



OUTLINE FOR AUXILIARY MANUAL

Objective – To provide a comprehensive, easy-to-understand handbook for use by Auxiliary account managers and directors to promote sound financial management.
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A. “Request to Establish…” Form

B. AD359

C. ASB Approval
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B. Internal Controls
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E. Management Reviews of Account Activity Performance & Budgets

F. Annual Auxiliary Information Form

IV. Rates for Goods/Services

A. General information for Enterprise and Other Activities

B. Special compliance for Service/Recharge Activities

V. Records to keep 

A. Historical Information File
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Purpose of Providing Auxiliary Manual

One part of the University’s responsibility is to identify and implement policies and procedures that will lead to and ensure that each auxiliary activity will meet its financial obligations and remain profitable.  Once policies and procedures have been established, the University should provide guidance and training in them.  To ascertain that the policies and procedures are being followed, the University will also perform periodic audits and/or reviews.

It is the responsibility of the Department/Division/Area to be in compliance with the University guidelines and any other applicable requirements (such as the Federal OMB Circular A-21).  The individuals, including the account manager, fiscal personnel, and the departmental chair, who are responsible for the account must make decisions that are within the University’s guidelines, monitor compliance with the regulations, and assure that complete records are kept.  

Information used in developing the Auxiliary Manual was based on a review of on-line business plans, on the research and review of supporting documentation for the Revision of the Auxiliary Policies and Procedures, numerous committee meetings attended, many telephone calls from account mangers requesting assistance with auxiliary accounts, various meetings and discussions with other University personnel related to helping auxiliary account managers, preparation for Auxiliary Training both in the Inspector General’s Office and the Budget Office, and good general business practices.

This document is intended to be a continuously updated source of current and applicable guidelines to assist account managers in fulfilling their responsibilities related to auxiliary accounts.

I. General Information on Auxiliary Accounts

A.
University Policy

Within the University setting, there are four basic types of accounts, or budget entities, including Educational and General (E&G), Contracts and Grants (C&G), Local Funds (which include Student Activities, Vending, Scholarships, Loans, Agency Funds, and Athletics), and the Auxiliary Fund.  Each of these budget entities is different because of the policies and regulations that govern their operations.  E&G has the largest dollar amount in budget (around 51%- 52%) with the other three almost evenly dividing up the rest of the total University budget.   

All general University policies and procedures apply to all types of accounts, including auxiliary accounts.  The Controller’s website includes such on-line policies and procedures as payables, travel, property, payroll, construction capitalization, and cash handling procedures.  All types of University accounts, except for Contracts and Grants, use the FSU Department ID Form for new accounts, account changes, and account closings.  All accounts must submit budget annually, and all accounts should be regularly reconciled.  Beginning with the fiscal year of 2001-2002, university wide depreciation will be reported on FSU’s financial statements.

However, there are additional procedures to which auxiliary accounts are subject.  Auxiliaries are by definition, revenue generating business type activities.  As such, they operate primarily on a cash basis, much like any other business would do.  To establish an auxiliary account, the procedure is more complicated than just completing a simple form to acquire a new account number; a formal “Request to Establish an Auxiliary Account” must be completed, reviewed by the Budget Office, and finally approved of the Auxiliary Service Board (ASB).  When a new auxiliary account is established, rates or pricing methodologies must be determined for the sale of the goods or services that the auxiliary activity will be providing.  These rates or pricing policies should be established based on the costs it takes to provide the goods or services to the customers.  While the University reports depreciation on a University wide basis, auxiliary accounts, since they are like individual businesses, should calculate depreciation expense on an account basis, and include this expense in the costs.  Annual Auxiliary Information Forms must be completed and submitted annually to report primarily the financial activities of each account.  When the annual budget is submitted, if the budget requested exceeds last year’s expenditures by more than 12%, an explanation must be provided for the projected increase.

Knowing which policies and/or procedures apply to auxiliary accounts make the task of managing an auxiliary account much easier.

I. General Information on Auxiliary Accounts

B.
Types of Accounts

Auxiliaries are primarily revenue-generating accounts that operate on a cash basis.  Although some of the accounts do not generate revenues, they do receive cash in the accounts, usually in the form of transfers from other accounts or perhaps from interest earnings.  The different auxiliary account types are generally determined by the type of activity and who the customers are that purchase the goods or services.  There are three main types of auxiliary accounts:  Enterprise, Other Activities, and Service/Recharge.  Other types of accounts include the Lab accounts, Controller Accounts, and Budget Accounts

The Enterprise Auxiliary accounts are those specifically for the sale of goods or services primarily to students, faculty, and staff.  These types of accounts are almost always self-sufficient, in that the staff working in these areas are supported by the revenues generated.  These activities normally have pricing policies, although some areas, such as housing, have rates that must be approved by a board or committee, other than the ASB.  Typical enterprise auxiliary accounts include housing, parking, food services, bookstore, computer store, laundry, and card center.  There are some enterprise auxiliaries that provide a service to students, faculty, or staff, such as transcripts or orientation, but are not self-supporting.  The charges for these services are for costs beyond those born by the E & G budget, and are received in an auxiliary account as revenues.  Enterprise auxiliary accounts often generate a profit, which is then often used to provide other services to the University.

Other Activity Auxiliary accounts are those which provide a good or service to customers other than students, faculty, or staff.  This may include Educational activities, where goods or services are produced as a bi-product of training students.  An example of this type of auxiliary would be the Psychology Clinic.  This may also include goods or services produced in an academic department for which there is a market, but few providers.  Although not necessarily for the training of students, often OPS students are employed to help provide these goods or services.  An example of this auxiliary would be the Urban and Regional Planning Auxiliary.  Customers for Other Activity Auxiliaries include the general public, some businesses, some government entities, and other groups.  Other Activity Auxiliary accounts are able to generate a reasonable profit, in order to provide for future activities or equipment.  All profits beyond the break-even point must be used for the activity or University in some way.  These auxiliary activities are not to be confused with Sponsored Research activities.  If the auxiliary account activity requires written agreements or contracts, these must first be reviewed by someone in Sponsored Research to make sure that this particular activity does not belong in Sponsored Research.

Service Departments or Recharge Centers provide goods or services primarily to other University departments.  Where Service Departments usually provide to all other departments, the Recharge Centers usually provide only to their own department or perhaps to their department and only one other department.  These auxiliaries are not allowed to make a profit and are required to break-even over time.  Examples of service/recharge auxiliaries include telecommunications, OTI, animal labs, and printing services.  

Other auxiliaries include the Lab/Materials and supplies fee accounts, which by Florida Statute are required to be an auxiliary account.  These fees are established by the University, collected with tuition and other fees, and then transferred to the appropriate auxiliary account.  Florida Statute also dictate how these fees are to be spent for the students.

Controller’s auxiliary accounts and Budget Office’s auxiliary accounts exist to facilitate necessary administrative functions, and do not generate revenue themselves.  Overhead auxiliary accounts are also administrative accounts which are used to pay for administrative and financial services provided to all auxiliary accounts.

I. General Information on Auxiliary Accounts

C.
Comparison to E&G Accounts

Many of the auxiliary account managers will also be account managers for E&G accounts, so there are some important differences of which the manager will need to be aware.

With E&G, budget is the equivalent of auxiliary cash on hand.  E&G is the only budget entity at FSU where the funds come directly from State revenues.   The Board of Regents (BOR) receives funding from the Legislature, and then the BOR allocates this appropriation from the Legislature to the various universities within the State University System.  (Subject to change based on apparent Legislative intent to dissolve the Board of Regents.)  This part of the University’s funding operates much like that of State Agencies.  By giving the University budget, the Legislature (through the BOR) gives authority to FSU for a specific amount of funds to be spent from the State’s money, and which is dispersed by the Comptroller’s Office at the Department of Banking and Finance.  Once budget is booked into a specific E&G account, within certain guidelines, it can be moved from one account to another or changed from one expenditure category to another.  E&G spending and encumbrances are controlled by BUDGET.  

Individual auxiliary accounts are NOT controlled by budget.  Although auxiliaries are required to have budget in each account, actual auxiliary spending itself in not controlled by budget, but by the amount of cash that is available to the account.  While individual account spending is controlled by cash, not budget, it is still necessary that the overall auxiliary fund have enough budget in the appropriate categories to allow spending to take place.  Totally unlike E&G accounts, no funds from the Legislature are given to any auxiliary account.  Auxiliaries are basically revenue-generating activities, and operate much like independent businesses, although their activities must support the University’s instructional, research, or public service mission in some manner.  Some of the accounts, while not revenue-generating activities themselves, may receive cash from other activities that are related to the University in some way, and since they receive cash, must be deposited into a budget entity that is operated on a cash basis.  

II. Establishing an Auxiliary Account

A.
“Request to Establish…” Form

When a department/area wants to provide a new type of good or service and charge a fee for it, they need to request that a new account be established into which the revenues can be deposited.  In order to establish a new account, a request form must be completed and submitted to the Office of Budget & Analysis.  The Office of Budget & Analysis will review the form for appropriate signatures, for completeness, and for appropriateness.  Once the information has been determined to be satisfactory, a recommendation will be made to the Auxiliary Service Board (ASB).  Please go to:  www.budget.fsu.edu/forms/index.html.   Most forms are in pdf format or MS Word; click on the one preferred.

The description of the activity must be clearly stated, along with the specific sources of all revenues expected.  The purpose or objective of the activity must clearly support the mission of instruction, research, or public service of the University.  The financial plan must be reasonable and reviewed for accuracy, and must provide assurance that the expenditures will not exceed the revenues.  It is important that the person assuming the duties of the account manager has financial training and/or experience and has internal controls training.  If revenues will be collected by the department/area, the person collecting revenues must be certified in cash handling procedures.  Some activities may generate revenues that are subject to the Federal Unrelated Business Income Taxes (UBIT) and/or State sales taxes, and require that taxes be collected and submitted.  (The Tax Administrator in the Controller’s Office can provide information on this.) 

It is also important that the Dean or Director completely understands all requests for new accounts in his/her department/area, as he/she is ultimately responsible for the account, and in the event that the revenues do not meet the financial obligations of the activity, it is the Dean’s/Director’s responsibility to provide the necessary funding to cover the obligations.

Also at this time, the methodology for the prices for the goods or services must be determined.  All costs of the activity must be considered, but for all service departments, the Federal requirements must be followed.  Internal users (departments) must be charged the same rates regardless of billings to Contracts and Grants.  (Section IV has further discussion concerning this.)

The process of establishing a new auxiliary account usually takes several weeks.

II. Establishing an Auxiliary Account

B.
FSU Account Form - FSU Department ID Form
An FSU Account Form – FSU Department ID Form - must also be completed and attached to the Request to Establish an Auxiliary Account Form.  The Account Form is the paperwork that actually provides for the assignment of an account number, states the general ledger recipient for the account, and provides the authorized signatures of individuals who have authority to dictate financial transactions for the account.  The signature of the dean/director/vice president is also required, as that office will ultimately be responsible for any unpaid liabilities incurred by the account.

Instructions for completing the Form and the Form itself is on the Budget Office website.  After the Form has been completed and submitted with the Auxiliary Request Form to the Budget Office, and once the ASB approves the establishment of the new account, the FSU Department ID Form will be input into the OMNI system.

The FSU Department ID Form is also used for changes to the ledger recipient, authorized signatures, the occasional account name change (usually when there is another account with the same name), and for deletions of accounts that are no longer operating.  This form is also used for E&G accounts and Local Funds accounts.  C&G uses a different form for all of their accounts, and it can be obtained from the C&G Accounting Office.

For downloadable forms, go to www.budget.fsu.edu/forms/index.html.  Most forms are available in pdf format or MS Word.  The instructions for completing the FSU Department ID Form are also available there.


II. Establishing an Auxiliary Account

C.
ASB Approval

Once all of the paperwork has been completed and submitted to the Budget Office, the information will be completely reviewed.  Each request is then further reviewed by the ASB Sub-Committee, usually a week before the regularly scheduled ASB monthly meeting.  The Sub-Committee will discuss the request in great detail, and may have more questions that will need to be addressed by those requesting the account.  Based on the type of account, the Sub-Committee will then make a recommendation to the ASB to approve or not approve the establishment of the account and advise the Board what rate of auxiliary overhead assessment that the account should be responsible for.

At the next regularly scheduled ASB meeting, the request for a new account will be discussed, and if the Sub-Committee left the previous meeting with unanswered questions, those questions and answers will be addressed, usually by someone in the Budget Office or occasionally by the individuals requesting the account.  The ASB will consider the recommendations by the Sub-Committee, and will determine approval of the account.  

To be considered at the next monthly ASB meeting, all paperwork must be completed and submitted by the middle of the previous month.  Various reasons could cause further delays, such as:  incomplete or unclear explanations, rates and/or methodology not submitted, forms not completed correctly, or questions raised by the Budget Office or ASB where more explanations and discussions are needed.

III. Responsibilities of Managing the Account

A.  Written Policies and Procedures for the Auxiliary Activity

Every auxiliary account should have written policies and procedures.  It is important that information about the day-to-day operations of the activity be documented.  This documentation should record where the revenue comes from, which positions in the office perform which duties, who is responsible for the various aspects of the activity, and any special processes or other noted information about the activity.  This information should be documented well enough and detailed enough so that a new person coming into the office could read the policies and procedures and know what is expected of him/her.  Remember that all office/departmental policies and procedures must be in compliance with the University policies and procedures.

III. Responsibilities of Managing the Account

B.  Internal Controls

APPROVALS AND AUTHORIZATIONS

Each department/area should keep an updated list of who in the department has the capability of approvals.  Approvals should be done after a review of supporting documentation.

Each authorized signature on an account should have established monetary limits in accordance with the University policy.  There should be no blank signed forms for anyone’s usage, nor should rubber stamped approvals be used.  If a person with authorization allows someone else to sign for him/her, the signature should indicate that it is done for another person.  For example, perhaps the dean of a college allows the business manager to sign for him.  The signature should be either:  “Mr. Business Manager for Dr. Dean” or “Dr. Dean by Mr. Business Manager.”

SEGREGATION OF DUTIES

Although it is often difficult in small departmental areas, the segregation of duties is a key issue of internal controls.  Whether cash collections, payroll, and/or purchasing, one individual should never be responsible for all financial activities.  Besides the obvious opportunities this allows for theft or fraud within the University, it also shifts a tremendous amount of responsibility, and possibly later blame, on just one person.  Various fiscal duties are not compatible with others; for example, the same person should not enter and approve a purchase order, receive the merchandise, approve the payment, and then reconcile the ledgers.  At least two, and better yet, three or four people needed to be involved in the various processes.

For additional assistance on internal control matters:  review the Internal Control Self-Assessment Checklist on the Inspector General’s website, read the University on-line policies and procedures on internal controls, or contact the Internal Control Assessment area in the Controller’s Office.

III.
Responsibilities of Managing the Account

C. Revenues and Cash Collections

Operating revenues are the payments received for the goods or services provided by the auxiliary activity.  An account may also receive non-operating revenues, such as interest earnings, which are payments or cash received that is not attributable on the activities, or operations, of the activity.

Although the typical, by definition auxiliary is a revenue generating activity, some of the accounts the University has classified as an auxiliary do not provide a good or services to generate revenue.  Some accounts receive revenues or a transfer of cash from some other activity at the University.

The account manager must know the sources of the revenues or transfers-in to the account.  The account manager must be able to distinguish the different revenues received into the account.


Before expenditures are made from each account, the accounting system (FLAIR/SAMAS) checks to make sure there is sufficient cash in the account.  For auxiliaries, the cash-in-state on the ledgers or SACN show the amount of cash.  The Fund Balance is the amount of cash the account had at June 30 and remains the same for the entire fiscal year.

Accumulated cash should have a purpose.  Perhaps the accumulation is due to accumulated depreciations and is to be used to replace equipment.  Whatever the purpose, it should be within the goals of the activity.

III. Responsibilities of Managing the Account

D. General Ledgers and Reconciliations

General ledgers for each account are sent to the account’s ledger recipient on a monthly basis.  These ledgers detail the revenues and expenditures of the account for the past month, and should be completely reviewed on a regular basis, usually monthly, for correctness.  Although not frequent, mistakes can occur.

Most of the account managers have an accounting software program or use a spreadsheet, such as Excel or Lotus, to keep track of the account’s transactions.  It is important that the program or spreadsheet is regularly reconciled to the general ledgers.  The ledgers are part of the University’s official financial records, so any discrepancies within the account need to be resolved timely.

The following pages provide direction for Reconciling Financial Activity.

RECONCILING FINANCIAL ACTIVITY

I.  Importance of Reconciliation

A. Why accounts should be reconciled:

1. To ensure that only valid, authorized purchases are made

2. To ensure proper recording

3. To identify duplicate payments

4. To ensure all funds received are deposited

B. Examples of Reconciliations.  Comparing:

1. Billing documents to billing summaries

2. Funds collected to accounts receivable postings

3. Collections to deposits

4. Deposits to ledgers

5. Inventory changes to amounts purchased and sold

6. Physical inventory counts to inventory records

7. Payroll certification to payroll registers

8. Departmental records of revenues, expenditures, and payroll to ledgers

C. Costs of not reconciling

1. Poor decisions may be made due to inaccurate financial statements

2. Errors not identified timely are much more difficult and costly to correct.

3. Missing funds or unauthorized purchases may go unnoticed causing a financial loss to the unit.

D.  Reconciliations should be performed by one who does not have any responsibility for:

1. Receiving goods

2. Collecting cash

3. Distributing pay warrants

4. Approving payroll or purchases

5. The individual who initiates or prepares documents for approval may perform the reconciliations as long as there is an independent review.

II.  Steps to Reconciling Accounts

A.  Compare primary documents to the transactions recorded on the ledgers

1. Primary documents include:

a) Expenditure package (requisition, invoices, document of receipt)

b) Deposit back-up forms with receipt

c) Payroll certification and payroll registers

d) Actual cash, property, or inventory on hand

2. Ledgers are the summaries received in report form from central accounting

B.  Identify outstanding items

1. Outstanding items include:

a) A deposit made to the Cashier’s Office that has not been recorded.

b) A travel voucher, invoice, or request for reimbursement, which has not been processed or recorded.

c) A payroll or expenditure transfer form that was submitted but has not been processed.

2. These items should be documented.  At a minimum, record:

a) The date the item was submitted

b) A description of the transaction

c) The amount of the transaction

3.  Additional requirements for outstanding items:

a) Records should be kept for transactions that has been outstanding for more than 60 days 

b) Explanation of what is being done to resolve the problem should be noted

C.  Identify posting errors and unauthorized transactions.

1. Posting errors and unauthorized transactions include:

a) Duplicate vendor payments

b) Posting of transactions twice

c) Posting transactions to the wrong account

d) Vendor or amount of payment is incorrect

e) No support for the transaction in departmental files

2. These items should be documented.  At a minimum, record:

a) Date 

b) Transaction number

c) Vendor (if applicable)

d) Description of transaction

e) Any action take to resolve problem

D. Identify outstanding commitments/encumbrances

1. Encumbrances are important when reconciling.

a) Encumbrances affect the financial status and the availability of funds.

b) Valid encumbrances are an obligation of the university.

2. Commitments/encumbrances include:

a) Expenditures that have been authorized, approved or promised but the goods or services have not been received or the invoice sent.

b) Approved travel that has not occurred or traveler has not submitted a reimbursement request

c) Payroll expenditures committed but not expended.

3.  Documenting commitments

a) They should be documented like other recorded transactions.

b) Date incurred, anticipated to occur, or approved should be documented

c) Vendor or traveler should be noted

d) Description should be documented

e) Amount should be documented

E. Summarize the results of reconciliation

1. Once the process is complete, the reconciliation should be documented. 

2. The nature of the account and volume of transactions determines the complexity of the reconciliation.

3. Simple Accounts:  Low volume, No Internal Records

a) Copy of the ledger with check marks indicating cleared items and preparer’s and approver’s signature and date.

b) Adding machine tape of outstanding items (reviewer would need the pending file) or list of these items (can be on bottom of ledger)

c) List of errors and unauthorized transactions

d) Commitments/Encumbrances

4. Average Account:  Internal Records, Reconciliation Worksheet

a) Copy of the ledger and Internal Record’s transactions for the month and cumulative balance.

b) Reconciliation Worksheet showing:

1) Ending balance per Internal Records

2) Less outstanding items and commitments/encumbrances

3) Plus/minus errors and unauthorized transactions

4) Equals ledger balance

3.  Complex Accounts:  Usually high volume, Internal Records, Worksheets

a) On or attached to Worksheet should be 

1) Detail of outstanding items (may be generated by Internal Record system)

2) Detail of commitments/encumbrances (may be generated by Internal Record system)

3) Detail of errors and unauthorized transactions

F. Preparer should sign and date reconciliation

G.  Have reconciliation reviewed

1. Reviewer’s responsibilities include:

a) Be independent of the record keeping and reconciliation functions

b) Agree the balance per the ledger and internal records to the reconciliation

c) Review outstanding items, commitments, and errors or unauthorized transactions for reasonableness, timely resolution, and adequate documentation.

d) Scan ledgers and internal reports for unusual transactions.

e) Follow-up on unusual or untimely items with preparer

2. Sign and date the reconciliation indicating review and approval.

III.  Responsibilities of Managing the Account

E. Management Reviews of Account Activity Performance & Budgets

Since an auxiliary is essentially a business activity, it is important that good business practices be used in managing and operating each account.  Every business should have a financial plan, along with its objectives and short and long-range goals.  Plans and goals should be evaluated and revised on a regular basis.  In keeping with this necessary step for a successful activity, the University requires that a budget be submitted annually to the Office of Budget & Analysis through OPBN, normally near the end of July each fiscal year.  

Before a budget can be submitted for each account (or group of accounts for activities like the Health Center, CPD, etc.), an evaluation needs to be performed of the previous year’s financial activity: (1) compare the budget to the actual expenditures; were the revenues and expenditures within 10% of what was projected?  If not, how much are the differences and why are there differences?;  (2) compare the current year expenditures to the prior year; and (3) see if there were any unexpected results or unusual items.  No one can predict unexpected expenditures, such as unforeseen repairs or broken equipment, large cost variances, or other unanticipated items, but normal wear and tear, replacement of fully depreciated equipment, planned increases in volume, and other normal business operations should be planned for.

After evaluating the previous year’s actual revenues and expenditures, determine what short term goals were achieved, and if there was any progress on the long term goals and objectives of the activity.  Put in writing the goals for the new fiscal year.  

A sound, realistic budget is an invaluable tool used by management to plan for expected revenues and expenditures in the coming fiscal year, and helps to control the business operations.  Having a budget helps to establish priorities in how the money will be spent.  The cash on hand from the previous year (fund equity) and reasonable, expected revenues determine the limitations of the expected expenditures.  Any cash that is planned to meet long-range goals must also be considered.    

Planned expenditures may include purchases of equipment, expected price increases for goods that may be necessary to the account, expected raises for the employees that provide services to the account, and any other items necessary for the business activity.

For some types of business activities, further evaluation may be needed in order to predict the financial direction of the activity; it may be necessary to review the account’s historical trends, trends within the type of industry, or perhaps local economic projections.

Although the budget is submitted at the account level for planning purposes, the budget is checked for available balance at the fund level, beginning September 1 of each fiscal year.  During the months of July and August, there is no budget checking at all.  This policy change has eliminated the need for budget amendments to move budget from one account to another or from one category to another.  Cash is checked for each account year-round before expenditures are actually charged to an account.

Some accounts have their own fund, so there may be times when requests by these account managers must be made to the Budget Office to move budget within the fund from one category to another.  This would include accounts such as Working Capital Trust Fund accounts, parking, some housing accounts, and most of the debt service accounts.  Budget must be in the correct category in the fund before expenditures can be made from those categories.  

III. Responsibilities of Managing the Account

F.   Annual Auxiliary Information Form

Auxiliaries, as a group, are reported on the University’s financial reports.  As individual accounts, the financial reporting is done through the completion of the Annual Auxiliary Information Form.  The account manager uses the end-of-year general ledgers, along with the informational records from the accounting software program or spreadsheet to complete the financial information pages of the Aux Info Form.  It is important that the types of revenue (operating, non-operating, transfers-in) be separated on this so that the actual operations of the account can be evaluated.

If the activity/account has an inventory of goods for sale (such as the Chemistry stockroom), records tracking this inventory must be kept and recorded on the financial information pages.  This shows the cost of the goods actually sold during the fiscal year, rather than just the purchases of inventory made during the year.

If the FSU property records show equipment designated to the account, the value of the equipment inventory must also be recorded on the financial information pages of the Aux Info Form.  This is also where the depreciation expense and accumulated depreciation would be reported.  Remember that building depreciation expense into the rates is the appropriate way to set aside cash for future replacement of equipment.

The Annual Aux Info Form also requests general account information and is required to be signed by the dean or director responsible for the account.  An abbreviated budget for the new fiscal year’s revenues and expenditures is also requested.  This is just a summary of the expected revenues and expenditures of the detailed budget required for the annual budget submission.  The Form is due to the Office of Budget & Analysis by August 31 of each fiscal year.  As this same info is used in the yearly account analysis, many departments/divisions/areas complete the Aux Info Form at the same time the budget submission is due.

IV. Rates for Goods/Services

A.
General information for Enterprise and Other Activities
For revenue-generating activities that are either Enterprise or Other Activities, the rates or pricing policy should allow for a reasonable profit.  The prices charged for the goods or services should cover all direct and indirect costs related to the good or service, and should also allow for growth of the activity.  Other considerations would be for equipment replacement and purchases of other new equipment, along with a sufficient account cash balance to insure that the account does not operate in a deficit.  Although there is a certain amount of discretion allowed in determining a reasonable rate, excess cash balances must be justified by the long and short-range goals of the account activity.

The rates/pricing policy should be reviewed annually with the overall account activity review.  The adequacy of the actual rates charged should be evaluated to make sure that they are sufficient to allow for the long and short-range goals.  Generally speaking, costs continually go up.  This usually means that the rates should increase accordingly.

A copy of the current fiscal year’s rates or pricing policy must be sent annually to the Budget Office, whether or not there have been any changes from the previous year.  These rates should be submitted in August for each new fiscal year.

IV. Rates for Goods/Services

B.
Special Compliance for Service/Recharge Activities 
Many of the requirements of the Service Departments/Recharge Operations are dictated by Federal regulations (OMB A-21).  Therefore, it is important that the account manager knows what type of auxiliary account he/she is managing.  If the account is a Service Department/Recharge Operation, essentially the same rules apply to the auxiliary accounts that also apply to the Sponsored Research accounts.  The Feds are specific as to what costs can be charged to a Federal contract or grant.  The Feds also require that treatment of these costs must be applied consistently.  This means that only specific costs can be used to determine the rates (or service rates) of the goods/services provided by the auxiliary account to the FSU departments.  The account manager of a service department must be familiar with the rules that govern the Sponsored Research accounts, and must help to ensure that unallowable costs are not used in the rate development.  Service departments/recharge operations are required to operate at a break-even, and should not have more than two months of cash on hand at any time during the year.  This equates to approximately 15% of the annual expenditures.  This also means that the rates must be evaluated at least annually to determine if the rate is providing a break-even operation.

It is mandatory that service/recharge rates be reviewed at least annually to make sure that the activity is continuing to operate at a break-even.  This review should be performed at budget preparation when the whole account is being evaluated.  Documentation of this review must also be kept on file for possible audit purposes.

Sponsored Research has compliance information on their website, and the account manager should be familiar with this and understand how it applies to the account.  Please see the Division of Sponsored Research’s Policies and Procedures web page at www.research.magnet.fsu.edu/contractsgrants/policypro.html, specifically the sites for “Cost Accounting Standards” and “Unallowable Costs.”

V. Records to Keep

A.
Historical Information File
It is important that complete, historical information be kept on file for each auxiliary account.  For most accounts, this will include a copy of the original “Request to Establish an Account” Form, a copy of the AD359 submitted to establish the account, and the rate methodology with the effective date.  This provides a complete basis for the objectives and mission of the account, what the financial plans included for the first three years, who actually approved the account, who has authorized signature on the account, and who is receiving the ledgers for the account.

This information is very valuable when the yearly analysis is done to plan for the next fiscal year.  It provides direction and a baseline of the expectations of the operations.

For some of the accounts that were established many years ago, this valuable information has been lost.  It is important that the account manager recreate as much of this information as possible, so that there is some guideline for the future.  The objectives and/or mission of the account should be reestablished after discussion with the dean/department chair/director, and this information should be documented with applicable dates.

This information is also very valuable when the account is given to a new fiscal account manager.  In order for the new person to effectively handle an account, he/she must know as much about it as possible.  The information should also be in one place, the file should be organized, and the file should be in a specific location. 

When an approved revenue-generating activity has ceased operating, the auxiliary account needs to be closed.  An auxiliary account cannot be used for an activity different for which it was originally approved by the ASB.  The department does not have the authority to change the purpose/objectives of an auxiliary account.  Records must be maintained in compliance with the State records retention guidelines after the closing of an account (evidence of the date of closing on FLAIR/SAMAS should be kept for verification).

Records to keep for historical information file:

1. Copy of “Request to Establish Account” form and AD 359

2. Original Rate methodology with effective date

V.
    Records to Keep

B.
File of each Fiscal Year
A new file folder should be set up for each new fiscal year.  This file should include a copy of the annual rate review documentation, any adjustments made for the new fiscal year, and any other notes or supporting information (spreadsheets, etc.) that apply to the rates.

This file should also include a section about the projected budget for the next fiscal year.  This would contain information about the long and short-range goals, what was achieved during the last fiscal year, and the projections for the new fiscal year.  Remember that a budget increase of more than 12% over the last year’s actual expenditures must be documented and sent to the Budget Office.  

A copy of the last fiscal year’s completed Annual Auxiliary Information Form should also go into the File.  A good time to complete the Aux Info Form is when the annual evaluation is done for budget projections.  The Aux Info Form includes most of the information that should be reviewed during this time.

In addition, there may be additional notes, memos pertaining to the account, perhaps miscellaneous comments about the account, or any other relevant information.  These should also be kept in the file.

As with the Historical Information File, these Fiscal Year files should be easily obtainable and kept together in a specific area.

Please access site: www.vpfa.fsu.edu/records/ for information on the Records Management Program, including disposal, storage, retention schedules, etc.  The retention schedule covers the minimum time frame that records must be kept, but it may be important for the department to keep records for a longer period of time for activity reviews, prediction of market trends and fluctuations, and for annual growth information.  Also note that for sales tax purposes, the Tax Administrator informed us that the Department of Revenue can request records for the prior five years.

Records to keep in file for each fiscal year:

1. Copy of Annual review documentation

2. Projected budget for next fiscal year

3. Copy of each year’s Annual Aux Info Form

4. Any additional notes, memos, etc.

This Manual is intended to provide assistance to account managers and is not designed to replace any governmental, University, or departmental authoritative guidelines.

Office of Inspector General

October 25, 2001


