Fiscal Year-End

Why the year-end closing process is important: 
At the end of the university fiscal year (August 31), the financial records for the prior twelve-month period must be closed. Following closing, a financial report summarizing the transactions is prepared according to a set of standard accounting rules called "Generally Accepted Accounting Principles". The financial report is a public document audited by external auditors.  

Who is involved: Accuracy of the university's financial report depends on the participation and cooperation of all university financial personnel.

Preparing for year-end closing: The best way for departments to prepare for year-end closing is to reconcile accounts periodically throughout the year. This will provide opportunities to investigate and deal with issues promptly. Ideally, any reconciling items should be cleared within the month following reconciliation of accounts. 

In July and August of each year, a critical review must be done on all accounts in preparation for the year-end closing process.  This includes identifying accounts with deficit balances or deficit pools as well as review to identify accuracy of commitments.
Common account problems requiring immediate adjustment include:

· Deficit balances (bottom line)

· Deficit balances (budget pools)
· Encumbrances not released at time of payment
· Prior year encumbrances brought forward but not completed or paid

· Ensure that all commitment of funds for FY05 have been recorded in FAMIS 

How the year-end closing process is implemented:  Year-end closing involves two phases: August close and Month 13 close.  All adjustment listed above should be made by closing on August 31, 2005.  Month 13 is reserved for annual financial reporting adjustments only. 

Accruals

It is important that we match revenue and expenditures for accounting representation.  

The purpose of this concept is to make sure that all revenues and expenditures are recorded in the financial report at the appropriate time. So, when a financial report is compiled, the expenditures related to revenues should be recorded accurately and in full in that report. 

Example of an accrual:

July 31, 2005 - Purchase order issued to Latson’s for office supplies in the amount of $2000.

August 20, 2005  Order received - entered into FAMIS

September 5, 2005 - Invoice received

On August 31, 2005 this $2000 is an accrued expenditure.
The following will be recorded in FAMIS in FY05 as of August 31, 2005:
4020 061 L407017 08/31 LATSON PRINT 2000.00 P YER217 012000 00000 2101
The following will be recorded in FAMIS in FY06 as of September 1, 2005:

4020 061 L407017 08/31 LATSON PRINT 2000.00- N RYR217 012000 00000 2101
The accrual will be reflected in the FY05 account as expended and you will no longer see a commitment even though payment has not been made.  This commitment will be reflected in FY06.  The accrual reversal is posted in FY06 as a negative expenditure.  When the invoice is paid in the amount of $2000 the two entries net to zero and there is no impact on the account expenditures in FY06, in other words your budget balance available remains the same.  
Same concept is used for revenues
There will be a materiality threshold placed on accruals in the amount of $1000.
If an expenditure defined as accrued does not meet this threshold we will treat as an encumbrance (open commitment) budget brought forward.

Open Commitments/Encumbrances
In managing available resources, we need to recognize future commitments of resources prior to an actual expenditure. Encumbrances are used to reflect these

commitments in the accounting system and attempt to prevent overspending. When the order/services are received and the University is invoiced, the original encumbrance entry is cancelled and the expense and related cash payment is recorded.
During the year-end process these commitments are reviewed and adjustments are made accordingly.  At year end all true and accurate commitments/encumbrances not identified as an accrual will have budget brought forward to the new fiscal year equal to the encumbrances. 

Example of BBF2004 Recorded on FY05 books

3000 027 BBF2004 09/01 RESERVE FOR ENCUMBRANCE    1,882.18  BBFE01

Covers open commitments in FY04 as follows:
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Adjustments to Encumbrances

Action to take when adjustment to encumbrances are necessary
· Limited (L numbers)

· If an L number needs to be unencumbered use screen 243 to complete L number.  

· Exempt (E numbers)

· If an E number needs to be unencumbered use screen 238 to complete E number. 

· Purchase Order (P numbers) or Requisitions (R numbers)

· Please send request to purchasing with justification

· J documents 

· Contact Beverly Graves in Accounts Payable

· D (Print Shop)

· C (Bulk Mail)

· Q (Quick Copy)

· Contact Print Shop to unencumber funds

· S (Contracts)

· Contact Cherry Cooper in Purchasing

Telephone /Postage Encumbrances
If account reflects a telephone or postage commitment at year end the encumbrance budget will role forward into the next fiscal year.  This amount will be included in your BBFXXXX amount recorded for Reserve for Encumbrance.  

Please note:  If an account has a deficit balance we will unencumber any commitments for telephone and postage as necessary to cover deficit balance. 

Budget Brought Forward

The budget balance in certain accounts will automatically roll forward.  Balances in 22xxxx, 23xxxx, 27xxxx, 4xxxxx, 6xxxxx, 8xxxxx and 9xxxxx accounts are routinely reappropriated; requests to reappropriate are not required for these accounts.  Other account balances will close at year end unless re-appropriated.  
All budget brought forward entries are reflected as follows:

FY05 entry

3000 027 BBF2004 09/01 BUDGET BROUGHT FORWARD       1,838.63  BBF001

Below is screen 74 reflecting the FY04 ending balance designated to be brought forward:  
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Who to contact for resolution to year end adjustments

Budget Deficit




Janet Anderson, Budgets and Reporting

Accruals- Revenue and Expenditures

Carol Arrington, Financial Services

Encumbrance Adjustments


Beverly Graves

BBF’s





Carol Arrington, Financial Service
Questions
PAGE  
1

