract (rather than each asset within the contract). SBITAs that are
entered into under a master vendor agreement are separate contracts. However, if multiple contracts are
entered into at or near the same time with the same vendor, negotiated as a package with a single
objective, and the amount to be paid in one contract depends on the price or performance of the other
contract, then the contracts should be combined and considered a single contract.

If a contract contains both a subscription component (such as the right to use IT assets) and a
nonsubscription component (such as maintenance services), then the subscription and nonsubscription
components should be treated as separate contracts. The subscription component is subject to all SAAM
requirements for SBITAs; whereas, the nonsubscription component should be recognized as a current
period expenditure/expense.

If a contract involves multiple underlying assets with different lease terms, each asset or group of assets
with a different lease term should be treated as a separate contract.

If a contract does not include prices for individual components or assets, an estimate should be used to
allocate the contract price to those components. However, if a reasonable estimate cannot be determined,
then the contract should be treated as a single lease contract.

30.20.47 Definitions of public-private and public-public
Ty 1,202 partnerships and availability payment arrangements

30.20.47.a

Public-private and public-public partnerships. Public-private and public-public partnerships (referred
to as PPPs) are arrangements in which a government (the transferor) contracts with an operator (a
governmental or nongovernmental entity) to provide public services by conveying control of the right to
operate or use a nonfinancial asset for a period of time in an exchange or exchange-like transaction. Some
PPPs are service concession arrangements (SCAs). An SCA is a PPP arrangement between a transferor
and an operator in which all the following criteria are met:

a. The government (transferor) conveys to the operator the right and related obligation to provide
public services through the use and operation of an underlying PPP asset in exchange for
significant consideration, such as an upfront payment, installment payments, a new facility, or
improvements to an existing facility.
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b. The operator collects and is compensated by fees from third parties.

c. The transferor determines or has the ability to modify or approve which services the operator is
required to provide, to whom the operator is required to provide the services, and the prices or
rates that can be charged for the services.

d. The transferor is entitled to significant residual interest in the service utility of the underlying PPP
asset at the end of the arrangement.

Availability payment arrangements. Availability payment arrangements (APAs) are arrangements in
which a government compensates an operator for activities that may include designing, constructing,
financing, maintaining, or operating an underlying nonfinancial asset for a period of time in an exchange
or exchange-like transaction. The payments by the government are based entirely on the asset’s
availability for use rather than on tolls, fees, or similar revenues or other measures of demand.

In an APA, a government procures a capital asset or service rather than receiving compensation to allow
another entity to provide public services. In contrast to a PPP, the other party to an APA is receiving
compensation from the government based entirely on availability to perform and not the actual
performance of a public service.

30.20.47.b

PPP Term. The PPP term is the period during which an operator has a noncancelable right to use an
underlying PPP asset, including any periods covered by:

» The option to extend the PPP if it is reasonably certain that option will be exercised.

* The option to terminate the PPP if it is reasonably certain that option will not be exercised.

Periods for which both the operator and the transferor have an option to terminate the PPP without
permission from the other party (or if both parties have to agree to extend) are cancelable periods and are
excluded from the PPP term. Provisions that allow for termination of a PPP due to either payment of all
sums due or default on payments are not considered termination options.

30.20.48 Accounting for public-private and public-public
Ty 1,202 partnerships and availability payment arrangements

30.20.48.a

PPPs that are a lease. If a PPP meets the definition of a right-to-use lease (refer to Subsection 30.20.30),
and if all the following criteria are met, account for the PPP as a right-to-use lease (refer to Subsection
30.20.35):

a. existing assets of the transferor are the only underlying PPP assets

b. improvements to those existing assets are not required to be made by the operator as part of the
PPP arrangement
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c. the PPP does not meet the definition of a service concession arrangement (SCA)

Refer to Subsection 85.60.65 and Subsection 85.72.25 for more details on how to account for right-to-use
leases.

30.20.48.b

PPPs that are not a lease and not an SCA. The transferor accounts for a PPP that does not meet the
definition of a right-to-use lease (refer to Subsection 30.20.30) and is not a service concession
arrangement (SCA) (refer to Subsection 30.20.47), as follows:

1. If an underlying PPP asset is an existing asset of the transferor, at the commencement of the PPP
term,

a. Continue to recognize the underlying PPP asset at its carrying value.

b. Record a receivable for installment payments, if any, to be received in relation to the PPP
and a deferred inflow of resources.

c. In addition, if improvements to the asset that meet the state's capitalization policy (refer to
Subsection 30.20.20) are required to be made by the operator, when the improvements are
placed into service, record an asset for the improvements at acquisition value and a
deferred inflow of resources.

d. Apply all other accounting and financial reporting requirements relevant to the underlying
PPP asset, including depreciation and impairment. However, if the PPP arrangement
requires the operator to return the underlying PPP asset in its original condition, the
transferor should not depreciate the asset during the PPP term.

2. If the underlying PPP asset is a new asset purchased or constructed by the operator, when the asset
is placed into service, record:

a. A receivable for the underlying PPP asset based on the operator’s estimated carrying value
of the underlying PPP asset as of the expected date of the transfer in ownership from the
operator and a deferred inflow of resources..

b. A receivable for installment payments, if any, to be received in relation to the PPP and a
deferred inflow of resources.

Refer to Subsection 85.54.43 and Subsection 85.60.67 for more details on how to account for PPPs.

30.20.48.c

PPPs that are not a lease but are an SCA. If a PPP meets the definition of an SCA and the underlying
PPP asset is a new asset purchased or constructed by the operator, when the asset is placed into service,
the transferor records an asset at acquisition value for the purchased or constructed underlying PPP asset
and a deferred inflow of resources. In addition, at the commencement of the PPP term, the transferor
records a receivable for installment payments, if any, to be received in relation to the PPP and a deferred
inflow of resources.

Refer to Subsection 85.54.43 and Subsection 85.60.67 for more details on how to account for PPPs.
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30.20.48.d

APAs. An APA or components of an APA that are related to the design, construction, or financing of a
nonfinancial asset in which ownership of the asset transfers to the state by the end of the contract, should
be recorded as a financed purchase of a capital asset.

An APA or components of an APA that are related to providing services for the operation or maintenance
of a nonfinancial asset should be expensed in the period to which the payments relate.

An APA that contains both (a) a component related to the design, construction, or financing of a
nonfinancial asset and (b) a component related to providing services for the operation or maintenance of a
nonfinancial asset should generally be accounted for as separate contracts.

Refer to Subsection 85.72.35 for more details on how to account for APAs.

30.20.50 Capital assets acquired through Certificates of
luly 12009 Participation (COP)

Capital assets acquired through OST’s Certificate of Participation (COP) program are to be capitalized.
Refer to Subsections 30.20.20.¢, 85.60.80, and 85.72.40.

30.20.60 Accounting for infrastructure
June 1, 2012

30.20.60.a

In accordance with the Governmental Accounting Standards Board Statement Number 34, acquisitions of
capital assets defined as infrastructure, which meet the state's capitalization policy, are to be capitalized.

30.20.60.b

The state highway system operated by the Department of Transportation is classified by the state as
Transportation Infrastructure-Modified Approach. Refer to Subsection 30.20.80.

30.20.60.c

All transportation-related infrastructure not included in Subsection 30.20.60.b and all non-transportation
infrastructure assets are required to be depreciated. Refer to Subsection 30.20.70.

30.20.70 Depreciation and amortization policy
July 1, 2022
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30.20.70.a

Calculate and record depreciation or amortization for all depreciable capital assets refer to Subsection
85.60.40.

Non-depreciable capital assets include:

e Land

* The state highway system operated by the Department of Transportation, which is classified as
Transportation Infrastructure-Modified Approach (refer to Subsection 30.20.80)

* Art collections, library reserve collections, and museum and historical collections that are
inexhaustible (refer to Subsection 30.20.22)

* Construction in progress

+ Intangible assets with indefinite useful lives

30.20.70.b

Depreciation normally begins when an asset is purchased or completed and accepted. However, if it is not
placed into service immediately, depreciation should begin when the asset begins to lose value. Either
option should be applied consistently and should be reasonable in the circumstance. Depreciation may be
calculated using either the straight-line or composite method.

* To calculate depreciation using the straight-line method:

Cost - Salvage Value
Asset Useful Life

Annual Depreciation =

Salvage value is an estimate of the amount that will be realized at the end of the useful life of a
depreciable asset.

» Calculate the composite method based on weighted average estimated lives or an estimate of the
useful life of the grouping of assets; such as library resources. The assessment could be based on
condition assessments or experience with the useful lives of the groupings of assets. A consistent
composite depreciation rate should generally be used throughout the life of the grouping of assets,
but the rate should be recalculated if the composition of the assets or estimate of the useful lives
changes significantly.

For example, if the average useful life of library resources, or portion thereof, was estimated to be 25
years, an annual depreciation rate of 4 percent would be used. The annual depreciation expense would be
calculated by multiplying the annual depreciation rate by the cost of the collection.

30.20.70.c

Amortization on right-to-use lease and subscription assets begins on the lease start date. Amortization
must be calculated using the straight-line method, by dividing the value of the asset by the lesser of the
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lease/subscription term or the asset’s useful life. If it is reasonably certain that a purchase option will be
exercised, the asset’s useful life must be used.

30.20.70.d

Useful life for capital assets — Agencies are required to use the useful life shown in Schedule A, Capital
Asset Class Code List and Useful Life Schedule (Subsection 30.50.10.a) for capital assets acquired in new
condition. For energy efficiency equipment and products, refer to the Addendum to Schedule A
(Subsection 30.50.10.b).

However, a shorter or longer estimated life may be used depending on factual circumstances, replacement
policies, or industry practices. Proposed deviation in useful life from Schedule A requires prior written
approval from the OFM Accounting Division.

When establishing an asset’s useful life:

» Agencies are responsible for establishing and utilizing an appropriate useful life for assets acquired
in less than new condition.

* The useful life for leasehold improvements is the estimated service life of the leasehold
improvements, or the remaining term of the lease, whichever is shorter.

» The useful life for intangible assets acquired by contract generally should not exceed the period of
the contract.

For depreciation purposes, the useful life of assets should be reviewed to ensure it has remained the same.
Impairment of assets or changes in contractual provisions may impact the useful life and remaining
depreciation.

30.20.80 Non-depreciable transportation-related
fune1.2992 infrastructure assets reported using the modified
approach

The state capitalizes the state highway system as a class of infrastructure assets and reports these assets
using the "modified approach" to depreciation. Under the modified approach, these infrastructure assets
are not depreciated as long as two requirements are met:

* The assets are managed in an asset management system, which includes keeping an up-to-date
inventory of assets, performing condition assessments of the assets and summarizing the results,
and estimating the annual amount to maintain and preserve the assets.

* The state documents that the assets are being preserved approximately at or above the condition
level established and disclosed previously by the state.
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30.20.90 Impairment of capital assets and related insurance
Ty 1,2005 " recoveries

30.20.90.a

A capital asset is considered to be impaired if the asset experiences a significant and unexpected decline in
its service utility. The service utility of a capital asset is the expected usable capacity at acquisition. A
capital asset may be impaired due to events or changes in circumstances, such as physical damage,
obsolescence or changes in technology, enactment or approval of laws or regulations or other changes in
environmental factors, a change in manner or duration of use, or a construction stoppage.

A capital asset that becomes impaired is to be revalued to reflect its decline in service utility. Refer to
Subsection 85.60.45.

30.20.90.b

Insurance recoveries related to impaired assets are reported net of the related loss when the recovery is
realized or realizable in the same fiscal year as the loss. Otherwise, restoration or replacement costs of an
impaired capital asset are reported as a separate transaction from the related insurance recovery. Contact
your assigned OFM Accounting Consultant when you have a material impairment.

30.20.95 Reconciliation of capital assets
July 1, 2021

Agencies are to reconcile the balance in GL Code Series 2XXX "Capital Assets" to the balance of the
detail listing of capital assets in the agency’s authorized capital asset management system and the leases in
the Facilities Portfolio Management Tool (FPMT), as applicable. Agencies using the state’s Capital Asset
Management System (CAMS) have available capital asset reports for both cost and depreciation showing
beginning balances, additions, deletions, and ending balances. Agencies not using CAMS are to develop
similar capital asset reports. Refer to Subsection 85.60.60.

ER reports to use: Financial Reports/Accounting/Capital Asset Management.
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30.30 Marking and Identifying Capital Assets

Section Title ggfteective Nllzlz:lglfer
30.30.10  Mark all inventoriable capital assets July 1, 2001 247
30.30.20  How capital assets should be marked July 1, 2001 247
30.30.30  When it is OK not to mark a capital asset July 1, 2009 248
30.30.40  Capital asset inventory tags July 1, 2015 248
30.30.50 Capital asset inventory tags and control numbers need to be July 1, 2001 248

controlled

30.30.10 Mark all inventoriable capital assets

July 1, 2001

Mark all inventoriable capital assets upon receipt and acceptance to identify that the property belongs to
the state of Washington, except as noted in Subsection 30.30.30 below.

This identification should:

» Facilitate accounting for the asset;
» Aid in its identification if the asset is lost or stolen;
* Discourage theft; and ultimately,

* Reduce the magnitude of the state's property losses.

30.30.20 How capital assets should be marked

July 1, 2001
30.30.20.a

Permanently affix the identification information to the asset by using a standardized adhesive tag or
inscribing the asset according to the following format:

+  WASHINGTON STATE (or state seal insignia),

*+ AGENCY NAME (or authorized abbreviation or agency number),
« OPTIONAL BAR CODE, and

+ ASSIGNED CONTROL NUMBER

If an existing capital asset displays only a state control number, which has been assigned properly affixed,
and recorded on an authorized inventory system pursuant to Subsection 30.40.10, it does not need to be
retagged.
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30.30.20.b

Agencies may determine where to place the "Washington State" identification and control number on the
capital asset. However, the identification and control number should be located on the principal body of
the asset, rather than a removable part.

30.30.30 When it is OK not to mark a capital asset

July 1, 2009

Occasionally, an agency will find it is impractical or impossible to mark some of its inventoriable capital
assets according to these standards. For example, where a capital asset:

*  Would lose significant historical or resale value (such as art collections or museum and historical
collections);

* Would have its warranty or lease contract negatively impacted by being permanently marked;

» Is stationary in nature and not susceptible to theft (such as land, infrastructure, buildings,
improvements other than buildings, and leasehold improvements);

* Has a unique permanent serial number that can be used for identification, security and inventory
control (such as vehicles); or

» Is an intangible asset that lacks physical substance.

In these cases, the identification "Washington State" or state seal insignia is not required, and the agency is
to apply alternative procedures to inventory and identify such assets as "Washington State."

Leased assets (capital or operating) should only be permanently marked with the identification upon
formal transfer of ownership to the state.

30.30.40 Capital asset inventory tags

July 1, 2015

Agencies are required to use tags that include the format detailed in Subsection 30.30.20.a. For ease of
inventory control, agencies may use tags bearing a bar code.

30.30.50 Capital asset inventory tags and control numbers
luly 1,200 need to be controlled

Responsibility for controlling capital asset control numbers rests with the agency’s inventory officer.

Agencies are to ensure that adequate controls for safeguarding unissued, mutilated, and voided capital
asset inventory tags are established.
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30.40 Capital Asset Inventory Records Policy

. . Effective Page
Section Title Date Number
30.40.10  Which assets need to be inventoried or cataloged? July 1, 2001 249
30.40.20  Small and attractive assets July 1, 2014 249
30.40.30  Capital asset inventory system requirements July 1, 2022 250
30.40.40  Adding capital assets to the inventory July 1, 2021 252
30.40.45 Removing capital assets from the inventory July 1, 2021 252
30.40.50 Department of Enterprise Services requires information about Jan. 1,2012 253

surplus property
30.40.80  Lost or stolen property July 1, 2008 253

30.40.10 Which assets need to be inventoried or cataloged?

July 1, 2001

The following assets are inventoriable assets and must be carried on the property records of an agency:

+ All assets meeting the state's capitalization policy (refer to Subsection 30.20.20),

» Assets with a unit cost (including sales tax and ancillary costs) less than $5,000 identified as small
and attractive assets (refer to Subsection 30.40.20 below),

* Art collections, library reserve collections, and museum and historical collections that meet the
criteria in Subsection 30.20.22 which are not required to be capitalized, are required to be
controlled by means of a perpetual inventory or a recognized cataloging system, and

* Collections under the control of a state historical society as defined by RCW_27.34.020 are
required by RCW 27.34.070 to be cataloged.

Trust lands are to be accounted for by the administering agency.

30.40.20 Small and attractive assets

July 1, 2014

Each agency should perform a risk assessment (both financial and operational) on the agency’s assets to
identify those assets that are particularly at risk or vulnerable to loss. Operational risks include risks
associated with data security on mobile or portable computing devices that store or have access to state
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data. Assets so identified that fall below the state’s capitalization policy are considered small and
attractive assets. Each agency should develop written internal policies for managing small and attractive
assets. Internal policies should take into consideration the Office of the Chief Information Officer (OCIO)
IT Security Standard 141 Section 5.8 Mobile Computing and Section 8.3 Media Handling and Disposal
Disposal at https://ocio.wa.gov/policies.

The agency should implement specific measures to control small and attractive assets in order to minimize
identified risks. Periodically, the agency should perform a follow up risk assessment to determine if the
additional controls implemented are effective in managing the identified risks.

Agencies must include as small and attractive assets all items in the commodity class code major group
10XX — Weapons, Firearms, Signal Guns, and Accessories. Otherwise, agencies have discretion in setting
their definition of small and attractive assets except as noted in this section. However, absent a risk
assessment and development of written policies for identifying and controlling small and attractive assets,
agencies must include, at a minimum, the following assets with unit costs of $300 or more:

7013 Laptops and Notebook Computers
7014 Tablets and Smart Phones

Agencies must also include the following assets with unit costs of $1,000 or more:

6551 Optical Devices, Binoculars, Telescopes, Infrared Viewers and Rangefinders
6710-6730 Cameras and Photographic Projection Equipment

7012 Desktop Computers (PCs)

7730 Television Sets, DVD Players, Blu-ray Players, and Video Cameras (home type)

30.40.30 Capital asset inventory system requirements
July 1,2022

Agencies are to maintain capital asset inventory systems that include records for all inventoriable assets.

For all owned assets and lease-to-own agreements that meet the state’s capitalization policy, agencies are
to use the Capital Asset Management System (CAMS). Agencies may use an alternate in-house system
provided written approval from the Office of the Chief Information Officer (OCIO) is obtained prior to
initiating acquisition or development of the system. Refer to Subsection 80.30.88.

For all right-to-use lease agreements and subscription-based IT arrangements (SBITAs) that meet the
state’s capitalization policy, agencies are to use the Facilities Portfolio Management Tool (FPMT). This
includes leases where the agency is the lessee or the lessor. In addition, agencies must record all state-
owned and leased facilities in FPMT regardless of whether they meet the capitalization policy, to comply
with RCW 43.82.150.

For assets defined as small and attractive, agencies may use either CAMS or an alternate in-house system
without OCIO approval.

The following are required to be included in the inventory records:
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Agency Name and Code Number - The agency name and three digit agency code number.

Account - For proprietary and trust fund type accounts, this is the account in which the asset is
being used. This may or may not be the original purchasing account.

For governmental fund type accounts, this is the account that originally purchased the asset.

For those assets acquired prior to July 1, 1982, for which an account cannot be identified or is no
longer in existence, such assets are to be identified as assets of the General Fund.

Acquisition Date - The date the agency takes title to, or assumes responsibility for, an asset.

Class Code - The code assigned to a capital asset that correlates to a descriptive title. Refer to
Subsection 30.50.10 for Schedule A-Capital Asset Class Codes and Useful Life Schedule.

Cost - The total cost (value) assigned to the asset. Refer to Subsection 30.20.10 for clarification.

Depreciation - The portion of the cost of a capital asset representing the expiration in the service
life of the asset attributable to wear and tear, deterioration, action of the physical elements,
inadequacy, and/or obsolescence which is charged systematically over the useful life of the capital
asset. Refer to Subsection 30.20.70. This element is not applicable to small and attractive assets.

Description - Name of the asset.

Disposal Authorization - When required, either the number assigned by the Office of the Chief
Information Officer/Technology Services Board (for information technology related equipment
and proprietary software) or the Department of Enterprise Services (for all other capital assets),
granting an agency the authority to dispose of an asset or as provided by specific statutory
authority. Refer to Subsection 30.40.45.

Disposal Date - With proper authorization, the date that the agency officially relinquishes
responsibility for the asset.

Inventory Control Number - The control number inscribed on, or contained on the inventory tag
attached or referring to, an asset.

Location Code - The identification code of the county in which the asset is located. Refer to
Subsection 30.50.20 for Schedule B for Location (County) Codes.

Manufacturer - The name of either the manufacturer or the commonly accepted trade name; if
none, then vendor name.

Order Number - The number of the purchasing document used for the acquisition of the asset.

Ownership Status - An indication as to possible claims against the asset by outside parties (e.g.,
federal government).

Parcel Location Identifier (For Land Only) - The county assessor's parcel number of the land, or
other code used by the agency to specifically identify the location of the land. If a county where
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the state land is located does not use a parcel numbering system for exempt land, use an alternative
numbering system. This element not applicable to small and attractive assets.

* Quantity - The physical count of the inventoriable items. For equipment, this number is to be
expressed as whole units; for buildings, as square feet; for land, in acres to the nearest tenth, except
for tidelands and shorelands which are to be expressed in front footage; and for construction in
progress, as number of capital projects under construction.

+ Salvage Value - The estimated portion of a capital asset’s cost that is recovered at the end of its
service life less any disposal costs. This element is not applicable to small and attractive assets.

* Serial Number - The sequential identification number assigned by the manufacturer. Do not
confuse this number with the model number.

» Useful Life - The estimated useful life of the capital asset in years or months. Refer to Subsection
30.50.10 for Schedule A - Capital Asset Class Codes and Useful Life Schedule. This element is not
applicable to small and attractive assets.

30.40.40 Adding capital assets to the inventory

July 1, 2021

Upon receipt and acceptance of an inventoriable asset, the agency inventory officer is responsible for
supervising the addition of the asset to the inventory system. This includes assigning tagging
responsibilities to specific individuals as well as developing and implementing procedures to ensure that
the necessary information is entered into the agency’s capital asset inventory system or the Facilities
Portfolio Management Tool (FPMT), as applicable.

30.40.45 Removing capital assets from the inventory
July 1, 2021

Agencies are to adopt internal policies and procedures regarding the timely removal of capital assets from
inventory, including procedures for the proper approval of disposal requests.

Capital assets are to be removed from active inventory based on the completion and submission of a
Property Disposal Request using the Property Disposal Request System available online at: http://
des.wa.gov/services/surplus.

Right-to-use lease agreements should be inactivated once the lease term has ended and the asset has been
returned to the lessor.

Agencies are responsible to cleanse assets of any sensitive information prior to surplus, disposal, or
returning the asset to the lessor.

Agencies are to maintain records of capital asset dispositions in accordance with approved agency records
retention schedules.
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When disposing of and removing capital assets from inventory, agencies are to follow policies and
guidelines, as appropriate, that are issued by:

* The Department of Enterprise Services, Surplus Programs for all capital assets, except those listed
below (refer to RCW 43.19.1919.)

» The Office of the Chief Information Officer (OCIO)/Technology Services Board for information
technology related equipment and proprietary software (refer to Chapter 43.105 RCW). OCIO
policies identify the threshold at which these assets are required to be reported to OCIO. Refer to
the State Technology Manual, Policy No. 121, available online at: https://ocio.wa.gov/policies.

Although agencies are not required to report assets under the OCIO threshold to Surplus Program
as public agencies, they are encouraged to make these assets available to other state agencies,
school districts, and nonprofit organizations prior to being offered to the general public. To
accomplish this, agencies are urged to use the services of Surplus Programs for disposing of these
assets.

* Other specific statutory authority.

The cost and related accumulated depreciation/amortization of capital assets disposed of are also removed
from the applicable general ledger codes.

30.40.50 Department of Enterprise Services requires
fan-1.2012 information about surplus property

Agencies must report all capital assets classified as surplus (excluding information technology related
equipment and proprietary software) to Surplus Programs at the Department of Enterprise Services (DES)
in the format and manner specified by DES. Refer to Subsection 30.40.45 and RCW 43.19.1917.

30.40.80 Lost or stolen property

July 1, 2008

When suspected or known losses of inventoriable assets occur, agencies should conduct a search for the
missing property. The search should include transfers to other divisions or agencies, storage, scrapping,
conversion to another asset, etc. If the missing property is not found:

* Follow the loss procedures in Section 70.75.

* Remove the lost or stolen property from the agency’s inventory and accounting records where
applicable (refer to Subsection 85.60.50).

* Maintain records for losses of inventoriable assets in accordance with approved agency records
retention schedules.
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30.45 Capital Asset Physical Inventory Policy

Section Title ggfteective Nllzlz:lglfer
30.45.10  Physical inventory frequency July 1, 2009 254
30.45.20  Who should conduct and verify the physical inventory? July 1, 2001 255
30.45.30  Physical inventory instructions July 1, 2001 255
30.45.40  Physical inventory reconciliations July 1, 2001 255
30.45.50  Retaining physical inventory records July 1, 2001 256

30.45.10 Physical inventory frequency

July 1, 2009

Conduct physical inventories at least once every other fiscal year for all inventoriable assets except as
noted below.

Due to the stationary nature of certain assets (such as land, infrastructure, buildings, improvements other
than buildings, and leasehold improvements), performing a physical inventory every other fiscal year is
not required. However, consideration must be given to the requirements of Subsection 85.60.45, which
requires adjusting the carrying value of assets that have been impaired.

Agencies may conduct their capital assets inventory on a revolving basis if the following conditions are
met:

* Every item is subject to a physical count or verification at least once every other fiscal year.

* The inventory program is documented and active

As an alternative to conducting a physical inventory of every inventoriable asset at least once every other
year, an agency may, pursuant to Subsection 1.10.50, request OFM approval for a risk based sampling
approach to a physical inventory. Requests for approval and the agency’s capital asset risk assessment are
to be sent to the OFM Accounting Division.

Documents submitted to OFM for approval should include:

» A capital asset risk assessment that identifies the objectives and risks of the capital asset cycle;

* Analysis of the control policies and procedures surrounding agency capital asset purchases,
dispositions, impairments, inventorying and financial reporting; and

* The impact of the risk assessment on the sampling approach (i.e. which assets are high risk and
therefore should be tested).
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For art collections, library reserve collections, library resources, and museum and historical collections
(which are safeguarded and maintained through a perpetual or cataloging system), agencies are to perform
a physical inventory of these assets at least once every other fiscal year if practical. If not, they are to be
periodically sampled on a revolving basis or physically inventoried via accepted industry standards.

30.45.20 Who should conduct and verify the physical
fuly 12000 jnventory?

In order to ensure objective reporting of inventory items, a physical inventory should be performed by
personnel having no direct responsibility (custody and receipt/issue authority) for assets subject to the
inventory count. If it is not feasible to use such personnel for any part of the inventory, then those portions
are, at least, to be tested and verified by a person with neither direct responsibility for that portion of the
inventory nor supervised by the person directly responsible.

30.45.30 Physical inventory instructions
July 1, 2001

Written physical inventory instructions must be documented and distributed to each person participating in
the inventory process. The instructions should describe:

* How and where to record each item,

*  What information to record,

*  What to do when they have a question,

*  What procedures to follow when they finish their assignments,

»  What procedures to follow when equipment is located but not listed,

* The procedure by which the person counting the assets attests to the accuracy of the count, such as
by signing his or her name at the bottom of each inventory page, or signing a cover page for a
group of pages sorted by another method (batches, location, equipment type, etc.), and

* How to record assets not being used or in an obviously unserviceable condition. Such information
is to be used to schedule repair or disposition of such assets. (Also refer to Subsection 30.40.45).

30.45.40 Physical inventory reconciliations
July 1, 2001

After the physical inventory count is completed, the agency inventory officer is to conduct the
reconciliation process. When all differences have been identified and explained, the inventory is
considered reconciled. Refer to Subsection 85.60.60.

Agencies should conduct the following steps during the reconciliation process:
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» Search the inventory lists to determine whether inventory noted during the count as unrecorded is,
in fact, listed on another portion of the inventory.

» Enter unrecorded assets into the inventory system as soon as possible after discovery.

» If a significant number of unrecorded assets are located, indicating a major problem with the asset
recording procedures, the agency inventory officer is to determine why the problem is occurring
and correct it.

* Conduct a search in an effort to locate missing assets. For those assets not located, inventory
officers are to follow procedures outlined in Subsection 30.40.80.

After the inventory is reconciled, the agency inventory officer is to certify the reconciliation with a
statement and signature that it is correct and report this to the supervisor. If the certification cannot be
made, the inventory officer is to disclose that fact and the supervisor is to determine the appropriate course
of action.

30.45.50 Retaining physical inventory records

July 1, 2001

The certification, together with the reconciliation and the inventory listing, serves as the support for the
inventory balance and for accounting adjustments, if any, and must be retained by the agency. The agency
should retain this documentation in accordance with the approved agency records retention schedules.
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30.50 Capital Asset Class and Location Code Tables

. . Effective Page
Section Title Date Number
30.50.10  Schedule A - Capital asset class codes and useful life schedule July 1, 2021 257
30.50.20  Schedule B - Location (county) codes July 1, 2001 277

30.50.10 Schedule A - Capital asset class codes and useful life
fuly 1,202 gchedule

30.50.10.a Schedule A

This following schedule is for capital assets acquired in new condition. Refer to the Addendum to
Schedule A (Subsection 30.50.10.b) for energy efficiency equipment and products.

Major Group Class Code Descriptive Title Useful Life
A0 Land Not Calculated
A100 Uplands
A200 Beds of Navigable Water
A300 Shorelands
A400 Tidelands
A500 Harbor Areas

Transportation Infrastructure (Modified Approach)

01 Operated by the Department of Transportation Not Calculated
0110 State Highway System
02 Construction In Progress Not Calculated

Art Collections, Library Reserve Collections, Museum
and Historical Collections (Inexhaustible), and
03 Intangible Assets with Indefinite Useful Lives Not Calculated

Art Collections, Library Reserve Collections, and Museum
0300 and Historical Collections (Inexhaustible)

Intangible Assets with Indefinite Useful Lives (e.g.
easements, mineral, timber, and water rights acquired
0310 separately from land, that have indefinite useful lives)
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Major Group Class Code Descriptive Title Useful Life

04 Infrastructure (Depreciable)
0420 Having a Useful Life of: 20 Years
0425 Having a Useful Life of: 25 Years
0430 Having a Useful Life of: 30 Years
0435 Having a Useful Life of: 35 Years
0440 Having a Useful Life of: 40 Years
0445 Having a Useful Life of: 45 Years
0450 Having a Useful Life of: 50 Years

05 Buildings/Components
0505 Having a Useful Life of: 5 Years
0510 Having a Useful Life of: 10 Years
0515 Having a Useful Life of: 15 Years
0520 Having a Useful Life of: 20 Years
0524 Having a Useful Life of: 24 Years
0525 Having a Useful Life of: 25 Years
0527 Having a Useful Life of: 27 Years
0530 Having a Useful Life of: 30 Years
0535 Having a Useful Life of: 35 Years
0540 Having a Useful Life of: 40 Years
0545 Having a Useful Life of: 45 Years
0550 Having a Useful Life of: 50 Years

Improvements - Other Than Buildings (Includes

06 Leasehold Improvements)
0610 Having a Useful Life of: 3 Years
0620 Having a Useful Life of: 5 Years
0625 Having a Useful Life of: 8 Years
0630 Having a Useful Life of: 10 Years
0640 Having a Useful Life of: 15 Years
0650 Having a Useful Life of: 20 Years
0655 Having a Useful Life of: 25 Years
0660 Having a Useful Life of: 30 Years
0665 Having a Useful Life of: 35 Years
0670 Having a Useful Life of: 40 Years
0675 Having a Useful Life of: 45 Years
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Major Group Class Code Descriptive Title Useful Life
0680 Having a Useful Life of: 50 Years
Art Collections, Library Reserve Collections, and
Museum and Historical Collections (Exhaustible) and
07 Library Resources
0703 Having a Useful Life of: 3 Years
0705 Having a Useful Life of: 5 Years
0708 Having a Useful Life of: 8 Years
0710 Having a Useful Life of: 10 Years
0715 Having a Useful Life of: 15 Years
0720 Having a Useful Life of: 20 Years
0725 Having a Useful Life of: 25 Years
0730 Having a Useful Life of: 30 Years
0735 Having a Useful Life of: 35 Years
0740 Having a Useful Life of: 40 Years
0745 Having a Useful Life of: 45 Years
0750 Having a Useful Life of: 50 Years
10 Weapons, Firearms, Signal Guns, and Accessories 5 Years
1005 Firearms and Accessories
1040 Chemical Weapons and Equipment
Weapons, Miscellaneous (Signal Guns, Line-Throwing
1095 Equipment, Animal Control Devices, etc.)
13 Ammunition and Explosives Equipment S Years
1305 Ammunition, Reloading, and Gunsmithing Equipment
1350 Bomb Handling and Cryogenic Equipment
1375 Detonating Equipment
15 Aircraft, Fixed and Rotary Winged 6 Years
1510 Aircraft, Fixed Wing
1520 Aircraft, Rotary Winged
16 Aircraft Components and Accessories 5 Years
1680 Miscellaneous Aircraft Accessories and Components
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Major Group Class Code Descriptive Title Useful Life
17 Aircraft Support Equipment S Years
1730 Aircraft Ground Servicing Equipment
Airfield Specialized Trucks, Trailers, and
1740 Lighting Equipment
18 Unmanned Aerial Vehicles (UAV), Drones
1810 Unmanned Aerial Vehicles (UAV), Drones 5 Years
Marine Vessels, Barges, and Docks
19 (All, except otherwise indicated)
1901 Passenger Only Vessels (Ferry Boats) 25 Years
Passenger Vessel Components:
1902 Having a Useful Life of: 20 Years
1903 Having a Useful Life of: 15 Years
1904 Having a Useful Life of: 10 Years
1905 Having a Useful Life of: 5 Years
1906 Having a Useful Life of: 3 Years
1910 Vehicle/Passenger Vessels (Ferry Boats) 60 Years
Vehicle/Passenger Vessel Components:
1911 Having a Useful Life of: 30 Years
1912 Having a Useful Life of: 25 Years
1913 Having a Useful Life of: 20 Years
1914 Having a Useful Life of: 15 Years
1915 Having a Useful Life of: 12 Years
1916 Having a Useful Life of: 10 Years
1917 Having a Useful Life of: 5 Years
1920 Fishing Vessels 40 Years
1925 Vessels, Special Service (Tugs, Fire Boats, Tenders) 40 Years
1930 Barges, Cargo 40 Years
1935 Barges and Lighters, Special Purpose 40 Years
1940 Small Craft, Powered and Unpowered 6 Years
1945 Pontoons and Floating Docks 40 Years
1950 Floating Dry Docks 40 Years
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Major Group Class Code Descriptive Title Useful Life
1990 Miscellaneous Vessels 40 Years
20 Marine and Ship Equipment 5 Years
2010 Ship and Boat Propulsion Equipment
2030 Deck Winches, Hoists, etc.
2050 Buoys
2060 Commercial Fishing Equipment
Marine and Ship Furnishings, Equipment,
2090 and Miscellaneous
22 Railroad Equipment 40 Years
2240 Railroad Boxcars - Grain
2245 Railroad Passenger and Power Cars
Motor Vehicles, Trailers, Cycles and Combat Vehicles
23 (AllL, except otherwise indicated)
Vehicles (Autos, Vans, and Light Trucks) up to 10,000
Ibs. GVW. Life is a function of the type of vehicle and
the nature of vehicle use:
2308 Having a Useful Life of: 3 Years
2309 Having a Useful Life of: 4 Years
2310 Having a Useful Life of: 5 Years
2311 Having a Useful Life of: 6 Years
2312 Having a Useful Life of: 7 Years
2313 Having a Useful Life of: 8 Years
2314 Having a Useful Life of: 9 Years
2315 Having a Useful Life of: 10 Years
Vehicles, Medium and Heavy Duty (Trucks, Buses, and
Special Purpose Vehicles) 10,000 1bs. GVW and over.
Life is a function of the type of vehicle and the nature
of the vehicle use:
2320 Having a Useful Life of: 10 Years
2321 Having a Useful Life of: 11 Years
2322 Having a Useful Life of: 12 Years
2323 Having a Useful Life of: 13 Years
2324 Having a Useful Life of: 14 Years
2325 Having a Useful Life of: 15 Years
2326 Having a Useful Life of: 20 Years
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Major Group Class Code Descriptive Title Useful Life
Trailers, Cycles and Combat Vehicles 5 Years
2330 Trailers, Cargo and Utility Including Semitrailers
2331 Trailers, Boat
2332 Trailers, Camp, Office, Mobile Home, etc.
2340 Motorcycles and Scooters
2350 Combat Vehicles, Tracked
24 Tractors: Crawler, Wheeled, and Track-Laying 10 Years
2410 Tractors, Crawler
2420 Tractors, Wheeled, Industrial
2421 Tractors, Wheeled, Farm-Type
Tractors, Track-Laying (Snowcat, Snowmobile, Weasel,
2430 etc.)
25 Vehicular Equipment and Components 10 Years
2510 Cab, Body, and Frame Components
2530 Brake, Steering, Axle, and Wheel Assemblies
2540 Accessories (Canopies, Tool Boxes, Light Bars, etc.)
2590 Modifications (Cranes, Lifts, etc.)
28 Engines, Turbines, and Components 5 Years
2805 Engines, Gas, Automotive
2806 Engines, Gas, Marine
2807 Engines, Gas, Small Implement
2810 Engines, Aircraft
2815 Engines, Diesel, Automotive
2816 Engines, Diesel, Marine
2817 Engines, Diesel, Industrial
2830 Water Turbines/Water Wheels and Components
2835 Turbines, Jet Engines, Nonaircraft
2840 Turbines, Jet Engines, Aircraf
2850 Engines, Rotary, Gas and Components
2895 Engines, Miscellaneous and Components
29 Engine Components and Accessories 5 Years
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Major Group Class Code Descriptive Title Useful Life
2910 Fuel System Components, Gas
2940 Cleaners, Filters, and Strainers
2960 Engine Accessories, Diesel Heavy Equipment
2990 Engine Accessories, Nonaircraft Miscellaneous
2995 Engine Accessories, Aircraft Miscellaneous
30 Mechanically Powered Transmission Equipment 5 Years
3010 Torque Converters
3020 Gears, Pulleys, and Sprockets
3040 Power Transmission Equipment
3050 Hydraulic System Components
32 Woodworking Machinery and Equipment 5 Years
3210 Sawmill and Planing Mill Equipment
3320 Woodworking Machines
3230 Tools and Attachments for Woodworking Machinery
34 Metalworking Machinery and Welding Equipment 10 Years
3405 Saw and Filing Machines
3408 Machining Centers and Way-Type Machines
3410 Electrical and Ultrasonic Erosion Machines
3411 Boring and Broaching Machines
3413 Drilling and Tapping Machines
3414 Gear Cutting and Finishing Machines
3415 Grinding and Finishing Machines
3416 Lathes, Metalworking
3417 Milling Machines
3418 Planers and Shapers
3419 Miscellaneous Machine Tools and Accessories
3422 Rolling Mills and Drawing Machines
3424 Metal Heat Treating and Nonthermal Treating Equipment
3426 Metal Finishing Equipment
3431 Electric Welding Equipment and Accessories
3432 Welding Equipment, Engine Driven
3433 Gas Welding, Heat Cutting, and Metalizing Equipment
3438 Miscellaneous Welding Equipment and Accessories
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Major Group Class Code Descriptive Title Useful Life
Miscellaneous Welding, Soldering, and Brazing
3439 Equipment
3441 Bending and Forming Machines
Hydraulic, Pneumatic, and Mechanical Presses —
3442 Power and Manual
3445 Punching and Shearing Machines
3446 Forging Machinery and Hammers
3447 Wire and Metal Ribbon Forming Machines
3448 Riveting Machines, Power Operated
3450 Machine Tools, Portable and Secondary
3455 Cutting Tools, for Machine Tools
3460 Machine Tool Accessories
3465 Production Jigs, Fixtures, and Templates
3470 Machine Shop Sets, Kits and Outfits
Services and Trade Equipment — Laundry, Shoe,
35 Sewing, Packaging, etc 5 Years
3510 Laundry and Dry Cleaning Equipment
3520 Shoe Repair Equipment
3530 Industrial Sewing Machine
3540 Wrapping and Packaging Machinery
3550 Vending Machines
3551 Parking Meters, Turnstiles, and Fare Recording Devices
3590 Beauty and Barber Shop Equipment
3591 Plastic Laminating Presses
3595 Specialized Plastic Working Machines
Special Industrial Machinery — Food, Printing,
36 Logging, Textile, etc. 6 Years
3605 Food Cannery Machinery and Equipment
3610 Printing Equipment
3611 Duplicating Equipment/Copy Equipment
3612 Binding Equipment
3625 Textile Industries Machinery
Gas Generating Aero Dispensing Systems, Fixed or
3655 Mobile
3680 Foundry Machinery and Related Equipment
3694 Clean Work Station, Controlled Environment Equipment
3695 Specialized Logging Equipment
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Major Group Class Code Descriptive Title Useful Life
Agricultural Machinery and Equipment — Farm,
37 Fishery, Pest Control, Garden, Irrigation, etc. 12 Years
3710 Soil Preparation Equipment
3720 Harvesting Equipment
3730 Dairy and Livestock Equipment
3731 Poultry Equipment
3732 Fish Hatchery Equipment
3740 Pest, Disease, and Frost Control Equipment
3750 Garden Implements (Mowers, Hedgers, etc.
3751 Gardening Tools
3752 Irrigation Equipment — Sprinklers, Pipe, and Accessories
3755 Forestry Planting Tools
3770 Animal Furnishings and Equipment — Saddles, etc.
Construction, Mining, and Highway Maintenance
38 Equipment 6 Years
3805 Earth Moving and Excavating Equipment
3810 Cranes and Crane Shovels
3815 Crane and Crane Shovel Attachments
3820 Mining, Quarrying, and Rock Drilling Equipment
3821 Rock Crushing Equipment
3825 Road Clearing and Cleaning Equipment
3826 Traffic Safety Devices
3827 Pavement Marking Equipment and Accessories
3828 Weed Burners and Brush Control Equipment
3830 Construction and Maintenance Equipment Attachments
3895 Miscellaneous Construction Equipment
39 Materials Handling Equipment S Years
3910 Conveyors
3920 Materials Handling Equipment, Not self-propelled
Materials Handling Equipment, Warehouse Type,
3930 Self-Propelled
3940 Blocks, Tackle, Rigging, and Slings
3950 Winches, Hoists, Cranes, and Derricks
3960 Elevators and Escalators
3990 Miscellaneous Materials Handling Equipment
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Major Group Class Code Descriptive Title Useful Life
Refrigeration and Air Conditioning Equipment,
41 Components and Accessories 13 Years
4110 Refrigeration Units and Accessories, Commercial
4111 Refrigeration Units and Accessories, Scientific
4112 Refrigeration Units and Accessories, Household
Air Conditioning, Heating, and Ventilation Systems,
4119 Commercial
Air Conditioning Units and Accessories, Commercial
4120 and Industrial
4121 Air Conditioning Units and Accessories, Household
4123 Air Conditioning Units and Accessories, Marine
Refrigeration and Air Conditioning Plants and
4130 Components
4140 Fans and Air Circulators, Nonindustrial
4141 Industrial Fan and Blower Equipment
42 Fire Fighting Tools and Equipment 5 Years
4210 Fire Fighting Tools and Equipment
4211 Fire Extinguishers and Accessories
4220 Marine Life Saving Equipment
4221 Marine Diving and Salvage Apparatus and Equipment
Safety and Rescue Equipment (Excluding Eye and Face
4240 Protection and Clothing)
4241 Safety and Rescue Equipment — Breathing Apparatus
4242 Safety and Rescue Equipment, Eye and Face Protectors
43 Pumps and Compressors 5 Years
4310 Compressors, Mounted and Unmounted
4320 Power and Hand Pumps
Centrifugals, Separators, and Pressure and
4330 Vacuum Filters (Non-laboratory)
Furnaces, Steam Plants, Driers, and Air Purification
44 Equipment 13 Years
4410 Industrial Boilers
4420 Heat Exchangers and Steam Condensers
4430 Industrial Furnaces, Kilns, Lehrs, and Ovens
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Major Group Class Code Descriptive Title Useful Life
4440 Driers, Dehydrators, and Anhydrators
4460 Air Purification Equipment
4465 Industrial Controls
45 Plumbing, Heating, and Sanitation Equipment 5 Years
4510 Plumbing Fixtures and Accessories
4515 Dispensers, All Types
4520 Space Heaters, Nonportable
4521 Space Heaters, Portable
4525 Water Heaters
4530 Fuel Burning Units and Accessories
Miscellaneous Plumbing, Heating, and Sanitation
4540 Equipment
Water Purification and Sewage Treatment
46 Equipment 5 Years
4610 Water Purification Equipment
4620 Water Distillation Equipment
4630 Sewage Treatment Equipment
Specialized Maintenance and Repair Shop
49 Equipment S Years
4910 Motor Vehicle Maintenance and Repair Shop Equipment
4920 Aircraft Maintenance and Repair Shop Equipment
4925 Marine Maintenance and Repair Shop Specialized Equip.
4930 Lubrication Equipment and Accessories
4931 Fuel Dispensing Equipment and Accessories
4940 Miscellaneous Maintenance and Repair Shop Equipment
51 Hand Tools, Powered and Nonpowered S Years
5110 Hand Tools, Edged, Nonpowered
5120 Hand Tools, Nonedged, Nonpowered
5130 Hand Tools, Power Driven, Attachments
5136 Taps, Dies, and Collets — Hand and Machine
5140 Tool and Hardware Boxes
5180 Sets, Kits, and Outfits of Hand Tools
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Major Group Class Code Descriptive Title Useful Life
52 Measuring Tools and Gauges 5 Years
5210 Measuring Tools, Craftsmen’s
5220 Inspection Gauges and Precision Layout Tools
53 Hardware, Abrasives, Locks and Packing S Years
5335 Screening
5340 Key-Duplicating Machines
Prefabricated, Portable Structures, Buildings and
54 Scaffolding 50 Years
5410 Prefabricated, Portable Structures, and Buildings
5420 Bridges, Fixed and Floating
5430 Storage Tanks
5440 Scaffolding Equipment and Ladders
5445 Prefabricated Tower Structures
5450 Miscellaneous Prefabricated Structures
Communication, Recording, Reproducing, and
58 Detection Equipment 7 Years
5805 Telephone and Telegraph Equipment, and Cell Phones
5810 Communications Security Equipment and Components
5815 Teletype and Facsimile Equipment
5820 Communications Equipment, Industrial and Commercial
Radio and Television Communications Equipment,
5821 Airborne
Communications Equipment, Public Safety: Audio and
5822 Video
5825 Radio Navigation Equipment, Nonairborne
5826 Radio Navigation Equipment, Airborne
Global Navigation Satellite Systems (GPS — Global
5827 Positioning Systems)
Intercommunications and Public Address Systems,
5830 Nonairborne
Intercommunications and Public Address Systems,
5831 Airborne
Sound Recording and Reproduction Equipment,
Industrial and Professional (includes BETA,VHS, DVD,
5835 and Blu-ray Recorders; Video Cameras)
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Major Group Class Code Descriptive Title Useful Life
5840 Radar Equipment
5845 Underwater Sound Equipment and Accessories
5850 Audio Tape, Industrial and Professional
5851 Video Tape, Industrial and Professional
5855 Night Vision Equipment
5860 Stimulated Coherent Radiation Devices (Laser and Taser)
5865 Headsets, Handsets, Microphones, Speakers, etc.
59 Electrical and Electronic Components S Years
5940 Lugs, Terminals, and Terminal Strips, Electrical
5941 Boards, Terminal, Multi-application, Electronic
Fiber Optics Materials, Components, Assemblies,
60 and Accessories 5 Years
6010 Fiber Optic Conductors
6030 Fiber Optic Devices
6070 Fiber Optic Accessories
Electric Wire, Power, and Distribution Equipment,
61 Batteries, and Generators 5 Years
6105 Motors, Electrical
Electrical Control Equipment Switchgear,
6110 Servomechanisms, etc
6115 Generators and Generator Sets, Electrical
6118 Solar, Thermal, and Nuclear Power Equipment
6120 Transformers, Distribution and Power Station
6125 Converters, Electrical, Rotating
6130 Converters, Electrical, Nonrotating
6135 Batteries, Dry Cell
6141 Batteries, Wet Cell, Industrial and Electric Vehicles
Miscellaneous Electric Power and Distribution
6150 Equipment
62 Lighting Fixtures and Lamps 5 Years
6210 Lighting Fixtures, Indoor
6211 Lighting Fixtures, Outdoor
6230 Portable Electric Lighting Equipment
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Major Group Class Code Descriptive Title Useful Life
6290 Portable Electric Lighting Equipment
63 Alarm and Signal Systems 10 Years
6310 Traffic and Transit Signal Systems
6350 Alarm and Signal Systems, Commercial
65 Medical, Dental, and Veterinary Equipment 12 Years
6515 Medical and Surgical Instruments and Equipment
6516 Orthopedic Equipment
6517 Ophthalmological, Refraction, and Audiometry Equipment
6518 Veterinary Equipment
6520 Dental Instruments and Equipment
6525 X-ray Equipment, Medical, Dental, and Veterinary
6530 Hospital Equipment
6533 Patient Mobilization Aids
6534 Stretchers and Litters
6535 Sterilizing Equipment and Accessories
6540 Opticians Instruments and Equipment
6545 Medical Sets, Kits, and Outfits
66 Instruments and Laboratory Equipment 5 Years
6605 Navigational Instruments
6610 Flight Instruments
Automatic Pilot Mechanisms and Airborne Gyro
6615 Components
6620 Engine Instruments
Electrical Measuring and Testing Instruments
6625 (Ammeters, Voltmeters, etc.)
6626 Electronic Measuring and Testing Instruments
6630 Equipment, Instruments, and Devices, Laboratory
6635 Physical Properties Testing Equipment
6636 Environmental Chambers and Related Equipment
6640 Laboratory Supplies
6641 Laboratory Furniture
6643 Agriculture Laboratory and Field Testing Equipment
Time Measuring Instruments (Clocks, Watches, and
6645 Movements)
6650 Optical Instruments, Laboratory
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Major Group Class Code Descriptive Title Useful Life
Optical Devices, Binoculars, Telescopes, Infrared
6651 Viewers, and Rangefinders
6655 Geophysical and Astronomical Instruments
6660 Meteorological Instruments and Apparatus
6665 Hazard Detecting Instruments and Apparatus
6670 Scales and Balances, Commercial and Household
6671 Scales, Postal
6672 Scales and Balances, Laboratory
6675 Drafting, Surveying, and Mapping Instruments
Liquid and Gas Flow, Liquid Level, and Mechanical
6680 Motion Measuring Instruments
6681 Speedometers and Tachometers
6682 Regulators and Gauges, Medical
Pressure, Temperature, and Humidity Measuring and
6685 Controlling Instruments
6695 Combination and Miscellaneous Instruments
67 Photographic, Projecting, and Microfilm Equipment 6 Years
6710 Cameras, Motion Picture
6720 Cameras, Still Picture
6730 Photographic Projection Equipment
6740 Photographic Developing and Finishing Equipment
6750 Photographic Supplies
6760 Photographic Equipment and Accessories
6770 Films Processed for Commercial and Industrial Use
6780 Film Processing
6790 Micrographic Equipment
6791 Micrographic Supplies
6793 Micrographic Unitizing Equipment and Accessories
69 Training Aids and Devices 5 Years
6905 Multimedia Systems
6910 Training Aids, Medical
6911 Audiotape, Training
6914 Slides, Training
6918 Flight Training Aids and Devices
6920 Overhead Transparencies, Training
6921 Videotapes, DVDs, Blu-rays, Training
6925 Targets
Chapter 30 271




State Administrative and Accounting Manual

Major Group Class Code Descriptive Title Useful Life
6930 Vehicle Training Aids and Devices
6935 Robots for Training
Communications Training Devices, For The
6940 Handicapped
6950 Miscellaneous Training Aids and Devices
70 Information Technology (IT) Equipment
7010 Main Frame Computer Systems 5 Years
7011 Servers 5 Years
7012 Desktop Computers (PCs) 4 Years
7013 Laptops and Notebook Computers 4 Years
7014 Tablets and Smart Phones 2 Years
7015 Front End Communications Processors 7 Years
7016 Data Processing Terminals 6 Years
Data Communications Equipment (Multiplexers,
7017 Modems, Routers, Hubs, and Switches) 6 Years
7025 Input/Output and Storage Devices - Tape 6 Years
Input/Output and Storage Devices - Disk (Laser and
7026 Magnetic) 6 Years
7027 Input/Output and Storage Devices - Other 5 Years
7033 Multifunction Devices (Copier, Fax, Scanner, Printer) 5 Years
7034 Plotters 5 Years
Other IT Accessorial Equipment and Components
7035 (Scanners, Data Displays, etc.) 5 Years
7037 Monitors 5 Years
7038 Laser Printers 6 Years
7039 Impact and Other Printers 6 Years
Mini/Microcomputer Systems (Used primarily to
7042 control larger systems such as heating, A/C, etc.) 5 Years
7060 Test and Monitor Equipment 5 Years
71 Furniture, Fixtures, and Accessories 10 Years
7105 Household Furniture
7110 Office Furniture, Desk, Chairs, etc.
7111 Mail Room Furniture and Equipment
7112 School Furniture
7115 Hospital Furniture
7116 Furniture, Critical Environment (Prisons, etc.)
7120 Furniture Fabrication and Repair Supplies
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Major Group Class Code Descriptive Title Useful Life
7125 Cabinets, Lockers, Bins, and Shelving
7126 Auditorium and Theater Furniture
7127 Library Furniture
7195 Miscellaneous Furniture and Fixtures
Household and Commercial Furnishings and
72 Appliances 7 Years
7231 Awnings
7240 Containers, Utility, Commercial
7241 Containers, Utility, Household
Miscellaneous Household and Commercial Furnishings
and Appliances (Fireplace Sets, Hair Dryers, Washers,
7290 Dryers, Compactors, Sewing Machines, Irons, etc.)
73 Food Preparation and Serving Equipment 5 Years
Food Cooking, Baking, and Warming Equipment,
7310 Commercial
Food Cooking, Baking, and Warming Equipment,
7311 Household
7320 Kitchen Equipment and Appliances, Commercial
7321 Kitchen Equipment and Appliances, Household
7330 Kitchen Utensils
7352 Vacuum Containers and Chests
Office, Visible Record, and Word Processing
74 Equipment 5 Years
7420 Accounting and Calculating Machines
7430 Typewriters and Office Type Composing Machines
Word Processing Equipment and Accessories (Includes
mini and micro computers specifically designed for
7435 Word Processing purposes)
Office Type Sound Recording and Reproducing
7450 Machines
7460 Visible Records Equipment
Miscellaneous Office Machines (Coin Counters,
7490 Collators, Cash Registers, etc.)
Musical Instruments, Televisions, and Household
77 Recordings 5 Years
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Major Group Class Code Descriptive Title Useful Life
7710 Musical Instruments
7720 Musical Instrument Parts and Accessories
Television Sets, DVD Players, Blu-ray Players, and
7730 Video Cameras, (home type)
7740 Recordings, Entertainment
7742 Video Tapes, DVDs, Blu-rays, Entertainment
78 Recreational and Athletic Equipment and Toys 5 Years
7810 Athletic and Sporting Equipment
7820 Games, Toys, and Wheeled Goods
7830 Gymnastic Equipment
7831 Playground Equipment
Game Room Equipment, Pool and Billiard Tables, and
7832 Bowling Equipment
79 Cleaning Equipment 5 Years
7910 Floor Polishers, Scrubbers, and Accessories
7912 Vacuum Cleaners, Carpet Sweepers, and Accessories
Computer Software, Land Use Rights, Patents,
Trademarks, Copyrights, and Other Intangible
80 Assets with Definite Useful Lives
Computer Software
8010 Having a Useful Life of: 3 Years
8011 Having a Useful Life of: 5 Years
8012 Having a Useful Life of: 12 Years
8013 Having a Useful Life of: 15 Years
Land Use Rights
8020 Having a Useful Life of: 3 Years
8021 Having a Useful Life of: 5 Years
8022 Having a Useful Life of: 12 Years
Patents, Trademarks, Copyrights
8030 Having a Useful Life of: 3 Years
8031 Having a Useful Life of: 5 Years
8032 Having a Useful Life of: 20 Years
8033 Having a Useful Life of: 25 Years
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8034 Having a Useful Life of: 50 Years

Other Intangible Assets with Definite Useful Lives

8040 Having a Useful Life of: 3 Years
8041 Having a Useful Life of: 5 Years
8042 Having a Useful Life of: 12 Years
83 Textile, Leather, Tents, and Flags 10 Years
8340 Tents, Tarpaulins, and Canvases
8345 Flags and Pennants
99 Signs, Arts and Crafts, and Church Equipment 5 Years
9905 Advertising Signs and Identification Plates
9906 Highway Signs
9909 Sign Making Machines and Accessories
9910 Arts and Crafts Supplies
9915 Collectors' Items
9925 Ecclesiastical Equipment
9930 Cemetery Equipment

30.50.10.b  Addendum to Schedule A — Energy Efficiency Equipment and Products

The following schedule is based on the American Society of Heating, Refrigeration and Air-Conditioning
Engineers (ASHRAE) and Northwest Power and Conservation Council standards. This separate useful life
schedule is for energy efficiency equipment and products only.

Major Group Class Code Descriptive Title Useful Life
Refrigeration and Air Conditioning Equipment,
41 Components and Accessories
4110 Refrigeration Units and Accessories, Commercial
Chiller: reciprocating 20 Years
Chiller: centrifugal or absorption 23 Years
Condensers: air-cooled or evaporative 20 Years

Air Conditioning, Heating, and Ventilation Systems,
4119 Commercial

Coils: DX, water, stream 20 Years
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Coils: electric 15 Years
Cooling tower: wood or galvanized metal 22 Years
Cooling tower: ceramic 34 Years
Window unit air conditioner 10 Years
Residential packaged or split 15 Years
PTAC 15 Years
Water cooled air conditioning 15 Years
Residential air to air heat pump 15 Years
Commercial air to air heat pump 15 Years
Commercial water to air heat pump 19 Years
Roof-top single-zone air conditioners 15 Years
Roof-top multi-zone air conditioners 15 Years
Gas or oil furnaces 18 Years
Unit heaters: gas or electric 13 Years
Unit heaters: hot water or steam 20 Years
Radiant heaters: electric 13 Years
Radiant heaters: hot water or steam 25 Years
Induction and fan coil units 27 Years
VAV and double-duct boxes 20 Years
Ductwork 30 Years

Fans and Air Circulators, Nonindustrial
Fans: centrifugal 25 Years
Fans: axial 20 Years
Fans: propeller 15 Years
Ventilating: roof mounted 20 Years
43 Pumps and Compressors
4320 Power and Hand Pumps
Pumps: base mounted 20 Years
Pumps: in-line or sump 15 Years
Furnaces, Steam Plants, Driers, and Air Purification
44 Equipment
4410 Industrial Boilers
Steel water-tube boiler 24 Years
Steel fire-tube boiler 25 Years
Cast iron boiler 35 Years
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Major Group Class Code Descriptive Title Useful Life
Electric boiler 15 Years
Burners 21 Years

4420 Heat Exchangers and Steam Condensers
HX shell and tube 24 Years

Electric Wire, Power, and Distribution Equipment,
61 Batteries, and Generators

6105 Motors. Electrical

Motors, electrical 18 Years

Motor starters 17 Years

Controls: pneumatic 20 Years

Controls: electric 16 Years

Controls: electronic 15 Years

Valve actuators 10 Years
62 Lighting Fixtures and Lamps

6210 Lighting Fixtures, Indoor
Lighting fixtures, indoor 12 Years
Lighting indoor controls 12 Years

6211 Lighting Fixtures, Outdoor
Lighting fixtures, outdoor 12 Years
Lighting outdoor controls 12 Years

30.50.20 Schedule B - Location (county) codes

July 1, 2001
County Code
Adams 01
Asotin 02
Benton 03
Chelan 04
Clallam 05
Clark 06
Columbia 07
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County Code
Cowlitz 08
Douglas 09
Ferry 10
Franklin 11
Garfield 12
Grant 13
Grays Harbor 14
Island 15
Jefterson 16
King 17
Kitsap 18
Kittitas 19
Klickitat 20
Lewis 21
Lincoln 22
Mason 23
Okanogan 24
Pacific 25
Pend Oreille 26
Pierce 27
San Juan 28
Skagit 29
Skamania 30
Snohomish 31
Spokane 32
Stevens 33
Thurston 34
Wahkiakum 35
Walla Walla 36
Whatcom 37
Whitman 38
Yakima 39
Out-of-State 40
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Chapter 335
Inventories
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35.10  Inventories
Section Title ggfteective Nllzla:lglfer
35.10.10  Policies in this chapter are minimum standards May 1, 1999 280
35.10.15  Authority for these policies May 1, 1999 281
35.10.20  Applicability May 1, 1999 281
35.10.25  Agency responsibilities June 1, 2014 281
35.10.35  Agencies may select among inventory alternatives May 1, 1999 282
35.10.40  Reporting requirements for inventories June 1, 2014 282
35.10.45 Inventory valuation methods June 1, 2005 282
35.10.50  Inventory systems May 1, 1999 283
35.10.55  Who should conduct the physical inventory? May 1, 1999 284
35.10.60  Physical inventory instructions May 1, 1999 284
35.10.65  Physical inventory reconciliation and documentation May 1, 1999 284
35.10.70  Retaining inventory records May 1, 1999 284
35.10.75  Lost or stolen property May 1, 1999 285

35.10.