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State Offers New Optional
Retirement Program

The Comptroller's Office will implement a
new supplemental retirement plan for state
employees by December.

The "401(k)" is an optional retirement plan
that lets employees shelter some of their in-
come from current taxes. The plan is named
for the section of the
IRS code authorizing
this specific type of re-
tirement program.

The 401(k) plan is
similar to the 457 plan
currently available to
state employees, but it
does have a couple of
additional benefits.

The basic goal of
both plans is to allow
employees to reduce
taxable income by the
amount deposited into
the deferred compensation account. Investment
earnings accumulate tax free as well.

Unlike the current Deferred Compensation
Plan, the 401(k) is what is known as a "quali-
fied" plan. This means the employee enjoys
certain additional tax advantages.

One major advantage is called 10-year for-
ward averaging--a special tax treatment for
money withdrawn from the plan. Money taken
out of the plan, under strict withdrawal re-
quirements, is taxed as ordinary income. But
10-year forward averaging allows the employee
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to spread out the lump-sum amount for tax
purposes--as though it had been received over
10 years.

Another advantage over the current plan is
that money taken out of a 401(k) account can
be deposited into an Individual Retirement

Account to further
defer taxation.

Also, money can
be taken out of a
401(k) account to
buy a primary resi-
dence or finance a
college education--if
no other money is
available.

Investment op-
tions under the new
plan will include
guaranteed interest
contracts, money

market funds and growth/income mutual
funds.

Anyone paid out of the State Treasury can
participate in either or both of the retirement
plans. But employees can not transfer the
balance in a 457 account into a new 401(k)
account.

Plan participants can have an Individual
Retirement Account in addition to either or
both of the state supplemental retirement plans.

Agency personnel or payroll offices will
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Straight Facts
Texas' state budget has faded from the

daily headlines. The impact of tight eco-
nomic times on the budget is no longer
big news. The new budget is in place and,
for all intents and purposes, no agency
seems the worse for the experience.

But that doesn't mean we, as state
workers, can forget about fiscal
responsibility.

In the next two years, state government
needs to wring the last drop of value out
of every penny in the new budget.

The problems that demanded tough fi-
nancial decisions during the 1985 legisla-
tive session have not faded away. Tradi-
tional sources of revenue for Texas, such
as oil and gas taxes, probably will contin-
ue to decline over the next several years.

It is up to state workers--employees and
executives--to forge new and better ways
of operating state government so as to
provide Texans the services they expect--
at prices they can afford.

This means working more efficiently.
In my office it means streamlining oper-

ations in every way possible. We have cre-
ated a new task force to review our inter-
nal activities and recommend further
improvements.

But programs and task forces, alone,
won't get the job done. The responsibility
for giving Texas taxpayers the best return
on their tax dollars ultimately rests with
each individual state employee. It comes
down to the way you and I do our jobs.

We have done that job well over the
past two years. State workers have come
up with hundreds of ways to save the
state money. Many of those suggestions
have been put in place.

But, while this may be the time for a
pat on the back, it is not the time to lean
back and put our feet up on the desk.

State Offers
Retirement Continued
handle questions about the new retirement
program. Brochures and group meetings will
further explain the plan. Additional informa-
tion is available through the Comptroller's
Fund Accounting Division at 512/463-4900 or
STS 463-4900.

Comparison of Key Features
Of State Deferred Compensation Programs

Key Existing New
Features 457 Plan 401(k) Plan IRA

Maximum Lesser of Lesser of Lesser of
Annual $7,500 or $30,000 or $2,000 or
Deferral 20% of 20% of 100% of

salary salary salary

IRA No Yes N/A
Rollover

Distribution Retirement, Retirement, Discretion of
death, sepa- death, sepa- participant,
ration, ration, age with possible
hardship' 59., penalties

hardship'

Tax on Ordinary Ordinary in- Ordinary
Distributions income come. 10- income

year for-
warding
allowed

Loans No Yes- No

'The IRS has strict guidelines covering financial hardship,
and requirements must be met to withdraw money from
these plans. Severe financial hardship includes non-
budgetable, unforeseeable emergencies. But, under 401(k),
hardship can include the purchase of a primary residence
or the payment of a college education, if no other funds
are available for those purposes.
Loans will not be available for the 401(k) plan immedi-
ately. You will be notified when this feature becomes available.

SOURCE: Bob Bullock. Comptroller of Public Accounts.



Legislature ;-
Changes _

Agency
Operations:

The 1985 Legislature approved changes in
the way state agencies handle employee over-
time, pay per diem and allocate vacation and
sick leave.

Some of these changes are outlined below.
Overtime--The general provisions concern-

ing overtime for state employees were changed
to reflect recent federal court rulings.

Employees subject to the Fair Labor Stan-
dards Act are entitled to overtime for any
hours over 40 worked during a work week. All
state workers, except exempt employees, are
subject to the Fair Labor Standards Act.

Agencies can offer either compensatory time
off or pay, at the rate of time-and-a-half, for
the additional hours worked.

Employees not covered under the Fair Labor
Standards Act may be allowed compensatory
time off for any hours worked over 40 hours
during a work week.

Per Diem of Board or Commission
Members--Members of boards and commis-
sions can receive actual expenses for meals
and lodging up to a maximum of $75 per day.

Board and commission members also receive
$30 compensatory per diem for a total of
$105 per day, plus actual transportation
expenses.

Reimbursement for meals, lodging, transpor-
tation or per diem is limited to travel related
to official board or commission business.

Employees Vacation and Leaves--Several
changes were made to the general provision for
vacations and leave.

" Instructors at schools for the blind or deaf
with appointments of less than 12 months
were exempted from accruing annual
leave.

" Higher education employees with appoint-

ments of less than 12 months are exempt
from accruing sick leave.

" The death of a grandchild is now consid-
ered an emergency leave situation.

" Employees can take leave with full pay for
up to 15 days per calendar year for Na-
tional Guard training.

" Pregnancies and adoptions of children
under three will be treated as temporary
disabilities, with leave in each case deter-
mined on its own merits.

" Legislative employees will be granted
leave "only" at the discretion of the pre-
siding officer of each house.

" Leave without pay can be given in disci-
plinary and worker compensation situa-
tions without requiring the employee to
exhaust annual and sick leave.

" Blind employees are allowed leave with
full pay of up to 10 days per fiscal year to
attend seeing-eye-dog training.

Questions about these and other changes can
be directed to the Comptroller's Claims Divi-
sion at 512/463-4850 or STS 255-4850, or the
Fund Accounting Division at 512/463-4900 or
STS 255-4900.

Copies of a Comptroller letter outlining the
major changes caused by the Appropriations
Act also are available from either Claims or
Fund Accounting.

How To ... Compi
Along with a payroll voucher, agencies pro-

vide the Comptroller's Office with a monthly
Payroll Detail Sheet about each employee's
pay and deductions.

This employee pay information helps the
Comptroller keep track of agency spending.

The following explains what is required on
the Payroll Detail Sheet, in the order that the
items appear on the detail sheet.

The Transaction Code used on the Payroll
Detail Sheet should match the code used for
the payroll voucher. Transaction code 022 is
for monthly payroll and direct deposit. Code
023 indicates semi-monthly, supplemental,
hourly and lump-sum vouchers.

The Fund Number indicates the source of an
employee's paycheck. For example, 001 indi-
cates that employee pay will come out of the



Closing a State Agency--
More Than Just Turning Off Lights

'Texas law allows state legislators to "sun-
set," or close down, state agencies that are no
longer necessary or are duplicating the func-
tions of another agency.

The 1985 Legislature discontinued four state
agencies--the Merit System Council, the
Health Facilities Commission, the Coastal Ma-
rine Council and the Prosecutors Council.

But shutting down an agency is not as sim-
ple as just turning off the lights and going home.

The Sunset Advisory Commission provided
the following list of departments involved in
shutting down an agency.

The State Purchasing and General Services
Commission assumes ownership of fixed
assets--such as desks, chairs, typewriters and
the like. The Commission also works to end
contracts for the lease of office equipment or
space.

The General Land Office assumes ownership
of any real property--office buildings or land.

The State Auditor's Office determines which
agency files to store permanently and which to
destroy. The State Library is responsible for
actually storing or destroying files.

The Auditor's Office also closes the agency's

III4 U D accounting books. TheComptroller's Office
closes out appropriations
in the agency's name,
transferring any remaining
money into the General

--Revenue Fund.
While no employee of

a closing state agency
is guaranteed a job

/< elsewhere, the Texas Em-
/ - o ployment Commission

is available to help em-
ployees with their job search.

The Governor's Office assigns another agen-
cy to service any outstanding bonds of the
closing agency. The Attorney General's Office
handles any lawsuits filed in the agency's
name.

Agencies usually have a year to close up
shop--although there are times when funding is
discontinued before that time.

Any agency that needs help shutting down
can contact the Sunset Advisory Commission
at 512/475-1718.

ete a Payroll Detail Sheet
General Revenue Fund. Employees should be
grouped by the fund that is to be the source of
payment. Employees paid out of more than
one fund will be issued a warrant for each fund
source.

Line numbers indicate the order in which
the agency wants warrants issued--in ascending
order beginning with 00001. All of the informa-
tion on an employee is assigned the same line
number. A new number indicates information
for another employee.

Sequence numbers correspond with address
lines (or "A" lines), which indicate who is
being paid. These numbers start with one and
increase as additional address lines are needed.
If an employee's name is longer than a certain
number of characters, two address lines will be
needed, using sequence numbers one and two.

The fiscal year on the form matches the fis-
cal year for the pay period.

Cost centers match spending with agency ap-
propriation accounts. Agency appropriation con-
trol officers have lists of expenditure cost cen-
ters. Deductions from employee pay are assigned
unappropriated cost center numbers since they
do not reduce agency appropriations.

The Comptroller's Object Code identifies the
type of employee being paid. The FACTS
Manual lists specific codes for specific employ-
ees. For example, object code 7002 indicates
salaries and wages for classified and non-
classified permanent full-time employees.

The Payee Vendor Number is a 14-digit
number assigned to the employee being paid.
The Payroll Sequence Number merely identi-

Continued



How To.... Continued

fies the employee's location on the payroll and
is an internal accounting tool for the agency.

Gross amount is the classified or exempt sal-
ary on monthly and semi-monthly vouchers.
For any other type of voucher, it is the gross
amount due for the period worked.

The net amount is the actual amount of the
warrant--the gross amount minus any deduc-
tions. Deductions from employee pay include
federal income tax withholding, Social Securi-
ty, retirement, insurance, bonds, deferred com-
pensation, child support and federal tax levies.

Replays... A Summary of Recent Comptroller Notices

Vendor Certification
Under a new Comptroller policy, vendor cer-

tification is no longer required for purchase
vouchers. The new policy will cover all pur-
chase vouchers submitted for payment on or
after August 26, 1985.

The agency employee designated to approve
the payment of purchase vouchers must sign
the voucher. A signed agency certification also
is required. Agency approval and certification
must be signed by different people.

Travel and construction vouchers may be ap-
proved by one agency employee.

Purchase vouchers are being revised to re-
flect this new policy. In the meantime, agencies
should use the current purchase voucher until
the stock is depleted.

New Phone Numbers
The Comptroller's Office has converted to the

new Capitol Complex Telephone System (with
STS replacing the old Tex-An nickname).

Here is a list of the new numbers for fre-
quently called divisions and sections:

Fund Accounting
Appropriation Control
Miscellaneous Claims
Manual of Accounts
Deferred Compensation
Claims Division
Purchase Vouchers
Judiciary/Travel
Payroll/Special Services
Voucher Control
Research

Austin
Number

463-4900
463-4900
463-3844
463-3843
463-4900
463-4850
463-4859
463-4855
463-4858
463-4860
463-4857

STS
Number

255-4900
255-4900
255-3844
255-3843
255-4900
255-4850
255-4859
366-4855
255-4858
255-4860
255-4857

Dual-Employment Overtime
A non-exempt employee working for more

than one state agency may be eligible for over-
time compensation if the employee works more
than 40 hours, combined, in a work week.

Employing agencies must consider all com-
bined time worked in excess of 40 hours a
week as overtime and compensate the employ-
ee in accordance with Fair Labor Standards
Act provisions.

If the employee works for two separate state
agencies, the agencies should work together to
determine which is responsible for paying em-
ployee overtime or providing compensatory
time off. Whichever option is chosen--overtime
pay or compensatory time off--the rate would
be at time-and-a-half.

This situation may also apply to employees
who contract with, or act as a consultant to,
another state agency.

Additional information is available in the
payroll manual (revised July 1985) and in Ac-
counting Policy #23. Or call the Claims Divi-
sion at 512/463-4850, STS 255-4850, or Fund
Accounting at 512/463-4900, STS 255-4900.

Tourist Development Funding
A portion of the Texas Tourist Development

Agency's appropriations for the 1986-87 budget
period is contingent on revenue raised from
the sale of Texas Sesquicentennial souvenirs.

As much as $17.4 million in appropriations
for the agency will depend on money raised
through the sale of various souvenirs commem-
orating the Sesquicentennial.
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Q. Who is eligible to participate in the state's
Deferred Compensation Plan? Will the
same eligibility apply for the new 401(k)
Deferred Compensation Plan?

A. Anyone paid by the State of Texas is eligi-
ble to defer a portion of their income
through the state's 457 Deferred Compen-
sation Plan. This includes state employees
and appointed or elected officials. Partici-
pation in the 401(k) program initially will
be limited to employees who are paid out of
funds kept in the State Treasury.

Q. Who should consider investing in a De-
ferred Compensation account?

A. All state employees should consider the in-
vestment, but remember that a Deferred
Compensation Plan is not a regular savings
account. As a supplemental retirement ac-

count, the rules for withdrawing money
from a Deferred Compensation account are
very strict. These accounts are particularly
well-suited to employees who:
" are members of a two-income family;
" are single with no dependents;
" are saving or investing already on an

after-tax basis; or
" are paying substantial income tax.

Q. Where should vendor applications be at-
tached to a voucher?

A. Vendor applications should be attached to
the back of the voucher. This will speed up
processing.

Q. What is an authorized signature?

A. An authorized signature is the signature of
an officer or employee of a state agency
designated to approve the claims submitted
to the State Comptroller for payment.

Q. Must all signatures on vouchers be
original?

A. Yes. Carbon copies, rubber stamp and pho-
tocopies of signatures are not acceptable.

BOB BULLOCK
COMPTROLLER OF PUBLIC ACCOUNTS
STATE OF TEXAS
AUSTIN, TEXAS 78774
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