EXHIBIT VI-2
YEAR-END CLOSING CHECKLIST

Agency Name

Part |

Organization Code

Check the appropriate column. Your agency must correct all "NO" answers before YEC will
be initiated. Discuss these items with the HOTLINE or the CALSTARS Analyst assigned to
your agency, if needed.

Yes No

N/A

GO01 Trial Balance

Cost Allocation Clearing (GLA 6297) is zero in all funds.
System Clearing (GLA 9998) is zero in all funds.

Payroll Clearing (GLA 6201) is zero in all funds.
Claims-in-Process (GLA 3021) is zero in all funds.

PONPE

B04 Appropriation Status

5. The Clearing Account contains NO Reimbursement or Revenue postings.
True?

6. The Net Cost Allocation and SCO PFA Posted amounts are equal and
show opposite signs for reverting appropriations.

7. The Reserves, Accrued, and Cash (unremitted and in-transit) fields are
zero for reverting appropriations.

8. Allfields are zero on "CM" fiscal period reports for reverting appropriations.
(Any balances stop the closing process.)

Document File Reports

9. All reverting appropriation Accounts Receivable were reclassified to
Accounts Receivable—Other (GLA 1319).

10. All document report (D06) General Ledger Account balances agree with
GO01 Report General Ledger Account balances.

11. The S01 Report Subsidiary File balances agree with Document File (D09
or D10) general ledger account balances.

Appropriation Symbol Table

12. Reversion indicators are set for all FFY's appropriately (0, 1, 2, or 9).

13. The D18 Report (PY) was reviewed and the agency desires to have all
encumbrances for continuing appropriations shown on the report rolled to
the new FFY. (Reversion Indicator must be changed to 0 if agency desires
to maintain encumbrances in prior FY)

Budget Sequence Table

14. Budget Sequence Number 001 is established for all continuing
appropriation items (one for each separate item).
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EXHIBIT VI-2 (Continued)
YEAR-END CLOSING CHECKLIST

General Review

Reviewed by:

15. The Error Suspense File was reviewed and no prior year (FM 13) entries

exist.

16. All Prior Year (FM13) reports were ordered and received.
17. A Y01 Listing of Accruals to be Reversed in the New Year was ordered

and received.

Date:

Part Il

After review of the preceeding checklist and correction of al "No" answers, perform the
following steps to initiate and complete the YEC/YEO process.

Contact CALSTARS Hotline at (916) 327-0100 to set YEC.

Set Run YEC Indicator in OC Table to C.

Order PY GO1 Report after YEC completed (OC YEC Indicator = D).
Review and verify all nominal accounts are closed.

Set Run YEC Indicator in OC Table to E.
Note: If Prior Month CA/FS has already run, set PM Open Indicatorto C, N or T.

Order CM GO1, Report Period Option Y.
Verify all beginning balances agree with ending balances on PY GO1.
Verify all applicable accruals and adjusting entries have been reversed.

Retain this checklist on file.

CALSTARS Procedure Manual

Transmittal 9-7 3/15/06

VI-6



EXHIBIT VI-3

SUMMARY OF YEAR-END PROCESS AND YEAR-END RUN INDICATOR VALUES

OC TABLE
RUN YEC SYSTEM ACTION REQUIRED AGENCY ACTION
INDICATOR
Blank --- Set the RUN YEC indicator to C to execute Year-
end Close.
NOTE: Agencies may run YEC on the same day
or after Cost Allocation/Fund Split
(CF/FS) is run.
C System performs the close. Review the Error File to insure that closing
Run YEC indicator set to D; transactions were not rejected. All errors must be
PRIOR MONTH OPEN and corrected before setting the next step.
PRIOR YEAR OPEN indicators
setto Y. Only nominal accounts NOTE 1: Request a GO1 (PY option) and review
are closed. it to insure that the nominal accounts
(GLA 8000-series and 9000-series) are
closed. This PY GO1 is also used to
verify opening balances on a CM G01
requested after running YEO.
D System-supplied by the C process | Set the RUN YEC indicator to E to execute Year-
to indicate process complete. end Open.
NOTE 2: If Year-end adjusting entries are
being reversed during YEO and the OC Table
Prior Month Open Indicator is set to Y, determine
whether CA/FS has already run. If CA/FS has
been run, the Prior Month Open Indicator must be
setto C, T or N. This will cause automated
reversal transactions to post in the Current
Month.
E Generates the beginning balance Review the Error File to insure that opening
(GLA) transactions and sets the balance transactions (TCs 6nn) did not reject.
Run YEC indicator to X. The Request a CM GO01 Report to verify beginning
PRIOR YEAR OPEN indicator is balances. (See Note 1, above.) Any balance in
set to N (closed). FM 13 adjusting | GLA 9998 - Start-of-System Clearing must be
entry batches are reversed if analyzed. Call the Hotline for assistance.
automated reversal was selected
at input.
X System-supplied All Done!
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Volume 7, Chapter VI Year-End Closing - YEC & YEO Processes

AUTOMATED YEAR-END CLOSE PROCESS

The automated YEC process, which is initiated by setting the OC Table Run YEC
indicator to C, closes nominal accounts into Fund Balance accounts and generates
transactions for the nightly system update process, which updates the following six
files in the new fiscal year:

Allotment File;
Appropriation File;
Document File;
Cash Control File;
Operating File; and
Subsidiary File.

If there is current year (FM 01, etc.) activity in an appropriation with a Reversion
Indicator of 1, no transactions will be generated. Instead, CFY010-1, Preliminary
YEC Processing Report (Exhibit VI-4), is generated and will appear with the other
daily transaction reports. If a CFY010-1 Report is produced, the agency must:

& Change the associated AS Table record to show the appropriation is not
reverted (i.e., use a later Reversion Date and a Reversion Indicator other
than 1), if appropriate;

OR

& Reverse all of the current year (FM 01, etc.) financial activity for the reverted
appropriation.

After the corrections are posted and verified, call the Hotline again. The CALSTARS
Hotline Analyst must again review the checklist and then reset the YEC
authorization.

The following section details the individual YEC programs that the system executes
when the agency sets the Run YEC Indicator to C.

After the YEC process is run, the Run YEC Indicator is automatically set to D by the
system.
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Volume 7, Chapter VI Year-End Closing - YEC & YEO Processes

Document File Carry Forward (Batch Type YX)

Document File records are carried forward to the new year by the CFY046 program.
This program performs the following:

Generated Transactions

This program generates TC 699 transactions to reestablish the balance of all prior
year encumbrances in the Appropriation, Allotment, Operating and General Ledger
Files. Batch Type YX is assigned to each transaction. If the AS Table Allotment
Processing Indicator is 1, a TC 696 is also generated to post the encumbrance
amount as allotment authority.

Other File Activity
The Document File carry forward program also performs the following:

o

Report

For each Document File record, the amounts in the PY 13 fields are carried
forward and added to the amounts in the current year fields (to the CM0, CM1
and CM2 buckets as appropriate based on the month YEC occurs). The
record is shown on the CSY046-1 Report with no message.

Deletes all GLA 6170-Obligations records. All Obligations amounts should
have been accrued at year-end. The record is shown on the CSY046-1
Report with the message "Purged GLA 6170".

Deletes all GLA 6150-Encumbrances records where the AS Table Reversion
Indicator = 1. The record is shown on the CSY046-1 Report with the

message "Reverted Appn".

If the new year OC Table ORF FFY Indicator is set to C, ORF documents
(Fund 0998) are incremented to the new FFY/EY. This is performed by an
internal program rather by the generation of accounting transactions. Refer
to the Set ORF, Uncleared Collections, and Allotment File Processing Indicators section
near the beginning of this chapter. The record is shown on the CSY046-1
Report with no message.

If the new year OC Table Uncleared Collections FFY Indicator is set to C,
Uncleared Collections documents (GLA 3730) are incremented to the new
FFY/EY. This is performed by an internal program rather by the generation of
accounting transactions. Refer to the Set ORF, Uncleared Collections, and
Allotment File Processing Indicators section near the beginning of this chapter.

The record is shown on the CSY046-1 Report with no message.

The CSY046-1, Encumbrance Carry Forward Report (Exhibit VI-12), shows:

& Transactions generated carry forward encumbrances in the Appropriation,

Allotment, Operating and General Ledger Files;
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Volume 7, Chapter VI

Year-End Closing - YEC & YEO Processes

& ORF and Uncleared Collections documents incremented to the new FFY/EY;

and

& Records with messages as described below.

Message
AMOUNTS ALLO

BAD APPN SYM

BAD PCA-NO

REVERTED APPN

PURGED GLA 6170

FFY NOT ROLLED

Meaning

The DF record was deleted because all CMO and PY13
amount fields were zero.

The encumbrance DF record contained an
Appropriation Symbol code not found in the AS Table.
The DF record was deleted.

The PCA shown on the encumbrance DF record was
not found in the PCA Table. The transaction was
created using this PCA and funding information but the
transaction posted to the Error Suspense File.

The encumbrance DF record relates to a reverted
appropriation and was deleted.

Prior year DF records relating to Obligations were
deleted. All Obligations amounts should have been
accrued at year-end.

DF records are reestablished with the new FFY when
the Fund is 0998 and the OC Table ORF FFY =C; or
when the GLA is 3730 and OC Table UNCLEARED
COLLECTIONS FFY =C. However, if the Document
Number/Suffix already exists in the new FFY, the old
FFY document is not rolled to the new FFY.
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Volume 7, Chapter VI Year-End Closing - YEC & YEO Processes

Grant Project File Purge

Project Control records are purged from the Grant Project File during the YEC
process if the Project Number/Work Phase Table record was deleted prior to YEC.
Only one transaction message (PC NO MATCH - GP REC DELETED) is generated
during the CFY054 process. The Key to the Grant Project File records that are
deleted are printed on the CFY054-1, CALSTARS Year-end Close Grant Project
Purge Process Report. (An example of the output is not shown.)

Verification of the YEC Process
After completing the YEC process, the following two checks must be completed:

& The Error Suspense File must be reviewed to ensure that no closing
transactions were rejected. For example, Errors may occur if: General
Ledgers are maintained by project and the project has been deleted from the
PC Table; established Section General Ledger levels are inconsistent; etc.
The YEO process cannot begin (due to system edits) if transactions
from YEC are on the Error Suspense File.

& After all YEC transactions have successfully posted, agencies must request a
GO01 (PY option) and compare it to the GO2 Report, Post-closing Trial
Balance. Ensure that the nominal accounts (GLAs 8000-9999) are closed
(i.e., do not appear in the GO2 Report, Post-closing Trial Balance). If all
nominal accounts are closed, the agency may proceed with YEO.

AUTOMATED YEAR-END OPEN PROCESS

YEO (open the new year) is the second step of the process. It generates
transactions that create opening balances in the General Ledger File and reverses
FM 13 adjusting entries if the automated reversal option was selected at input.

Automated Reversal of FM 13 Adjusting Entries Batches During YEO

During YEO, batches that were previously input to Fiscal Month 13 and coded
according to the Automated Accrual Reversal Process requirements discussed in
Chapter Il, section Use of Fiscal Month for Year-end Adjustments, are automatically
reversed. These batches were recorded in the Year-end Adjustments (YA) File as
they were entered. CALSTARS selects ALL transactions from the YA File for
reversal.

NOTE: Reversal of transactions inappropriately included in automatic reversal
batches may result in errors that require correction or additional adjusting
transactions. A PY Y01 report (See Chapter II, Exhibit 11-3) may be useful
to identify inappropriate transactions.
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Volume 7, Chapter VI Year-End Closing - YEC & YEO Processes

The following changes are made to each transaction when they are assembled into
the reversing batches:

o

o

Batch Date is changed to the current processing date;
Batch Type is changed to AN;

Batch Number is changed to 001 and is incremented by one for each original
batch/processing date combination;

NOTE: If the batch posted over two days, the reversal process creates
two batches sequenced in processing date order.

The Reverse Code field is changed to its opposite value:

- blank becomes R, and

- R becomes blank;
Fiscal Month is changed as follows:

- Ifthe current FM is 01 (July), the FM is set to the current FM;
OR

- If the prior FM is closed (OC Table Prior Month Open Indicator is C, N or
T), the FM is set to the current FM;

OR
- If neither condition applies, the FM is set to the prior FM.

The CFY061-1, Batched FM13 Accruals for Reversal Report (Exhibit VI-18), is
produced when the transactions from the YA File are assembled into reversing
batches. It displays the reversal batches which will be processed in the next regular
batch processing cycle. The last page of the report contains the counts for number
of transactions and batches. These counts should be used when performing the
daily system reconciliation.

Important Considerations

Monthly Cost Allocation and Fund Split Considerations

The reversal of all transactions in the YA File occurs during the YEO process. YEO
is independent of the monthly cost allocation/fund split (CA/FS) cycle;
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EXHIBIT VI-18

CFY061-1

08/20/01 (18.34)

*—— TRANS ID --* FFY

0108070N001000010 97
0108070N001000020 97

* BATCH 1D: 0108070NOO1

0108070N002000010 98
0108070NO02000020 98
0108070N002000030 98

* BATCH 1D: 0108070N002

DEPARTMENT OF AIR QUALITY ORG NUMBER:
CALSTARS BATCHED FM13 ACCRUALS FOR REVERSAL REPORT ORG PAGE:
RUN  PAGE:
DOCUMENT TRANS
FUND FD NUMBER GLAN CODE REV FM INDEX OBJ/AGCY PCA TRANSACTION AMOUNT
0001 00 O0CA63837 01 517 R 02 10050 15,777.00
0001 00 OCA63837 02 3210 519 R 02 1000 10050 6,320.00
BATCH COUNT: 2 BATCH AMOUNT: 22,097.00
0001 00 A1-ENTRY 00 530 R 02 245.82
0001 00 A2-ENTRY 00 532 R 02 3,712.50
0001 00 A1OENTRY 00 585 R 02 10050 1,822.50
BATCH COUNT: 3 BATCH AMOUNT: 5,780.82
TOTAL TRANS COUNT/AMT: 5 27,877.82
TOTAL BATCH HEADERS: 2

9990
1
1
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Volume 7, Chapter VI Year-End Closing - YEC & YEO Processes

however, if an agency is using the automated reversal process and has transactions
that post to GLA 9000-Expenditures, CA/FS may be required.

WARNING: If CA/FS has already run for the Prior Month, automated reversal
transactions must be directed to post to the Current Month. This is to
insure that the generated reversal transactions from the YA File are
available for CA/FS the next time it is run.

The YEC process sets the OC Table Prior Month Open Indicator to Y. If nothing is
done, YEO (and the YA File, by default) posts to the Prior Month. To insure that the
YA File posts to the Current Month, set the OC Table Prior Month Open Indicator to
T (preferred) or N after running YEC and before running YEO. See the chart below
for further clarification:

SUMMARY OF POSTING SITUATIONS

SITUATION ACTION

YA File and YEO run before | None. Automated reversal entries and YEO transactions
monthly CA/FS will post to the prior month and be available for monthly
CA/FS (i.e., the prior month's closing).

YA File and YEO run after Set OC Table Prior Month Open Indicator to T or N.
monthly CA/FS Automated reversal entries (batch type AN) will post in the
current month. YEO entries (batch type YS) will be
created as prior month entries and will appear on the error
file because the prior month is closed. The agency has 2
options to clear the YEO entries from the error file: 1) enter
error correction transaction to change the fiscal month to
current month; or 2) set the OC Table Prior Month Open
Indicator to Y (this option is not available if Prior Month
Open Indicator is N).

All transactions posted to the YA File will be reversed

The automated adjusting entry reversal process does not evaluate transactions to
determine if they should be reversed. Agencies must review the reports described in
the sections above to insure that only appropriate transactions have posted to the
YA File.

YA File Purged on May 1st

In preparation for the next year-end close process, all transactions remaining in the
YA File on May 1st will be purged. Transactions are removed from the YA File when
they are put in reversal batches during the YEO process. Since most agencies run
YEO long before May, the YA File will usually be empty by May 1st.

IMPORTANT: If an agency has not run the YEO process by May 1st, any
transactions in the YA File will be lost. Reversing transactions
will then require manual input.
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HY File Purge

Online HY activity for the prior-prior fiscal year is purged as part of the YEO process.
For additional information on the History File, refer to Volume 1, Chapter VII.

Open General Ledger (Batch Type YS)

When the new year OC Table Run YEC Indicator is set to E the CFY060-1, Year-end
Open Verification Report, is issued. This one-page report contains one of two
messages:

NEW YEAR OPEN WILL BE PROCESSED FOR YOUR ORGANIZATION

This message indicates the OC Table Run YEC Indicator E setting was
accepted and the transactions generated from the process should be
posted in the next system update;

OR

NEW YEAR OPEN PROCESS DID NOT RUN BECAUSE OF YEAR-END
CLOSE ENTRIES ON THE ERROR FILE

YEO cannot begin if errors from YEC are on the Error Suspense File.
If the new OC Table Run YEC Indicator is set to E, the CFY060-1
Report will be issued daily until YEC errors are cleared. Once
corrections are made and successfully processed, the YEO process
will start with no further action by the agency.

NOTE: The YEO process will not start until the following day after
the errors are cleared.

CALSTARS generates transactions to bring forward beginning general ledger
balances:

TC 691 - YEC-To Load New Year Debit Balance - General Ledger File
TC 692 - YEC-To Load New Year Credit Balance - General Ledger File

The CFY048-1, General Ledger Open Report (Exhibit VI-19), shows the transactions
that were generated to load beginning general ledger balances.
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EXHIBIT VI-19

0990
1
1

CFY048-1 DEPARTMENT OF AIR QUALITY ORG NUMBER:
CALSTARS GENERAL EDGER OPEN REPORT ORG PAGE:
08/20/03 (18.15) RUN  PAGE:
AGENCY ACTIVITY
SECTION TRAN YR FUND FD GAAP PROJECT GL-TRAN ACCT NO DR-CR  CURR BAL PY13 START-OF-YR MESSAGE
XX XX XXXX XX X XXXXXX XXX XXXX X 77,777,777 ,777 .99~ 77,777,777 ,7277 .99- XXXXXXXXXXXXXXXXXXXX
TC FFY FM INDEX AS FUND-FS-M-FD  OD GL-ACCT AO PROJ-NO WP LOC VENDOR NO/SUF TRANS AMOUNT REV
XXX XX XX XXXX XXX XXXX X X XX XXX XXXX XX XXXXXX XX XXXXXX XXXXXXXXXX XX 77,777,777 ,777.99 X
00 02 0001 00 O 000000 483 1140 D 59,000,000.00 .00 GL DETAIL REC PURGED
00 02 0001 00 O 000000 501 1140 C 59,000,000.00- .00 GL DETAIL REC PURGED
00 02 0001 00 O 000000 501 5570 D 59,000,000.00 .00 GL DETAIL REC PURGED
00 02 0001 00 O 000000 502 5570 C 59,000,000.00- .00 GL DETAIL REC PURGED
00 02 0001 00 O 000000 483 9811 c 59,000,000.00- -00 CLOSE TYPE=2 PURGED
00 02 0001 00 O 000000 502 9811 D 59,000,000.00 .00 CLOSE TYPE=2 PURGED
00 02 0448 00 O 000000 101 1110 D 54,362.00 .00 GL DETAIL REC PURGED
00 02 0448 00 O 000000 102 1110 D 4,541.50 .00 GL DETAIL REC PURGED
00 02 0448 00 O 000000 108 1110 D 180.00 .00 GL DETAIL REC PURGED
00 02 0448 00 O 000000 171 1110 C 149,867.00- .00 GL DETAIL REC PURGED
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Volume 7, Chapter VI Year-End Closing - YEC & YEO Processes

Listed below are the generated transaction messages that may be found on the
CFYO048-1 Report and their meanings:

Message Meaning
CLOSE TYPE=0 PURGED Prior year budgetary records are deleted from

the GL File during YEO.

CLOSE TYPE=2 PURGED The GL "Nominal Accounts" were closed into
Fund Balance and are deleted.

GL DETAIL REC PURGED The prior year GL "Real Account" record was
deleted after the ending balance was
reestablished in the new fiscal year.

PRIOR YR REC PURGED A GL record was encountered that was older
than the year being closed. The record was
deleted from the GL File.

If Project General Ledgers are used, a lookup of the Work Phase is performed that
matches the Project number in the GL File. When a PC Table record is not found,
Work Phase cannot be applied and therefore posts to the Error Suspense File. If the
agency no longer maintains Project General Ledgers, deleting the Project from the
transaction through error correction allows the entry to post.

Completion of YEO Process

After the YEO process is run, CALSTARS automatically sets the OC Table Run YEC
Indicator to X, indicating the completion of YEC/YEO. The OC Table Prior Year
Open Indicator is also automatically set to N.

Verify the beginning balances carried forward by comparing the FM=PY G01 Report
(requested after YEC but before YEO) to a CM G01 Report requested (after YEO)
with a Report Period Option of Y. Verify that the ending balance on the PY GO1
Report agrees with the beginning balance on the CM GO01 Report for the Real
Accounts (i.e., the cash, receivable and payable accounts). The balance brought
forward for GLA 6150, Encumbrances, should be verified in the same manner.

AUTOMATED REPORTS GENERATED FROM YEC AND YEO
Many one-time reports are generated as a result of the year-end closing and opening

processes. All of these reports must be carefully labeled and filed to maintain a
complete record for audit purposes.
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