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Generic AM Accounting Flows and Reconciliation Methods 1.1

Supplemental Job Aid

Date: 07/10/2014 

Target Audience: Department Asset Month-End Processor

Purpose: This Supplemental Job Aid illustrates the flow of the accounting entries for a capital asset between the Accounts Payable module and the corresponding balancing accounting entries generated in Asset Management (AM). 

Generic AM Accounting Flows and Reconciliation Methods:

The illustration below shows the basic accounting that happens for an asset. The debits and credits must equal each other for the GL to balance. The example below shows how these accounting lines are created in the FI$Cal system.

                                                                                 Debit                  Credit
Expense Account (Modified Accrual)                               $xxxx                                                         
Accounts Payable (Modified Accrual)                                                           $xxxx                                                                        
Capital Asset (Adjusted Accrual)                                     $xxxx                                       
Expenditure Clearing Account (Adjusted Accrual)                                        $xxxx
Example: A $15,000 public safety vehicle has been purchased, received, and marked as an asset with an expenditure account and profile marked on the purchase order (PO).
Step 1: A voucher was created in Accounts Payable, for the purchase of the capital asset, by coping a PO and receipt. An Asset Expenditure Account, which was entered in the Distribution Lines of the PO, is now on the voucher as well as the Profile ID of the Asset.
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Step 2: When the voucher is posted in the Accounts Payable module, the system creates balancing accounting entries to record the debits and credits in the MODACCRL (Modified Accrual Ledger).
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Step 3: Once posted, the financial information of the asset on the voucher will be loaded onto the pre-interface and then to the AM Interface Tables automatically through batch processing. The information must be manually loaded from the interface into AM, where the asset will be capitalized. 

Step 4: After the asset is capitalized, depreciation can be run and accounting entries can be created for that asset. The balancing accounting entries consist of a Capital Asset Account (debit) with a corresponding Capital Expenditure Account – Clearing (credit). The Asset Account exists at the 1600 account range and the Expenditure–Clearing Account is a clearing (contra) expenditure account that exits in the 5362 account range. It is related to the Asset Expenditure Account selected in the Accounts Payable voucher distribution line. This account is needed to allow for the allocated depreciation expense of that asset (Reported in the Comprehensive Annual Financial Report), and since it was already expensed in the Accounts Payable module, an adjustment must be made to correct double expensing of an asset. 



NOTE: The Asset Account is the addition (debit) and the Expenditure-Clearing Account is the credit.
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Step 5: Methods for Reconciling Accounts When Out of Balance

The Expenditure-Clearing Account must match the Asset Expenditure Account for the General Ledger to balance. If these accounts do not equal, then data needs to be reconciled and discrepancies located. Some things to take into consideration:

1. The General Ledger Reports - Statement of Capital Assets and Changes of Capital Assets may be reconciled to General Ledger activity reports.
2. The Asset Audit Report may be analyzed for POs and Vouchers marked with the incorrect Expenditure Accounts. General Ledger activity reports can be reconciled to the Expenditure Accounts.
3. The AM Interface Tables can be reviewed for pending transactions. If the financial information of the asset has not been loaded all the way through, the asset accounts would not reflect that asset.
4. Make sure accounting entries have been run for all capitalized assets. This is a daily batch process, so this would only need to happen if there were some new assets that got added in the day before the batch process could run.
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