Appendix F
Construction in Progress Control Procedures for Agencies

(05/03/12)


Rational for New Procedures and Forms

The Office of Accounts and Control and the State Budget Office have jointly developed some new procedures and forms that should provide better control over the way the State tracks its construction projects in progress.  State agencies that are responsible for overseeing State construction projects will be required to complete the new forms, named the Construction in Progress (CIP) Control Form and the Capital Project Status Report (CPSR) Form, beginning in FY2013.   The new procedures and forms are meant to be included in the FACTS manual as supplements to, rather than replacements for, the procedures and forms already in place for State construction projects.  Agency personnel will receive training before the end of the current fiscal year as to how to complete the new forms.
It is anticipated that the implementation of the new procedures and forms will result in the following improvements:

1. It should become easier to compare the RI-FANS accounting data for construction projects in progress with the information in the most recent capital budget.
2. All transactions pertaining to a particular construction project will be traceable across fund and source lines by means of a unique RI-FANS project code associated with that project.
3. The individual State agencies in charge of particular construction projects will be responsible for initiating timely RI-FANS journal entries to correct questionable entries of which they are informed by the Fixed Assets Unit of the Office of Accounts and Control.

4. State agencies will be required by fiscal year end to inform all interested parties, notably the State Budget Office, the State Office of Purchasing, and the Office of Accounts and Control, as to those construction projects that are completed.  This will help ensure that any necessary encumbrance liquidations, account deactivations, and accounting reclassifications can be made within the proper fiscal year.
5. Accurate account cross-validation rules will be put in place simultaneously with the creation of new account strings for construction projects.  
     1.   The following procedures apply to all construction projects controlled by any Rhode Island State agency except for the Lottery Division of the State Department of Revenue.  They do not apply to construction projects controlled by any component unit of the State.  While they do apply to building projects of the Rhode Island Department of Transportation (RIDOT), they do not apply to RIDOT infrastructure projects. 
2. Once the budget for any new construction project has been transmitted to the State Budget Office, the Budget Office will inform the agency in charge of the project that it must prepare and submit a signed Construction in Progress (CIP) Control Form for the project to its agency budget analyst in the State Budget Office within thirty calendar days.  If such construction project consists of a set of subprojects that are each to be accounted for separately in the RI-FANS system, then the agency needs to submit a separate CIP Control Form for each separate subproject.  The CIP Control Form must provide the following information:

a. For each project, the project name as listed in the capital budget, the subproject name (if applicable), the expected start date, the expected end date, and the estimated total cost of the (sub)project.

b. An indication as to whether the project (or subproject, if applicable) is for 1) new construction, or 2) a renovation which extends the useful life of an existing building component, or 3) an improvement involving the addition of a building component or section that did not previously exist, or 4) an ordinary repair or maintenance project that does not qualify as  “construction in progress” but which nevertheless is included as an item in the State’s capital budget, or 5) some other category of construction.

c. A brief description of the nature and scope of the (sub)project. 

d. If already determined, a complete list of the RI-FANS account code combinations (except for the natural accounts and project code) that will be used to account for the (sub)project.  Note that in the case of so-called asset protection projects, a separate line item sequence (LIS) number should be assigned to the capital asset component and to any normal operating repair and maintenance component.  

The Office of Accounts and Control (A&C) is only concerned with those projects expected to cost over $750,000.  However, because the State Budget Office also uses this form for a variety of different purposes, all construction projects and subprojects, regardless of total expected costs, need to be reported to the Budget Office on a CIP Control Form.  

3. The agency budget analyst will review the information on every CIP Control Form he/she receives and will add the list of RI-FANS account code combinations (except for natural accounts and project codes) for each (sub)project if the agency has not already provided it on the form.  The analyst will then sign the form and forward it to the State Budget Officer or his/her designee, who in turn will review the form and sign it.  If the total project cost indicated on the form is $750,000 or more, the State Budget Officer or his/her designee will then forward a copy of the signed form to the Supervisor of the Financial Reporting Unit of the Office of Accounts and Control. 

The agency budget analysts will follow up with any of their agencies that have not submitted their CIP Control Forms by the deadline. 

4. The Supervisor of the Financial Reporting Unit will review the information on each CIP Control Form he/she receives and make a determination as to whether or not the (sub)project in question qualifies for construction in progress status.  Said (sub)project will not qualify if either a) its total cost is expected to be less than $750,000, or b) the (sub)project is for ordinary repairs and maintenance, regardless of whether or not total cost is expected to be more than $750,000.  In cases where a (sub)project does not qualify for CIP status, the Supervisor of the unit will assign RI-FANS project code 00000 to the (sub)project.  He/she will sign the CIP Control Form and send a copy of it to the Accounting Section of the Office of Accounts and Control.  The Accounting Section will then put RI-FANS cross-validation rules in place that will 1) link the line item sequence (LIS) numbers associated with the project only with project code 00000, and 2) exclude natural accounts 661302 (Construction in Progress), 661351 (Architecture and Engineering – CIP), and 661361 (Consultant Services – Computer Systems Development) from linkage with the LIS numbers associated with the project.   

If the Supervisor of the Financial Reporting Unit determines that the (sub)project does in fact qualify as a true construction project, he/she will assign it a unique RI-FANS project code.  A valid project code must begin with a letter other than Z, followed by four other alpha and/or numeric characters.  The Supervisor will also specify the RI-FANS expenditure natural accounts that may be linked to the LIS numbers associated with the project.  He/she will sign the CIP Control Form and send a copy of it to the Accounting Section of the Office of Accounts and Control.  The Accounting Section will then put RI-FANS cross-validation rules in place that will 1) link the line item sequence (LIS) numbers associated with the project only with the project code designated by the Supervisor of the Financial Reporting Unit, and 2) limit the natural account linkages for the project only to those RI-FANS natural account numbers designated by the Supervisor. 
The Supervisor of the Financial Reporting Unit will also submit a signed copy of the completed CIP Control Form to 1) the State Budget Officer (or his/her designee), 2) the head of the Fixed Asset Unit of the Office of Accounts and Control, and 3) the chief financial officer (CFO) of the State agency in charge of the (sub)project.  This will ensure that every department with an interest in the accounting for the (sub)project  will know what the approved RI-FANS account code combinations for the (sub)project are.

5. The Fixed Asset Unit of the Office of Accounts and Control will track the individual transactions posted to each project in the RI-FANS system.  In cases where Unit personnel suspect the accounting for a particular transaction is incorrect or inaccurate, the Unit will notify the appropriate agency of the possible accounting error.  The agency will address the problem by either posting a correcting entry as soon as possible or by notifying the Fixed Asset Unit in writing that, in its opinion, the original entry in question was correct. 
6. With correct cross-validation rules in place, the number of RI-FANS account code errors on new purchase orders and expenditure transactions should be minimal.  The Supervisor of the Financial Reporting Unit will notify both the State Office of Purchasing and the responsible State agency of any inappropriate account code combinations that come to his/her attention.  Purchasing and the State agency involved will then coordinate between themselves any necessary electronic P.O. account number changes.    The Office of Purchasing will also inform the Division of Information Processing (DoIT) of any inappropriate account code combinations detected on each year’s July encumbrance detail report so that DoIT can change them before rolling the P.O.’s over into the new fiscal year.  
7. On the first business day of each quarter, the State Budget Office will send out a Capital Project Status Report (CPSR) update reminder to each State agency that had at least one construction project still in progress.  This reminder will let the agencies know that they are required to fill out the CPSR form in its entirety for each project by the following July 20, October 20, January 20, or April 20, as appropriate.  The CPSR form is located on the Budget Office web site at the following address: http://internal.budget.ri.gov/.  Once a CPSR form is completed, the State agency must send a signed copy to the agency’s budget analyst.  In the case of any project that is deemed to be 100% complete (unresolved contractor payment issues notwithstanding), the agency must also attach a copy of the certificate of occupancy issued by the State Building Code Commissioner (if applicable).
The agency budget analysts will follow up with any of their agencies that do not submit their CPSR forms by the deadline.  
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