DEPARTMENT OF VETERANS AFFAIRS

Veterans Benefits Administration

Washington, D.C.  20420



August 2, 2004



VBA Letter 20-04-26	In Reply Refer To:	 



Director (00)

VA Regional Offices and Centers



SUBJ: Year-End Financial Reports and Statements



The year-end certification of accounting records required by Handbook/Directive 4540, Financial Reports and Statements, is an important source of information for the Section 4 report (Accounting Systems) required by the Federal Managers’ Financial Integrity Act (FMFIA).  This letter is intended to focus attention on certain issues of current concern and to ensure that all accounting matters under facility jurisdiction are included in the certification.



How Is the Certification To Be Completed?



In preparing the certification, particular attention should be given to Handbook/Directive 4540, Financial Reports and Statements, which addresses obligation accounting and the reporting requirements.  For those facilities that have not reviewed their unliquidated obligations during the year, they must do so before year-end closing to reasonably assure that all those transactions meeting the criteria of valid obligations set forth in 31 U.S.C., 1501 have been properly recorded.  In addition, stations are reminded that this certification encompasses all accounting records controlled by the facility.  These accounting records include FMS, PAID, INSURANCE, LOAN GUARANTY, the DECENTRALIZED BENEFIT PROGRAMS, and any other program unique to VBA facilities.



How Do You Submit the Certification?



The certifications are to be submitted in letter format no later than October 4, 2004, to VBA Office of Resource Management, Finance Staff (241A), 810 Vermont Avenue, NW, Washington, DC 20420.  The reports may be faxed to (202) 275-0951.  In addition to reporting on your facility, a certification letter is required for each active cemetery and any other independent station serviced by your facility.  Also, the Hines Finance Center, the Debt Management Center and the Loan Guaranty & Insurance Accounting and Reporting Division (241B) are to submit certifications for loan guaranty to the Mortgage Loan Accounting Center (MLAC) by October 6, 2004.  The MLAC should forward their certifications to us by October 12, 2004.
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What Additional Requirements Are There?



In addition to the requirements outlined in Handbook/Directive 4540, Financial Reports and Statements, the items presented below are some of the current concerns that require the facility’s special attention prior to the issuance of their certification.  Please ensure these concerns are addressed and all material differences reported in paragraph 2 of the certification letter.



Facilities will retain all related work papers and records, especially those associated with reconciliations and certifications.



a.	Real and personal property accounts are reconciled and adjustments made to correct any out of balance conditions between FMS and the fixed asset subsystem.



b.	FMS work-in-process accounts (Standard General Ledger 1720) for construction or leasehold improvements that are occupied or completed have been capitalized or expensed.



c.	All real property asset accounts have been reviewed and adjustments made as necessary.  Stations must ensure all accounts properly reflect depreciation expense and accumulated depreciation amounts.  



d.	All non-expendable property accounts have been reconciled with the Office of Acquisition and Material Management or other applicable office.  Also, ensure the depreciation expense and the related accumulated depreciation accounts are correct.



e.	All accounts receivable have been accurately stated in the facility’s trial balance.  This item also includes the computation of the allowance for bad debts, if applicable (GOE).  The allowance for bad debts is based on the station's uncollectible receivables.  



f.	All undelivered orders and accrued services payable with a balance outstanding in excess of 90 days have been reviewed for their validity.



Stations that perform SF-224 reporting must ensure all differences in disbursements and cash balances with Treasury have been reviewed and reconciled as of end of year.
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All suspense balances, as of August 31, 2004, in budget clearing account (36F3875) have been reviewed and cleared out to the proper appropriation or fund.



All account balances have been reviewed for proper debit/credit balances, and corrections made, if necessary (i.e., asset accounts with credit balances, liability accounts with debit balances, etc.).



Payroll data has been reconciled each pay period.



Timely deposits have been made of funds received by the Regional Office.



Action has been taken on the findings noted in the April 27, 2004 letter to all RO Directors from the Director, Office of Resource Management.  



Regional Offices are required to list and provide the dollar amount of payroll, purchase card, and contract counseling cost accruals on the certification letter.



Also, please use Attachments A and B as additional guidance for completing the certification process at your station. 



What If You Have Questions?



All questions in regard to the annual certification may be directed to Carlise Hinkle  of the VBA Office of Resource Management (241A) at (202) 273-6726.  FMS online inquiries/questions should be directed to the Austin Finance Center Help Desk at (512) 389-5600. 







							/s/	

Daniel L. Cooper

Under Secretary for Benefits



Attachments



cc:  Area Directors

      Office of Field Operations  

�Financial Accounting Service (FAS) FY 04 Annual Close Memo		Attachment A

	



I.  TO COMPLETE FMS PROCESSING FOR FY 04, THE FOLLOWING 

    SCHEDULE IS PROVIDED AS A GUIDE FOR INPUT OF 

    TRANSACTIONS:



A.  Annual Close Review



Review outstanding obligations to determine if they meet the requirements of an obligation as defined in MP-4, Part V, 1B.04J.  Estimated obligations are to be adjusted (increased or decreased) accordingly



Review FMS suspense file (SUSF) for documents, which are in HELD or REJECTED 

status.  Make corrections and re-submit, or delete the documents.



Ensure transactions affecting unobligated balances, such as payroll accruals, adjustments, obligation of purchase orders, PCS obligations and adjustments of 1358  are processed.



In reviewing available unobligated balances, ensure sufficient funds are available to cover the balances in general ledger 1321 (Accounts Receivable Refunds - Non Federal).



Take appropriate action to ensure all AACs are not in a negative available or negative

expended status for Revolving funds (8180S, 4048, 4537B, 4539, X2 Recycling, etc.)





An automated process to move FY 04 Tricare, Shared Medical Resources and Allied Sharing Agreement bills to FY 05 will take place as part of annual close processing.  Only Revenue Source Codes 8002, 8006, 8035 for Shared Medical Resources; 8050, 8051, 8052 for Allied Sharing Agreements; and 8028, 8029, 8030, 8065 for Tricare are affected.  These transactions should not be reversed because Public Law 104-262 allows funds to remain in the current budget fiscal year.



Review and adjust the allowance for bad debts balance established in AMAF for public receivables in appropriated funds (0151, 0152, 0160, 0161, 0162, etc).  These SV accrual transactions should be set to not reverse.



B.  September 23, 2004 is the last day payments can be made for appropriations expired as of the end of BFY 99 (i.e. 3690160, 368/90160, 368/90161, 3690151, 3690152, 36X4537B2 for BFY 99 (1 VA + Fund), etc.).  Payments scheduled for payment after this date will be cancelled.

  

C.  Starting September 27, 2004, FSC staff will be restricted by system modifications from entering documents.  The intention is to eliminate documents which would adversely affect FY 04 funds for the stations.



D. September 24, 2004 is the last day for Station input of any EB transactions in FMS.  This also will be the last day to process any interim state transactions between CoreFLS and FMS stations.



E.  September 30, 2004 is the last day to process transactions affecting accounting period 12 for September 2004 business.   



F.  Appropriations expired as of the end of BFY 99 will close/cancel as part of the FY 04 Annual Close Process.  Review ALL outstanding subsidiary records for validity.



BFY 99 Travel Obligations MUST be reversed manually.  Please be sure this is done so the annual close staff will not have to use valuable time to reverse them. 



BFY 99 Advances MUST be collected, written off, or reclassified as receivables if valid.



BFY 99 Non-Travel Obligations/Payables will be automatically reversed as part of the annual close process.  Payable balances will be recorded in the appropriate AMAF fund (i.e. 3690160-AMAFMC, 3690151-AMAFGE) to general ledger 2960.



BFY 99 Receivables should be reviewed for validity.  The annual close process will automatically close the open receivables in BFY 99 and create the receivable using the same document number in Fund 36 3200 with a BD 09 transaction.  Fund 36 3200 will be used from now on for receivables from cancelled appropriations beginning with BFY 99.  BFY 98 and prior BFY receivables will remain in Fund 36 3220.



BFY 99 Work in Process (general ledger 1720) should be reviewed and closed or moved as appropriate.



BFY 99 General ledger 2130, appropriation 368/90160 obligations must be cleared and holdbacks released.



BFY 99 Supply fund 4537B2 and 4537B3 will close during annual close.  Review obligations. 



G.  Payroll Accruals



MANUAL PAYROLL ACCRUALS MUST HAVE A REVERSAL PERIOD OF 01/05.



Payroll accrual adjustments for the September accrual period require special effort.  Request Fiscal Officers review payroll accruals in order to ensure accuracy.  Refer to MP-4, Part V, Chapter 15 for payroll accrual adjustment instructions.



The number of days in the system for the September 2004 payroll accrual is NINE days (September 20-30).



H.  There will be no overlap period for the September accounting month.



I.  On October 1, 2004, corrections to adjust the September 2004 Trial Balance should be coordinated with the respective office (VHA, VBA) for approval.  VHA/VBA will contact the Annual Close staff to process the corrections.



J.  Posting Fixed Asset depreciation is not part of the annual close process and

     will post at the end of the calendar month for September 2004 as usual.



K.  SO documents having the accrual flag set to N in FMS will not accrue at the end of the year.  Review your SO documents to ensure the validity of the accrual flag.  Note: SO documents with equipment BOCs should have the accrual flag set to N.



Standardized SO documents should have the accrual flag set to Y unless the BOC is equipment.  Ensure enough funds are obligated for all Standardized Obligations.



1VA + FUND, Government Printing Office, and Lease Obligations SO/MO should have the accrual flag set to N.



1VA + Fund, FY 04 Agreement Customers, station fiscal staff need to process their HT obligation document using a date prior to October 1, 2004 and to limit their use of the document to only line 001.



Prime Vendor Pharmacy SO documents should have the accrual flag set to Y.



Note:  VA Directive 4668 – “VA activities will record an accrued liability for goods and services received and accepted but unpaid at the end of an accounting period.  An accrued liability will also be recorded for salaries and wages earned but unpaid at the end of an accounting period.”





For VBA:



SOs in the FMS fund 0137 for State Approving Agencies (SAA) should have an N in the Auto Accrual indicator. 



If there are SOs in VBA GOE fund 0151A1 for Contract Counseling, they should have an N in the Auto Accrual indicator.  The stations should do an SV-CC accrual transaction for the remainder of FY 04 Contract Counseling services rendered and unpaid.



Stations should do an SV-CC accrual transaction (BOC 4192) for amounts of Non-Ch 31 Contract Counseling Services rendered and unpaid at the end of FY 04. 



ATTENTION IFCAP USERS: 



To ensure synchronization regarding prior year processing, IFCAP has an option called “Enter/Edit Date When SOs become ARs”.  This option is found on the “FMS Documents Inquiry/Error Process” sub-menu of the “Funds Distribution Program Menu”.  Field station personnel must manually input October 1, 2004 in this date field.  This field must be populated earlier than October 1 as IFCAP prohibits the entry of a prior date in this field.



L.  Direct questions concerning annual close to FAS staff as follows:



VISNs 1,2,3,4,8,10,11,12,15,19, 23,

           99

Eastern & Central Area Offices�Primary:    Annette Palms (512) 460-5159

Alternate:  Carmen Lawler  (512) 460-5262��VISNs 5,6,7,9,16,17,18,20,21,22

Southern & Western Area Offices�Primary:    Estelle Tovar  (512) 460-5308

Alternate:  Carmen Lawler  (512) 460-5262��All Other Stations

105,201,203,282-285,389,397,774, 775,785,787-790,793-796�Primary:    Annette Palms (512) 460-5159

Alternate:  Carmen Lawler  (512) 460-5262��CoreFLS Stations�Primary:    Freda Hill-Terry (512) 460-5322

Alternate:  Estelle Tovar  (512) 460-5308��Supervisor: Ed Niedzielski� (512) 460-5207��

M.  Per Jim Bradley, Director, Management and Financial Reports Service, (047GB) in VACO, the annual station certification letter is based on Accounting Period 13.

















N.  Certification letters for VBA should be sent to:

		

		VBA Office of Resource Management (241A)

		Attn:  Carlise Hinkle

		810 Vermont Ave NW

		Washington, DC 20420





II.  FINANCIAL ACCOUNTING SERVICE (FAS) YEAR-END PAYMENT PROCESSING PLANS

FOR CREDIT CARD SYSTEM (CCS), PRIME VENDOR PAYMENT SYSTEM, FEE BASIS      PAYMENT SYSTEM, TRAVEL MANAGEMENT AND REJECTED PAYMENTS ARE AS FOLLOWS:



CCS (PURCHASE) TRANSACTIONS 



FAS will follow these procedures in processing purchase card transactions for FY 04.  On Friday, September 24, 2004, Credit Card System (CCS) will record the obligation/expenditure transactions for the billings in FMS.  These transactions will include invoice billings submitted to Citibank as of close of business September 23.  FMS reports reflecting those postings will be available on September 27.  This report, along with input from cardholders should be used to determine the unbilled purchases for September 24-30 to record the accrual.  Obligation/expenditure transactions for the daily billings received beginning on September 27 will not be recorded in FMS until the system opens for FY 05.  When the recording of these transactions resumes, the CCS will determine the proper appropriation to be charged based on the purchase date provided by the merchant.



The purchase card is to be used through the end of FY 04 and on into FY 05 on a business as usual basis.  There is no suspension on the use of the purchase card provided an appropriation or continuing resolution has been enacted for FY 05.



Stations should compute their unbilled purchase card transactions for FY 04 and, depending on the appropriation or fund, process an SV-CC document with a transaction date of 9/30 and an accounting period of 12/04.  The SV-CC document must have a reversal period of 01/05.  To minimize the effort required for this step, the accrual should be established at summary cost center and BOC levels.



Use the IFCAP “Accrual (Monthly)” menu option to record the year-end accrual.



Ensure there are funds obligated and accrued for outstanding convenience check amounts.



Cost transfers made by VBA between fiscal year appropriations may be done through the CCS using the Batch Modification Screen or on-line in FMS.  Stations with access to the Internet may also access the CCS through this media.  The CCS Batch Modification Screen has a field for the  beginning and ending fiscal year.



Cardholders are reminded they MUST determine if funds are available in the control point before using the purchase card.  All purchase card payments with a post date of September 24, 2004, should be reconciled by September 30, 2004.



B.  PRIME VENDOR PROCESSING 



FSC will follow normal FMS processing procedures for FY 04 year-end closing for prime vendor obligations. 



C.  FEE BASIS PAYMENT PROCESSING 



FSC will hold Fee Basis payment processing as of closing September 30, 2004.  Payments will continue when FMS opens for FY 05. 



D. TRAVEL MANAGEMENT 



Travel Management Center reject documents should be resolved prior to the end of the fiscal year in order for the field stations to maintain an accurate record of funds.  TM Rejects cause differences between Treasury and VA accounting records and can adversely affect VA receiving an unqualified opinion on the financial statements.



Field stations can research the SUSF table to determine if there are any TM transactions in held or reject status for their station.  The instructions for scanning the SUSF table in FMS are located in the FMS Field Station User’s Guide, page B-65. 





E. REJECTED CAPP/CERTIFIED PAYMENTS 



During the period September 23 through September 30, 2004, FSC will contact Station Fiscal Offices concerning any FY 04 appropriation transactions increasing and decreasing Station’s unobligated balances by $100 or more.



The last day for FSC to process rejects is September 25, 2004.

�III.  FY04 ANNUAL CLOSE ACTIVITY SCHEDULE 



9/02/04 – FMS Call

9/09/04 – FMS Call

9/16/04 – FMS Call

9/23/03 – Last day for payments using canceling BFY 99 funds        

9/23/04 – FMS Call

9/24/04 – Payroll input to FMS for PP18 (Accounting Period 12/04)

9/24/04 – Credit Card System (CCS) transactions for invoice billings 

	submitted as of 9/23/04 recorded in FMS

9/27/04 – CCS will not interface with FMS

9/28/04 – September System Payroll Accruals input to FMS

9/28/04 – CCS will not interface with FMS

9/29/04 – CCS will not interface with FMS

9/30/04 – CCS will not interface with FMS

9/30/04 – FMS Call

10/01/04 – CCS and Fee Basis Payments (FV) will not interface with FMS

10/01/04 – FMS DOWN 

10/01/04 – FY 04 Period 13 Adjustments coordinated through VHA, VBA, etc.

10/02/04 – CCS and FV will not interface with FMS

10/02/04 – FMS DOWN

10/03/04 – CCS and FV will not interface with FMS

10/03/04 – FMS DOWN

10/04/04 – FMS DOWN

10/05/04 – FMS UP for FY 05 Activity Only (Accounting Period 01/05)

10/05/04 – Credit Card System transactions for invoice billings submitted for     

  9/24/04-10/4/04 recorded in FMS (Accounting Period 01/05)

10/05/04 – Release Fee Basis Payments to FMS (Accounting Period 01/05)

10/05/04 – September Accruals Reversed (Accounting Period 01/05)

10/05/04 – Annual Close process completed. Trial Balances for Accounting 

  Periods 13,14, & 00 distributed

10/07/04 – FMS Call

10/08/04 – Payroll input to FMS for PP19 (Accounting Period 01/05)

10/14/04 – FMS Call

10/21/04 – FMS Call

10/22/04 – Payroll input to FMS for PP20 (Accounting Period 01/05)

10/26/04 – October System Payroll Accruals input to FMS

10/28/04 – FMS Call



�FY04 Annual Close Checklist



Annual Close 	Item Accomplished	

Memo Ref #		

							

I. A. 1.			Review outstanding obligations			      	



I. A. 2.			Review FMS table (SUSF) for held or rejected documents



I. A. 3.			All documents affecting unobligated balances processed



I. A. 4.			Available unobligated balances have sufficient	     

			funds to cover general ledger 1321



I. A. 5.  			ACCs for revolving funds are not in a negative status     



I. A. 6.	FY 04 Tricare, Shared Medical Resources and Allied Sharing Agreement bills moved to FY 05 are not reversed	



I. B.			September 23, 2004 – last day for payments from appropriations

expired as of the end of BFY 99  



I. C.	FSC Staff restricted by system modifications from entering documents



I. D.			September 24, 2004, last day for EB transactions

		      

I. E.			September 30, 2004 – last day for input, which affects	    

			September 2004 business



I. F. 1.			BFY 99 travel obligations are reversed



I. F. 2.			BFY 99 advances – collected, written off or reclassified 



I. F. 3.			BFY 99 non-travel obligations and payables are reviewed



I. F. 4.			BFY 99 receivables are reviewed			      



I. F. 5.			BFY 99 work in process – review and take action	     



I. G. 1.			Manual payroll accruals have a reversal period of 01/05



I. G. 2.			Payroll accrual adjustments reviewed for accuracy



I. G. 3.			September 2004 payroll accrual is nine days	      



I. I.			October 1, 2004 – coordinate September 2004	      

			Trial Balance corrections with respective office (VBA/VHA)



I. J.	Fixed Asset depreciation will post at the end of calendar month



I. K.			Review accuracy of accrual flags for SO documents and

			Attention IFCAP Users



I. L. 			Annual Close questions to FAS staff



I. M. 	Annual Station Certification letter is based on Accounting Period 13	      

�FY 04 Year-End Annual Close Pay Period 19 Processing 			Attachment B





Each year stations experience confusion related to the payroll accrual process and annual close.  The following information is provided to assist facilities with an understanding of payroll accruals and the recording of the transactions in FMS.



The following explains the payroll accrual for Pay Period 04-19:



The Payroll accrual for pay period 19 will be nine (9) days.



Stations will follow their established process used to adjust the system-generated payroll accruals.  The manual accruals are input into FMS for those budget object classes (BOCs) not included in the system-generated accruals.



The following explains the process established to record accruals to FMS for Pay Period 04-19:



Accessions and separations are charged to the fiscal year (FY) in which the person accessed or separated.



Overtime is charged 90% to FY 04 and 10% to FY 05.  If this recording for your station requires adjustment, you may move the expense to the correct fiscal year.



All awards will be charged to FY 05.  If an award was approved in FY 04 but processed after Pay Period 18, payroll personnel must enter the prior year appropriation on the award action (Transaction Type 82) in PAID OLDE.  If the fiscal year is entered on the award payment transaction, the award payment does not default to the current year appropriation.



Both Sunday pays will be charged to FY 04.



Saturday pay is charged half to FY 04 and half to FY 05.



If you have any questions regarding this process, please contact Rick Connell at 512-460-5189.






