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Expenditure ACCRUALS

The University of Montana is required by the state to record all activity in accordance with generally accepted accounting principles (GAAP).  GAAP requires that expenditures be recognized in the accounting year incurred, which creates the necessity for recording expenditure accruals.  The Montana Operations Manual defines an expenditure accrual as the recognition of expenditure activity prior to its actual receipt or disbursement.

Accrual Types (including criteria for each):

“A” accruals (STATE FUNDS ONLY).  Valid open orders of goods or services received after June 30th will be accrued as “A” accruals upon request of departments.  These will be used for budgetary purposes only.  “A” accruals will be booked on a Banner reversing journal voucher according to the details listed in the Accounting Model section.
· Only items $500.00 or more will be accrued.  Any item under $500.00 will be considered immaterial and will be expensed in the next fiscal year as a prior year expense.  Reminder, prior year activity must have a value equal to or greater than $100.

· Valid open orders of goods or service received after June 30 will be accrued only if there is valid documentation that the order was placed prior to June 30th  (e.g. purchase order recorded in Banner, order confirmation or other proof that the order was placed prior to June 30th).

· Accruals over $25,000 must include backup documentation for review by the accounting supervisor and must be approved by the Director of Business Services.

“B” accruals (All Funds including State Funds).  Valid open orders on goods or services received on or before June 30th, but not recorded in Banner will be accrued as “B” accruals.  Every effort should be made to ensure that invoices on hand are entered by the dates listed on the critical cutoff schedule.  The majority of accrual entries prepared at fiscal year-end will be “B” accruals.  “B” accruals will be booked on a reversing journal voucher, using balance sheet account 2301B for non-state agency providers (as indicated on the Accounting Model section).  For accruals with other state agencies, see the Due To/Due From Other Business Unit Procedures document.
· Only items $500.00 or more will be accrued.  Any item under $500.00 will be considered immaterial and will be expensed in the next fiscal year as a prior year expense.  Reminder, prior year activity must have a value equal to or greater than $100.

· Valid orders of goods or services that have been received prior to or on June 30, but have not yet been paid will be accrued.

· Accruals over $25,000 must include backup documentation for review by the accounting supervisor and must be approved by the Director of Business Services. 

Review and Preparation


The Accrual Team will review encumbrances and departmental expenditure requests to determine which ones qualify as accruals.  They will generate the corresponding journal voucher transactions to record the accruals.
Departmental requests must be submitted to Business Services on or before the date posted on the Fiscal Year End Critical Cutoff Schedule.  Requests should include the following:

· Identify type of accrual – “A” accrual or “B” accrual (definitions listed above)

· Explanation and supporting documentation

· Identify vendor (if the vendor is another state agency, special accrual accounting is required – see the Due To/Due From Other Business Unit Procedures)

· Department contact person and phone number 

Restricted grant funds are not required to accrue expenditures or encumbrances.  However, if an item is split funded with a grant, the entire cost needs to be accrued.
Supporting Documentation


Campus departments must provide an adequate explanation for accrual requests and proper supporting documentation.  Accrual requests for supplies and materials should have a copy of a receiving document or packing slip dated June 30 or before; estimates for utilities should be well documented; estimates for services should be supported by a contract or invoice.  Requests for accruals on items or services received after June 30 must include proof that the order was placed prior to June 30 (e.g. purchase order in Banner, order confirmation from vendor, etc.).

Recording of Accrual Entries at FYE

Accrual journal vouchers are entered in the current fiscal year at the end of the fiscal period.  Accountants are responsible for maintaining a log of the JV numbers.  The document number structure is designed to identify the campus (fourth digit) and the fiscal year (fifth digit) – JRE35xxx would identify the document as a Missoula, fiscal year ’10 document.
· Missoula
JRE3YXXX  (where ‘3’ = campus; Y = fiscal year and ‘XXX’ = one-up numbers)

· Helena

JRE4YXXX  (where ‘4’ = campus; Y = fiscal year and ‘XXX’ = one-up numbers)
· Butte

JRE5YXXX  (where ‘5’ = campus; Y = fiscal year and ‘XXX’ = one-up numbers)

· Dillon

JRE8YXXX  (where ‘8’ = campus; Y = fiscal year and ‘XXX’ = one-up numbers)

Reversal of Accrual Entries in the New Year

In the next fiscal year, all accruals are reversed. Systems will generate a document (#JRxxxxxx) to reverse the original accrual postings (entered with a JRE document prefix, other documents must be manually reversed).  When payments are made for accrued expenses they are processed as a normal transaction in the new fiscal year.  It is the responsibility of the paying department to make sure the index and account code match the original accrual accounting.  Accountants are responsible for ensuring that all accrual liabilities have been reversed in the new year.
Accrual Categories
	DOCUMENT TYPE
	RESPONSIBLE PARTY
	PROCEDURES
	ACCRUAL PREPARATION

	All Requisitions and all Purchase Orders


	Accounts Payable & Purchasing 
	1) Encumbrance clean up (beginning June 1) will be done prior to FYE  to make sure a reasonable amount is left encumbered against outstanding obligations

2) Accounts Payable runs a report of all open requisitions & purchase orders after June 30th.   A copy is sent to departments listing their open items.

3) Departments review & document if goods/materials have been received but not paid by June 30th and return signed copy to AP.

4) AP reviews department report and compares with additional reports/documentation to determine if accrual is valid.

5) Accrual Team completes accrual document for valid A & B accruals.

A/P will work with departments to get usage readings on June 30 for copy contracts to be included on accrual document.

All other encumbrances will not be accrued and will be liquidated via a normal journal voucher.  These encumbrances are considered immaterial and will be expensed in the next fiscal year.


	Accounts Payable, Purchasing, & Accounting Services will prepare “A” and “B” accrual journal vouchers via JRE#YXXX (log of numbers maintained by Accounting Services).

A/P should be notified of bills, which were accrued to ensure proper payment in the new fiscal year.

	Facility Work Orders
	Facility Services Accountant,

Accounting Services
	1) Business Services fund accountant and Facility Services accountant meet to review outstanding Facility Work Orders to determine which orders will be accrued.

2) Business Services fund accountant completes accrual document for valid A & B accruals.


	Accounting Services prepares JRE#YXXX accrual journal voucher.

	Term Contracts
	Purchasing - No accruals.
	Not accrued. 

Purchasing will liquidate any encumbrances in the encumbrance clean up process.
	Accrual preparation not necessary.

	UM Procard
	Procard Administrator


	Typically no accruals needed, because the normal billing cycle ends on the 21st of each month

Systems will coordinate with UM Procard Administrator to download and record expenses for transactions posted to UM’s account between June 20 – June 30.

Special requests for accruals must be received from the department by the date posted on the Critical Cutoff schedule

REMINDER – there are no guarantees that Procard purchases made during the interim period will be included on the final statement.  If the goods or services have not been received by June 30th, the transaction cannot be accrued unless it is from a state fund.  If it is from a state fund, the appropriate documentation is required.


	Accrual preparation generally not necessary; if requested by Department, Accounting Services will prepare JRE#YXXX accrual journal voucher if approved.

	Entertainment

Travel 

Independent Contracts


	Accounts Payable

Accounting Services


	These items are not usually accrued; however accruals can be prepared if requested by a department and includes the proper documentation.

1) All requests to accrue expenses for these activities occurring prior to or on June 30 must be submitted by the date posted on the Critical Cutoff schedule.

2) Accrual Team reviews information to see if it meets FYE accrual criteria and completes accrual document for valid accruals.  

3) Any expenses not submitted by deadline will be entered in the new year.


	Accrual preparation generally not necessary, if requested by Department; Accounting Services will prepare JRE#YXXX accrual journal voucher if approved.

A/P should be notified of bills, which were accrued to ensure proper payment in the new fiscal year.

	Misc .Accruals:

Misc. Department requests

Utilities

Sick and annual leave liability

June long distance phone calls

Outstanding Library book orders

Credit Card Fees for Charges in June
	 Accounting Services


	Misc. Department requests:

1) All requests to accrue expenses for these activities occurring prior to or on June 30 must be submitted by the date posted on the Critical Cutoff schedule.

2) Accrual Team reviews information to see if it meets FYE accrual criteria and completes accrual document for valid accruals.  

Remaining accruals will be prepared by the assigned accountant and will include appropriate documentation.  In some cases, the accrued amount is an estimation of costs based on historical data.


	Accounting Services prepares JRE#YXXX accrual journal voucher.

A/P should be notified of bills, which were accrued to ensure proper payment in the new fiscal year.

Note: Both revenue and expense amounts may be accrued in some situations.


Accounting ModelS
“A” Accruals

SABHRS requires that “A” accruals be recorded as an encumbrance instead of an accrual.  This type of transaction will only affect the SABHRS budgets, and not fund balance, thus eliminating the need for the Accounting Bureau to adjust for “A” accruals in Montana’s Comprehensive Annual Financial Report (CAFR) in accordance with generally accepted accounting principles.  To satisfy budget reporting requirements to CHE; in BANNER, ‘A’ accruals are recorded as an expense in the Budgeted Fund/Org/Program and to offset the expense a credit to the same account is recorded in a non-Budget GAAP Fund/Org/Program.  The zero net effect to expense in BANNER by Fund Type will then reconcile to the Actuals Ledger in SABHRs.


“A” Accrual Accounting Model (STATE GENERAL FUNDS ONLY)
Current Fiscal Year - 

Step #1: Accrual entries are prepared and recorded during the fiscal year-end process to record accrued item.  (See Attachment A – sample document)









Debit

Credit


Expense – Budgeted FOP/Index



500.00

Expense – Corresponding Non-Budgeted GAAP FOP


500.00


Step #2: A SABHRS Only Type “E” transaction is prepared and will post only to the SABHRS encumbrance ledger.  No Banner Backdoor is necessary.  (See Attachment B – sample document)

Expense – Budgeted FOP/Index



500.00



Accrual Liability Account 2403





500.00

New Fiscal Year - 


Step #3: Systems reverses both accrual entries in the new fiscal year, using the reversal process for the Banner document and the SABHRS Only reversal document (see Attachment C – sample document) provided by the accountant. Payment is made on the invoice when it is received in the new fiscal year.










Debit

Credit
Expense – Budgeted FOP/Index





500.00

Expense – Corresponding Non-Budgeted GAAP FOP
500.00




Expense – Budgeted FOP/Index





500.00
Accrual Liability Account 2403



500.00





Expense – Index




500.00



Cash








500.00


“B” Accrual Accounting Model (excluding other State Agency Providers – see Due To/Due From Other Business Unit Procedures)
Current Fiscal Year -

Step #1: Accrual entries are prepared and recorded during the fiscal year-end process (See Attachment D –sample document).










Debit

Credit


Expense – Index




500.00

Accrual Liability Account 2301B





500.00

New Fiscal Year -
Step #2: Systems automatically reverses the accrual entry in the next fiscal year and payment is made on the invoice when it is received in the next fiscal year.










Debit

Credit
Expense – Index 






500.00

Accrual Liability Account 2301B



500.00






Expense - Index




500.00





Cash








500.00
Preparing Accruals

Information required on all BANNER Accrual JV Forms
· All Banner first accrual documents must use a JRE#YXXX document number.  Each campus will maintain its own JRE#YXXX number log.  Please use the format outlined on page two when setting up your number logs:

NOTE:  If the JRE document-numbering scheme is NOT followed, the automatic reversal process will NOT happen. 

· “A” and “B” accruals must be on separate documents!  Different Rule Codes apply.

· The transaction date must be June 30th.

· The Program Code MUST be included for all “B” Accrual liability lines using account 2301B.
Typically, this will automatically pull in if using Index Codes.  However, if an Index code is not used, then you MUST key in the related Program Code.  (The State requires the SABHRS subclass value (Banner Program) from the related expense line be included on the liability line.  The State Interface job will handle this requirement, ONLY if the Program Code is included in the Banner document.  PLEASE BE CAREFUL!) 

· Enter document in Banner using either the on-line JGAJVCD form or the spreadsheet feed process.  If using the spreadsheet feed process, please follow the instructions outlined in the procedures document located on the Business Services web site.  NOTE:  the document number must be a JRE number instead of the format listed in the procedures.  If a JRE number is not used, the automatic reversal will NOT happen.

· All documents require the approval of a senior accountant.
“A” Accruals:

· “A” accruals will be recorded in Banner as a debit to the budgeted Fund/Org/Program/Expense account and a credit to the corresponding non-budgeted Fund/Org/Program/Expense account.  See sample document – Attachment A.
· Rule Code JACA.

· In addition, a SABHRS Only journal voucher will be recorded to the Encumbrance Ledger that debits the budgeted Fund/Org/Program/Expense account and credits the Accrual Liability Account 2403 using the PeopleSoft Only Journal Voucher-“A” Accrual form with source code ONL.  See sample document – Attachment B.
· Reminder – liability account 2403 requires an open item/x-reference number.
· NOTE:  Since the SABHRS only entry does not qualify for the automatic reversal process, a reversing JV for the new fiscal year needs to be prepared for systems.
Suggestion:  prepare both SABHRS only documents at the same time.  The closing fiscal year document will have the June 30th date and the reversing document will have the new fiscal year with a July 1st date.  See sample document – Attachment C.
“B” Accruals (excluding Other State Agency Providers):

· “B” accruals will be recorded as a debit to the index/expense and a credit to the accrual liability account 2301B.  See sample document – Attachment D.
· Any accruals with another state agency must be recorded to account 2106B (see Due To/Due From Other Business Unit Procedures).

· Rule Code JAC.
· Program code is required on the line for liability account 2301B.  If an index code is used for this line, the program code will default.

Purchase Order and Contract Encumbrance Accrual Procedures
PO and Contract Encumbrance Accruals:  AP – Lu Terry / Accounting – Dawn Slama
Step #1
See the document for instructions on encumbrance clean up and purchase order rollover.

Step #2
Run the FGROPNE report at the beginning of the accrual process for all open requisitions, purchase orders and general encumbrances.   Campus Services will email departments with a list of open documents to the departments.  The departments will sign and initial if the goods and materials are received but not paid by June 30 and return to Campus Services by the deadline posted on the Critical Cutoff schedule.

Step #3
Accounts Payable investigates and compares this encumbrance report to FGROPNE report.  Any corrections will be noted on the master copy of this report.  The investigation must include a verification of the received amount and the open order balance per accounting line.

Step #4
Accounts Payable reviews and approves invoices entered during close out period listed on the critical cutoff schedule for goods and materials that are received that period.  Once the accrual JV is entered and completed in Banner all invoices will be entered in the new year.  (Please refer to the Processing Invoices in the New Year procedures).

Step #5
The Accrual Team completes JV accruals using the departmental worksheets that are returned to Campus Services and forwards to Accounting Services for entry.
Accrual JV Document Checklist

· Accrual amounts must be $500.00 or over.

· Accruals over $25,000 must include backup documentation for review by the accounting supervisor and must be approved by the Director or Assistant Director of Business Services.

· If the accrual is for equipment, Property Management must see it.  This is determined by a 63xxx account code and a value greater than $5,000.

· Using the FGROPNE report (Run FGROPNE by “F” which will list open encumbrances by FOAP) or the Encumbrance access database: Review encumbrances to determine whether the transaction is an “A” accrual or “B” accrual (see Due To/Due From Other Business Unit Procedures for “B” accruals with another State Agency provider).
· Submit JV and documentation to Accounting Services for entry to Banner.  Line descriptions should include the vendor and purchase order number.
· Mark the accrual JV numbers on the FGROPNE report.  A copy of the report will be made after completion.  The original report will be filed in Systems and the copy will be filed in Accounts Payable.
For “A” and  “ B” accruals:

The accrued amount will be the difference between the amount of the item ordered or encumbered and what will be received (for “B” accruals the items must be received by June 30th).  The difference needs to be liquidated by purchasing and then re-established in the new fiscal year as a Purchase Order Change Order or via a General Encumbrance. 

Example:

Department has a Purchase Order on Non-State Funds for 10 Chairs @ $100.00 each.  The Department received five chairs and the remaining chairs are on back order and the department has not been invoiced.  Therefore, purchasing liquidates the entire amount $1,000 in order to bring the encumbrance to zero.  The accrual team accrues $500.00 to reflect the cost of the five chairs received in current year.  The Purchase Order number is provided to Systems to leave the document number open.  System's rolls the document forward and Purchasing completes a change order to re-establish the encumbrance for $500.00 in the new year.

For state accounts only, it is possible to have an order that is both an A & B accrual.  If part of the order was received prior to June 30th that is a “B” accrual and the remainder is an “A” accrual.  In the example listed above, if the funding source was a state fund, an “A” accrual would also be recorded for the five chairs still on order.  The purchase order would still roll forward and the amount re-established in the new year.  Because the accrual is reversed in the new year, the net cost will be zero when the purchase order is paid and liquidated.  For state funds with both “A” and “B” accruals, the amounts must be posted on the detail and summary sections of the FYE open encumbrance report.
Miscellaneous Accrual Procedures for Accountants
Miscellaneous Accruals:  Accounting Services – Dawn Slama
The following items are normally not accrued.  The procedure is to pay all invoices received by the posted deadline against the current fiscal year.  However, should these accruals be requested, accountants will need to examine each on a case-by-case basis.

	· Travel
	· Costco
	· Independent Contracts 

	· Entertainment
	· UM Procard
	· Property and Supply


Procedures

Step #1
Departments must notify fund accountant of all accrual requests by the deadline posted on the critical cutoff schedule. The fund accountant refers to the following checklist to make sure all pertinent information is gathered:

Fund Accountant Checklist

· Questions for departments calling to inquire about accruals:

· Ask why the invoice cannot be paid within the current fiscal year.

· Remind them that current year invoices may be entered in Banner through the posted deadline and every effort should be made to get these bills paid in the current year (unless it is a travel, independent contract, or entertainment document which must be sent to Accounts Payable).

· Does the item or service meet the accrual criteria?

· Is the item or service $500.00 or more?

· Was the item or service received prior to or on June 30th, but has not yet been invoiced?

· What fund is being used?

· If a state fund is used and the item is over $500 it can be accrued if the proper documentation is provided.
· If other funds are used the items must be received by June 30th in order to be accrued.

Other notes:

· Items or service over $500.00 may be split among various index codes.

· Maintenance contracts will only be accrued for contracts, which are over $500.00 per account.

· The department must provide the Index and Account Code.

· The department must send the proper documentation to Business Services or the accrual will not be recorded.  See documentation requirements listed on page two.
· The Accrual Team will make final approval of the accrual.
Step #2
If an item meets the accrual criteria, and the appropriate documentation has been submitted to the Accrual Team, the item will be accrued.  The Accrual Team will prepare the JV documents and/or spreadsheet feed documents necessary to record the accruals
· “A” accruals may not be entered on the same JV or feed documents as “B” accruals

· If travel is accrued and the trips cross fiscal years, the trips are considered an expense of the fiscal year which has the most number of trip days included.

· The name and phone number of the person requesting the accrual must be included with the documentation.
· Similar accounting lines will be collapsed together to create one summary line.  A corresponding offset line will be added with the appropriate accrual liability account.

Step #3
The Accrual team will enter the JV documents into Banner or process the feed documents as per the spreadsheet feed procedures outlined in the procedures document posted on the Business Services web site.  All documents must be entered, completed and approved by the deadline listed on the critical cutoff schedule for posting into fiscal period 12.   If time does not permit, these documents can post in the accrual period.
Step #4
Accounts Payable will receive a copy of the accrual documents along with a copy of the original documentation sent in by the departments.
Step #5
As A/P and departments pay for items in the new fiscal year they will check to see if an item was accrued.  If it was they will type the accrual JV number in the line item text field of the BANNER Finance Invoice Form (JAAINVE).  The BANNER Finance Document number will also be written on the accrual spreadsheet for cross-reference purposes.
Step #6
Accountants are responsible for reviewing balance sheet accounts to ensure that all accrual liabilities have been reversed in the new fiscal year.
Accrual Entry





PS Only Entry


(Encumbrance Ledger Only)





Reversal Entry





PS Only
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Payment





Accrual Entry





Reversal Entry





Payment
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