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Revenues provide the major source of financing for the state. Generally, revenues are derived from taxes, licenses, fees, fines, and receipts from the federal government or investment earnings. 

General Revenue Recognition Policy

1. Revenues of governmental funds are recognized on a modified accrual basis of accounting. Under this basis of accounting, amounts must be earned, measurable, and available. Measurable is the ability to quantify the amount of the revenue and receivable and available means the amount is collectible within the next fiscal year. Revenue for proprietary and fiduciary is recognized on the accrual basis of accounting, and amounts are recognized when earned regardless of when cash is received. See SAM section 13400.

Government Code section 13302 requires that an agency’s/department’s system of accounting provide, with respect to the General Fund and other governmental funds as follows:

· For the accrual of revenues at year-end if the underlying transaction has occurred as of the last day of the fiscal year, 
· The amount is measurable, and the actual collection will occur either during the current period or after the end of the current period but in time to pay current year-end liabilities.

The method to record revenues is as follows:

a. During the fiscal year, an agency/department may account for revenues accounts will be credited on a cash basis as of the date the remittances are received or amounts transferred from other funds are determined to be earned. Agencies/departments can also record revenue accruals on a monthly basis if it is appropriate to do so as long as it is done consistently and the accruals at year-end are in accordance with the revenue accrual policies in the State Administrative Manual.
 
b. [bookmark: _GoBack]Amounts due the state and earned as of June 30, At fiscal year-end, agencies/departments will accrue revenue earned whether billed or unbilled, but not collected as of June 30, if they are measureable and estimated to be received within the next fiscal year.will be accrued as revenue if it is estimated to be collected within the ensuing fiscal year, see SAM section 10610, Entry A-9, Revenue Is Accrued.  For those amounts that are unbilled, the receivable will also be accrued, see SAM section 10602, Entry A-3, Accounts Receivable Abatements and Reimbursements Are Accrued.  

c. Amounts earned but not estimated not be collected within the ensuing fiscal year will be fully deferred and will not be accrued as revenue. 
 
Adjustments will be made to the June 30 account balances if it is determined in July that cash received on or before June 30 was actually earned prior to July 1.  If these amounts were originally recorded as an accounts receivable, the receivable will also be reduced.   

Revenue Recognition Criteria-When Cash Received is Considered Earned
 
Unless otherwise provided, cash received is earned as follows: 
 
1. Fees for an original or renewal registration, license, permit, or certificate are earned upon registration or issuance unless a renewal receipt is issued in a fiscal year which precedes the first day of the renewal year. Agencies/dDepartments will account for the issuance of renewal receipts as follows: 
a. Credit the revenue account of the fiscal year in which the renewal receipt is issued if the renewal receipt is issued in the same fiscal year as the renewal year. 
b. Credit a revenue collected in advance account if the renewal receipt is issued in a fiscal year which precedes the first day of the renewal year. 
2. An application fee, filing fee, or other fees which by law or administrative practice is not subject to refund is earned when the remittance is received. 
3. A fee for a specific service is earned upon the performance of the service. 
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Revised 10/2020 and moved to new section 8216, Recording Revenue Collected in Advance
Revenue collected in advance received on or before June 30, but not earned as of that date will be accounted as revenue of the fiscal year in which it is earned.  On or after July 1, an entry will be made crediting a revenue account and debiting a revenue collected in advance account. 
 
If unearned revenue is remitted to the State Treasury before July 1 of the fiscal year in which it is earned, it will be recorded as Account No. 3410 Revenue Collected in Advance or Account No. 3430 Operating Revenue Collected in Advance.  On or after July 1 of the fiscal year in which revenue so remitted is earned, departments will request the State Controller’s Office (SCO) to transfer the applicable amount to the appropriate Revenue or Operating Revenue account. 
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