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Accounting Guidance Notes: 
Courtesy Accounts
This guidance applies to all departments that have Courtesy Accounts in Organisation 65.
	
University Policy

Courtesy Accounts should only be established in limited circumstances for activities that:

· Are not part of the University or its subsidiary undertakings i.e. the activity belongs to an outside body or undertaking and; 

· For which the University does not control the use of resources on a day-to-day basis.

Courtesy Accounts are commonly established:

· To administer events on behalf of an outside body (for example, an annual international symposium held at a different location each year);

· For an organization associated with the University but outside its control;

· For smaller, less formal activities, such as coffee clubs, which have been set up in limited circumstances (it may be less bureaucratic to keep these in a secure cash box).
An agreement with the third party involved should be held by the department for any courtesy account. The external auditors are likely to test a sample of Courtesy Account balances as part of their external audit to ensure the activities are external to the University. Whilst this testing could cover any Courtesy Account, it is very likely testing will encompass the larger balances. As a result any account with overall balances or expenditure in excess of £10,000 may well be reviewed to ensure evidence exists to support the accounting treatment.


Accounting

Courtesy Accounts are recorded in Organisation 65 rather than Organisation 10 to reflect the fact that the activities, balances and transactions are not part of the financial statements of the University. Organisation 65 GL accounts should be periodically reviewed to ensure balances are in line with expectation.

The major risks for the department and the University in dealing with such activities are:

· An activity is incorrectly treated as being external to the University, resulting in departmental and University balance sheet and income and expenditure being misstated.
· The department does not actively manage Courtesy Account transactions, resulting in the University incurring expenditure which should have been charged against Organization 65 and vice versa.
· The department does not actively monitor/manage the Courtesy Account balance, resulting in an overspend on the Courtesy Account which cannot subsequently be recovered from the third party.
· The University carries out activities within the Courtesy Account that could have taxation implications for the University and/or the third party.

Process to deal with Courtesy Accounts 

Departments should carry out a review of their Courtesy Account activities in July each year to ensure:

· It is still appropriate to treat each activity as external to the University and there is sufficient external evidence in place to support this treatment.
· Transactions during the year have been correctly coded to Organization 65.
· Where the University is owed money by the outside body (ie where the reserves brought forward on GL Account 99949 from a previous year plus the surplus/deficit arising in the year are less than zero) that the department seeks re-payment from the outside body before the year end or, if payment is not expected, writes off the balance to a departmental account in the year. 
· The reserves on Courtesy Accounts are automatically bought forward on their own cost centre, source of funds code. The amounts cannot be included in the University reserves process as the reserves do not belong to the University. 
Further information and the review process 

Departments should identify each Courtesy Account attached to their department. This can be done by reviewing all GL account codes XX0000 to XX9999 (where XX is the department) on Organisation 65. 

Users will need to use the TFR “Inc & Exp  Detail with Forecast and FTE” for each Courtesy Account using org 65: (see https://finance.admin.ox.ac.uk/inc-and-exp-fcast-detail-/-inc-and-exp-fcast-detail-fte)
The department should then review each Courtesy Account to confirm that:

· A copy of the agreement between the department and the outside body is retained within the department and is still valid (file to be available for subsequent periodic review by internal/external audit).
· Appropriate evidence has been provided to support the activity’s classification as a non-University body.
· The balance on the account is within agreed limits and if in deficit (ie the outside body owes the University money) that the amount can be recovered – if not, it should be written off to a suitable department code in Organization 10 and the account closed. 

· The account is still active: check for transaction postings in the previous six months - if none exist, then investigate further within the department with a view to closure of the account.
How to deal with issues

Where the balance of the Courtesy Account is in excess of £10k and the department feels there is insufficient independent evidence to support the existing treatment, please contact your Divisional Financial Controller as soon as possible to discuss.

Who to contact if there is a query

Please contact your Divisional Financial Controller with any queries initially.
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