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Accounting Guidance Notes: 
Departmental Projects
This guidance applies to all departments that use Departmental Projects.  
	University Policy

· All expenditure must be accounted for in the year in which incurred. 

· This means that particular attention must be paid to the expenditure item dates on project journal entries.  

· The Projects module closes for each month, usually starting at 12 noon on the second working date of the following month.



Departmental Projects – Allocating costs correctly

The ending date for the Projects journal batch defaults to the Sunday following the date originally entered and Oracle automatically populates this as the Expenditure Item date (EID) on individual transaction lines. Therefore, if you are entering journals between the month end date and the date on which the module closes for a given month (usually working day two of the following month) and you wish to post the cost to the period that just ended, you will need to check that the EID is dated the last date of the month due to be closed or earlier. If it is dated later than this, you will need to manually change it.

All journals which relate to the period being closed that remain unreleased at 12 noon will be deleted, as otherwise it will not be possible to close the Projects module.

Charging costs to the correct financial year: Cut-Off Issues
	University Policy

Expenditure should be allocated to the correct accounting period.




If costs are not allocated in the correct year, there is a risk of overstating costs and revenue in the accounts. When this happens, it is likely that the year-end auditors will increase the amount of testing they perform across departments.

Where significant costs (greater than £1,000) relating to future financial years have been charged to a project, adjustments and/or corrections should be made to recognise those costs as prepayments. Areas of particular risk are:

· long-term contracts e.g. maintenance and support contracts for equipment;

· recharges from external bodies e.g. NHS staff costs;

· Conferences and travel costs.

Costs greater than £100,000

Auditors are likely to question some of the larger payments that have been made on departmental projects and whether these should actually be pre-paid or accrued for.

In order to fulfil the reporting requirements, the following procedure should be adopted:

Prepayments

All prepayments required should be entered on the appropriate year end form. Identify any payment made on a project over £100k during the last 6 months of the financial year. 

1. If the payment is for work that has already been undertaken and includes a breakdown of staff costs for the period then no prepayment is required.

2. If the payment is a stage payment based upon completion of an activity then no prepayment is required.

3. If the payment is a stage payment for work not yet undertaken or a payment in advance then this will need to be prepaid.

a. If there is a schedule included that indicates when the funding is to be spent then the University needs to prepay only the items that fall into next year.

b. If there is no indication as to when the money will be spent then the payment should be prepaid based on the payment schedule and time apportioned.

For example:

3a) Schedule included

Invoice date: 15 June 2014.

Total payment: £500,000

Schedule:

a. £50,000 to be spent in June.
b. £100,000 to be spent in July.

c. £100,000 to be spent in August

d. £75,000 to be spent in September.

e. £75,000 to be spent in October.

f. £100,000 to be spent in November.

Prepayment required:

Only items iii to vi need to be prepaid as they fall into the next financial year. 

Total prepayment = £100,000 + £75,000 + £75,000 + £100,000 = £350,000 

3b) Payment Schedule included

Invoice date: 11 May 2014.

Total payment: £1,000,000

Payment schedule indicates next payment due 11th June 2015

Prepayment required:

Total period = May 13 to June 14 = 14 months. Total months to end of financial year = May to July = 3 months. Prepayment required = £1,000,000 * (14 – 3) / 14 = £785,714

Accruals

Full accrual for any costs incurred before year end and which have not yet been invoiced should be made in line with the year end guidance and on the appropriate Year End form. Accrual example:

Accrual Example:

Supply of services by an organisation; Organisation scheduled to invoice Oxford in January 2015 for actual costs incurred.

Budget awarded to organisation or estimated cost for this period = £1,200,000

Organisation commenced work in April 2014      

Total period = April to January = 10 months

Months falling within current financial year = April to July = 4 months

Accrual required = £1,200,000 * 4/10 = £480,000

Who to contact if there is a query

If you have any queries, please contact Gemma Greenaway or Helen Parker.
Further guidance can be found on Departmental Project Process page on the Finance Website.

Finance Division

www.admin.ox.ac.uk/finance/accounting/planning_reporting/yearend/ 
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