State of Delaware

GAAP

(Generally Accepted Accounting Principles)
Advanced Training
Fiscal Year 2016

] Agenda |

v" GMEN eSecurity Process v System Upgrades

v" GAAP Closing Schedule v" GMEN
v Manual Updates v" FY 15 GMEN Issues
¥ GAAP Reporting v FY 15 Audit Findings
Package

v" GMEN UPK Course

@ 2016 GMEN Role eSecurity Process
W, L
1. Submit an eSecurity form requesting to add the

GMEN role to your FSF roles by June 15th.

2. Sign into GMEN with your FSF user name and
password.

v’ Access will not be activated without successful
training completion.




GAAP Closing Schedule

® GAAP Closing Schedule

2016 AUGUST *Junc 29
2016 JULY

N N 2p1 6 JU!"I S = Last day to add

Tl T or B & | Assets into Capital
14

I e s e e T Asset Module
i s w " Submit information
B to CAM by May 31

® GAAP Closing Schedule

2016 AUGUST

July 11
| ) _20 1_6 J_ULY_ ) GMEN open for end users
| I I I I = auly 18
W s e 7 Submission Deadline for
21'10 '1|*'|2 13 14 5 16 Section H Projects
117 '1&* 19 20 ;1 @ 3 = Form H-3A:
Y m o a w m W Construction
= Work in Progress
o Tm——— ) ) = Form H-3B: Software

Work in Process

(Submission of forms and
supporting information may
be requested for review)




(7]  GAAP Closing Schedule

2016 AUGUST Y& August 5

R ] *'s GMEN closes for data entry

7T 8 % w0 u 1|1 Deadline for Submitting the
Following Documents:

= G-3 and G-5 - Compensated

I 2 a7
S S G e e i Absences (Excel worksheet) or
B 3 w0 om0 other comparable forms and all
i s i e supporting documentation.

= GAAP Reporting Package
Checklist (Including required
documents)

= Organization Letter of
Representation

(Submission of forms required)

()] New/Updated for 2016

Component
Selection Index-
New!
Cash and Investments .
Cash/Cash Equivalents Accounts Receivable

I Section B
nvestments
Section A GMEN . A
Supplies and Materials

Inventory
Accounts Payable Section D
Section C

Lease Commitments

PrOJeCtS Section F

CWIP and CSIP

Section H

‘ General Survey Questionnaire




@ General Survey Questionnaire

¢ The questionnaire determines which sections
of the GAAP reporting package each
Organization is required to complete.

¢ The Component Selection Index allows
Organizations to select those components that
are required to be completed and mark as
“Not Applicable”.

Component Selection Index

(5] Component Selection Index

In FSF, access the GAAP Setup Component Selection Index




(2] Component Selection Index

PP Ty —

Mark as “Not Applicable”, all components that do not apply.

Section A:
Cash and Investments
Cash/Cash Equivalents

TREASURY

Cash and Cash Equivalents

Organizations provide data regarding cash and cash
equivalents for accounts not reported in FSF

¢ Cash includes:

— Cash and cash equivalents that the State or its Organizations
have available for State business use only and opened under
the State’s EIN.

— Cash and cash equivalents that the State or its Organizations
hold as trustee or agent for others available for State business
use and opened under the State’s EIN or State managed by the
Organization for the benefit of individuals or organizations as
required by State Code or other legal mandates

* Cash on hand

¢ On deposit in financial institutions

« Held in trust by a financial institution or other party for the
Organization or State




@ FY16 Form A-3

¢ Account Type

¢ Combines features ¢ Column for

from forms A-3 and “Total of All
A-3B Cash”

¢ Description from ¢ Forms A-3B
“GAAP Fund” to and A-4/4B

“Fund”

¢ Excel Worksheet
combines prior year
Reconciled Book
and Bank Balances
and Variances

® FY16 Form A-3

Fovgte i

06 gkt Comgunents  Delbrn Comporerts + SAPR0ane | Cxchik D o

TOTALS: L) 50

® FY 15 Cash GMEN Issues P

1. Organizations double counted book and bank balances in
GMEN when allocating balances across funds.

2. EIN was entered incorrectly or missing




Investments

L] Investments |

¢ Purpose is to gather information regarding the State's investments
that exists outside of FSF at June 30.

* Investments include all:

— Investments that the State or its Organizations have available for
State business use only and opened under the State’s EIN.

— Investments that the State or its Organizations hold as trustee or
agent for others available for State business use and opened under
the State’s EIN or State managed by the Organization for the
benefit of individuals or organizations as required by State Code or
other legal mandates.

— Review all investment accounts held outside of FSF to determine
the appropriate fund to report the balances.

] Investments

¢ Implementation of GASB 72 — Fair Value Measurement and
Application

* The objective of this Statement is to improve financial reporting
by clarifying the definition of fair value for financial reporting
purposes, establishing general principles for measuring fair value,
providing additional fair value application guidance, and
enhancing disclosures about fair value measurements.

* The following per the guidance are not subject to GASB 72:
¢ Certificate of deposits;
¢ Money market investments including commercial paper,
Banker’s acceptances and U.S. Treasury securities with a
remaining maturity of one year or less upon acquisition.




* Investments measured at fair value are classified into the following categories:

* Level 1: Quoted prices (unadjusted) in active markets for identical assets
or liabilities.

¢ Level 2: Inputs — other than quoted prices — included within Level 1 that
are observable for the asset or liability — either directly or indirectly

¢ Level 3: Unobservable inputs — market data are not available and are
developed using the best information available about the assumptions that
market participants would use when pricing an asset or liability

* Organizations should contact their investment managers to determine if the
monthly statements will provide these categorizations for investments prior to
fiscal year end.

* Organizations are required to submit their investments’ statements for June 30,
2016 to DOA.

® FY16 Form A-5

¢ Combines forms A-5 ¢ Form A-6
and A-6.
e Account
¢ Description from Name
“GAAP Fund” to
“Fund” ¢ Purpose of
Account

¢ Excel Worksheet
combines prior year
Market Value and
Carrying Value
Variances

&) FY16 Form

Fevoites - Man Menu > DE App\iatcg&mnnnsms 5 Delaware @mp(ans > GMP Fv’adage > Investments

Agency: Ofice O The Secrefary Department: 250101 Fiscal Year: 2016 Hot Applicable
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Primery Contact: Jonn Smith Phon Number: 672-5255
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Fund  Sankeme mm[ FoceulEN  InestentTys Warkel Vave at 530 CY ""“"m"‘%‘&' C"‘W“\"'“"mga

180 38C 12345678 11N Covmercial Pager 0,000 2150 815
TOTALS: 80,000 2150 82,50
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Section B:

Accounts Receivable

& Section B: Accounts Receivable

¢ Report Accounts Receivable if the gross accounts receivable (in
the aggregate) equals or exceeds $100,000 or more at June 30 for
all Receivables outside of FSF other than receivables with other
State Organizations.
Remember to report “Gross” Receivables.

* Net Receivable Expected to Be Collected Within 60 days
* Net Receivable Expected to Be Collected Within 61-365 days
* Net Receivable Expected to Be Collected Within after 365 days

NOTE: If you have a significant amount of receivables in the
After 365 Days category, reevaluate for collectability to ensure
the allowance for doubtful accounts is appropriately recorded.

Do not let this
become an
audit finding!

® Section B: Accounts Receivable

o wet  Review the Accounts and Loan/Note
e Receivables Collectibility Annually

¢ Calculate the allowance for doubtful accounts:

1. Gather historical data on revenue collectability specific to your
types of organizations

2. Evaluate the reasonableness of the projection as it relates to
current year collections

3. Evaluate the collectability of individual receivables

4. Estimate the amount that is considered uncollectible based on
the above procedures

Do not let this
become an
audit finding!




® FY16 Form B — 3A/4C

¢ “Type” column “Fund Code ” ¢ Form B-4A/4B
with a drop-down  column to “Fund”
box with
selection value. Excel Worksheet
combines prior
year Total Net
Receivable Value
and Variances

® FY16 Form B — 3A/4C

T Wb e | O ACGAGR0D Compurs Rt COoeone | GAG 0o | A Recee
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(2] FY15 Receivables Audit Findings

)

= Overstatement of grant and accounts receivable and
related revenues /

Understatement of allowance for doubtful accounts.

¢ Need to review all credit balances in receivables in FSF
— Determine if the credit balance is accurate
— Determine correct period to apply credit balance
¢ Organization must perform a year end reconciliation of
their receivable accounts

¢ Refer to the instructions document located on FSF website under
Information/Reconciliation Resources

10



(2] FY15 Receivables Audit Findings

First State Financials (FSF) /J
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Section C:
Accounts Payable

® Section C: Accounts Payable

« Only report payables for GAAP that will not be processed
through FSF or if payment for goods or services is not expected
to be made within 60 days of year-end (by August 31) and
includes:

* All applicable PO and PV documents for vendor payables for
goods or services received prior to June 30.

 All contracts or documents that include retainage which has not
been paid at June 30.

* Amounts owed to employees for other salaries - overtime or
termination pay earned on or before June 30 and not scheduled
to be paid in the subsequent fiscal year (July) paychecks.

11



@ FY16 Form C-3A/3B

¢ “Fund Code” column heading ¢ “Date” column
to “Fund”
e “Document #”
* “Vendor/Payor” column column
heading to “Vendor”
e “AP Sum”
« “Total Payables Due to (C-4A/4B) tab
Vendors/Payors” column
heading to “Total Payables
Due to Vendors”

Excel Worksheet combines prior
year Total Accounts Payables
Value and Variances

® FY16 Form C-3A

Deparment: 010 Fiscal Year: 30 Mot Agpiicatin
Created B, Jorrs: ¥ Compted
Premary Contact: Phome Mumbee: £73.5555
P | M =" v
fad yesam SgemelOeect Cmen Aot rchiane Qe :
"o we 0,00 160,000 200,000
TOTALS: 40,000 180,000 200,000
e rey )

® FY16 Form C-3B

Agenc: Secary Oportment: 250501 Fiscal Yeur: 208 e
Created By R
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e R )
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(2] FY15 Payables Audit Findings

» Improper dating of invoices in FSF - All
Organizations should ensure when entering vouchers
in FSF that the Goods Recv Dt is the actual date the
goods were received or services were performed and
NOT the invoice date.

Section D
Supplies and Materials Inventory

" oo e
Supplies and Material Inventor

* Each Organization should use systematic procedures for taking
a physical count of inventory on hand at the end of the fiscal
year to ensure that it counts all applicable items, but in a manner
that prevents duplicate counting of items.

— The value of inventory should be computed using the First-
In, First-Out method (FIFO).

— Inventory is accounted for using the purchases method in
FSF, whereby items are recorded as expenditures when
purchased.

— Complete a year-end count of all inventories at each central
location where the estimated value is $100,000 or more.

— Only inventory where the aggregate value per Organization
is $500,000 or more needs to be reported (other than
highway/Grounds Materials) in GMEN.




Section D:

Supplies and Material Inventor

¢ Enter summary information into GMEN.
» Example: Office Supplies in total.
¢ Maintain the detail information and be prepared to

provide upon request at its respective site for review
by DoA or the independent external auditors.

® FY16 Form D-3

¢ “Fund Code” * “GAAP
column heading Category”
to “Fund” column

» Excel Worksheet * “Exempt from
combines prior GAAP
year Inventory Threshold”
Value and column
Variances

¢ Form D-4

&) FY16 Form D-3

Fawytes | MaimMenu 5 DE Appleation Componaris » Dtiware Componants + GAAP Packag + Supois & Materals Irventory

[ ek ust 0-3) |
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Section F . Ren)t

Lease Commitments

entals
Hea¥
Equipment

()] Section F: Lease Commitments

¢ Report leases at year-end:
* Iftotal annual lease costs for each lease is > $25,000

¢ Alease with a partial year expense had (or will have)
an annual cost of $25,000 or more

* Do not “Report” each lease by fund
regardless of the fund charged in FSF.

(5] Section F: Lease Commitments

e Prepare lease expense schedules for each lease
that exceeds the threshold with the following
detail:

» Expense incurred in the current fiscal year

* Annual expense to be incurred for the next
five fiscal years

» Expense to be incurred for fiscal years beyond
fiscal year five (fiscal year six to end of lease)
in aggregate of 5 year increments

15



@ FY16 Form F-2/3

+ «Lease Split Funded?” box
* “Lease/Purchase Agreement?” Box

¢ “Fund Code” data entry field

® FY16 Form F-2/3

TE TN T T

BT TR

® FY16 Form F-2/3

Fovries | Man M+ O Applcaton Corponerts  Deiasars Comporens + G448 Pacage 1 Lesse Commimety

ODeparimest 5071 Fiscal
Ve

o Comoomenl Cumpdeti
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Section G
Compensated Absences

® Section G: Compensated Absences

¢ Under GAAP, compensated absences represent a liability of the
State for additional compensation earned by employees.

* Compensation is to be paid in the future in the form of annual
and sick leave benefits.

¢ The amount of the liability is computed based on employee pay
rates in effect at June 30. Because of the State’s “payroll lag”,
this encompasses general pay increases and any other pay
increases effective in June but not paid until July or later in the
new fiscal year.

(5] Section G: Compensated Absences

» Submit Forms G-3 & G-5 — Compensated Absences in Excel
Worksheets along with supporting documentation used to
compile the information.

» Schools that utilized the DATA Center can request
documentation in excel format.

Submit on or before August 5, 2016

17



@ FY16 Form G-3

¢ Combined Annual and Sick « “G-4” form (Sick leave)
Leave data onto one form

Section H
Construction Work In Progress (CWIP)

Construction Software in Process (csIP)

- Pig

(5]  Section H: CWIP/CSIP

<+ Computer Work in Progress (CWIP)
< The State’s policy is to report the costs for the construction project of
capital assets where the final cost of the completed asset will be $100,000
or more.

¢ Guidance relating to construction work in progress can be found in the
following:
« State Budget and Accounting Policy Manual, Chapter 13
“ GASB Statement No. 34
“ GASB Codification Section 1400

< Computer Software in Process (CSIP)

% Costs associated with the purchase of application development phase of the
software development that is in progress and will be capitalized upon
completion.

Costs associated with the application development phase is estimated to be
$1,000,000 or greater

RS
&

18



@ FY16 Form H-3A/3B

e “Appropriations”
column with free-

* “GAAP Fund”
column heading to

form and “Fund”

wrapping text

field * “Project Name”
column to “Project
Description”

® FY16 Form H-3A (CWIP)
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® FY16 Form H-3B ( CSIP)

faarm Mo o 1 1 Aokt Comporerey. 1 D orpones G hciage | Cormaa e e

Onpartent: 4 a3
o N Armiat
T —
Pae st
" ’ e HRAELRY [ T T
e ety st Sergten Cppa ey Duedie Do il UL e CENOER
g e e [
L ] [RF PO e 00 D04 v Adatowet et 15800 o
TOTALS: ]
-

* b bt

19



()] FY15 CWIP/CSIP GMEN Issues

¢ Organizations did not enter data into GMEN timely.
* Assets were reported to DoA after system closing

¢ Costs improperly classified as assets in CAM

¢ Discovered Assets not reported into CAM

Activity Summary

&) FY16 Form A-12A

¢ If cash, investments and receivables for funds 100 through 845
have changed from the prior year, you must record the activity
as noted below.

e Prepare Form A-12A, by fund, by performing the following:
* Report the revenues received from charges for services
¢ Report the grant revenues received

¢ Report earnings from interest received from bank or
investment accounts

¢ Report the total expenditures (disbursements) made during
the fiscal year

“Do Not Report any activity processed through FSF in this section”.

20



FY 16 Form A-12A
Reconciliation Worksheet

»Record activity that resulted in a change in prior year ending balances to the
current ending balance per classification:

> Calculate Total Revenues

»Enter the prior year ending balance

»Current year AR invoices to customers

»Current year cash receipts on the AR invoices

»Current year cash receipts from other than AR invoices
»Calculate Total Expenditures

»Enter the total of the AP Invoices received

»Payments made on AP Invoices

»Payments made on other than AP

Note: The excel worksheet has formulas as noted per the instructions
which will facilitate the calculation of revenues, expenses and total

amounts.
Ecple
[ o6l e le olole  ow i)
Teging [T e C Tt
Blme  Rhwios Rees | Reeps | R Revnws | vies | Pmans Pamers Decrae
) [ouh i wo] o W [ n
®) Ineswens [ W wpm w o om @ e ww]
Q= [ | [ | m
o 1 (107 D @ x| 3w
) Fand Bl 1600 B
) Toals 6 m m e % - 04 )
(6 NeReeExpeases [ [ [ [ o

RETAINTHIS FORM WITH YOUR GAP REPORTING PACKAGE VIGRPAPERS

&) FY16 Form A-12A

ponerts | Delaware Componers 1 G Padkage

Dvparint: 250101 Fisesd
Yo

Apmcr: O

Cretes By
¥ Compassat Compisted

Primary re S Phone Number: ¢
[

MOTE: Thit & r—— AFE, by fhor (AL Fansd 100
owgn B oalyl. Pieg Wmegh F5¥

o Coon [E—ep— [T s Lumegy
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(2] Agency Funds Held in Escrow

Net amount of resources the government holds as the custodian
for other governments, private organizations or individuals.

* Assets held by the State as an agent.
* Purely custodial; assets must equal liabilities.
¢ Does not involve the measurement of the results of operations.

¢ Agency Funds account for monies and properties held by the
State in a fiduciary capacity for the benefit of other
organizations or individuals.

@ Agency Funds Held in Escrow

¢ Agency Funds have special reporting requirements in that the
total of the Book Balances for Cash and Investments plus
Accounts Receivable less Accounts Payable must equal Funds
Held in Escrow.

¢ Examples of Agency Funds
v" Organization holds funds on behalf of patients who
authorize (or their legal guardian authorizes) the State
Organization as representative payee
v" Donors establish a fund with the School District to provide
scholarships to graduating students that will further their
education

&) FY16 Form A-12B

« “Funds Held in * “Balances for 6/30/
Escrow” is a CY validate to
calculated field. applicable forms.

(The sum of Cash and Cash
Equivalents, Investments,
Accounts Receivable, less
the amount for Accounts
Payable)

22



@ FY16 Form A-12B

Tor

ded

ACTIVITY SUMMARY - SECTION ALXR

Torm A 128 (A mmemsry - Fusds 823 thremgh 350)
hes: Pave TAASE, md €A 1)

Important Note: If your beginning balance does not change during fiscal year, you must
enter in “0” in the Total Additions and Total Deductions columns for the balances to roll
forward in all applicable columns.

] T
@“@“\w“ Activity Summary A-12B
v'Cash and Cash Equivalents — (Form A-3) Totals of Reconciled

Book Balance at 6/30 CY

vInvestments — (Form A-5) Totals of Total Market Value at 6/30
CcY

v"Accounts Receivable — Form (B-3A/B-4C) Totals of Total Gross
Receivables at 6/30 CY

v'Accounts Payable — Form (C-3A/3B) Totals of Total Accounts
Payable at 6/30 CY

Note: For Agency funds 855 through 890 activity only.

® FY15 Activity Summary GMEN Issues

¢ Form A-12A — Do not record any activity for the
Child Nutrition program in GMEN. The Departmer?‘wJ
of Education has provided instructions for the proper
reporting of these revenues in FSF.

* Organizations must be able to provide supporting
documentation for all data entered into the system.

23



LA Fy15 Activity Summary GMEN Issues

* Form A-12B - Do not report the following items as /J
payables in Fund 855 — 890:

— Total of Cash, Investments and Receivables

* Types of Accounts that were incorrectly reported
— Internal Accounts

— Employee Sunshine Accounts (do not get reported at all and
should not have the State’s EIN)

® FY16 GAAP Checklist

= Submit the GAAP Reporting Package Checklist upon the
completion of your GAAP Package, but no later than )
August 5, 2016. / -

= The following additional documents are required to be
submitted (See Appendix 1 in GAAP Reporting Package
Manual)
— Board Minutes discussing the Construction Work in Progress Projects
and approvals for School Districts only

— Petty Cash Policy for accounts held outside of the Treasurer’s Office,
including those opened through the State Treasurer’s Office (see
Chapter 7 of the Budget and Accounting Manual)

— Investment S (if any inv are reported on A-5)

— Accounts Receivable Allowance for Doubtful Accounts and Write-off
Policy (see Chapter 9 of the Budget and Accounting Manual)

FY16- ORGANIZATION

LETTER OF REPRESENTATION

¢ The Organization Letter of Representation which will be e
sent out in a DoA Memo in July 2016.

¢ The Organizational Letter of Representation must be
returned upon the completion of your GAAP Package but
no later than August 5, 2016.

S

24



GAAP/GMEN

Best Practices

Respect Deadlines
— July 18 - Deadline for Submission of Section H Project:
» Form H-3A: Construction Work in Progress
» Form H-3B: Software Work in Process

August 5 - Deadline for Submission of Forms G-3 and G-5

Deadline for submitting request for GMEN role is June 15th
* GMEN User Roles will be activated by FSF Security on July 11t

* GMEN User Roles will be deactivated by FSF Security on August
5th

« Review supporting documentation for errors and omissions

&) Resources

ig Reference Links

* FY16 GAAP Reporting Manual, GAAP Presentations, GAAP Excel Forms, and
Pertinent Information:

http://accounting.delaware.gov/GAAP.shtml

FY16 GAAP UPK
http://extranet.fsf.state.de.us/mod gaap gmen.shtml




®
Contacts

¢ For technical assistance and questions regarding GAAP forms,
supporting documentation, and/or reporting deadlines

— Robert C. Johnson, State Accountant V' Tel: 672-5511
robert.cjohnson@state.de.us

— Christine Cosgrove, State Accountant IV Tel: 672-5519
Christine.cosgrove@state.de.us

YOUR QUESTIONS

THANK YOU'!
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