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WHAT IS A SALARY ACCRUAL?

A salary accrual an additional amount of money owed to an employee for services performed, but for which a cash disbursement has not occurred.   This happens in school districts because most district employees earn their pay in 10 months, but are paid over 12 months.  At any point during the instructional year, the district will owe employees money earned for service already provided, but for which they have yet to receive cash.  The employees’ summer checks are paid from this “bank” to fulfill the districts contractual pay obligation to the employee.  If an employee leaves the district during the year, the additional amounts earned but not paid are included in the employee’s final paycheck.
WHY DO WE ACCRUE SALARIES?

MONTHLY?

Recording salary accruals on a monthly basis provides district staff with more accurate information on the financial statements.  Expenditures and liabilities balances will be more accurately reflected in a timely manner, and the effects of salary costs on fund balance can be seen prior to a cash disbursement being recorded with payroll.  Additionally, financial statements and reports must be presented in accordance with GAAP.  Earned but unpaid salaries must be recorded as accrued wages payable in the accounting system when the employee provides the services to the district.  

AUGUST?

In school districts whose fiscal year begins 9/1 but teachers report prior to this date, they have earned that many days pay but have not been paid for it.  GAAP requires that this payroll liability be recognized in the prior fiscal year even though the following school year has begun. 
	Month
	Days Worked
	Daily Rate
	Paid
	Earned
	Accrual Balance

	August
	15
	157.38
	 $           -   
	 $2,360.70 
	 $  2,360.70 

	September
	19
	157.38
	   2,452.50 
	   5,350.92 
	     2,898.42 

	October
	22
	157.38
	   4,905.00 
	   8,813.28 
	     3,908.28 

	November
	19
	157.38
	   7,357.50 
	 11,803.50 
	     4,446.00 

	December
	15
	157.38
	   9,810.00 
	 14,164.20 
	     4,354.20 

	January
	18
	157.38
	 12,262.50 
	 16,997.04 
	     4,734.54 

	February
	20
	157.38
	 14,715.00 
	 20,144.64 
	     5,429.64 

	March
	15
	157.38
	 17,167.50 
	 22,505.34 
	     5,337.84 

	April
	22
	157.38
	 19,620.00 
	 25,967.70 
	     6,347.70 

	May
	22
	157.38
	 22,072.50 
	 29,430.00 
	     7,357.50 

	June
	0
	0
	 24,525.00 
	 29,430.00 
	     4,905.00 

	July
	0
	0
	 26,977.50 
	 29,430.00 
	     2,452.50 

	August
	0
	0
	 29,430.00 
	 29,430.00 
	               -   


ACCRUING SALARIES IN SKYWARD
CONSIDERATIONS

Accrual calculation is based upon the employee’s assignment information.  The employee must have an assignment with a calendar, contract amount, pay code and account code.  

Accrual = Contract amount in employee assignment divided by the total number of calendar days multiplied by the number of days to be accrued less the paid amount to date.  Medicare and social security are calculated based upon the accrual amount. 

It is critical that the pay code and account code in employee assignment match the pay code and account code in payroll history. 

Changing the employee’s status to inactive stops the accrual process.

Pay Codes marked as “rate” type do not accrue.

MONTHLY ACCRUALS
1. Click Financial Management.

2. Click Account Management.

3. Click General Input.

4. Click Accrual.

5. Select the plan that is your Active Plan in Employee Management.

6. Click Calculate.  

7. Select Monthly Salary Accruals.  Click Run.

8. Identify the employees and the pay codes to be included in the Monthly accrual process.  

a. Select the calendars for which you wish to accrue salaries.  Select the calendars from the list of Available Calendars.  Click Add to add them to the list of Selected Calendars.  

b. Click Sel Parms.  Choose the other parameters to be used to identify employees to include in the accrual process.  Follow these instructions for each code type to be used to filter employees:

i. Select a code description under Code Types and click Select.  

ii. Select the individual code(s) to be included in the accrual process.  

iii. Click Add.  

iv. When you have added all the appropriate values, click OK.

c. select employees by range or by name.  Complete the RANGE fields to select employees by range.  Click Ind Empl to select employees by name.

d. If you wish to select employees for accrual by account code, click the Acct. Ranges tab at the bottom of the screen.  

i. Click Filter.  

ii. Click the OS Ranges tab.

iii. Specify the appropriate accounts.  For example, to include fund 199 in your accruals, specify “199” as both low and high values for your range.

iv. Click OK.

9. When you have selected all appropriate parameters, you MUST save the parameter set for the accrual program to process accruals correctly.  

a. Click Save.

b. Type a description for the parameter set, such as “August Accruals yyyy-yyyy.”

c. Click Save.

10. On the Save/Load Selection Parameters window, highlight the saved parameter set.  Click Select.

11. On the Current Parameters Selection window, click OK.

12. On the subsequent screen, click OK again.

13. The computer generates an Exception Report.  Review the report and investigate any exceptions.

Print Reports 

You can print a Detail Report, a Distribution Detail Reports, and/or a Distribution Summary Report.  Print a Detail Report so you can verify that the appropriate employees have been included in the Accrual process.  

1. Click Report (As long as you haven’t left the accrual program.  If you have, you will have to go through the accrual process again).

2. Click Detail Report and click Run.

3. Review the Detail Report to verify that the appropriate employees have been included in the accrual process.

4. After verifying that the Detail Report includes the appropriate employees, print a Distribution Detail Report and a Distribution Summary report.  

Create and Post Accrual
1. Click Create Entries.  If you do not see the option for Monthly Accruals, recreate your Monthly Accrual amounts.  

2. Click Monthly Accruals.  

3. Click Run. [image: image1.png][Fr\an\GI\AC - 2783 - Accruals
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4. You see the standard input screen for journal entries.  The software supplies default values for you, but you can change them if you wish.  Batch has a default value of “ACRLYYYY” where yyyy indicates the fiscal year for the accruals.  Description defaults to “Salary Accrual through mm/yy”for this batch.    The year defaults to the current year.  If you have not closed your prior year (i.e. working in September), you ill need to update your year to the next fiscal year. 
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5. Click OK. 

6. The computer creates a batch entry.  You must update the batch to post the accrual entries.

7. Close the Accruals window.  Click Journ Entry.
8. From the list of journal entry batches, select the batch for the Monthly Accruals. You can make changes to the entries or print a report just as you can do with any other journal entry batch.
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9. Update the batch using that month-end post date.

10. When you run the monthly accrual process for the following month and create your entries, the reversing of the prior month’s accrual entry is also created as a part of the new accrual entry.  Now there is no need to run a separate Reversing Monthly Accrual process as this is taken care of through the following month’s accrual entry creation.

AUGUST ACCRUALS
1. Click Financial Management.

2. Click Account Management.

3. Click General Input.

4. Click Accrual.

5. Select the plan that is your Active Plan in Employee Management.

6. Click Calculate.  

7. Select August Salary Accruals.  Click Run.

8. Identify the employees and the pay codes to be included in the August accrual process.  Most districts choose to accrue salaries for those employees who began working in August but who will not be paid until September for their work in the new school year.

a. Select the calendars for which you wish to accrue salaries.  Select the calendars from the list of Available Calendars.  Click Add to add them to the list of Selected Calendars.  

b. Click Sel Parms.  Choose the other parameters to be used to identify employees to include in the accrual process.  Follow these instructions for each code type to be used to filter employees:

i. Select a code description under Code Types and click Select.  

ii. Select the individual code(s) to be included in the accrual process.  

iii. Click Add.  

iv. When you have added all the appropriate values, click OK.

c. At the bottom of the window, under the Employees tab, note that you can select employees by range or by name.  Complete the RANGE fields to select employees by range.  Click Ind Empl to select employees by name.

d. If you wish to select employees for accrual by account code, click the Acct. Ranges tab at the bottom of the screen.  

i. Click Filter.  

ii. Click the OS Ranges tab.

iii. Specify the appropriate accounts.  For example, to include fund 199 in your accruals, specify “199” as both low and high values for your range.

iv. Click OK.

9. When you have selected all appropriate parameters, you MUST save the parameter set for the accrual program to process accruals correctly.  

e. Click Save.

f. Type a description for the parameter set, such as “August Accruals yyyy-yyyy.”

g. Click Save.

10. On the Save/Load Selection Parameters window, highlight the saved parameter set.  Click Select.

11. On the Current Parameters Selection window, click OK.

12. On the subsequent screen, click OK again.

13. The computer generates an Exception Report.  Review the report and investigate any exceptions.

Print Reports

You can print a Detail Report, a Distribution Detail Reports, and/or a Distribution Summary Report.  Print a Detail Report so you can verify that the appropriate employees have been included in the Accrual process.  

5. Click Financial Management.

6. Click Account Management.

7. Click General Input.

8. Click Accrual.

9. Select the plan that is your Active Plan in Employee Management.

10. If necessary, recreate the accrual information using your saved Selection Parameters.  (Each time you exit from the Accruals button and then return, the accrual information is deleted and you must recreate the accrual amounts.)

11. Click Report.

12. Click Detail Report and click Run.

13. Review the Detail Report to verify that the appropriate employees have been included in the accrual process.

14. After verifying that the Detail Report includes the appropriate employees, print a Distribution Detail Report and a Distribution Summary report.  You can use the Distribution Summary Report to assist you in preparing your final budget amendment.

Post August Salary Accruals

11. Click Financial Management.

12. Click Account Management.

13. Click General Input.

14. Click Accrual.

15. Select the plan that is your Active Plan in Employee Management.

16. If necessary, recreate the accrual information using your saved Selection Parameters.  (Each time you exit from the Accruals button and then return, the accrual information is deleted and you must recreate the accrual amounts.)

17. If you had to recreate the accrual information, reprint the Distribution Summary Report and verify its totals against the report you printed when you calculated accruals previously. 

18. Click Create Entries.  If you do not see the option for August Accruals, recreate your August Accrual amounts.  

19. Click August Accruals.  

20. Click Run.

21. You see the standard input screen for journal entries.  The software supplies default values for you, but you can change them if you wish.  Batch has a default value of “Augyyacr” where yy indicates the fiscal year for the accruals.  Description shows that this batch is August Accrual entries for the current year.  Year defaults to the current year.  

22. Click OK. 

23. The computer creates a batch entry.  You must update the batch to post the accrual entries.

24. Close the Accruals window.  Click Journ Entry.

25. From the list of journal entry batches, select the batch for the August Accruals. You can make changes to the entries or print a report just as you can do with any other journal entry batch.

26. Update the batch using an August post date.

Reverse August Salary Accruals

Reverse your August Salary Accruals prior to selecting the option to change the Fiscal Year End flag to the new fiscal year.

1. Back up your database.

2. Verify that you have no outstanding journal entry batches.

3. Click Financial Management.

4. Click Account Management.

5. Click General Inputs.

6. Click Accrual.

7. Select the appropriate Active Plan, the one you are using for the old fiscal year (the one you used when you created the August payroll accruals originally).

8. Click Create Entries.

9. Select Reverse August Accruals and click Run.

10. The Journal Entry window appears.  Select History to display your historical journal entries.

11. If you did not change the batch ID when you created your August Salary Accruals, the batch ID will be “AugyyAcr” (where yy  equals the last 2 digits of the fiscal year).  If you did change the batch ID or if you created multiple journal entries for your salary accruals, identify your entries by their batch ID’s or by the journal entry description, “August yyyy Salary Accrual.”  If you are not sure which entries are for salary accruals, click on the most recent entries and review the account codes.  There should be debits to salary accounts with offsetting credits to liability accounts.    

12. Print a report showing the salary accrual journal entries.  Use this report to verify the reversals.

13. To create the reversing entry you create a reversal batch.  Select the salary accrual journal entry from the list displayed on the screen.  Click Activate.

14. The Duplicate Existing Batch window appears.  You must change the batch ID and description to something other than what you used for the original journal entry.  Fiscal Year must be the new fiscal year.  Complete the screen as follows, where yy and yyyy represent the old fiscal year and nnnn-nnnn represents the new fiscal year..

NEW BATCH #:
ACCREVyy
DESCRIPTION:
Aug yyyy Salary Accrual Reversal

NEW YEAR:

nnnn-nnnn
Check Create as Reversing Batch.  Click OK.

15. When the message appears telling you the batch has been created successfully, click OK.  The newly-created batch journal entry will show dates of 08/31/yy for the detail lines, just as in the original batch.  These dates can be the same as the original batch because you will update and post the reversal batch with a September date.

16. If there are more August accrual journal entries to reverse, then repeat the previous steps.  For each batch, increase the batch number by 1.  For example, if you used ACCREV01 for the previous batch, use ACCREV02 for the next one and so on.  When you have completed creating reversal batches for all your August salary accruals, go on to the next step.

17. Click Batch Display to list your newly created batches.  

18. Click Batch Update.  If there are batches in your list other than your reversal entries,  specify a range that will select the reversal batches  only.  Enter a post date of “09/02/yy.”  Click OK.

19. Check this report against the report or reports you printed earlier.  For each journal entry, verify that the amounts for each detail line are exactly the same.  In the reversal journal entries, salary accounts are now credited and the liability accounts are debited.  Do not proceed if there are any discrepancies between the original salary accrual journal entries and the reversal entries.  

20. After you verify the reversal journal entries, respond Yes to the confirmation prompt to update the journal entry.  

21. You see a message that the update process is complete. Click OK.
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