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Given that higher education institution’s summer session potentially crosses two fiscal years,
there has been a historical need to establish policies about in which fiscal year the revenue and
expenses of those sessions would be recorded. In Colorado that policy has been that the revenue
and expenses are all recorded in the fiscal year in which the summer session ends. The existing
policy must be changed for the institutions to be in compliance with the new reporting model
prescribed by GASB Statements 34 and 35. Specifically, it is now required that all reporting be
done on an accrual basis. Per the NACUBO GASB #35 Implementation Guide

“Accrual accounting for BTAs requires that revenues and expenses be accrued and
recognized in the period earned or incurred. The revenue and expenses for a summer
session should be split between the two fiscal years, with appropriate amounts being
recognized in the accounting period in which they are earned or incurred and become
measurable.”

This change in accounting principle will require that revenue recorded in the FY02 transition year
will include all the summer session revenue from the classes held during the summer of FY2001
and a portion of the summer session revenue from the classes held during the summer of FY2002.
This would cause the revenue in FY02 to spike abnormally compared to past and future fiscal
years.

However, GASB 35 q12 allows that portion of the Summer Session 2001 occurring before July 1,
2001 to be recorded as a restatement of beginning net assets resulting from implementation of the
new reporting model on the FY02 financial statements. The activity would then be recorded as a
debit to deferred revenue, a credit to prepaid expenses, and a net entry to beginning fund balance.
In effect, the impact of implementing this accounting principle change is shown on the Statement
of Net Assets (formerly the Balance Sheet) rather than on the income statement.

The required recording of expenses to match revenues for the summer session accrual will bring
expenses into FY02 for which the current FY02 budget does not include spending authority. To
the extent that these additional expenses are funded by under-appropriated summer session
revenues, they will not pass budget edits when posted to COFRS. There are several ways to
address this FY02 spending authority problem:

1) The General Fund and Tuition FY02 Long Bill line item for each Governing Board could
have been increased for the estimated additional summer session amount to be recorded in
FYO02. This was not done.

2) The Governing Boards and CCHE could request additional spending authority through the
Long Bill supplemental process in January 2002.

3) The systems could draw down additional spending authority from the CCHE Enrollment/
Cash Fund Contingency line item for the estimated additional summer session expenses
recorded in FY02.

4) The expenses that exceed the appropriation for fund 310 could be recorded in fund 311 to be
funded by revenues and fund balance in that exempt fund. The revenues recorded in fund
310 and unexpended there at June 30 will close into the 310 fund balance and will be
transferred to fund 311 in FYO03, per current policy, where they will replenish the funds
expended in FY02.

5) Since the FY02 Long Bill appropriated the cash spending authority for gross tuition, if some
or all of the FY02 entry to record the scholarship allowance is made in fund 310, there could
be spending authority available in fund 310 to cover the summer session expenses accrued in
FY02. This would depend on the amount of the scholarship allowance compared to the
amount of accrued expenses and the order in which the entries are booked on COFRS.
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RECOMMENDATION — Accepted by GASB Implementation Team and State Controller’s
Office, Fall 2001
e Record pre-7/1/01 Summer Session 2001 as a FY02 beginning fund balance adjustment
per GASB 35.
e Record post-7/1/01 Summer Session 2001 and Summer Session 2002 accrual for FY02
per 4) and 5) above.
e Make no budget or FTE adjustment for the FY02 transition year.
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