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Probably the most common problem you will experience with cash receipts is a utility customer’s check will bounce.  Specific instructions are provided below on how to handle this problem.  However, when you have cash receipt problems, it is a lot easier to understand how to deal with them if you first understand how cash receipts are processed in GS.
Two Types of Cash Receipts
Virtually all cash receipts in GS can be placed into one of two categories: 1) customer utility billing payments, and 2) all other cash receipts.  Each type of cash receipt is processed a little differently.
What do we mean when we say “the receipt has been deposited”?
Generally, you should deposit your cash receipt collections at the bank every day.  Further, you should create the deposit record in the computer BEFORE you actually make the physical deposit at the bank.  This is simply a good practice and provides assurance that your computer deposit records match what you are physically depositing at the bank.  Of course, for any number of reasons, these procedures are not always followed.

Because physical bank deposits do not always match the computer’s deposit records (at least from day-to-day), it can get confusing when we say:  “the receipt has been deposited”.  Does that mean the receipt has been deposited at the bank?  Does it mean the receipt has been deposited in the computer records?  Or both?

This is EXTREMELY IMPORTANT!  “The receipt has been deposited” can generally have two different meanings.  The first, and perhaps ONLY, meaning you will think of is: the receipt has been physically been taken over to the bank and “deposited”!  However, the second, and equally important meaning, is: the cash receipt has been deposited in the computer using the GS selection BA/Cash Receipt Deposit.
Why is it so important that you understand these meanings?  When you have a cash receipt problem, nearly always we are concerned with what you have done on the computer.  We are not generally concerned with whether or not you have actually taken the cash receipts over to the bank and made the physical deposit of the money.

Thus, mainly for communication purposes, if you use the term “the receipt has been deposited”, make sure it is clear what you mean.
How are customer utility billing payments processed?
Customer utility billing payments are processed as follows:
· Step 1.  Enter customer payments (UB/Customer Payments).
When the customer payment to be entered, it is broken down by fund automatically.  For example, a $55 customer payment might be broken down as follows: $30 to Water Fund, $15 to Sewer Fund, and $10 to Trash Fund.  The detailed breakdowns of each customer payment can be found using UB/Setup/Customer Payment and Billing Distribution Records.
· Step 2.  Post customer payments (UB/Post Customer Payments to Budgetary Accounting).

This is normally done at the end of the day, prior to making the bank deposit.
During the posting process, all of the customer payments being posted are summarized by date and fund.  For each summarized record, a cash receipt entry is automatically created in Budgetary Accounting.

To illustrate, assume you are posting two days of customer receipts.  The summary might look something like this:

09/15/2009:

Water Fund - $150

Sewer Fund - $75

Trash fund - $50

General Fund (Penalties) - $5

General Fund (Sales Tax) - $5

09/16/2009:

Water Fund - $300

Sewer Fund - $150

Trash fund - $100

General Fund (Penalties) - $10

General Fund (Sales Tax) - $10

In this example, 10 cash receipt entries would be created in Budgetary Accounting, 5 dated 09/15/2009 and 5 dated 09/16/2009.
· Step 3.  Deposit cash receipts.
The cash receipt entries created in Step 2 are deposited with “all other cash receipts” entered in Budgetary Accounting.
How are “all other cash receipts” processed?
“All other cash receipts” are processed as follows:

· Step 1.  Enter cash receipts (BA/Cash Receipts).

· Step 2.  Deposit cash receipts (BA/Deposit Cash Receipts).

When cash receipts are deposited, all undeposited cash receipts will appear in the listing.  If certain types of receipts, such as grant proceeds, are deposited into a different bank account than other receipts, those cash receipts will have to be located individually in the listing for deposit.

· Important: The Deposit Record.
For each deposit you create in Step 2, a deposit record is created for the total amount of the deposit.  These deposit records can be found using Banking/Deposits and Withdrawals.
Note: The cash receipts making up a deposit are “tied” to the related deposit record.  To print a report of the cash receipts making up a deposit, use Banking/Inquiries – Bank Transactions.

Problem:  A bank deposit was made to the wrong bank account.
Because this problem does not involve the cash receipt itself, no corrections are needed to the fund accounting records.  Instead, the corrections involve banking transactions only.

· Step 1.  Enter a bank withdrawal to reverse the deposit made to the wrong bank account using Banking/Deposits and Withdrawals.

Note:  The withdrawal should have the same date and amount as the related deposit it is reversing.
· Step 2.  Enter a bank deposit to get the money into the correct bank account using Banking/Deposits and Withdrawals.

Note:  The deposit should have the same date and amount as the first deposit that was made to the wrong bank account.

Problem:  A duplicate non-utility cash receipt has been entered, but not yet deposited in the computer.
Because the duplicate cash receipt has not yet been deposited, it is very simple to correct the duplicate entry problem.
· Step 1.  Delete the cash receipt entry using BA/Cash Receipts.

Note:  Until the cash receipt has been deposited (in the computer), the related cash receipt entry can be edited without limitation, and even deleted.

Problem:  A non-utility cash receipt was entered, but the bank notified you a week later that the related check bounced.
Because the cash receipt has been deposited in the computer, it is more complicated to correct the problem than if it had not been deposited.  The computer will not allow you to simply delete the cash receipt entry because it has been deposited.
To fix this problem:

· Step 1.  Enter a “negative” cash receipt adjustment using BA/Cash Receipt Adjustments.
This entry should exactly match the original cash receipt entry.  That is, you must use the same fund and receipt code.  However, the amount should be negative to “reverse” or “cancel out” the original cash receipt.

The date for the adjustment entry generally should be the date you discovered the problem.  If you discover the problem when doing the month-end bank reconciliation for the prior month, you can date the adjustment on the last day of the prior month.

· Step 2.  Enter a “negative” bank deposit using Banking/Deposits and Withdrawals.
The deposit amount should match the amount of the adjustment in Step 1, and be negative.

The date of the deposit MUST match the date of the adjustment in Step 1.

· Step 3.  Be sure to clear the deposit created in Step 2 as it will not appear on the bank statement.

Note:  When reconciling the bank account, the original bank deposit containing the bounced check will appear on the bank statement, and will have to be cleared in the normal manner like any other deposit.

Problem:  A customer utility billing payment was entered and deposited.  The customer’s check bounced.

· Step 1.  DO NOT alter any Utility Billing records.  That significantly complicates matters and is not necessary!
· Step 2.  Enter a “negative” cash receipt adjustment using BA/Cash Receipt Adjustments.

Unless you have good reason to do otherwise, select the General Fund, and use the Miscellaneous receipt code for this adjustment.  This simplifies Step 3.

This entry should be made for the full amount of the check that bounced.  However, the amount should be negative to reflect the fact that without this adjustment, the city’s total cash is overstated by the amount of the bounced check.

At this point do not be concerned about a possible bank charge as a result of the bounced check.  That is better dealt with when the bank statement is received.

The date for the adjustment entry generally should be the date you discovered the problem.  If you discover the problem when doing the month-end bank reconciliation for the prior month, you can date the adjustment on the last day of the prior month.

· Step 3.  When the customer makes good on the check, make a normal cash receipt entry as follows:
Date:  Enter the date the new check was received.
Fund:  Select the General Fund.

Receipt Code:  Select the Miscellaneous receipt code.

Amount:  Careful Here!  Enter the amount of the check that bounced, or the amount of the new check, whichever is less.  Most generally the new check is greater than or equal to the check that bounced.

Note 1:  You must use the General Fund and the Miscellaneous receipt code to “reverse” or “cancel out” the negative receipt adjustment entered in Step 2.

Note 2:  If the new check is greater than the check that bounced, which is likely, the amount in excess of the bounced check should be treated as a General Fund miscellaneous fee and entered as a separate cash receipt.
Note 3:  If there is a bank charge as a result of the bounced check, you should wait and handle that charge when you do the bank reconciliation.  At that time you will have to process an invoice for the amount of the charge with the bank as the vendor. 

Note 4:  There are very specific reasons why we handle this type of cash receipt problem the way we do.  The primary reason is to keep the correction procedure as simple as possible, and at the same time maintain the integrity of the accounting system.  If you any questions about the procedures, please contact Technical Support.  We would be happy to discuss them with you.

Problem:  A customer utility billing payment was credited to the wrong customer, but has been posted to Budgetary Accounting.
Because this problem affects two customers’ unpaid balances, both customers’ records must be corrected.  Also, because the original payment was posted, Budgetary Accounting records must be corrected.

Before starting, make a note of the customer name and account number for the two customers involved.  Also, note the payment date and payment amount.
· Step 1.  Delete the customer payment record that was credited to the wrong customer using UB/Customer Payments.

Locate the customer payment record in the listing, highlight it, and Click on Delete.

Note:  When you delete a customer payment record, if the payment has NOT been posted, the record will be deleted completely from the system as if it was never entered in the first place.  If the payment has been posted to Budgetary Accounting, as in this case, the original payment record cannot be deleted.  Therefore, instead of the customer payment record being deleted, a new customer payment record is created automatically that exactly reverses the original payment.
· Step 2.  Enter the customer payment as it should have been entered originally using UB/Customer Payments.

Click on Add and enter the new customer payment using the correct customer account number and the same date and amount as the record deleted in Step 1.
· Step 3.  Print, then Post, the two new customer payments to Budgetary Accounting using UB/Post Customer Payments to Budgetary Accounting.
Enter the payment date as both the Begin Date and the End Date.
Click on Update Listing.

Only the new payment records should appear in the listing.
Click on Print.

Note that the net effect of posting the two new payment records is zero for total cash.  However, note also that the distribution of the payment to the various funds is different.  Therefore, when these payments are posted, the original postings will be reversed (taken from the funds they were distributed to originally) and the new payment will put the money into the funds that should have received the distributions originally).  In summary, the fund cash balances will change as a result of these postings, but the Banking records are not affected at all.

Click on Post Displayed Payments.

Print the posted payments when prompted to do so.

· Step 4.  Edit the cash receipt records just posted to designate them to “not be deposited in the bank” using BA/Cash Receipts.

Enter the payment date as the Start Date and Click on Update Listing.
Important:  In the listing you will find cash receipt entries for the payment posted in the previous step.  You now must edit each record, one at a time, and uncheck the checkbox labeled Deposit Receipt into Bank Account.  Be careful to match the printout of the posted payments (from the previous step) to each record in the listing!!!  To do this, match the Date, Fund, Receipt Code description, and the Amount.

Highlight the first record in the listing to be edited and Click on Edit.

Uncheck the Checkbox Deposit Receipt into Bank Account.

Click on OK.

Repeat for each of the remaining records that need to be changed.

· Step 5.  Check to make sure that NONE of the posted cash receipt records are still designated to be deposited using BA/Cash Receipts Deposit.
Important:  You should not see any of the posted cash receipt records in the listing.  If you do, then you somehow made a mistake in the previous step and did not designate the cash receipt to not be deposited in a bank account.  If this happens, you should contact technical support for assistance.
Problem:  A customer utility billing payment entry was overstated by $1 and has been posted to Budgetary Accounting.
In this case, the customer was given credit for paying $1 more than was actually paid due to a clerical entry error.

Because this problem affects the customer’s unpaid balance, the related UB records should be corrected.  Also, because the payment was posted, Budgetary Accounting records must be corrected.

Before starting, make a note of the customer’s name and account number, and the payment date and payment amount.

· Step 1.  Set the Posted designation for the related customer payment distribution records from Y to N using UB/Setup/Customer Payment and Billing Distribution Records.

Enter the payment date as the Begin Date and the End Date.

Enter the customer’s account number as the Begin Account Number and the End Account Number.

Select Payments to be displayed in the listing.
Click on Update Listing.

Note:  Only the distribution records for the overstated customer payment should appear in the listing.

Highlight the first record in the listing and Click on Edit.

Change the Posted textbox from Y to N.

Click on OK.

Repeat for each of the remaining records.

· Step 2.  Edit the customer payment record that has the overstated payment amount using UB/Customer Payments.

Locate the customer payment record in the listing, highlight it, and Click on Edit.

Reduce the amount by $1 (the overstated amount), and Click on OK.

· Step 3.  Set the Posted designation for the related customer payment distribution records back to Y using UB/Setup/Customer Payment and Billing Distribution Records.

Enter the payment date as the Begin Date and the End Date.

Enter the customer’s account number as the Begin Account Number and the End Account Number.

Select Payments to be displayed in the listing.

Click on Update Listing.

Note:  Only the distribution records for the previously overstated customer payment should appear in the listing.

Highlight the first record in the listing and Click on Edit.

Change the Posted textbox back to Y.

Click on OK.

Repeat for each of the remaining records.

· Step 4.  Edit the customer payment distribution record for the customer’s largest utility (e.g., Water) using UB/Setup/Customer Payment and Billing Distribution Records.

Enter the payment date as the Begin Date and the End Date.

Enter the customer’s account number as the Begin Account Number and the End Account Number.

Select Payments to be displayed in the listing.

Click on Update Listing.

Note:  Only the distribution records for the previously overstated customer payment should appear in the listing.

Highlight the distribution record in the listing for the customer’s largest utility (e.g., Water) and Click on Edit.  Note that a cash receipt adjustment will be entered later for the fund for this same utility.
Reduce the Collected Amount by $1.

Click on OK.

· Step 5.  Enter a cash receipt adjustment for negative $1 using BA/Cash Receipt Adjustments.

Click on Add and enter the cash receipt adjustment information.

Enter the customer payment date as the date of the adjustment and enter negative $1 for the amount.

Enter the appropriate fund (e.g., Water Fund) and receipt code (e.g., Charges for Services).

As a comment, you can enter “Correction of error in customer payment entry”.
Click on OK.

· Step 6.  If the cash receipts deposit into the bank account included the overstated customer payment amount, you should enter a bank withdrawal to reverse the amount of the overstatement using Banking/Deposits and Withdrawals.

The withdrawal should have the same date as the related deposit that includes the overstatement amount it is reversing.

The withdrawal amount should be $1, the amount of the overstatement.

Problem:  A cash receipt entry was credited to the wrong fund.  The books have not been closed.
This is not an unusual problem.  For example, you might have mistakenly credited a specific cash receipt to the General Fund when it should have been credited to a special revenue fund.

There are two solutions for this problem. Solution 1 is the simplest.  However, Solution 2 is not at all complicated.  Both solutions will get your accounting records straight.

Which solution is the best?  It depends on the circumstances.  Here are my general recommendations:

If the entry error is caught before the end of the month the error was made, you can use Solution 1.  Otherwise, you should use Solution 2.
Solution 1:

· Step 1.  Locate the cash receipt entry using BA/Cash Receipts.  Highlight the entry and click on Edit.  Change the fund by selecting the correct fund.  Click on OK.
Note:  A problem with using Solution 1 more than a month after the error is discovered, is the effect of this type of change on prior monthly interim financial statements.  To illustrate, assume a $1,000 cash receipt was mistakenly credited to the General Fund in March.  You discover the error in December.  The General Fund month-end cash balance from March through November was overstated by $1,000.  If you correct this problem using Solution 1, and you re-print March through November monthly financial statements, the ending cash balance in the General Fund for those months will be $1,000 less than when the reports were originally printed.  This difference is, in itself, not a problem.  It is a problem if you cannot explain what caused the difference!
Solution 2:
· Step 1.  Enter a “negative” cash receipt adjustment using BA/Cash Receipt Adjustments.

This entry should exactly match the original cash receipt entry.  That is, you must use the same fund and receipt code.  However, the amount should be negative to “reverse” or “cancel out” the original cash receipt.

The date for the adjustment entry generally should be the date you discovered the problem.  However, if the entry is being made as a result of an adjustment by the auditor (i.e., after the end of the year), you should date the adjustment entry the last day of the year being audited (e.g., 12/31/2009).

· Step 2.  Enter a “positive” cash receipt adjustment using BA/Cash Receipt Adjustments.
Date:  Enter the same date used for the adjustment entered in Step 1.

Fund:  Select the fund that the cash receipt should have been credited to originally.

Receipt Code:  Select the receipt code that should have been used originally.  If the original receipt code was correct, then use the same receipt code.
Amount:  Enter the same amount used for the adjustment entered in Step 1, except that this entry should not be negative.
Note:  After entering both cash receipt adjustments, the net effect on total cash is zero.  We merely moved cash from one fund to another fund.
Problem:  A cash receipt entry made in the prior year was credited to the wrong fund.  The books have been closed.
If the books were not closed, there is no question that we would go back to the prior year to make the correction.  However, because the books have been closed, we must decide if 1) the correction should be made in the prior year, 2) the correction should be made in the current (new) year, or 3) no correction should be made.

· What is the dollar amount?
If, in your judgment, you think the amount is not significant, you can forget about the error and make no correction.  What is significant?  If you can say that the impact of the error on the cash balance of either of the funds affected by the error is minimal, the amount is probably not significant.
· Were the prior year financial statements audited?

If the prior year financial statements were audited, the decision on how to treat the error should be left to the auditor.

If the prior year financial statements are not audited, you should make the decision.
Suggestion:  If you are not audited, make the error correction in the current (new) year.

· If you, or your auditor, decides to correct the error in the current (new) year follow these steps:

Step 1.  Enter a “negative” cash receipt adjustment using BA/Cash Receipt Adjustments for the fund that was originally credited with the cash receipt in the prior year.

Date:  Enter the first day of the fiscal year as the adjustment date (e.g., 1/1/2009).

Fund:  Select the fund that the cash receipt was credited to originally in the prior year.

Receipt Code:  Select the receipt code that was used originally.

Amount:  Enter the same amount used for the original entry in the prior year, except that this amount should be negative.

Note:  There is a potential problem with this adjusting entry, especially early in the year.  If the negative adjustment amount is large enough, the cash balance in this fund might be negative.  If the fund does have a negative cash balance, this might be a violation of state law (i.e., cash basis law).  If you have questions about this, please contact Technical Support.
Step 2.  Enter a “positive” cash receipt adjustment using BA/Cash Receipt Adjustments for the fund that should have been credited with the cash receipt in the prior year.
Date:  Enter the first day of the fiscal year as the adjustment date (e.g., 1/1/2009).
Fund:  Select the fund that the cash receipt should have been credited to originally in the prior year.
Receipt Code:  Select the receipt code that should have been used originally.  If the original receipt code was correct, then use the same receipt code.

Amount:  Enter the same amount used for the adjustment entered in Step 1, except that this entry amount should be positive.

Note 1:  Note that the net change in total cash after the two adjustments is zero.  We are merely moving cash from one fund to another fund.

Note 2:  By entering adjustments, rather than changing the beginning cash balances, the beginning cash balances will agree with the prior year ending cash balances.

Note 3:  By entering adjustments, rather than entering cash receipts, the cash balances will be corrected in the two funds without misstating cash receipts, and possibly causing confusion with banking records.
· If you, or your auditor, decides to correct the error in the prior year follow these steps:

Step 1:  Change the beginning cash balance of the fund that was originally credited with the cash receipt in the prior year using BA/Setup/Beginning Cash Balances.
Reduce the beginning cash balance by the amount of the original cash receipt in the prior year.

Step 2:  Change the beginning cash balance of the fund that should have been credited with the cash receipt in the prior year using BA/Setup/Beginning Cash Balances.

Increase the beginning cash balance by the amount of the original cash receipt in the prior year.
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