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Introduction
The Balance sheet has become an important document in light of the current switch from Cases to CASES21 Finance (C21F). The following document outlines the major accounts listed in the Balance Sheet and the effect of transactions on each account. The document aims to provide a better understanding of the purpose and the make up of accounts presented in a school’s Balance Sheet.
Accumulated Funds

This figure consists of:

· opening balances for assets and liabilities brought across at implementation from CASES Finance
· movements during the month or year of assets and liabilities through processing of accounting transactions

· result of final surplus/deficit at December 31 each year (calculated as Revenue less Expenses) and represented in the Operating Statement at December 31.  A surplus increases Accumulated Funds, and a deficit decreases Accumulated Funds.
Current Assets
1. Bank accounts
In the balance sheet, these balances are closing balances for each bank account resulting from cash transactions entered in CASES21 Finance for the period.  These balances are more useful figures than the bank account balances contained in bank statements because they include all unpresented cheques and all outstanding bank deposits receipted (preparation of a Bank Reconciliation Statement is the mechanism to bring agreement between the school’s and the bank’s bank balance).   For cash flow monitoring and decision making purposes, the school’s view of the various bank account balances are a more accurate and complete cash position compared to what appears on bank statements.
2. Accounts Receivable Control

This is the total of all outstanding invoices for families.  

Accounts receivable increases when;

i. You enter an invoice for families 

Links to other reports; when accounts receivable increases, an income code on the operating statement also increases.  This is because there are always two effects of entering an invoice (hence the term “double entry accounting”).  If the invoice was for a camp, then the camps and excursions income code will increase by the same amount as the accounts receivable.
Accounts receivable decreases when:
i. A family pays a receipt.  The effect of entering the receipt is a decrease in accounts receivable so that it shows that the debtor no longer owes anything.

Links to other reports; when accounts receivable decreases following a receipt, your bank account will also increase (again this is because there are always two effects of a transaction in double entry accounting).  However the income from the original invoice stays the same on the operating statement.

ii. A credit note is entered to reverse the original transaction

a. This decreases the accounts receivable

b. This also decreases the revenue on the operating statement.

Links to other reports; because the effect of the credit note is to reverse out the original invoice it will also decrease income on the operating statement

NB: It is important that you reverse out invoices for non-subject contribution charges as soon as you are sure that they will not be paid.  This is done by creating a credit note to cancel unwanted invoices.  This process ensures that your accounts receivable figure is reliable.

3. Sundry Debtors 

Operates in the same manner as accounts receivable, except for Sundry Debtor Items. Eg. Hall Hire.

4.  GST purchases (Reclaimable)

This account is the accumulated GST paid by the school. This account acts as a tax credit account. This account will increase during the period with purchases made throughout the period. This account is also a negative asset account and is used to calculate the BAS figure along with GST on Sales.

Each time a purchase is made by the School a GST amount is paid. The account collects the GST portion of the payment. For example: a typical purchase of a computer would create the following entries.





Debit  

Credit

Computers 


800

GST purchases 


80

Accounts Payable Control


880


This account is automatically calculated and cleared out when performing end of period BAS.

5. GST Clearing Account.

This is an automated calculation of all GST related amounts. This figure is used to calculate this periods BAS. This account is used to Clear the GST Purchases and GST Sales accounts to. This account contains the net effect of Both accounts (GST Purchases and GST Sales) and is used to calculate the return/payment to the Tax office.
6.  Non recoverable subject contributions (requires journal entry to set up).

This figure is an estimate of the amount of subject contributions you expect not to have collected by the end of the year.  This figure will appear as a negative figure in your current assets. This is correct as it is a negative Asset, and an ‘offset’ account for Accounts Receivable (the true asset account). This account is used to accurately portrait the true expected receivables to be reported.

To recognise the expected uncollectible income the following journal entries must be made. First it reduces the Accounts Receivable (decrease the Asset) and increases a Non Recoverable Provision (increase the negative Asset).






Debit  Credit

Provision for Non Recoverable

500

Accounts Receivable



500 

The provision account is used until December 31, at which the total value of the Provision account is expensed. This has a direct effect on the Operating statement by increasing expenditure.






Debit
Credit

Bad Debts Expense


1000

Provision for Non Recoverable


1000

Non Current Assets:

The accounts shown here are those accounts that appear on the Asset Register (All Assets > $1000). These values are representing all assets at their historical value, therefore the true value of Non Current Assets is inflated by the absence of accumulated depreciation.  A depreciation solution is being investigated by DE&T to adjust the balance sheet and address the inflation of the financial position of school assets.
These Accounts are accessed when Assets are recorded on the Asset register. Once an item is placed on the Asset register, at its historical cost, the asset account that has been debited will increase by the amount of the asset.

Entries.





Debit
Credit

Furniture and Fittings>$1,000

2,500

Accounts Payable Control


2,500

Current Liabilities:

1. Group Tax Clearing Account.

The Group Tax Clearing account is a holding account for PAYG tax paid on School Level Payroll. This account will automatically increase during the period and will zero out when the School Level Payroll is processed.

This account works in a very similar fashion to GST purchases account and end of period BAS lodgement.
2. Accounts Payable control.

This is the total outstanding invoices for Creditors – invoices awaiting payment.
Accounts payable increases when:
ii. You enter an invoice from Creditors

Links to other reports; when accounts payable increases, an expense code on the operating statement also increases.  This is because there are always two effects of entering an invoice (hence the term double entry accounting).  If the invoice was for ‘Bobs Plumbing’, then the Repairs and Maintenance expense code will increase by the same amount as the accounts payable.
Entries:





Debits
Credit

Repairs and Maintenance
200

Accounts Payable Control

200

Accounts payable decreases when:
iii. A Creditor is paid.  The effect of entering the payment decreases accounts payable so that it shows that the creditor is no longer owed (the liability is reduced).

Links to other reports; when accounts payable decreases because you enter a payment, your bank account will also decrease (again this is because there are always two effects of a transaction in double entry accounting).  However the expense from the original invoice stays the same on the operating statement.

Entries:






Debits
Credits

Accounts Payable Control

200

Official Bank A/c



200

iv. A credit note is entered to reverse the original transaction

a. This decreases the accounts payable

b. This also decreases the expense on the operating statement.

Entries:






Debit
Credit

Accounts Payable


200

Repairs and Maintenance


200

Links to other reports; because the effect of the credit note is to reverse out the original invoice it will also decrease the expense on the operating statement

NB: It is important that you reverse out invoices for creditors as soon as you are sure that they will not be paid.  This is done by creating a credit note to cancel unwanted invoices.  This process ensures that your accounts payable figure is reliable. This also ensures your expenditure on your operating statement is not over-inflated.

3. Revenue in Advance (requires journal entry to be set up)

When invoices are processed for Subject Contributions and relate to the next school year, this account is used to separate next year’s revenue from this year’s revenue so as to not over/understate revenue in the two affected periods (this refers to accrual accounting, and the need to record transactions within the period they occur). Commonly referred to as a “balance day adjustment”, a journal entry must be made to reverse the Subject Contributions Revenue Account once the system has been rolled into the next year; to correctly recognise the revenue in the correct year.

1) 31st  December


Debit
Credit

Subject Contributions

5000

Revenue in Advance


5000

2) 1st January

Revenue in Advance

5000

Subject Contributions


5000

These entries allow a school to collect revenue in 2005 that maybe subject contributions for the school year 2006. The first entry would be made prior to the end of the year in December, and the second set of transactions would occur on the first day of 2006, thus recognising the revenue in the correct period.

The Revenue In Advance account is treated as a liability; as it is revenue that the school has collected without providing any services.  Therefore the school is Liable to perform these services in the future.

4. GST on Sales.

The account is automatically calculated representing the GST collected on Sales (Liability Account) during the current period. Each time an item is sold the purchase price will incur GST. And this account collects this GST on behalf of the Tax office.

Entries:






Debits
Credit

Computer Equipment

800

GST on Sales


80

Account Receivable


880

This value is used in the BAS calculation for this period.

Non Current liabilities

Non Current Liabilities are those Liabilities that are not specifically related to this period exclusively. For example the only Non Current Liability account accessible to schools is the ‘Cooperative Loan’ account. This account is for a loan taken by the school council which is repaid to the bank over numerous accounting periods, thus making it a Non Current Liability. 
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