CHAPTER 6. COST ACCOUNTING

SECTION A. GENERAL

6A.01	INTRODUCTION

a.	This chapter prescribes the "Cost Accounting" policy of the VA.  It has been developed in full recognition of the principle that financial management reaches its maximum potential through the use of cost data as a means of control.  Consistent with this principle, the objectives of the cost accounting system are to furnish management with a basis for:

(1)	Analyzing actual cost in relation to predetermined standards and judging the effectiveness of management in accomplishing objectives.

(2)	Comparing cost of comparable functions in similar situations.

(3)	Developing cost consciousness and cost responsibility at all operating levels.

(4)	Establishing budgetary controls and estimating fund requirements.

(5)	Long-range program planning.

b.	A uniform system of accounts is prescribed to obtain cost data susceptible to VA-wide consolidation, and policies are prescribed only to the extent necessary to assure the compilation and reporting of such uniform data.  It is not contemplated that cost accounting records will be alike in every detail.

c.	The system of accounts has sufficient flexibility to permit maximum adaptation to varying conditions existing at all operating levels.  This flexibility is provided to meet management needs in large or small stations and peculiar conditions due to climate, type of facility, or other causes.  Within the established framework, additional accounts may be established as needed, but such accounts must be subject to consolidation into prescribed accounts.  Proper administration of the system requires the application of recognized accounting principles and techniques in order to:

(1)	Analyze, evaluate, and classify all transactions having cost accounting implications.

(2)	Determine that local procedures are in conformity with prescribed policies.

6A.02	SCOPE AND APPLICABILITY

The cost accounting system, integrated with the general ledger, will be maintained for all stations and activities for which fiscal operations are performed.

6A.03	RESPONSIBILITY

a.	The Fiscal Officer, through the Chief, Accounting Section, is responsible for the development and maintenance of the integrated cost accounting system, in accordance with local requirements within established cost accounting policies of the VA.

b.	Final responsibility for the technical aspects of the cost accounting system and the validity of operating and management data derived therefrom devolves upon Fiscal activity accountants.  However, the unqualified support and cooperation of all staff and operating personnel in making available basic information and data that have accounting implication is essential in order that maximum benefits may be derived from the system.

�6A.04	COST ACCOUNTING PRINCIPLES

a.	The VA cost accounting system embraces the areas of operating expense, income and allowances, and asset acquisitions.  It follows direct cost concepts of charging costs (to carry on an activity or operation, or to complete a unit of work) to the department, function or person directly responsible for their incurrence and control.  It portrays the cost of doing a job.  In its final application it is a "tool of management."

b.	The cost accounts are fully integrated with the general accounts of the Agency.  The validity of cost accounting data is assured by this process, and it is this factor which distinguishes the cost accounting system from a cost finding or statistical cost system.  Accounting data will be classified consistent with the assignments of responsibility for management at various levels within the VA.

c.	Detail income, expense, and asset acquisition accounts are maintained as subsidiaries to designated general ledger accounts and are reconcilable with related general ledger controlling accounts at all times.  The accounts are reconcilable with allotment accounts by taking into consideration changes in undelivered orders, accrued expenditures, and miscellaneous costs from sources other than appropriated funds.

d.	The system of accounts has been developed in conformity with the accrual basis of accounting and in accordance with applied cost concepts.  Accrual accounting focuses attention on the cost of actual performance for designated periods and provides the basis for determining the cost of the total work planned or accomplished.  It permits the development of costs, which, in contrast with obligations and disbursements, are a realistic measurement of financial performance relating to work actually done.  The strict application of accrual accounting and applied cost concepts provides for an entry in the cost accounting records covering all goods and services placed in use or consumed during a given period and excludes any goods and services placed in use or consumed in a previous or later period.  Since it is not always practical to apply these principles rigidly, some modification of the concepts will be permitted in certain specific types of transactions, in order to assist in determining the period when transactions should be included in cost accounts, the following comparison is made between obligations and applied cost.

�Subaccount

Classification�Obligations Incurred�Applied Cost��10�Personal services, and

benefits�Amount of salaries, wages including

unpaid wage rate increases, and premium

pay earned by employees and others;

amounts of uniform allowances, employeecash awards; employer's share of [CSRS, FERS,] FEHB, FICA and FELIF.  Amounts due employees for relocation expenses.

(Exclude earned annual leave until it

becomes due and payable as terminal

leave.)�Same as "Obligations Incurred," except for

relocation expenses which will be "Applied Costs" when earned and payable to the employee.��21

�Travel and trans-

portation of persons.�Estimated cost for rental of passenger

vehicles and chartered conveyances;

amounts authorized on travel authorities

will be obligated during the [fiscal year] inwhich the travel begins except for the

portions of transportation requests on

which travel has not commenced during

the current fiscal year.�Same as "Obligations Incurred" except for

beneficiary travel.  In those cases where beneficiary travel extends into succeeding

accounting periods, costs applicable to the succeeding periods should be excluded.��22�Transportation of

things�Estimated cost for rental of trucks from

Government motor pools; bills of lading

issued, travel authorities authorizing

shipment of household effects under the

Commuted Rate System will be obligated

when issued.�Same as "Obligations Incurred" for truck

rentals from Government motor pools.

Bills of lading for which transportation has commenced in the current fiscal year,

and reimbursements earned for shipment of household effects in connection with

permanent change of station.��23�Rent, communications

and utilities.�Amounts for monthly rentals, utilities andcommunication charges.  In those cases

where recurring bills cover a period

beginning in one month and ending in the

following month, the services rendered

after the latest billing date should not be

included.�Same as "Obligations Incurred."��24�Printing and

reproduction�Contracts awarded for field printing and

obligations established for orders placed

with the VA Publications Service.�Amounts for goods and services received.��25�Other contractual

services.�Orders placed and contracts awarded.  It

must be kept in mind that acceptance of

an authorization may be construed as an

awarded contract.�Amounts for services placed in use or consumed.��26�Supplies and materials.�Amounts for goods ordered or to be

issued from warehouse stock.  Obligations

will be established at time of order or just

prior to delivery from warehouse stock.�Amounts for goods received or issued.��41�Grants, subsidies, and

contributions.�Estimated monthly costs of grants,

subsidies, and contributions to States for

research and other purposes.�Amounts paid or accumulated during the accounting period.��42�Insurance claims and

indemnities.�Awards granted.�Same as "Obligations Incurred."��

e.	All applied cost will be charged directly to functional operating accounts insofar as possible.  Adjustments of cost between cost accounts will be made in accordance with adjustment policies.  Common elements of applied cost pertaining to more than one cost account may be accumulated in a specified account during an accounting period and at the end of the period adjusted to the appropriate accounts. (See Sec. G, "Cost Adjustments.")

�SECTION B. ACCOUNTS

6B.01	GENERAL LEDGER ACCOUNTS

The "Cost Accounting System" and the "Operating Ledger Accounts" prescribed by this manual are fully integrated with general ledger accounts.  The general ledger accounts are fully described in the applicable appendixes; however, those general ledger accounts relating directly to cost accounting transactions are noted in succeeding subparagraphs.

6B.02	GENERAL LEDGER CONTROL ACCOUNTS

a.	The general ledger accounts listed below are controlling accounts over related operating ledger accounts.  Each controlling account will be maintained by appropriation, Supply Fund, and "Other," as appropriate.

	471712	Work in Process-Publications Service.

	471715	Work in Process-Current Fiscal Year Acquisitions-Service and Reclamation Division.

	1721		Assets Acquired-Current Fiscal Year.

	473317	Reimbursable Services Rendered-Service and Reclamation Division.

	473362	Credit Allowance-Service and Reclamation Division.

	473363	Credit Allowances-Publications Service.

	3365		Allowances for Common Services Furnished.

	[ ]

	473372	Donated Income-Silver Recovery Program-Service and Reclamation Division.

	4011		Operating Expense-General.

	4012		Operating Expense-Personal Services.

	474025	Operating Expense-Publications Service.

	474026	Operating Expense-Books and Periodicals Division.

	474027	Operating Expense-Undistributed-Service and Reclamation Division.

	474039	Operating Expense-Maintenance and Operation of Supply Depots.

	474040	Operating Expense-Marketing Center.

	3_4042	Benefit Payments.

	3_4043	Benefit Overpayments.

	3_4044	Benefit Receivable Writeoffs.

	3_4045	Benefit Overpayments Waived.

�b.	General ledger writeoff accounts in the 4200 series contain operating data that is susceptible of analysis by function or activity.  Analysis of "Writeoffs;" i.e., disposition of capital assets through "fair wear and tear," obsolescence, etc., will not be necessary for Central Office cost reporting purposes.  However, it may be highly desirable and beneficial from a local management viewpoint to analyze the writeoffs of capital assets in operating ledgers and consider certain accounts in the 4200 series as controlling accounts.

c.	Entries to general ledger accounts 1721 and 4011 for construction appropriations will include prior year cost adjustments and price and quantity variances.  Under this procedure the monthend balance in account 4011 plus 4222 will equal the balance in account 2229 for general administration.  The balance in account 1721 will equal the balance in account 2229 for projects.

d.	General ledger entries for construction work performed under formal contract will be made from journal vouchers supported by a copy of the contract progress report prepared at the close of each month by the resident engineer or other designated official.  The "Value of Work Installed in the Current Period" as reported on the contract progress report will be recorded as of the end of the month as a debit to asset acquisitions and a credit to accounts payable.  The "Value of the Work Installed in the Current Period" includes the value of any materials incorporated in the work during the month for which advance payment was previously made to the contractor under the terms of the contract.

6B.03	OPERATING LEDGER ACCOUNTS-GENERAL

a.	The operating ledger will be established as a record of final entry.  Ledger accounts subsidiary to general ledger control accounts maintained by appropriation or fund will be designated as the "Budgeted" operating ledger.

b.	"Budgeted" operating ledger accounts will reflect transactions relating to the following appropriations:

	36_0151	36_0160		36_/_0182

	36_0152	36_/_0161	[36X4538]

The relationship of various operating ledger accounts and account series to appropriations is shown below.  In no instance will "Budgeted" operating data be reflected in operating ledger accounts other than those shown as relating to the particular appropriation, as indicated.

Appropriation	Operating Ledger Account Series

36_0151	1000 (Except 1680)

	2100

	2200

	3000

	5100

	5600

	5700

36_0152	8000

36_/_0182	8000

36_/_0161	8100

36_0160	8200

	8300

	8400

	8500

	8600

	8700

[36X4538]	[3000 & 8997 & 8998]

NOTE: For purpose of identification and uniformity the number 8 is shown as the first digit in the DM&S cost center series.

c.	The operating ledger will be further divided into an "Expense Section," an "Income and Credit Allowance Section" and an "Asset Acquisition Section." Analysis accounts applicable to each of these sections will be required to provide specific cross classifications or secondary breakouts of operating data in support of agency budgetary and statistical submissions.  Subsidiary accounts within each section of the operating ledgers should be grouped by general ledger controlling account to facilitate reconciliation with the general ledger.

d.	Distribution ledger sheets will be used when operating ledgers are maintained manually.  Entries to operating ledger accounts will be made from journals and other records of original entry which have been analyzed, totaled, and entered in respective general ledger controlling accounts.  Direct postings to records of final entry are authorized when operating ledger accounts are maintained on a mechanized basis.  It is essential that entries in subsidiary expense, income, and other operating ledger accounts be synchronized with entries in the general ledgers, and, when appropriate, in the allotment accounts.

e.	The operating ledgers will be established each year as of October 1 and will be a record of operations under all operating appropriations as well as operations that are funded from sources other than appropriations or funds available to the station concerned.  Benefit payments, insurance appropriations and funds are excluded.

f.	The accounts will be maintained on a fiscal year-to-date basis and will be balanced with the total of the respective general ledger controlling accounts.  At the end of each fiscal year, after balancing the accounts, accounts of the subsidiary ledger will be ruled and retained in accordance with current record retention instructions.

g.	Operating accounts are tailored to the agency organizational structure and to assigned responsibilities consistent with budget presentations so that performance can be measured and evaluated.  They are designed to meet the needs of management at all levels, and are developed on the following basic premise to give continuity to the analysis of VA operations by activity:

(1)	A cost center is a series of numerical digits assigned to a functional or organizational level of responsibility within a controlling element for the purpose of classifying and accumulating costs applicable to that particular functional or organization level; i.e., Fiscal, Supply, Pharmacy, [Medical Administration], Loan Guaranty, etc.  Cost centers are designed to facilitate identification as follows:

(a)	The 1000 series represents Central Office Staff other than operating departments, i.e., 1101 - Office of the Administrator, 1200 - Office of the General Counsel, 1800 - Office of the Controller, etc.

(b)	The 2000 series represents the Office of [Information Systems] and Telecommunications - 2100 - General Administration (Central Office Staff), 2200 - General Administration (Data Processing Centers).  Examples of cost centers under 2100 and 2200 are as follows: 2110 - Office of [the Director,] [Office of Information Systems] and Telecommunications, 2113 - Associate Director for Systems Design and Integration Management] etc., 2201 - Office of [ ] Director, 2210 - Systems Support Division, 2240 - Analysis and Control [ ] Division, etc.

(c)	The 3000 series represents the Department of Veterans Benefits - Examples of cost centers are as follows: 3010 - Executive Direction, 3030 - Veterans Assistance, 3040 - Compensation and Pension, 3050 - Loan Guaranty, etc.

(d)	The 5000 series represents the Department of Memorial Affairs - 5100 - Central Office Staff, 5600 - National Cemetery Area Offices, 5700 - National Cemetery Summary.  Examples of cost centers under 5100, 5600 and 5700 are as follows: 5111 - Office of Director, 5125 - Administrative Operations Staff, etc., 5601 - National Cemetery Area Offices, 5623 - Prospect Hill, York, PA, etc., 5701 - National Cemetery.

(e)	The 8000 series represents the Department of Medicine and Surgery.  The second digit identifies activities applicable to the department, i.e., 8000 - Medical Administration - Central Office Staff, Postgraduate and Inservice Training, and Exchange of Medical Information; 8100 - Medical and Prosthetic Research; 8200 - Direct Medical Care - VA Facilities: 8300 - Direct Medical Care - Non-VA Facilities, etc.  The third and fourth digit represents a specific function, e.g., under 8200 - Direct Medical Care-VA Facilities the cost center 8222 signifies Diagnostic Radiology, 8224 Pharmacy, etc.

�The system permits utilization of additional operating accounts within the framework of prescribed accounts at local operating levels consistent with justifiable management needs providing such data is susceptible to consolidation into prescribed accounts to meet uniform reporting requirements.  In those instances where it is not administratively feasible to accumulate and control operating data at a functional or organizational level, such data may be accumulated in an "Undistributed" account at the same level or in an appropriate specific or "Undistributed" operating account at the next higher level.

h.	Cost accounting subaccounts are prescribed to facilitate analysis of operating data by specific cost elements to meet regulatory agency reporting requirements and internal operating, reporting and managerial needs.  Definitions of cost accounting subaccounts are as follows:

(1)	A major cost subaccount identifies elements of cost by type, e.g., 10-Personal Services and Benefits; 20-Contractual Services and Supplies; 30-Acquisition of Capital Assets, etc.

(2)	An intermediate cost subaccount identifies a specific class of cost, e.g., 21-Travel and Transportation of Persons; 23-Rent, Communications and Utilities; 26-Supplies and Materials, etc.  The second digit relates to a significant class of cost within each major cost subaccount.

(3)	A minor cost subaccount identifies the kind of cost pertaining to an intermediate cost subaccount category, e.g., 1081 Physicians Full Time; 2120-Beneficiary Travel; 2620-Office Supplies, etc.  The third and fourth digits relate to a specific element of cost within each intermediate cost subaccount.

[ ]

6B.04	OPERATING LEDGER ACCOUNTS-EXPENSE SECTION

The "Expense" section of the budgeted operating ledger will be comprised of subsidiary operating ledger accounts for each of the following categories of general ledger expense control accounts:

4011	Operating Expense-General (for all accounts maintained by appropriation).

4012	Operating Expense-Personal Services.

474025	Operating Expense-Publications Service.

474026	Operating Expense-Books and Periodicals Division.

474027	Undistributed Operating Expense-Service and Reclamation Division.

474039	Operating Expense-Operation of Supply Depots.

474040	Operating Expense-Marketing Center.

6B.05	OPERATING LEDGER ACCOUNTS-ASSET ACQUISITION SECTION

a.	The "Asset Acquisition" section of the budgeted operating ledger will be comprised of subsidiary operating ledger accounts that will be maintained at levels indicated below for each of the following categories of general ledger asset acquisition control accounts:

�

471715	Work in Process-Current Fiscal Year Acquisitions-Service and Reclamation Division.

	Maintained at cost center level.

1721	Assets Acquired-Current Fiscal Year.

	Maintained at levels prescribed in appendix B.

	

b.	Asset acquisitions will be classified as "Equipment Replacements," "Equipment Additions," and "Other Improvements." Under the Medical Administration and Miscellaneous Operating Expenses, Medical and Prosthetic Research, and Medical Care appropriations, and Depot Operations under the Supply Fund, "Other Improvements" will be classified as "Replacements" or "Additions." All acquisitions of operating equipment will be treated as "Replacements" or "Additions" consistent with the following criteria:

(1)	Expenditures for equipment acquisitions will be treated as "Replacements" upon determination both that replacement is in fact being made and that the new items serve the same or a similar purpose.  If either of these conditions is not met, the total expenditure for the new items will be treated as "Additions." Acquisitions of building service systems or substantial segments of such system will be treated as "Equipment Replacements" or "Equipment Additions." Expenditures when performed under contract for the installation of building service and operating "Equipment Replacements" and "Equipment Additions" will be treated as a part of the asset acquisitions.

(2)	Equipment involved in structural changes, additions, alterations, conversions and modernizations of existing buildings, utility systems and other structures and facilities will be treated as "Other Improvements" under asset acquisitions.

c.	The "Asset Acquisition" section of the "Other" operating ledger will be comprised of subsidiary operating accounts to general ledger account 1721, Assets Acquired-Current Fiscal Year, which will be maintained at prescribed levels.  Appendix B-3 prescribes the asset acquisition subaccounts which will be used for both "Budgeted" and "Other" asset acquisitions.

�6B.06	OPERATING LEDGER ACCOUNTS-INCOME AND CREDIT ALLOWANCE SECTION

Operating accounts subsidiary to the following general ledger income control accounts will be maintained in the "Income and Credit Allowance" section of the budgeted or "Other" operating ledger at the level indicated below:

473317	Reimbursable Services Rendered-Service and Reclamation Division.

	Maintained at cost center level in the budgeted operating ledger.

473362	Credit Allowance-Service and Reclamation Division.

	Maintained at cost center level in the budgeted operating ledger.

473363	Credit Allowance-Publications Service.

	Maintained at cost center level in the budgeted operating ledger.

3365	Allowances for Common Services Furnished. (Central Office only.)

	Maintained at the minor cost subaccount level under the related cost center.

473372	Donated Income-Silver Recovery Programs-Service and Reclamation Division.

	Maintained at cost center level in the budgeted operating ledger.



6B.07	PAYROLL ANALYSIS ACCOUNTS

Payroll analysis accounts will be maintained for all operating appropriations, construction appropriations, revolving funds, [ ] trust funds and transfer appropriation accounts from which payroll costs are paid.  Total payroll analysis must equal total amount of subaccounts in the 10 series of the "Budgeted" expense and asset acquisition operating accounts.

Distribution will be made to each cost center in the 1000, 2000, 3000[, and 5000] series of accounts.  In the 8000 series, distribution will be made to each cost center under program 811 and at the program level only for programs 813, 821, 822, 823, and 824.  Under the Medical Care appropriation, distribution will be made without regard to program.  All other appropriations and funds will be distributed at levels currently prescribed.

�SECTION C. ACCUMULATION OF COST

6C.01	GENERAL

a.	The accrual basis of accounting provides for recording expenditures and a liability therefore when materials or services are received.  Further, under the accrual basis the cost of material or services is charged to expense in the period when placed in use or consumed (by the use of intervening liability accounts) rather than at the time payment is made.

b.	General ledger account for Applied Cost Adjustments-Prior Fiscal Years will be maintained by appropriation to show adjustments of applied cost which have been understated or overstated in account balances closed into the Capital account during previous years.  Prior year adjustments applicable to the construction appropriation will be recorded as increases or decreases in the asset acquisition account or Operating Expense-General Administration, as appropriate.

6C.02	ACCOUNTS PAYABLE

Accounts Payable-Federal and Other Than Federal are provided as intervening general ledger liability accounts between cost accounting transactions and cash disbursements.  Liabilities for supplies and equipment (except issues from warehouse stock) will be established at time of receipt.  At supply depots and Central Office Finance Division, liabilities for supplies issued from warehouse stock will be established just prior to delivery to using activities when the "cash sales" technique is not applied.  Liabilities established for deliveries not consummated prior to the end of the accounting period will be reversed. (See par. 3C.13g.) Properly authenticated receiving reports for materials and supplies, receiving reports for services, forms and publications, the property issue documents (VA Forms 07-2237, [60-2138], etc.), are the most common documentation evidencing the incurring of cost or the placing in use or consumption of goods or services which are processed through these accounts.  Adjustments for differences between payables applicable to prior year cost and amounts actually paid will be treated as Applied Cost Adjustments-Prior Fiscal Year.

6C.03	ACCRUED SALARIES AND WAGES

a.	Accrued Salaries and Wages maintained by appropriation or fund is provided as an intervening general ledger liability account between cost accounting transactions and cash disbursements for personal services.

b.	Accruals for unpaid salaries and wages will be established and recorded in the cost accounts as of the end of each month. [ ]

c.	Amounts of accrued salaries and wages recorded as cost at the end of each month will be reversed prior to or simultaneously with the recording of the first completed payroll.  Except for Supply Fund and construction appropriations it will not be necessary to reverse the accruals as of October 1 of each year.  When payments are made during the current year for accrued salaries and wages applicable to prior year operations, the amount of such payments should be applied to the accrual established in the prior year and to the appropriate [cash] account.  Adjustments for differences between accruals applicable to prior year cost and amounts actually paid for prior year personal services during the current year will be treated as Applied Cost Adjustments-Prior Fiscal Year.  Under this procedure, it should be recognized that when payroll vouchers cover payments from both prior year and current year appropriations, only those payments from appropriations applicable to the current year will be shown in the cost distribution and general ledger "Expense-Operating" accounts.  It is also essential that the prior year balance of salary accruals be excluded from the accrual established at the end of each month and reversed at the beginning of the succeeding month of the current year.

�6C.04	ACCRUED SERVICES

a.	Accrued Services Payable-Federal and Other Than Federal accounts are provided as intervening general ledger liability accounts between cost accounting transactions and cash disbursements for goods and services placed in use or consumed that are not supported by formal documentation evidencing such transactions.

b.	Estimated cost of travel, transportation of things, ambulance service, fee-basis services, and other contractual services are the most common type of service for which accruals will be established even though receiving reports or other specific documentation (other than provisions of contracts or authorization) evidencing the placing in use or consumption do not exist.  Accruals for such related services will be estimated on the basis of the most current data available.  Accruals for utility services and rentals will be based upon services rendered for specific billing periods.  No accruals will be established for utility and rental services rendered from the end of the billing period through the end of the month.

c.	Amounts for accrued services will be established in the accounts at the end of each month by an entry in a book of original entry, such as the "Services Distribution Journal." Direct postings to records of final entry are authorized when operating accounts are maintained on a mechanized basis.

d.	Except for accruals established at the end of the fiscal year, amounts established at the end of each month are to be reversed as the first entry of the succeeding month throughout the fiscal year.  It will not be necessary to reverse, on October 1, the accruals established as of September 30 each year.  When payments are made during the current year for accrued services applicable to prior year operations, the amount of such payments will be recorded as debits to accruals established in the prior year and credits to the appropriate disbursing authority accounts.  Adjustments for differences between accruals applicable to prior year cost and amounts paid for prior year services will be treated as Applied Cost Adjustments-Prior Fiscal Year.  Under this procedure, it should be recognized that when vouchers or schedules cover payments from both prior year and current appropriations, only those payments from appropriations applicable to the current year will be recorded in the cost distribution and general ledger "Expense-Operating" accounts.  It is also essential that the prior year balance of service accruals be excluded from the amount of accruals established at the end of each month and reversed at the beginning of the succeeding month of the current year.

e.	Payment vouchers supported by proper documentation indicating that goods or services have been placed in use or consumed during current fiscal year operations will be charged to Expense-Operating when one of the intervening liability accounts does not contain a payable or accrual.

f.	Payment vouchers supported by proper documentation indicating that goods or services were placed in use or consumed prior to the current fiscal year will serve as a basis for Applied Cost Adjustments-Prior Fiscal Year when one of the intervening liability accounts does not contain a payable or accrual for the element of cost.  Differences between the amounts of payment vouchers and those accrued for salaries, wages, services, etc., at the end of prior fiscal year will also be treated as Applied Cost Adjustments-Prior Fiscal Year.

6C.05	MAINTENANCE AND REPAIR COST

a.	Maintenance and Repair cost in the budgeted operating ledger will be segregated to show "Recurring" and "Nonrecurring" Maintenance and Repair costs.  The primary basis for distinguishing between the two is whether the work is performed on a planned repetitive basis throughout the useful life of the asset.

b.	Maintenance and Repair cost will be limited to work performed by maintenance personnel of the Engineering Division or by contract and will include reimbursable services of other Federal agencies and the Service and Reclamation activity of VA supply depots.  Policy emphasis is upon the premise that only "pure" M&R costs will be recorded in M&R cost centers.  M&R cost is to be distinguished from expenditures for operations, minor improvements, additional and replacement equipment.

c.	Repetitive "policing" actions such as washing windows, waxing floors, mowing lawns, trimming shrubbery, removing snow and refuse; machine servicing and adjustments done by equipment operators and the cost of materials and parts used by them will be treated as cost of the operating activity and will be excluded from Maintenance and Repair cost.  The following descriptive material categorizes maintenance costs:

(1)	Recurring Maintenance.  Includes preventive maintenance costs incident to the inspection, lubrication, minor adjustments and repairs performed by maintenance personnel of the Engineering Division on a day-today basis, or other regular schedule, to assure that buildings, equipment and utility systems are kept in good condition.  Includes costs of maintenance and repair items which require considerable labor and materials and are regularly scheduled within each fiscal year.  Scheduled work intended to prevent physical deterioration or to offset current deterioration will be treated as "Recurring." This includes both preventive maintenance performed on a regular schedule within each year and work such as painting performed on a regular cycle extending over a period of years.

(2)	Nonrecurring Maintenance.  Includes cost of major items of maintenance and repair which are performed on a one-time basis or less frequently than annually.  Work performed to offset deterioration which has accumulated over a period of years and which is not repeated at regularly scheduled intervals will be treated as "Nonrecurring." This includes such work as replacement of roofs, complete resurfacing of roads, major rebuilding of equipment, etc.

d.	All personal services costs and FTEE for M&R employees, including monthend accruals, will be initially accumulated in summary cost center 540.  Time analysis sheets submitted to the Fiscal activity by the Engineering Division each month will provide the basis for distributing these total costs and FTEE to applicable cost centers.  Separate time analysis records will be maintained for purchase and hire employees as distinguished from all other employees assigned to the M&R cost centers.

e.	At the end of each month, paid man-hours for each cost center will be developed from the time analysis sheets.  The percentage ratio of the man-hours for each cost center to the total man-hours will be computed for each category in subparagraph a above.  These same percentages will be utilized in developing monthend accruals.

f.	The total M&R cost and FTEE accumulated in summary cost center 540 for purchase and hire employees will be distributed to [ ] cost centers [542.] For all other employees assigned to summary cost center 540, distribution will be made to cost centers 541, 551, [and] 555 [ ]. The percentage ratio of paid man-hours for each cost center of cost and FTEE will be made by the computer.

g.	Contractual services for maintaining and repairing real property, including building service equipment and systems are Engineering M&R cost only.  Costs will be charged to cost center [542] and subaccount 2543, [provided the repair does not have an expected useful life of more than 2 years, the dollar value is not in excess of $5,000, and the repair does not extend the useful life and service capacity of the item being repaired].

h.	Contractual services for repair or renovation of expendable and nonexpendable property include cleaning, finishing, sharpening, adjusting, polishing, oil, etc., when these services are performed in connection with repair or renovation of the property.  Cost of repair or renovation of nonexpendable property will be charged to cost center 551 [or 555.] Cost of repairs to expendable property will be charged as an operating cost to the cost center for the division or service where the property is used.  Subaccount 2520 is applicable in each case.

i.	Cost of supplies and materials normally lose their identity in the service when maintenance and repair work is accomplished.  However, accounting determinations may be made to cost these items separately, such as in the purchase of replacement parts, or purchase of supplies and materials prior to, but for use in, making repairs.  Subaccount 2670 is applicable when the item to be repaired is operating equipment, building service equipment, or other real property.  When the item to be repaired is expendable property, subaccount 2620, 2632, or 2660, as applicable, will be used.

�6C.06	JOB ORDER COSTS

a.	A job-order-cost system integrated with general ledger accounts is prescribed for use in accounting Publications Service and Service and Reclamation Division operations.  Job order costs have been defined as the costs of materials, labor, and expenses necessary to complete a specific order.  Data provided by a job-order-cost system is highly significant in governmental accounting when the cost of performing jobs of varying types that require the application of materials, labor, and overhead in varying amounts serves as a basis for billing benefiting or receiving activities financed from other fund sources.

b.	All costs payable from the Supply Fund for Publications Service and Service and Reclamation Division operations are chargeable to subsidiary operating accounts applicable to each program.

c.	Accounting requisites for Service and Reclamation operations:

(1)	Costs of materials issued from the Service and Reclamation Division storeroom for repair, inspection, and other project activities will be charged initially to Work in Process-Current Fiscal Year Acquisitions-Service and Reclamation Division and applicable cost accounts.  Costs of travel, transportation, labor, other services, depreciation, and unposted supplies applicable to operations of the Service and Reclamation Division will be charged initially to Undistributed Operating Expense Service and Reclamation Division and to the Undistributed and Holding cost account at the time of computing monthend accruals and at the time payrolls, receiving reports, and other documents are received or processed for payment.  Costs will be transferred from Undistributed Operating Expense and related cost account to Work in Process and applicable cost accounts upon notification that costs have been applied to projects.  Salary rates and other service transportation, and employee travel costs cited on the daily reports will be verified with records maintained in the Fiscal activity prior to transferring costs from Undistributed Operating Expense and the Undistributed and Holding cost account.  At the time projects are completed, the costs thereof will be transferred from Work in Process to Completed Reimbursable Projects or Completed Nonreimbursable Projects, as applicable; no adjustment or transfer will be necessary in the cost accounts.

(2)	Project records in the form of cards, journals, or registers will be maintained in the Fiscal activity for each project established by the Service and Reclamation Division in order to accumulate costs applicable to project activities.  These project records will also support certified payments, and billings to vendors, carriers, other agencies, and field stations.  The project record will serve as the subsidiary record to general ledger Work-in-Process accounts.

(3)	Upon receipt of "Report of Completion of Repairs" initiated by the Service and Reclamation Division for repaired property to be placed in depot warehouse stock, the Fiscal activity will record thereon the total cost of repairs as shown on the project record for the specific project concerned and forward the form to the Stock Control Division for stock valuation purposes.

(4)	Overhead rates are prescribed as a means of distributing indirect project costs to projects thus permitting an equitable billing to field stations and others for services rendered.  Administrative overhead costs consisting primarily of shop supervision, annual leave, sick leave, and other nonproject expenses will be transferred between Personal Services and Benefits subaccounts under the cost accounts concerned.  Equipment overhead costs, representing operating equipment depreciation expenses, will be distributed on an equitable basis to depreciation subaccounts under the cost accounts concerned at the end of each accounting period.

d.	Accounting requisites for Publications Service operation (Central Office only):

(1)	Costs of personal services and benefits, travel and transportation, communications, other services, supplies, materials, and depreciation will be charged to Operating Expense-Publications Service and subsidiary cost accounts in the expense section of the operating ledger.

(2)	A depreciation schedule record will be maintained as subsidiaries to general ledger account, Reserve for Depreciation, for each item of printing and reproduction equipment in use in accordance with principles set forth in paragraph [7E.06].

(3)	Operating accounts subsidiary to general ledger control account, Receivables-Federal, will be maintained to reflect the selling price of forms and publications produced applicable to each Central Office staff activity and department.

6C.07	COST OF ANCILLARY MEDICAL SERVICES SUPPORT OF MEDICAL RESEARCH PROGRAMS

a.	Ancillary medical services support for which equitable charges are to be applied against the Medical and Prosthetic Research appropriation are those provided from Direct Medical Care cost centers 221 through 229.  When the continuity of the Medical Care ancillary service to the Medical Research program has been established, it is essential that there be an equitable distribution of costs for these services between the Medical Care and the Medical Research appropriations.

b.	The criterion to be applied against each ancillary service is whether or not this service is required for patient care, regardless of its contribution to the Medical Research program.  If the service is a part of the patient care requirement, it is to be charged against the Medical Research program.

c.	Only those services that are provided above and beyond patient care needs will be charged to the Medical Research program.  Each month a realistic estimate of the proportionate cost applicable to the Medical Research program will be developed.  An OF 1017G, Journal Voucher, will be prepared in this amount charging the Medical and Prosthetic Research appropriation and crediting the Medical Care appropriation.  Charges will be made to the applicable cost center and subaccount 2580.

6C.08	ADMINISTRATIVE SUPPORT SERVICES TO MEDICAL RESEARCH PROGRAMS

a.	Costs of administrative support service to Medical Research programs will be borne entirely by the Medical Cre appropriation.  These services include support activities such as fiscal, supply, building management (400 and 500 series of accounts), etc.

b.	Other costs to be borne entirely by the Medical Care appropriation are those for services of physicians, dentists, and nurses engaged in research work on less than a full-time basis and for whom placement on Medical Research rolls has not been specifically approved by Central Office.

c.	Costs for administrative support services, and services of physicians, dentists, and nurses engaged in research work on less than a full-time basis will continue to be budgeted and charged to the Medical Care appropriation with no part of such costs charged to the Medical Research program.

[6C.09	GENERAL STANDARDS FOR MAINTENANCE AND REPAIRS

a.	This section prescribes the Capitalization policy of the VA.  It has aeen developed in full recognition of the Accounting Principles and Standards in GAO Manual for Guidance of Federal Agencies, Title 2-Accounting (Comptroller General).  In the event that the following guidelines do not describe a situation at your facility, the Chief, Accounting Section, shall record such transactions in a manner consistent with sound judgment and accounting practices in accordance with the general principles outlined here.

b.	Purchase and hire and VA employee labor costs will not be capitalized for maintenance and repairs, minor improvements or building service equipment projects.

�6C.10	GENERAL ELEMENTS FOR M&R

a.	Consistent with the principles as prescribed in Title 2, the criteria for costing recurring and nonrecurring maintenance and repairs are as follows:

(1)	When all three criteria listed below are met you must capitalize.

(a)	The repair (i.e., maintenance, replacement, improvement), has an expected useful life of more than 2 years;

(b)	The dollar value (i.e., labor and materials) is in excess of $5,000;

(c)	The repairs extend the useful life or service capacity of the item being repaired.

(2)	The cost of assets or components removed, superseded, or destroyed in the improvement process shall be excessed.

b.	It should be recognized that not all maintenance and repairs should be capitalized, the following elements will be helpful in applying the criteria for costing.

(1)	Noncapitalized

(a)	Maintenance Cost (BSE).  BSE (building service equipment) Maintenance, done under a service contract will not be capitalized regardless of supplies and components parts that may be furnished.

(b)	Repairs Cost (BSE).  Repairs of an incremental nature on BSE, that prevents physical deterioration or offsets current deterioration, and the repair does not add to the useful value or extend the life of the BSE will not be capitalized.

(c)	Maintenance (M&R).  Maintenance and repair work of an incremental nature, that prevents physical deterioration or offsets current deterioration of real property and does not add to the useful value or extend the life of the real property will not be capitalized.

(2)	Capitalized

(a)	Major Repairs (M&R).  M&R (maintenance and repair) that includes replacement of major portions of interior or exterior utility systems; individual building components (windows, flooring, roofing, etc.); and patient support and protection systems (air/ oxygen, vacuum, sprinkler or fire alarm systems), will be capitalized.

(b)	Minor Improvements (MI).  Minor improvements encompass structural changes; additional space; new or expended utilities; alterations or modernization; or space utilization changes to buildings, structures or grounds.  Projects classified as minor improvement are those where the majority of the work within the project is of a minor improvement nature and the minor improvement cost does not exceed $100,000.  Work of this type usually encompasses several physical areas such as, walls, floors, ceilings, utility systems, building service equipment, etc.  While each physical area (i.e., walls, floors, etc.) by itself may constitute only M&R, combining several areas in a physical location makes this a renovation, alteration, or modernization project and as such the cost will be capitalized. (Building service equipment should be costed separately, even when its cost is part of the minor repairs.)

�6C.11	EQUIPMENT AND COMPONENTS CAPITALIZED WITH A DOLLAR VALUE IN EXCESS OF $5,000

a.	Building Service Equipment (BSE).  All building service equipment additions and replacements must be capitalized.  Building service equipment are those pieces of operating equipment which are permanently installed in or attached to building and structures that render the building or structure safe, habitable or useable.  Building service equipment normally includes items required for the functional use of building and structures, such as heating, lighting fixtures, elevators, vaults, fire alarm and air conditioning systems, etc., which, when installed, become an integral part of real property.

b.	Components and Installation Cost (BSE)

(1)	Components that are integral element of building service equipment will be capitalized.

(2)	Installation cost (i.e., contractual labor) relating to building service equipment will be capitalized along with the components being installed.

(3)	The components removed, superseded or destroyed in the repair or installation of building service equipment shall be excessed.]

�SECTION D. REALIZATION OF INCOME

6D.01	GENERAL

a.	All income will be recorded in the general ledger and operating subsidiary accounts when earned.  Operating credits, allowances, earnings, and all other income will be accumulated in the appropriate income account in order that applied cost, capital outlays, other asset acquisitions, etc., may be reconciled with the availability of resources.

b.	Revolving funds, special funds, deposit funds, and trust fund receipts accrued or collected are not to be included in the operating accounts.

c.	Accrual of all earned income will be established and recorded in the accounts as of the end of each month.  The amounts of estimated accrued income thus recorded will be reversed as the first entry of the succeeding month.  Current fiscal year transactions applicable to prior fiscal years will be treated as Income Adjustments Prior Fiscal Year.

d.	General ledger accounts Income Adjustments-Prior Fiscal Year-Federal and Income Adjustments Prior Fiscal Year-Other Than Federal, will be maintained by appropriation to show adjustments of earned income which have been overstated or understated in account balances closed into the respective "Capital" accounts during previous fiscal years.

6D.02	APPROPRIATION REFUNDS

Appropriation refunds are considered direct reductions of cost and are normally not to be entered in the income accounts.  Reimbursements for common services furnished are exceptions to this policy.  Payments received will be entered in the general ledger and appropriate subsidiary operating accounts as Allowances for Common Services Furnished.

6D.03	APPROPRIATION REIMBURSEMENTS

a.	Earnings for commodities, work, services, etc., furnished to other Government agencies, other appropriations, the Supply Fund, individuals, firms, or corporations, which pursuant to law are credited as repayments to VA appropriations, will be recorded in the accounts as income. [Normally, such billings will be recorded as firm accounts receivable at the time of the billings.  Tort Feasor is one type of billing for which a firm receivable is not recorded when the billing is rendered and, therefore, must be included in the Accrued Contingent Asset.  Billings for other types of medical care are recorded as firm receivables, and are not to be included in the contingent asset accrual.  They are to be accrued when service has been rendered but not billed as of the end of the accounting period.  Examples of the latter type which are to be accrued as Medical Care Appropriation Reimbursements are Ineligible and Emergency/Humanitarian treatments.]

b.	The best possible synchronization of periodic income and cost recognition for services furnished on a reimbursable basis is secured by accrual of both under parallel methods.

c.	Accrued Contingent Assets-Appropriation Reimbursements From Third Parties for Hospital Care and Medical or Surgical Treatment provides for the accrual at the end of each month of estimated amounts which may be collected as a result of "third party" reimbursements.  Such amounts represent neither firm receivables to the VA nor legal liabilities of third parties; however, accountants will estimate and accrue in accounting records uncollected amounts which it is reasonable to expect may be received from such sources for services rendered through the end of the accounting period.

�d.	In those instances where formal billing processes have not been completed at the close of each accounting period estimated reimbursements will be recorded as accrued reimbursements.  Reimbursable services which are rendered by field stations and billed and collected centrally for which statements have not been submitted to Central Office, such as services furnished allied ex-servicemen, will be accrued and recorded by the Fiscal activity of the field station rendering the services.  When statements (VA Forms 4-1082, etc.) are subsequently submitted to the Central Office, Finance Division, field stations will no longer include such amounts in establishing accruals.  In the event the field station is apprised by Central Office of failure to effect collection the individual should be billed for services rendered and a receivable established in accordance with subparagraph a above.

e.	Accountants will develop income accruals for reimbursable commodities, work, or services furnished based upon information available to those offices responsible for preparation of the bills, statements, or reimbursement vouchers.  Contingent asset accruals in the case of estimated "third party" reimbursements will be developed on the basis of past collection experience.  The register of statements will be a source for determining collection experience. (See MP-4, pt. I, par. 5B.09.) Estimates will indicate by agency, fund, firm, or individual, the type, quantity, and the value of commodities, work, or services furnished.

f.	Accrued contingent assets and accrued appropriation reimbursements recorded in the general ledger at the end of each month will be reversed at the first of the succeeding month.  Reversing entries made on October 1, as well as all succeeding receivables established, accruals, reversals, and collections not previously billed pertaining to such items for prior fiscal years will be processed through the appropriate income Prior Fiscal Year adjustment account.

[6D.03.1	VETERANS ADMINISTRATION/DEPARTMENT OF DEFENSE (VA/DOD) SHARING AGREEMENT

a.	"Sharing Agreement" means a cooperative agreement authorized by Public Law 97-174 (38 U.S.C. 5011) for the use or exchange of one or more health care resources between the VA and DOD.  The head of a medical facility or organization of either agency may agree to enter into a proposed sharing agreement with the head of a medical facility or organization of the other agency in accordance with these guidelines.  Sharing agreements involving more than one medical facility of each agency may be developed.

b.	Reimbursement for the cost of health care resources provided shall be credited to funds that have been allotted to the facility or organization that provides the care or services.  No single reimbursement methodology is mandated.  The VA facility or organization should first carefully estimate the cost of providing service to DOD.  This cost must include the incremental cost of personnel, supplies, services, communications and utilities that would not have been incurred if the service were not provided.  Building depreciation, interest on net capital investment and Central Office overhead are excluded from the cost and will not be included in the reimbursement rate.  While equipment depreciation is not specifically excluded from the cost, facilities are encouraged not to include equipment depreciation in the reimbursement rate due to the nature of funding associated with equipment.  Rates should be negotiated with the sharing partner(s) and should take into consideration local needs and conditions.  In no case should an estimated rate be below incremental costs.  Rates should be established for all shared services and bills rendered for services provided.  It is improper to exchange services without the preparation of bills.  Payments may be at billed rate or offset against payments due.  Estimates of cost and worksheets used to develop reimbursement rates need not be forwarded to the regional director when submitting a proposal for approval.  VA/DOD sharing reimbursement rate setting is discussed also in DM&S Manual MP-4, part VII, chapter 3, section A, paragraph 3A.06.

6D.04	MISCELLANEOUS GENERAL FUND EARNINGS

[a.	Copayments received from veterans for medical care and recoveries from insurance carriers for Non-Service Connected, Worker's Compensation, No-Fault Auto, and Crime of Personal Violence care are to be accounted for as General Fund receipts.  An Accrual is to be established monthly for all services rendered but not billed as of the end of the accounting period.]

[b.]	All income earned as a byproduct of VA operations, such as revenues, fines, penalties, forfeitures, rentals, telephone commissions, royalties, permits, privileges, licenses, fees, excess cost or damages, sales of  Government property or products, sales of meals, lodging, laundry, etc., which cannot properly be deposited to the credit of an appropriation or fund, will be considered as miscellaneous general fund earnings and recorded in the general ledger.

[c.]	General fund receipts which are applicable to current year operations will be accumulated throughout the year in the general ledger as Miscellaneous General Fund Earnings.  At the end of each fiscal year, the balance will be closed into the General Fund Receipts account prior to transferring the balance in the General Fund Deposit account.

[d.]	The transfer-in or transfer-out of general fund receipt receivables will be recorded as General Fund Receipts and will not be recorded as Miscellaneous General Fund Earnings.

6D.05	QUARTERS AND SUBSISTENCE

a.	Meals provided WOC employees by VA canteens and non-VA sources will be costed to the cost center for which work has been performed by the WOC employee.

b.	Salary payments to employees made from the Medical Care appropriation are charged in the gross amount to appropriate general ledger and cost reports.  The amounts of Q&S allowances are credited to general ledger account 3012 as an appropriation reimbursement.

c.	Q&S deductions from salary payments made from other than Medical Care appropriations are treated as appropriation reimbursements to the Medical Care appropriation.  Salary payments are charged in the gross amount to appropriate general ledger and cost reports.

d.	Monthend accruals are established and beginning of the month reversing entries made for personal services and Q&S as prescribed by paragraph 6C.03. When different appropriations are involved, personal service accruals will be established and reversing entries made in the gross amount without considering Q&S deductions to be made from salary payments.  In such cases, monthend accruals will be established and beginning of the month reversing entries made in the accounts of the appropriation furnishing quarters and subsistence for amounts earned for which reimbursement has not been received.

6D.06	ALLOWANCE FOR COMMON SERVICE FURNISHED

a.	General ledger account 3365, Allowances for Common Services Furnished, is provided for use in Central Office only to account for the value of common services furnished by the respective departments concerned.  Payments received for common services furnished will be treated as appropriation refunds and recorded in the general ledger and appropriate subsidiary accounts in the income and allowance section of the budgeted operating ledgers.

b.	Services rendered other activities which do not fall into the category of "common services" will be treated as "cost adjustments" as set forth in paragraph 6G.01.

6D.07	INCOME-SERVICE AND RECLAMATION OPERATIONS

a.	General ledger accounts, Reimbursable Services Rendered and Credit Allowances applicable to Service and Reclamation operations, will control subsidiary accounts in the income and allowances section of the operating ledger.  Accounting requisites for cost of inspections, repairs and services rendered depot operations, VA stations and other agencies are set forth in chapter 7.

b.	To the extent possible, all earnings derived from job orders completed during the accounting period will be accrued as income.

6D.08	INCOME-PUBLICATIONS SERVICE OPERATIONS

a.	General ledger account, Credit Allowance-Publications Service will control subsidiary accounts in the income and allowance section of the operating ledger that are credited with the cost of forms, form letters, letterheads, and publications produced by the VA which are sold to appropriations or are in process at the end of the month.  Income will be accrued for the standard cost of work in process at the end of each month, and reversed at the beginning of the succeeding month.

b.	Accounting requisites for Publications Service operations are set forth in chapter 7.

�SECTION E. ACQUISITION OF ASSETS

6E.01	GENERAL

The acquisition of assets will be accumulated in records of original entry in essentially the same manner prescribed in section C of this chapter for the accumulation of cost. Payable and accrual accounts will be utilized as intervening liability accounts between the accumulation of asset acquisitions and cash disbursements, when appropriate.

6E.02	ACCOUNTING FOR ASSETS ACQUIRED

a.	All asset acquisitions, regardless of type, will be recorded in the general ledger controlling account. Assets Acquired-Current Fiscal Year, and analyzed by activity in the Asset Acquisition section of the "Budgeted" or "Other" operating ledger. Simultaneously, assets acquired will be classified according to type and the value thereof recorded in the appropriate valuation account and the contra asset account, Capitalization of Assets Acquired, maintained in  the "Other" series of accounts. These accounts will always be in agreement and the offsetting balances will be closed into the reserve net worth accounts at the end of each fiscal year.

b.	The asset valuation account will at all times represent the value of capital assets and will control subsidiary records maintained in connection therewith.

c.	Expenditures from annual operating appropriation which relate to the agency's operating plant and equipment will be classified as either maintenance and repair or as asset acquisitions when initially recorded in the operating ledger. The recording of acquired asset valuations in the balance sheet accounts of the general ledger and related subsidiary accounts will be governed further as follows:

(1)	When a single transaction completes the acquisition of an individual asset or group of assets, debit entries will be made in final form to the appropriate general ledger asset accounts and related subsidiary records. Acquisitions of equipment normally will fall in this class.

(2)	When two or more transactions are required to complete the asset acquisitions and the assets themselves fall in a single ledger category, debit entries may ;be made to the appropriated general ledger asset accounts and to temporary or undistributed subsidiary records rather than to general ledger account Work in Process. Valuations will be transferred to permanent subsidiary records as the final transaction pertaining to each acquistion is recorded. Acquisitions of building service and fixed operating equipment will fall in this category when separate expenditures for installation are involved, as will many "Other Improvement" projects.

(3)	When two or more transactions are required to complete the asset acquisitions and the assets fall in two or more general ledger categories, debit entries will be made to general ledger account Work in Process. Valuations will be transferred to the appropriate general ledger asset accounts and related subsidiary records as the final transaction pertaining to each acquistion is recorded.

(d)	All expenditures from construction appropriation 36X0111 for general administration (account 9900 app. B-3) will be recorded in general ledger accounts 1721, Assets Acquired-Current Fiscal Year and 4011, Operating Expense-General. Other expenditures applicable to the construction appropriation will be recorded in 1721, Assets Acquired-Current Fiscal Year. In the "Other" series of general ledger accounts the acquisition will be recorded and nonexpendable property, the costs will generally be accumulated in account 1711, Work in Process, until the project is ready for capitalization.

e.	As final entries are made for each asset acquistion, care will be exercised to insure that appropriate writeoffs of transfers to "Pending Disposal" accounts have been made for previously existing assets which have been destroyed, retired from use or surveyed.

f.	Work in process accounts applicable to the Supply Fund will be maintained in accordance with paragraph 6C.06.

�SECTION F. COMMON SERVICE COSTS

6F.01	GENERAL

a.	The term "Common Services" is used to identify the services performed by an organizational element or function under the administrative jurisdiction of one VA department for another VA department.  Generally, the term relates to such administrative service functions as the Director [ ] Fiscal and Administrative activities.

b.	Services rendered by one station for another during periods of construction, activation, renovation, deactivation, etc., will not be considered common services unless specifically authorized by Central Office.

c.	Common service costs and allotment charges will not be transferred at the station level.  All reimbursements between appropriations or funds for common services rendered will be made at the departmental level through the accounting records of the Finance Service in Central Office.

6F.02	RESPONSIBILITY

a.	The servicing activity at the station level is responsible for providing adequate services at reasonable cost both to itself and to the serviced activity.  Responsibility for controlling such costs at the operating level rests with the servicing department.

b.	All stations furnishing or receiving services will show as supplemental information in their transmittal of annual budget plans or budget forecasts, the estimated dollar value of services furnished or received as agreed between the serviced and servicing stations. Information as shown will include estimated average employment to the nearest tenth of a man-year, personal services costs, all other costs, and total costs by activity for services furnished or received.

6F.03	ACCOUNTING FOR COMMON SERVICES RENDERED

a.	General ledger account 3365, Allowances for Common Services Furnished, is provided for use in Central Office to show the total value of services rendered by the respective departments concerned.  Subsidiary accounts in the income and allowance section of the budgeted operating ledger will be credited with cost of services furnished at the same subaccount level in which costs were initially accumulated under the related expense operating account.

b.	Transfers of appropriate costs will be effected between the servicing activity and serviced activity at the beginning of each accounting period.

6F.04	ACCOUNTING FOR COMMON SERVICES RECEIVED

a.	Charges for common services received will be recorded in the General Ledger Expense and disbursing authority accounts maintained in Central Office for the Serviced appropriation.  Charges will also be recorded in subsidiary accounts maintained for the serviced activity in the expense section of the budgeted operating ledger and as an accrued expenditure in the related allotment ledger.

b.	Common services received will be accumulated at the same subaccount level in which the cost was initially recorded prior to transfer.

6F.05	CRITERIA FOR ESTIMATING COMMON SERVICE REQUIREMENTS

a.	Annual "Common Service" requirements will be determined in accordance with the criteria outlined in the succeeding subparagraphs.  The criteria as provided will be followed except as specific exceptions may be issued by the operating department having administrative jurisdiction over the Fiscal activity maintaining the accounts.  Requests for exceptions to prescribed criteria will be granted only in cases where more equitable results can be obtained and where it can be shown that substantial operating problems will be eliminated.  Application of the criteria will be made by station accountants based on the administrative determination of the Director [ ] concerned and in accordance with generally accepted accounting principles.

It should be realized that the end result in applying the criteria will be the total annual amount of payments for common services, and to this end careful consideration must be given to the various factors involved.

b.	Elements of costs applicable to common service activities will be distributed as outlined below under each subaccount classification.  From a practical operating viewpoint, small and insignificant items of cost will not be distributed.

(1)	10 Personal Services and Benefits.  Base salaries and all premium pay of persons assigned to the common service activities as shown in employment reports, including suggestion awards, efficiency awards, and employer's share of FICA, CSRF, FEHB, and FELIF.

(2)	21 Travel and Transportation of Persons.  All items of travel expenses will be excluded in determining the share of costs to be transferred to serviced activities.  Beneficiary travel (2120), rental of passenger vehicles from Government motor pools (2130), and commercial transportation charges (2140) will be treated as a direct expense to the major activity concerned.

(3)	22 Transport of Things.  All items of transportation expense will be excluded in determining the share of costs to be transferred to serviced activities.  Rental of trucks from Government motor pools (2250) will be treated as a direct expense to the major activity concerned.

(4)	23 Rent, Communications, and Utilities.

(a)	Communication costs will be considered as administrative expense.  Toll charges, installation charges, recurring rentals and other costs which can be readily identified will be charged directly to the activity concerned.

(b)	Rents and Utilities.  Rentals of equipment that are charged to the servicing activity will be distributed to serviced activities.

(5)	24 Printing and Reproduction.  All printing and reproduction costs will be excluded in determining the share of costs to be transferred to serviced activities.

(6)	25 Other Services.  Contract services for direct use will be distributed to serviced activities.  Other contractual services which cannot readily be broken down into direct charges to individual common service activities or operating activities will be considered administrative expense.

(7)	26 Supplies and Materials.  All supplies and materials that are charged to the common service activity.

�c.	Common service transfers will not be made to the following activities:

1000	Central Office Staff

2100	[Office of] Data Management [and Telecommunications] - Central Office

3000	Veterans Benefits-Central Office

[5100	Department of Memorial Affairs-Central Office]

8001-8080	Medicine and Surgery-Central Office

8081-8090	Postgraduate and Inservice Training

8091-8093	Exchange of Medical Information

8101-8120	General Medical Research

8121-8130	Prosthetic Research

8132	VA-NCI Cancer Chemotherapy Research

8140	Grants for Research, Training or Demonstration Projects-P.L. 90-31

8331-8330	Contract Hospitalization

8331	State Homes

8341	Nursing Home Care-State Homes

8342	Nursing Home Care-Community Homes

9000	Capital Expansion

d.	Distribution of annual common service costs are set forth below.  Where employment or other criteria based on "operating activities" is prescribed, only that pertaining to the activities to which costs are to be transferred will be considered.  Employment and other workload factors relating to the common service activities themselves will be excluded.

(1)	Director's [ ] Offices.  Personal service costs only will be allocated in accordance with the following criteria.  All other elements of cost will be excluded.

(a)	At [Medical and Regional Office] Centers.  Distribution will be made between the Medical Care and the General Operating Expenses appropriations on the basis of the full-time equivalent employment.

(b)	At Regional Offices With Outpatient Activities.  No charges will be made to the Medical Care appropriation.

(2)	Fiscal Activities.  Where a Fiscal activity serves a [medical and regional office center], the distribution of costs applicable to the [medical center] will be computed on the basis of rates per impatient day provided by the departments in the budget forecast instructions.  The [medical center] portion as computed will be deducted from the total Fiscal activity cost.  Distribution of the remaining amount will be made as follows:

That portion applicable to beneficiaries accounts, related portion of Operations Section overhead and Loan Accounting functions will be considered a regional office cost, the remainder will be prorated between the regional office and outpatient activities on the basis of the ratio of full-time equivalent employment in the two activities involved.

(3)	Administrative Activities.  Determination of requirements for those Administrative (Medical Administration) functions that are common service activities will be based on costs of specific services rendered.  In determining an equitable distribution, the projected workload attributable to the major activities will be calculated using past workload data, machine utilization reports, individual activity reports, station records, and individual employee assignments.  Once the projected workloads have been determined, standard ratios will be used to determine costs attributable to the activity.  Supervision, clerical and other functions not susceptible to work measurements will be handled as a separate item and costs of these functions will be prorated to major activities based on the overall percentage distributions applicable to the functions where work measurement data is applied.  In developing personal service cost allocation criteria for common services of this activity, the factors noted below should be considered.  All elements may not be specifically covered, but those cited should be used as a guide in establishing the allocation ratios.

(a)	Mail Service.  Number of pieces of mail routed to and received from each basic or major activity.

(b)	Messenger Service.  Number of mail delivery points serviced.

(c)	Teletype Service.  Same principle as mail service.

(d)	Telephone Service.  Exclude toll calls made by other than the common service activity, installation charges, recurring rentals and other costs which can be readily identified as pertaining to the major activity concerned.  All other costs will be prorated on the basis of the number of telephones utilized by each activity, exclusive of those in common service activities.

(e)	Publications Service.  Number of man-hours devoted to filling requisitions, ordering and shelving forms, and duplicating material exclusively for each basic or major activity.

(f)	Service Performed by the Travel Unit.  Numbers of authorizations processed on behalf of each of the basic or major activities involver.

(g)	Supervision, Clerical, Record Management and Transfer, and Information Services.  Will be prorated among major or basic activities serviced on the basis of the relationship which exists between the man-hours applicable to such activities as determined by applying the criteria outlined in subparagraphs (a) through (f) above.  The criteria may be applied as follows:

1.	Total man-hours involved in the foregoing functions.

2.	Total man-hours involved in the foregoing functions applicable to outpatient.

3.	The percentage which the total man-hours applicable to outpatient bears to the total man-hours for those activities listed in subparagraphs (a) through (f) above should be applied to the cost of supervision, clerical, record management and transfer, and information (if appropriate).

(h)	Other Costs. Projected cost of other officewide administrative services to be accumulated in the account will be allocated to the major activities served in the ratio of the full-time equivalent employment of these activities, exclusive of common service personnel.

�SECTION G. COST ADJUSTMENTS

6G.01	GENERAL

a.	The VA cost accounting system provides for the establishment and maintenance of cost accounts for the purpose of: (1) controlling costs of operating VA organizational units, (2) controlling cost of various activities carried on within such units, and, in certain cases, (3) controlling the cost of functions or the cost of end products.

b.	Cost accounts maintained to identify and control the cost of an organizational unit will be charged with direct cost only; that is, the value of materials, direct labor and services which can be directly controlled by the unit supervisor.

c.	Stations or organizational units financed by DM&S appropriations will employ a cost adjustment technique where it is essential that comprehensive unit costs be developed.  Accounting procedures for these cost adjustments are outlined in the next paragraph.

6G.02	ACCOUNTING FOR COST ADJUSTMENTS

a.	The adjustments for materials, labor, services, or end products between organizational or functional units has the overall effect of increasing the cost of operating the receiving unit and offsetting the cost of operating the furnishing unit.  However, for control purposes, the system provides for the retention of costs in the cost centers originally charged as well as for reporting increases and decreases from the adjustments in the cost centers affected.  No general ledger or operating ledger accounts will be maintained for cost adjustments.  Appropriate adjustments will be recorded in a separate cost adjustment journal.  Cumulative costs from this journal will be submitted by field stations for eventual Inclusion in part I of the Cost Accounting and Budgetary Report.

b.	The posting media for this journal will be VA Form 4-4573, Cost Transfer Voucher, which will be prepared in an original and one or more copies, as required.  It will be the responsibility of the appropriate service to originate these vouchers and forward the original to the Fiscal Service no later than the second workday following the end of each month.  Files will be established and maintained in chronological sequence to support all postings to this journal.

c.	Cost adjustments will be maintained on either OF 1016, Distribution Ledger, or VA Form 1389, Distribution Journal.  At mechanized stations, machine listings are acceptable.  The debits will be recorded on one sheet and the credits on another sheet with columns provided for total debits and total credits.  The cumulative totals of debits and credits must agree.

d.	Cost adjustments will be made on an actual cost basis and will be recorded only at the cost center level, without regard to subaccounts, and only for the following specific items:

Item�From�To��Items or services furnished

Community Nursing Home Care

patients





Personal services costs of personnel assigned to non-hkpg qtrs., and misc. services and supplies, if applicable





Misc. services



Value of linens, employee uniforms and laundry services



M&R Costs and Canteen Rental















Project Mgt. Eng.





Utility charges and plant operations











Operating Services





















Motor Vehicles and Driver To

Transport Patients



Beneficiary Travel Clerk





Environmental Care Operations�Ancillary medical services excluding personal services (cost centers 221 through 225 and 227 only)



564-Sanitation Operations











564-Sanitation Operations



570-1 Laundry and Drycleaning and Linen Operations



541-Recurring M&R





551-Operating Equip.









504-Project Management

Engineering



511-Plant Operations













407-Security Service

532-Fire Protection Unit

533-Service Units

562-Pest Management

Operations

563-Grounds Management

Operations

564-Sanitation Operations

567-Waste Management

Operations



521-Transportation





412-Ambulatory Care and Processing Section



562-Pest Management

Operations

567-Waste Management

Operations�342-Nursing Home Care Community Homes







622-Non-Hkpg. Qtrs.











621-Hkpg. Qtrs.



632-Canteen

622-Non-Hkpg. Qtrs.



604-Operation and Maintenance

of Cemeteries

621-Hkpg. Qtrs.

622-Non-Hkpg. Qtrs.

632-Canteen

623-Garages and Parking Facilities



604-Operation and Maint. of

Cemeteries



632-Canteen

570-Laundry and Drycleaning

Operations

621-Hkpg.  Qtrs.

622-Non-Hkpg.  Qtrs.

623-Garages and Parking Fac.



632-Canteen

621-Housekeeping Qtrs.

622-Non-Hkpg.  Qtrs.

623-Garages and Parking Facilities.

604-Operation and Maintenance

of Cemeteries









602-Travel and Transportation

of Beneficiaries



602-Travel and Transportation of

Beneficiaries



632-Canteen

��

e.	Under no circumstances will FTEE be transferred as a result of authorized, cost adjustments.

f.	Items and services, excluding personal services, furnished to community nursing home patients by ancillary services will be based on actual costs and will be recorded monthly as cost adjustments as prescribed.  In addition, the amount recorded each month will be charged to obligation analysis account .24 and credited to obligation analysis account .01 of the Medical Care appropriation.  At the end of each accounting period, the accrued expenditures under obligation analysis account .24 will equal the direct charges to cost account 342 for billings at the per diem rate and any supplemental services specified in the agreement plus the amounts recorded monthly in the cost adjustment journal for ancillary services charges.

[g.	Canteen rental charges will be based on the ratio of space occupied by Veterans Canteen Service to the total VA building space of the building or buildings in which the Canteen is occupied.  Separate calculations will be made for each building.  The annual cost will be derived by application of the percentage of gross square footage occupied to the building acquisition cost and dividing the result by the years of life expectancy of the building.  The amount of the charge for each month will be recorded in the cost adjustment journal as prescribed.  Years of life expectancy of buildings of various types of construction are:

Permanent (masonry, concrete)	40 years

Permanent (wood, frame)	25 years

Cantonment	20 years

Temporary	20 years

The charge should be recomputed whenever the cost of capital improvements affects the space furnished to the Veterans Canteen Service or changes occur in space occupied by them.

h.	The monthly utility charge to the VCS (Veterans Canteen Service) should be based on meter readings or equipment used by VCS.  If meter readings are not available, utilities can be measured based on formulae designed to estimate consumption of similar equipment used elsewhere in the VA facility or use of manufacture's specifications.  Once this estimate has been determined the VCS consumption times the unit cost for the given utility will establish the applicable charge for the month.  This value should be reevaluated as utility rates are adjusted.]

�SECTION H. RECONCILIATION OF APPLIED COST WITH NET OBLIGATIONS

6H.01	GENERAL

a.	The use of cost data as a basis for controlling operations within available resources necessitates a thorough understanding of the relationship between "Applied Cost" and "Net Obligation" for the various funding or operating appropriations.  Similarly, internal analysis of agency operations as well as analyses made by executive and legislative agencies require that reconciliations be made on an agencywide basis.

b.	Applied cost and net obligation reconciliation statements are made in essentially the same manner and in accordance with the principles of a "Statement of Source and Application of Funds" as applied to the VA system of accounts.

c.	A separate reconciliation should be made for each appropriation against which obligations have been established for the fiscal year to date, or for which cost for the current fiscal year is shown in the related general ledger accounts 4011 and 6431. These statements will be retained for examination by Central Office and area office audit and supervisory personnel.

6H.02	RECONCILIATION FACTORS

a.	Major reconciling factors in appropriation accounting are the fiscal year to date changes in inventories and undelivered orders and current fiscal year asset acquisitions.  In the VA system of accounts the Supply Fund assets of stores inventories and related undelivered orders will not be considered for reconciling purposes.

b.	 Additional reconciling factors for application are as follows:

(1)	Prepaid Expenses (Account 1132).  These transactions are not recorded in the cost accounts, however, they do represent changes in net obligations.

(2)	Inventory-Returnable Containers (Account 1489).  These transactions are not recorded in the cost accounts, however, they do represent changes in net obligations.

(3)	Cost Adjustments (Accounts 2244, 6434, and 4271).  These adjustments are not reflected in the cost accounts but do represent changes in net obligations.

(4)	Allowances (Account 3365).  This represents income rather than reductions of cost.  Allowances for common services furnished are properly recorded as appropriation refunds thereby reducing net obligations.

(5)	Writeoff of Refunds Receivable (Account 4222).  Although these transactions are not recorded in the cost accounts they are increases in net obligations as their establishment decreases accrued expenditures.

6H.03	RECONCILIATION STATEMENTS

Proper application of the above cost and obligation concepts will result in a statement similar in format to that outlined on the following page.  It is emphasized that amounts for "undelivered orders," inventory-returnable containers, and prepaid expenses will be the net fiscal year to date change while all other amounts represent current account balances.

�RECONCILIATION OF APPLIED COST WITH NET OBLIGATIONS

APPLIED COST

4011	XXX	

6431	XXX	

ADD:

Increases in Prepaid Expenses		

1132	XXX	

Increases in Inventory-Returnable Containers		

1489	XXX	

Assets Acquired-Current Fiscal Year		

1721	XXX	

Increases in Undelivered Orders		

2228	XXX	

Applied Cost Adjustments (Debit Balance)		

2244	XXX	

6434	XXX	

Receivable Writeoffs-Refunds		

4222	XXX	

Adjustments for Price and Quantity Variations (Debit Balance)		

4271	XXX	XXX

DEDUCT:

Decreases in Prepaid Expenses		

1132	XXX	

Decreases in Inventory-Returnable Containers		

1489	XXX	

Decreases in Undelivered Orders		

2228	XXX	

Applied Cost Adjustments (Credit Balance)		

2244	XXX	

6434	XXX	

Allowances for Common Services Furnished (Central Office only)		

3365	XXX	

Adjustments for Price and Quantity Variations (Credit Balance)		

4271	XXX	XXX

		XXX

NET OBLIGATIONS

Undelivered Orders (Add Increases-Deduct Decreases)		

2228	XXX	

Accrued Expenditures (Add if Credit Balance-Deduct if Debit Balance)		

2229	XXX	XXX

�[SECTION I. COSTING OF SHARING MEDICAL RESOURCES: TESTS/PROCEDURES

6I.01	GENERAL

a.	Sharing of medical care resources has been growing over the years and is expected to continue.  This section of the manual is devoted to a guideline in costing of sharing medical resources in the form of tests or procedures.  For sharing medical resources involving per them rates, refer to chapter 14 of this part.

b.	Most of medical care resources shared by the VA are of the "test/procedure" types rather than of the "per diem" types for which cost reports are for the most part available.

c.	Costing of sharing agreements usually involve prospective costing.  This methodology is described as figure 6-1.

d.	Medical resources sharing agreements are usually entered into with an organization with which the medical center is closely related to and the bidding for the service is limited.

e.	Medical resource sharing may be unilateral or bilateral.  In other words, a medical center may be a provider or "seller" of a medical resource or a receiver or a "buyer" of a medical resource, or both a provider and a receiver of services with the same or another organization.

f.	Sharing agreements usually cover a period of 12 months or 1 year and are renewable annually if mutually desired.  Costing is simplified if the 12-month period coincides with the fiscal year of October 1 through September 30.

g.	Radiology Service will be used as an example for explanation purposes.

h.	The procedures contained here provide for full cost recovery as required by 38 U.S.C. 5051-5053.  Whenever, local conditions and management decisions dictate deviation from the prescribed guidance, Fiscal should employ sound judgment and accounting practices in accordance with the general principles outlined here.

i.	If a medical center has a medical resource sharing agreement that is bilateral or mutual, billing should be on a "gross" basis, not on "net" or "offset" basis.

6I.02	DIRECT LABOR

a.	Direct labor is labor that can be identified with or traceable to specific units of a service or product.  In general, direct labor cost would include the following personnel and their corresponding time spent on the performance of a test or procedure (using Radiology as an example):

(1)	Technician-actual or average predetermined time in doing an x ray.

(2)	Technician-standby time if a 24-hour coverage is part of the sharing agreement.

(3)	Clinician-actual or average predetermined time in reading and interpreting the x-ray.

(4)	Supervisor-direct actual time or estimated percentage of total available time devoted to or traceable to actual performance of test or procedure.  This may include Chief Technician and/ or Radiologist's time.

(5)	Support Clerk-average clerical time by clerk(s) in doing the necessary paperwork in receiving the requests for tests and sending out results or tests.

(6)	Service Administration-the percentage of time available spent or devoted to the administration of the actual production of tests and procedures.  This includes Chief of Service, Assistant Chief of Service, and Administrative Assistant.
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Figure 6-1.  Elements of Cost: Total Funded Cost and Total Funded and Unfunded Cost

�b.	After finding out who and the percentage of time each of the personnel within a service is performing tests/ procedures under a sharing agreement, the next logical step is to find out the total funded compensation for each of the personnel.  Total funded compensation for each given employee consists of the following:

(1)	Annual base pay or salary rate-as adjusted for cost of living

(2)	Governments share of contribution to retirement pay (Salary Rate X Percent)

(3)	Government's share of health insurance premium

(4)	Government's share of life insurance premium

(5)	Overtime pay

(6)	Night differential pay

(7)	Holiday pay

(8)	Saturday premium pay

(9)	Sunday premium pay

(10)	Standby/on-call premium pay

(11)	Physician incentive pay

(12)	Living allowance

(13)	Awards

(14)	Moving expenses

A pro forma worksheet to compute Direct Labor Cost is shown as figure 6-2.

6I.03	DIRECT MATERIALS/SUPPLIES

a.	Direct materials/supplies are those that can be identified with or traceable to specific units of the product or service.

b.	Films used in taking x rays and the chemicals and related supplies to develop the films are examples of direct materials/supplies.

c.	What and how many of supplies used? The best source of this information is the service itself.  For example, Radiology Service knows what type and how much of film and other direct supplies to do a skull x ray.  NOTE: Certain tests or procedures may involve costly supplies or frequently undergo updates or revisions, or both.  If such a situation is encountered, it is recommended that a quarterly review of the "what and how many of supplies used?" be done.

d.	After knowing what and how many of each direct supply to be used, the next step is to find the unit cost of each in order to compute the total materials/supplies cost.  In general, the three sources of unit cost of a given supply used in a test/ procedure are:

(1)	The service that performs the test/ procedure;

(2)	Supply Service, and;
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Figure 6-2.  Direct Labor Cost Worksheet

�(3)	Fiscal Service.

e.	The total unit cost for direct materials/supplies for a given test/procedure is the sum of the total unit cost of each of the identified materials/supplies.  For example, to do one Abdominal/Thoracic Aortagram Two Run the following materials/ supplies and their respective cost will constitute direct materials/supplies unit cost: film, basic tray, contrast media, guide wires, catheter, connecting tube, and film developing chemicals.

6I.04	DEPRECIATION-EQUIPMENT

a.	Use "straight-line," represented by the formula below:



AD	= (AD - SV) ÷  EUL, where

AD	= Annual Depreciation

AC	= Acquisition Cost

SV	= Salvage Value or Scrap Value, if any

EUL	= Estimated Useful Life

b.	Following the principle of conservatism and in order to optimize cost recovery, use the estimated useful life of a given piece of equipment as shown in either the latest edition of Estimated Useful Lives of Depreciable Hospital Assets published by the AHA (American Hospital Association), or the latest edition of the VA Office of Procurement and Supply's VA Catalog No. 3, Section V, Nonexpendable Items, whichever one shows the shorter life.  Where an equipment is not mentioned in either aforementioned AHA or VA publications, then use the lowest life among the following:

(1)	 AHA

(2)	 VA

(3)	 Manufacturer's estimate

(4)	 Ten years

c.	Use "specific identification" or "allocation" in computing equipment depreciation for a given test or procedure, whichever is appropriate.  Appropriateness is influenced by the following factors: Cost of equipment and practicality.  For example, for providing services using a CAT scanner, which is a costly piece of equipment, "specific identification" is the appropriate approach.  On the other hand, very repetitive laboratory tests and tests that use several small pieces of equipment, "allocation" of the depreciation of those pieces of equipment to the several procedures is the more appropriate.

d.	In general, cost of services under sharing agreements will be influenced by the accuracy of the total projected number of tests/ procedures under sharing agreements.  The projected total dollar cost for the tests or procedures is reasonably accurate.  The other remaining factor that will influence the unit cost of a test/procedure is the projected workload.  Experience has shown that the projected total workload is subject to wide fluctuations, particularly during the first year of the sharing agreement.  Accordingly, it is recommended that quarterly review of the projected total workload be done.  Adjustments to equipment depreciation (and other elements of cost affected by projected workload) should be adjusted if the unit cost is going to change more than 5 percent.

e.	A piece of equipment is required because there is expected sufficient number of tests/procedures to be performed.  However, in case of a few isolated cases, where volume is unusually low for any given period, equipment depreciation for a procedure/test shall be computed based on the following formula:

	EUL

	DPT = AD x TLT, where

	DPT = Depreciation Per Test

	AD   = Annual Depreciation

	TLT = Total Life Test (Per Equipment Manufacturer)

	EUL = Estimated Useful Life

f.	Going back to Radiology Service as an example, equipment depreciation for a sharing agreement of doing x rays would include depreciation for the x-ray machine and related pieces of equipment for developing and reading the x-ray film.

6I.05	DEPRECIATION-BUILDING AND CAPITALIZED IMPROVEMENTS

a.	Use "straight-line," represented by the formula below:

AD	= (AC+ CI) ÷ EUL

AD	= Annual Depreciation

AC	= Acquisition Cost

CI	= Capitalized Improvements

EUL	= Estimated Useful Life

b.	The useful life expectancy of capitalized improvements will be the same as buildings, unless determined to be different by Engineering Service.  If the useful life is less than the building life, then only the estimated useful life of the capitalized improvements will be used.

c.	Examples of Building/Capitalized Improvements Depreciation Charge

(1)	Example "1." The useful life expectancy of the building in this example is 40 years (Refer to MP-4, pt. V, chs. 6 and 14.) To find quarterly depreciation amount, you must divide acquisition cost by 160 quarters:

Building #1:	Date of Acquisition	Cost	Calculations

			

	1938	$8,000,000	(No depreciation-Bldg. is older than 40 years)

			

	Date of Capitalized 

	Improvements	Cost	Calculations

	1962	$5,000,000	(Life expectancy of improvements-40 years)

			

Total Cost for depreciation of Building #1 for the quarter = $5,000,000 ÷ 160 = $31,250

(2)	Example "2".  The useful life expectancy of the building in this example is 25 years.  To find quarterly depreciation amount, you must divide acquisition cost by 100 quarters:

(NOTE: Capitalized improvements are estimated by Engineering Service to be only 16 years, as a new building will replace the present one at the time.)

Building #3:	Date of Acquisition	Cost	Calculations

	1970	$25,000,000	$25,000,000 ÷ 100 = $250,000

			

	Date of Capitalized	Cost	Calculations

	Improvements

	1980	$3,000,000	$3,000,000 ÷ 64 = $46,875

			

Total cost of depreciation of Building #3 for the quarter = $296,875

d.	To determine the building depreciation to be allocated to a given service that renders tests/ procedures or otherwise provides medical resources under a sharing agreement, use the following formula to compute average building depreciation:

�	BDSSA=	DCA/SSA

			MCTDCA x MCTBD where

BDSSA	=Building Depreciation for Service With Sharing Agreement

DCA/SSA	=Direct Care Area (in square feet) of Service With Sharing Agreement

MCTDCA	=Medical Center's Total Direct Care Area (in square feet)

MCTBD	=Medical Center's Total Building Depreciation

Direct care areas are those that are used in providing medical care such as wards, x-ray rooms, operating rooms, laboratories, etc.

On the other hand, indirect care areas are those that are not direct care areas, such as common hallways, elevators, support services and administration offices.  Average building depreciation is preferably used in situations where:

(1) Several buildings are involved in providing the services under the sharing agreement, or,

(2) By using "specific identification" of building(s) will result in unusually small or large depreciation as where the building(s)/involved in a sharing agreement are fully depreciated or where the pertinent building(s) are very recently constructed.

6I.06	MAINTENANCE AND REPAIR

a.	Maintenance and Repair may be done both in-house and outside-contracted.  For data on in-house M&R (what, when, how much, etc.), regarding medical equipment and other items within a service that has a sharing agreement, consult with Chief, Engineering Service of the medical center.  For outside-contracted M&R, the chief of the service with the sharing agreement is the person to inquire for details.  The sum of in-house M&R and outside-contracted M&R expensed and amortized for the period under consideration for the sharing agreement shall be the total cost of M&R divided by the actual or projected workload units.

6I.07	UTILITIES

a.	This category includes charges for fuel, electricity, telephone, water and sewage services, etc., for the service that has a sharing agreement.

b.	The amount of these costs applicable to the function under study will be determined either on a metered or allocated basis of consumption.  These costs will be prorated by a unit of measure that varies directly with consumption (e.g., floor space, types of facility, number of telephones).  Estimates of expenses to be incurred should be based on current experience appropriately adjusted for anticipated future requirements.  Engineering estimates should be used when historical data is not available.  Estimates should be properly documented with supported details.

6I.08	OTHER DIRECT COSTS

a.	Other direct cost is a general category for specifically attributable costs that do not properly fit into one of the elements of cost or expenses that would not have been incurred if a sharing agreement was not entered into.  Ensure that these costs are not also covered in an overhead area.

6I.09	OVERHEAD COST

a.	Costs incurred in support of the function under consideration or study not 100 percent allocable to that function shall be classified as overhead.

b.	For purposes of this section, overhead may be divided into two categories.  The first overhead category will be Medical Center Overhead and is defined as those costs charged to the 400 series (Administrative Support) and 500 series (Engineering and Building Management Support) of cost centers allocated to the function under study reduced by any previous charges from Utilities (par. 6I.07) and Maintenance and Repair (par. 6I.06) and other Direct Costs (par. 6I.08) that were charged to any 400 or 500 series of cost centers.

c.	The second overhead category will be Central Office Overhead.  The overhead rate shall be computed by Central Office and furnished annually to the facilities.  This percentage will be applied to the sum of "total funded costs" prior to inclusion of Central Office Overhead.

6I.10	INTEREST

a.	Interest expense is an element of cost that may be recovered in sharing medical resources agreements under the Medical Care appropriation.  "Interest Expense" is also referred to as "interest on net capital investment." Situations were interest expense may be imputed in a bill under a sharing agreement includes when:

(1)	The other party to the sharing agreement is a for-profit organization and the total cost including interest is competitive.

(2)	The other party to the sharing agreement although a not-for-profit organization or an agency of Federal, State, or municipal government charges the VA for interest expense in another reciprocal sharing agreement.

b.	Formulas:

(1)	IE	= TFC x MCAIER, where

	IE.	= Interest Expense to be imputed to the procedure/test that is being costed

	TFC	= Total Funded Cost of the procedure/test being costed before the imputed interest expense

	MCAIER	= Medical Care Appropriation Interest Expense Rate

(2)	MCAIER	= MCASFIE ÷ (MCA + MCASFIE), where

	MCASFIE	= Medical Care Appropriation Share of Federal Interest Expense

	MCA	= Medical Care Appropriation

(3)	MCASFIE	=          MCA             x    FIE, where

		        TFB - FIE

	TFB	= Total Federal Budget

	FIE	= Federal Interest Expense

c.	Example:

(1)	Requirements: (a) Compute the rate for interest cost recovery for fiscal year 1986 on Medical Care Resources Sharing using the data below: and (b) Compute the interest expenses imputable to fiscal year 1986 XYZ Test/Procedure.

(2)	Given:

(a)	FY 86 Total Federal Budget = $974.5 billion.

(b)	FY 86 Medical Care Appropriation = $9.1 billion.

(c)	FY 86 Federal Interest Expenses = $133.5 billion.

(d)	FY 86 Funded Unit Cost and XYZ Test/ Procedure $470.01.

(3)	Solution:

�	Requirement No. 1: Interest Rate

	MCASFIE = ($9.1 ÷ ($974.5 - $133.5)) x $133.5

	MCASFIE = ($9.1 ÷ $841.0) x $133.5

	MCASFIE = .01082045 x $133.5

	MCASFIE = $1.44 billion



	Medical Care Appropriation Interest Expense Rate

	MCAIER  = MCASFIE ÷ (MCA + MCASFIE)

	MCAIER  = $1.44 ÷ ($9.10 + $1.44)

	MCAIER = $1.44 ÷ 10.54

	MCAIER = 13.7%



	Requirement No. 2: Interest Expense

	Interest Expense Imputable to XYZ Test/ Procedure

	IE = TFC x MCAIER

	IE = $470.01 x 13.7%

	IE = $54.39

NOTE: Annually before the start of the fiscal year, VA Central Office shall compute the interest expense rate to be used in computing interest expense for the medical care resource sharing agreements and shall send such rate to all field facilities.

6I.11	UNFUNDED RETIREMENT BENEFITS

a.	Unfunded retirement benefits are those pension payments to Federal employees after prior accumulated funds have been exhausted.  The term unfunded refers to the VA but not to the Federal Government which pays the pension benefits.

b.	The formula to compute the charge for unfunded retirement benefits is:

URBUC	= DLUC x URBR, where

URBC	= Unfunded Retirement Benefits Charge

DLUC	= Direct Labor Unit Cost

URBR	= Unfunded Retirement Benefits Rate (to be supplied

    by VA Central Office each fiscal year)



c.	Situations where a charge for unfunded retirement benefits is appropriate or warranted include:

(1)	The other party to the sharing agreement is a for-profit organization and the total cost including this change is competitive;

(2)	The other party to the sharing agreement although a not-for-profit organization or an agency of Federal, State, or municipal government charge the VA for unfunded fringe benefits on another reciprocal agreement.

6I.12	VARIABLE OR DIRECT COSTING-AN ALTERNATIVE

a.	Full costing as illustrated in figure 6-1 results in maximum cost reimbursement.  In full costing each of the elements of cost, regardless of whether it is fixed cost or variable cost or semivariable cost is included in the total cost.  Fixed cost is cost that does not vary with a given volume or quantity of services produced.  For example, an x-ray machine that is expected to do X number of x rays during its estimated life will have the same amount of annual depreciation for any number of x rays.  Variable cost is cost that varies in proportion to the volume or quantity of services produced.  For example, cost of x-ray film is variable because the more x rays taken, the more film is used.  Semivariable cost is cost that is fixed up to a certain volume of services after which it becomes variable.  For example, certain x-ray machine requires replacement of a costly tube once, twice or three times a year depending on how many x rays are done during the year.  The cost of maintenance and repair in this case is semivariable depending on the volume of x rays to be done.
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Figure 6-3.  A Worksheet To Convert Full Costing To Direct or Variable Costing

�b.	Variable costing takes into account only those variable or direct costs.  To do variable costing, it would require classifying each element of cost into fixed, variable or "mixed" cost.  A mixed cost is a cost which is part fixed and part variable.  It is necessary to determine how much is variable cost in a mixed cost to complete a variable costing.  A pro forma worksheet to convert full costing to variable costing is shown in figure 6-3.

6I.13	WORKLOAD AND UNIT COST

a. Unless otherwise specified under the paragraph of a given element of cost, the formula for computing unit cost for an element of cost for a given period is:

Cost Element's	Estimated Total Cost of an	Weighted work

Unit Cost Per	=  "Element of Cost"                x	Unit of Test/

	_________________	

Test/ Procedure	Estimated Total Weighted	Procedure

	Work Units	

Radiology Service has a well-defined system of wwu (weighted work units).  For example, a single view chest x ray is equal to one wwu.  Other more complex x rays, in terms of a chest x ray, such as a skull x ray, takes about three times as long to do as a single chest x ray.  Therefore, a single chest x ray (one wwu) plus a skull x ray (three wwu) is equal to four wwu.  In the absence of a generally accepted weighted work unit system for the service under study, consult with the service chief for an average length of time to do each of the tests or procedures in the service for an in-house developed wwu system for sharing agreement purposes.

b.	Estimated total wwu is the sum of expected workload for VA patients plus the "projected" workload under the negotiated sharing agreement.]

�SECTION K. SUPPLY DEPOT FUNCTIONAL COST ACCOUNTING

6K.01	BASIC PRINCIPLES

The supply depot functional cost accounting system is designed to accumulate costs by prescribed operational functions financed by the Supply Fund for the maintenance and operation of VA supply depots [ ] . The system is based on the accumulation of [work-hours] which are applied, on a monthly basis, to dollar costs by relating the use of Supply Fund and nonbudgeted costs to [work-hours] consumed by each operating function.  The functional cost system is to be considered as part of and subsidiary to the present VA cost accounting structure.

6K.02	ACCUMULATION OF [WORK-HOURS]

[Work-hours] will be accumulated daily by the Operations and Stock Control Divisions, and recapitulations will be prepared by the two divisions no less frequently than twice a month manually or once each month on EAM. [Work-hours] are to be accumulated under the functional codes prescribed below with a breakdown of [work-hours] applied to subsistence stocks and other stocks for codes 30 through 46.  The original copy of the [work-hour] distribution sheet and two copies of the recapitulation sheets will be forwarded to the Fiscal Division on the first workday following the period for which the recapitulation has been prepared.

RECEIVING

Code 30-Transportation Inbound.  Time applied only by the Transportation Section in furnishing and processing documents in connection with stock due in, stock receipts, shipment of samples for test, and returns to vendors of rejected receipts.

Code 31-Processing Receipts.  Time applied by both divisions from arrival of stock until the stock is inspected, placed in storage and becomes available for issue, preparation and filing of cards which establish the availability of stock, submission of samples for test, and returns to vendors of rejected receipts.  Includes receipt of items procured for other agencies.  Excludes processing receipts chargeable to codes 41 to 50 through 54.

SHIPPING

Code 35-Transportation Outbound.  Time applied only by the Transportation Section for processing documents applicable to the shipment of depot stock to VA field stations.  Excludes shipments of depot stock chargeable to codes 41 and 50 through 54.

Code 36-Bulk Shipments.  Time applied to shipments of depot stock to VA field stations.  Includes Operations Division time applied to VA field station shipments; and Stock Control Division time applied from the receipt of a VA station requisition through the actual movement of stock from the depot, vouchering, editing and processing requisitions, preparation of depot supply letters, filing, correspondence, and preparation of reports and listings.  Excludes shipments chargeable to codes 35, 37, 41 and 50 through 54.

Code 37-Loose Issue.  Time applied only by the Operations Division in selecting and packaging of loose issue items for shipment to VA field stations.  Excludes shipments chargeable to codes 41 and 50 through 54.

WAREHOUSING

Code 38-Loose Issue Replenishment.  Time applied by the Operations Division in restocking bins, and time applied by the Stock Control Division in breakdown of bulk availability cards.

Code 39-Inventories and Adjustments.  Time applied by both divisions to conduct physical inventories, reconcile discrepancies, processing [Discrepancy] Reports, Reports of Survey, Adjustment Vouchers, and adjustments to shipping documents.

Code 40-Storage.  Time applied only by the Operations Division to warehouse clean-up, to inspect stored stock, and to other work not properly chargeable to other functional codes.

INTERDEPOT SHIPMENTS

Code 41-Receipts and Shipments.  Time applied by both divisions (including Transportation Section) applicable to receipt and shipment of interdepot stock transfers.

SHIPMENTS TO OTHER AGENCIES

Code 43-Shipments of Excess Property to Other Agencies.  Time applied by both divisions (including Transportation Section) applicable to shipments of excess property.  Includes time applied in all phases of the transaction, such as processing requisitions and purchase orders, and preparation of bills of lading, shipping documents, invitation to bid, bills of collection, etc.

Code 44-Shipments of Supply Depot Stock to Other Agencies.  Time applied by both divisions (including Transportation Section) applicable to shipments of supply depot stock.  Excludes shipment of excess property.

PROCUREMENT

Code 45-Depot Upkeep.  Time applied by both divisions applicable to procurement of services; and procurement, receipt, storage, issue, and maintenance of records of supplies and equipment primarily for cost centers 901, Depot Administration; 902, Depot Operations Division; 903, Depot Stock Control Division; and [906]-907, Engineering Division.  Excludes time applied to procurement of services, supplies, and equipment chargeable to codes 50 through 54.

Code 46-Depot Stock.  Time applied only by the Stock Control Division in computing requirements and purchasing items for depot stock.  Includes items procured for shipment to other agencies.

OTHER FUNCTIONS

Code 50-Services Performed for Marketing Divisions.  Time applied by both divisions for services performed for the Marketing Divisions.  For example; time applied to processing samples, rating bills of lading, obtaining packaging specifications, items ordered under centralized purchasing program by the Stock Control Division, etc.  Excludes loaned time.

Code 51-Services Performed for Service and Reclamation Division.  Time applied by both divisions for services performed for the Service and Reclamation Division.  For example; shipping, receiving, use of EAM time for reports and listings, etc.  Excludes loaned time.

Code 52-Services Performed for Books and Periodicals Division.  Time applied by both divisions for services performed for the Books and Periodicals Division.  Excludes loaned time.

Code 53-Services Performed for Catalog Division.  Time applied by both divisions for services performed for the Cataloging Division.  Excludes loaned time.

Code 54-Services Performed for [Office] of Data Management [and Telecommunications.] Time applied by both divisions for services performed for the [Office] of Data Management [and Telecommunications] .

MISCELLANEOUS

Code 60-Supervision and Training Other Than On-the-Job Training.  Time applied to the mission of either division or training by the division chiefs, assistant division chiefs, and the division secretaries.  Includes time applied by all other personnel of either division which is not directly chargeable to a specific activity or several activities.

Code 61-Leave.  Time applied to all leave except LWOP and AWOL in the Operations and Stock Control Divisions.  This accumulation of leave is to be broken down by cost to subsistence and other in the ratio originally reported by work-hours distributed to codes 30 through 46.  LWOP and AWOL will not be coded but will be shown as memorandum entries on the [work-] hour distribution sheet.

Code 70-[Work-]Hours Loaned.  Time loaned by the Operations Division and Stock Control Division to any program as a temporary assignment of available [work-] hours.

Code 71-[Work-]Hours Borrowed.  Time acquired by the Operations Division and Stock Control Division from other programs except when acquired from the Service and Reclamation Division on a reimbursable basis.

6K.03	DISTRIBUTION OF COSTS WITHIN THE 890 PROGRAM

Upon receipt of the recapitulation sheets, the Fiscal Division will reconcile the total [work-hours] with a register of available [work-hours] maintained in that division.  The register will record the available [work-hours] at the beginning of the accounting period plus additional [work-hours] acquired through new employees and minus [work-hours] lost through separations.  The [work-hours] available minus [work-hours] loaned, AWOL, and LWOP, plus [work-hours] borrowed must equal the grand total of [work-hours] charged to functional codes 30 through 61 for the Operations and Stock Control Divisions.  After adjustments of cost representing tune loaned and borrowed between Depot Divisions have been accomplished, the Fiscal Division will make cost distribution as follows:

a.	Administrative Costs

(1)	Administrative costs will be distributed by breaking out amounts applicable to reimbursable services rendered which can be identified with specific activities, such as the Repackaging and Stockpiling Services and General Services Administration.  Administrative costs applicable to the sales of depot stock to other agencies and services rendered by the Service and Reclamation Division to other agencies will be retained in the total of administrative costs to be distributed to the following:

Operations Division,

Stock Control Division,

Marketing Division including Motion Picture,

Catalog and Central Office Costs,

Books and Periodicals Division,

Service and Reclamation Division,

[Office of Data Management and Telecommunications.]

(2)	The distribution of cost applicable to the operation of the Fiscal Division will be based on time studies conducted by that division.  The distribution of all other administrative costs will be based on the number of employees assigned to each division at the end of the accounting period.

(3)	Administrative costs applicable to the Operations and Stock Control Divisions will be combined and distributed to the functional codes.  The factors for this distribution will be based on the total dollar amount of direct cost distributed to the functional codes for the two divisions.

(4)	Supply Fund reimbursable earnings representing recovery of administrative costs on sale of depot stock to other agencies and services rendered by the Service and Reclamation Division to other agencies will be considered as reducing the total functional cost of the Operations and Stock Control Divisions and as a reduction of administrative costs applied to the Service and Reclamation Division when applicable.

�b.	Engineering Costs

(1)	Engineering costs will be distributed by breaking out the amounts applicable to reimbursable services as defined in subparagraph a (1) above.  The distribution of the remainder of the engineering costs will be based on square feet of space occupied by the following:

Operations Division,

Stock Control Division,

Marketing Division including Motion Picture,

Catalog and Central Office Costs,

Books and Periodicals Division,

Service and Reclamation Division,

[Office of Data Management and Telecommunications]

(2)	The distribution of engineering costs, applicable to Operations and Stock Control Divisions, will be made as follows:

The square footage occupied by the Operations Division will be divided into space occupied by the storage of stock (code 40) and the space allotted to the other functional operations of the division.  Space occupied by the storage of stock will be further broken down by space applicable to "Subsistence" and "Other." Dollar cost applicable to code 40, "Storage," will be applied directly to that code while the remainder of the engineering cost for the Operations Division will be added to the engineering cost applicable to the Stock Control Division and distributed to the functional codes, including code 40.  Distribution factors will be based on the dollar amounts distributed as direct costs.

(3)	The Fiscal Division will be notified of any changes occurring in the space allocations of any division or storage areas for subsistence or other stock in order that proper distribution of utility costs may be made.

c.	Operations and Stock Control Costs. [Work-hours] reported for codes 30 through 54 will be used to compute factors for the distribution of direct costs for the Operations and Stock Control Divisions.  Costs for services performed for other divisions, codes 50 through 54 will be applied to the appropriate divisions; and the functional costs, codes 30 through 46, will be applied to the Operations and Stock Control Divisions.

[ ]

6K.04	SUBSIDIARY RECORDS

Subsidiary cost accounts are to be established in the Fiscal Division to record the distribution of functional costs.  No entries are to be made in any of the operating ledger accounts to record such distribution except as provided by VA Manual MP-4, part V. [ ]

6K.05	[QUARTERLY] SUPPLY DEPOT FUNCTIONAL COST ACCOUNTING REPORT, VA FORM 10-2952[, RCS 10-149]

The report will be prepared in two parts as follows:

a.	Columnar headings on part I of the report are self-explanatory with the exception of column J. The subcolumns under this column will be used to designate specific activities performed by the depots for other Government agencies but will not include such activities as sales of depot stock and services rendered by the Service and Reclamation Division to other Government agencies.

b.	Line entries on part I of the report [are divided into two] sections:

(1)	Section 1 will show the Supply Fund and nonbudgeted cost applicable to each division [and the transfers between activities.  Totals will be generated for columns B through J. Totals for columns B through F will further be distributed between subsistence and "all other" costs.

(2)	Section 2 will show recoveries of Supply Fund costs for services rendered through Supply Fund reimbursable earnings.  Recoveries will reduce the totals generated for columns B through F as applicable.  The last fine of this section will show net operating cost to VA.]

c.	Part II of the report will be prepared as follows:

(1)	Dollar value of shipments and cost of transportation will be developed from appropriate general ledger accounts.  The Operations Division will furnish the breakdown of the cost of transportation for subsistence stocks, other stocks, etc., based on estimated amounts.  Percentage factors will be developed from these costs and applied against the cost of transportation recorded in the general ledger to arrive at the breakdown of transportation costs to be reported.

(2)	Dollar value of shipments for "Other Stocks" will include transaction disposition code 70, Intradepot Transfers; Depot Upkeep Transfers to other VA field stations; and supply depot stock.

(3)	Dollar value of shipments for "Interdepot Shipments" will include only transaction disposition code 71, Interdepot Transfers of Supply Depot Stock.

[d.]	The Marketing Divisions will furnish the Fiscal Division the percentage figure for each workload category based on direct [ ] -hours applicable to each category, divided by the total direct [ ] -hours available for the month being reported.  Leave, conferences, training programs, committees and time of division chief and [ ] secretary which are not specifically applicable to one of the four workload categories will not be used in computing the percentage by workload category.

[(1)]	A breakdown of the amounts applicable to transaction disposition code 70, Intradepot Transfers and Depot Upkeep Transfers which are included in the value of shipments for "Other Stocks" will be shown.

[(2)]	Value of shipments to other agencies: Indicate the value of shipments to each customer agency, broken down by subsistence, other, [ ] and total.

[(3)]	Any other explanatory statements applicable to items reported in parts I and II of the report that may be required.

e.	The report will be prepared [quarterly] on VA Form 10-2952, in [duplicate.] The original [ ] will be forwarded to Central Office [(95)] no later than the 12th workday following the close of the reporting period.  The other copy will be. retained by the reporting station.

�SECTION L. SERVICE AND RECLAMATION DIVISION COST ACCOUNTING

6L.01	PURPOSE

The purpose of this section is:

a.	To prescribe a method of accumulating administrative and other costs in general ledger account 474027, Operating Expense-Undistributed-Service and Reclamation Division, and to implement a method distributing such costs to general ledger account 471715, Work in Process-Current Fiscal Year Acquisitions-Service and Reclamation Division.  Projects completed will be recorded in the applicable general ledger accounts 474028, Completed Reimbursable Projects-Service and Reclamation Division, and 474029, Completed Nonreimbursable Projects-Service and Reclamation Division.

b.	To provide formats for reporting Service and Reclamation Division operations as an addendum to the Supply Fund general ledger trial balance (VA Form 4-1350) (RCS C-30) required by paragraph [4A.06.]

c.	The Service and Reclamation reports required by this section will be prepared in quadruplicate.  The original will be forwarded to reach the [Office of Budget and Finance (Controlled)] (047B1) not later than the 10th workday following the close of the reporting period.  Using appropriate region number, address two copies of the reports as follows: REGIONAL MEDICAL DIRECTOR, REGION NO.______ [94].  The other copy will be retained by the reporting station.

6L.02	ACCUMULATION AND DISTRIBUTION OF COSTS

a.	All costs will be accumulated under general ledger account 474027, cost centers 931, Administrative Support, and 932, Holding and Undistributed.  Administrative expenses, including administrative personal service costs, will be directly charged to cost center 931. Operating expenses, including operating personal service costs, will be accumulated in cost center 932 for distribution to projects and general ledger account 471715 and subsequently to general ledger accounts 474028 and 474029.

b.	The following costs will not be distributed to projects but will remain in cost center 932: undistributed portion of subaccounts 1090, 1098, 2103, 2104 and 2660 which are unrelated to projects; and decimalized subaccounts 1090.1 and 1098.1 to accumulate personal service costs of training, storekeeping, unclassified (meetings, shop upkeep, etc.), terminal leave pay, and severance pay.  All other costs remaining in cost center 932 at the end of the month will be transferred to general ledger account 471715 and recorded on a "dummy" project record under the applicable cost centers.  These costs will be reversed during the following month.

c.	The rate of distribution of personal service costs accumulated under cost center 932 will include regular pay plus all benefits and leave.  The hourly rate of distribution will be computed as follows; for example, a leave group II employee with a base pay of [$15,220.00:]

	Hours	Cost

Base Pay	2,080	$ [15,220.00

CSR-VA Share		1,065.40

FELIF-VA Share		56.16

FEHB-VA Share		1,236.04

[Medicare-VA Share]		205.47]

Less: Leave Hours	  [264]	

Total Hours and Cost	[1,816]	[$17,783.07]

Rate of Distribution-[$17,783.07 ÷ 1,816 = $9.79]

�d.	The total hours to be distributed to the annual compensation plus benefits for the various leave groups to arrive at the hourly rate of distribution are as follows:

Leave Group	Hours

I	1,872

II	1,816

III	1,768

e.	Depreciation charges, subaccount 2599, will be distributed to the cost centers in which the equipment is mainly used, and only to the cost centers which indicate depreciation on equipment.

6L.03	ACCUMULATION OF WORK-HOURS

a.	A work-hour control record will be established to accumulate all available hours in order to determine full-time equivalent employment data required.  Calculation will be made to one decimal place.

b.	Actual hours worked will be distributed to the applicable cost centers and subaccounts for personal services, including decimalized subaccounts 1090.1 and 1098.1 to accumulate the hours applicable to training, storekeeping, unclassified (meetings, shop upkeep, etc.), terminal leave pay, and severance pay.

6L.04	INCOME FROM COMPLETED PROJECTS

Income or Income Credits (accounts 473317, 473345, 473362, 473372, and 473376) must be recorded in the same accounting period in which the projects are completed and the cost transferred from the work-in-process account to the cost of projects completed accounts (474028 and 474029).

6L.05	COST OF REWORKED PROJECTS

Cost incurred through the necessity to rework projects must be recorded in the operating cost centers and transferred, when completed, to the account wherein the original cost was charged: i.e., Completed Reimbursable Projects or Completed Nonreimbursable Projects.  Administrative procedures will be developed whereby the Fiscal activity will be advised of "reworked" projects.

6L.06	PAYROLL ANALYSIS AND MISCELLANEOUS DATA REPORT

The payroll analysis and supplemental data report will be prepared on a cumulative fiscal year-to-date basis in the format prescribed by figure 6-16 and forwarded, as of the end of each month, as an addendum to the Supply Fund general ledger trial balance, [RCS 04-0436.]

6L.07	COST ACCOUNTING REPORT-SERVICE AND RECLAMATION DIVISION

a.	The Cost Accounting Report will be prepared on a cumulative fiscal year-to-date basis in the format prescribed by figure 6-17 and forwarded, as of the end of each month, as an addendum to the Supply Fund general ledger trial balance.  Semiannually, fiscal year to date hours and cost will be reported by subaccount under each cost center with subtotals for each cost center.  The columns work-in-process October 1 through gain-loss on S&R operations will be reported on the subtotal lines for each cost center only.  General ledger accounts, cost centers, and subaccounts without activity will be omitted.

b.	A breakdown of cost center 932 by subaccount, hours, and costs; and silver recovery of unsold assets will be reported under the "Remarks" section of the report.  The breakdown of cost center 932 will not be shown under the "Remarks" section of the semiannual report since the information will be reported under cost center 932, Undistributed.

Office of Budget and Finance (Controller) [(047G2)]

Veterans Administration Central Office	Org./Div. & No. 	

810 Vermont Avenue, NW	Location 	

Washington, DC 20420	Cum. FY 19          thru 	

Supply Fund-36X4537

Monthly Summary of Cost and Miscellaneous Data



Signature of Fiscal Officer	Signature of Director	

		

	JURISDICTIONAL	

COST SUMMARY	COST	FTEE

		

Applied Cost		

Personal Services	1,806,312.37	104.1

All Oth Svcs & Supplies	1,249,238.64	

Total Applied Costs	3,055,551.01	

(less reimbursements)		

3010	598,402.44	

Total Net Charges	2,457,148.57	

		



Analysis Accounting of Personal Service	

1101 - Regular Pay	1,540,865.84

1102 - Night Differential Pay	32.72

1103 - Holiday Pay	1,708.00

1104 - Overtime Pay	10,399.18

1105 - Terminal Leave Pay	16,529.69

1107 - Premium Pay	28,163.36

1108 - Sunday Premium Pay	1,356.56

1205 - Uniform Allowance	2,202.19

1114 - Cash Award	19,365.00

1208 - Subsistence & Temp. Exp. [and Miscellaneous Moving Exp.]	(2,975.00)

1209 - Real Estate Costs	(2,500.00)

1210 - [Relocation Income Tax and Withholding Tax]	(200.00)

1212 - FELI - VA Contributions	4,970.17

1214 - FICA - Employer's Tax	1,517.34

1216 - CSR - VA Contributions	110,495.01

1218 - FEHB - VA Contributions	59,033.59

1220 - Medicare Tax	15,348.72

[1222 - FERS - Ordinary Employee	-0-

1223 - FERS - Police and Firefighters	-0-

1224 - FERS - Thrift	-0-

1301 - Severance Pay	-0-

	

              Payroll Total	1,806,312.37

Monthly Hours:	17,584

Cumulative Hours:	162,327

Figure 6-16.  Payroll Analysis and Miscellaneous Data
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Figure 6-17. Cost Accounting Report-Service and Reclamation Division

�SECTION M. DVB COST ACCOUNTING

6M.01	SCOPE

a.	This section pertains to the administrative cost accounting system under appropriation 36-0151 of the Department of Veterans Benefits.  It prescribes uniform accounting procedures for accumulating these departmental costs.  These costs will be reported to the Austin DPC under the provisions of chapter 15, PAID Accounting Operations.

b.	Appendix B-1 contains the chart of accounts to be used in the Department of Veterans Benefits administrative cost accounting system.

c.	The procedures contained in this section augment the requirements contained under applicable sections of this chapter.

6M.02	ACCUMULATION OF BUDGETED PERSONAL SERVICE COSTS

a.	All budgeted personal service costs for employees whose fiscal payroll records have been converted to PAID are accumulated by the Austin DPC and reported under cost centers prescribed in appendix B-1.  The cost center used by the Austin DPC to accumulate the costs for an entire pay period is the cost reflected in the master record as of the end of a pay period.  Adjustments are required to be made by stations if an employee was journalized to a different cost center during any part of the pay period.

b.	All budgeted personal service costs for employees whose fiscal payroll records have not been converted to PAID will be accumulated at regional offices under the applicable cost center and subaccount shown in appendix B-1. (This applies to station 358 only.) Budgeted personal service costs will be charged to the cost center to which the employees have been properly journalized.

6M.03	ACCUMULATION OF BUDGETED COSTS OTHER THAN FOR PERSONAL SERVICES

a.	The principles followed in the subaccount and cost center structure as set forth herein may be used as a guide in determinations of cost classification.

b.	Specialized costs of significance associated with particular cost centers will be charged to those cost centers.  Only the subaccounts shown in appendix B-1 will be used and only under the cost center specified, with the following exceptions:

(1)	A new subaccount is prescribed which is applicable to the Department of Veterans Benefits operations and is not shown in appendix B-1.

(2)	The use of a subaccount which is not shown in appendix B-1 is considered to be proper.

c.	In the event a subaccount which is not shown in appendix B-1 is used as specified in subparagraph b(2) above, the [Regional] Field Director ([201]) will be notified by letter accordingly.  The notice will include brief descriptions of the supplies or services involved, the amounts and the symbols of the cost centers and subaccounts used to record the costs.

d.	Costs of a type not specifically provided under a cost center receiving the supplies or services will be charged to the appropriate subaccount under cost center 3095 in appendix B-1.

e.	Costs incurred for maintenance and repairs of office equipment (including costs of preventative maintenance contracts for equipment) will be charged to subaccount 2520.

f.	Costs of medical items (subaccounts 2631 and 2632) and for fuels (subaccount 2650) will be charged to subaccount 2660, Operating Supplies and Materials.

g.	Costs applicable to rented accounting machines will be charged to the following subaccounts:

(1)	Subaccount 2341 for the amount of the rental charges of the accounting machine only, exclusive of the maintenance portion.

(2)	Subaccount 2520 for the amount of the maintenance portion.

(3)	Subaccount 2342 for the amount the rental charges for the key punches only, which are coupled to the accounting machines.

6M.04	COMMON SERVICES CHARGES

a.	Accounting functions for common services furnished or received will not be accomplished at regional offices and centers.

b.	Central Office Finance Service will accomplish the Department of Veterans Benefits common services accounting function.  Separate accounts will be maintained under the 3000 series of cost centers to reflect the amounts of common service purchases and sales applicable to the Department of Veterans Benefits as provided in paragraphs 6F.03 and 6F.04.

c.	Annual common service requirements will be determined by application of the criteria set forth in paragraph 6F.05. Projected cost of officewide administrative costs to be accumulated in cost center 3095 (Undistributed) will be determined on the basis prescribed in paragraph 6F.05d. These will be reported as "Administrative" costs in the supplemental information of annual budget data specified in paragraph 6F.02.

6M.05	ASSET ACQUISITIONS

The reporting of amounts of budgeted and nonbudgeted asset acquisitions to the Austin DPC, as provided by chapter 15, "PAID Accounting Operations," does not eliminate the preparation of the semiannual asset acquisition analysis statements by regional offices as required by paragraph [4E.03].

6M.06	ASSET ACQUISITIONS-DVB RECORDS PROCESSING CENTER ONLY

a.	Costs of asset acquisitions for the DVB Records Processing Center will be included with the amounts of all other asset acquisitions of the St. Louis regional office as prescribed in this chapter and appendixes A and B. Recordings to the asset acquisition analysis accounts prescribed in appendix B-4, for the asset acquisitions of the DVB Records Processing Center will be reflected under "General Administration" as the using activity.

b.	Memorandum (additional) asset acquisition accounts will be maintained by the St. Louis regional office to record amounts of the applied cost value of assets acquired for the DVB Records Processing Center only.  These will be maintained for each of the series of asset acquisition accounts (budgeted and nonbudgeted) prescribed in appendix B-3.

c.	As of the end of each quarter, the St. Louis regional office will advise the [Regional] Field Director [(201)] by letter of the amount of costs recorded in each of the budgeted and nonbudgeted memorandum asset acquisition accounts specified in subparagraph b above.  This report will be forwarded by the St. Louis regional office not later than the ninth workday following the end of each quarter.  Reports Control Symbol 241-7 will be used for the report.

�6M.07	COSTS-PRIOR FISCAL YEAR APPROPRIATIONS

a.	Records will be maintained for costs incurred which are applicable to prior fiscal year appropriations.  The amounts of these costs will be included with amounts of other budgeted costs reported to the Austin DPC as provided by chapter 15, PAID Accounting Operations, under the following transaction types:

(1)	Transaction Type 40, Budgeted Costs (Other Than Personal Services), or

(2)	Transaction type 90, Budgeted Asset Acquisitions, and

(3)	Transaction type 95, Prior Year Costs (DVB).

b.	The total of subparagraph a(3) above must equal the total of amounts included in subparagraphs a(1) and (2) above which represent costs applicable to prior fiscal year appropriations.

6M.08	EMPLOYMENT DATA

Employment data for cost accounting purposes will be accumulated and reported under the PAID system in accordance with procedures contained in Chapter 15, PAID Accounting Operations.

6M.09	COST REPORTS

[CALM Report 830, Listing of Cost and FTEE by Cost Center, Subaccount, and Analysis Account, and CALM Report 839, Listing of Cost and FTEE-Nationwide Totals, are designated as the official cost accounting reports and will be released by the DPC monthly in accordance with MP-4, part V, chapter 12, section C.]
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