YSM Financial Operations Policy

Accounting for Deficit Fund Balances

Final November 15, 2001

Policy:  

A.  General:

An ending fund balance is an accumulation of net revenues, expenses and fund balance transfers for the period applied to the beginning fund balance. A deficit fund balance means the account has a negative or debit balance.  Deficit balances are not allowed in the following source groups:

· Endowment (ENDOW – 00100-29999) - Overdraft could occur in operating portion of the source (where income earned on principal is distributed to be spent by departments, principal is maintained in non operating part of source and is non expendable).

· Expendable Gifts for Operating or Capital (EXPOP 50000-59999, EXPPC 60000-61999)

· Designated for Specific Purposes – Operating or Capital (DESOP 70000-71999, 73000-74999, DESCI 72000-72999)

· Special Programs (SPPRO 00051-00072) – except for source 00055 Affiliated Hospitals, which is allowed a deficit only in the amount of one month’s income in arrears.

YSM requires all departments to clear deficit fund balances in these source groups at the source/department level at month end or within thirty days.  If a department would like to clear the deficit at the project level it is permitted, but not required. 

NOTE:  Sources, which earn interest (temporary investments in special programs, expendable gifts and most designated sources), will be charged interest for any deficit balance at the distribution rate (currently 2.27%).

B.  Year End:

At year-end the following additional steps are required:

· Clear all Deficit Balances.   All deficit balances must be cleared at the source/department level.  This includes all source groups listed above, General Appropriations (GENAP 00001-00050), and Clinical Trials (CLINL 44000).  Again YSM Finance will not monitor at the project level, but departments can clear at this level if desired.

· Clear all source 00051(YSM – Medical Services) & 00055 (Affiliated Hospitals/YNHH) project balances to zero. For business management, budgeting and monitoring purposes, departments must clear 00051 & 00055 projects to zero using fund balance transfers. Balances may be cleared to any appropriate account: Current Use, Reserve, GA, etc. 

· Clear true grant and contract overdrafts to zero at the award level.

· Residual Balances.  Departments are responsible for covering all remaining deficits with other appropriate department funds.  If a deficit remains it must be transferred to the department’s GA. Any remaining deficits must be reviewed with YSM Central Finance to determine what future actions will be taken to cover the deficit.  Any future surpluses will be used to cover deficit balances unless an alternate repayment schedule is negotiated with the Executive Finance and Information Officer.

