Comptroller’s manual


Cash Management

1. Objective: 

The objective of this paper is to describe the bank reconciliation process as per the functionality available in Oracle cash management and to recommend steps, which can be taken to increase the level of automation of the process.

2. Background:

AUB records its receipts and payments as follows:

A.  Payments:

      All payments are recorded in Oracle AP.

B.  Receipts: 

1. All cash, cheque receipts and some transfers are recorded in the cashiering system.

2. Some transfers, primarily relating to AUH are sometimes recorded directly in GL

3. Student fees directly recorded deposited in the bank account are recorded in Banner.

C.  Inter-bank Transfers: 

All inter-bank transfers are recorded directly in Oracle GL.

No receipts affecting the “bank” accounting distributions originate from Oracle AR.

All transactions recorded in the first instance directly in the cashiering system or   banners are transferred to Oracle GL in summary and not in detail.

3. Bank Statements:

Bank statements are currently received from HSBC on a daily basis in an electronic format via the Hexagon system. 

a. All payments clearing the bank accounts are recorded in the statements in detail with the appropriate cheque number and value date.

b. All transfers are recorded in the statements in detail with a reference number and a value date. 

c. All cheque receipts are recorded in the statements in summary, summarized by the clearing area (to which the cheque belongs) and the value date. There is no reference number associated with these deposits (other than the “CHQ” or “TRF” or “NONREF”)

4. Reconciling Bank Statements Automatically

Oracle cash management provides functionality to automatically reconcile bank statements with receipts and payments recorded in Oracle payables, receivables and general ledger.

Automatic reconciliation is carried out on submission of the  “AutoReconciliation” concurrent program in cash management. On completion of the program, a report called “AutoReconciliation Execution Report” is automatically generated, listing all reconciliation errors. All reconciled and unreconciled statement lines can be viewed on line in the “View Bank Statements” window or in the “Bank Statement Detail” report.

If the statement contains unreconciled lines, they can be dealt with as follows:

a. Update the bank statement line (include missing data that is required for automatic reconciliation) and rerun the auto reconciliation process, or

b. Manually reconcile the statement line.

It is unlikely that AUB will be able to automatically reconcile 10 percent of the bank statement. AUB must however aim to reduce manual reconciliation effort as much as possible. The recommendations included in the subsequent sections will go a long way in the reducing the manual reconciliation effort.

5. Reconciliation Accounting Entries

A. Payables Transactions:

1. When payments are created in Oracle payables the following journal entry is created.

Dr. Payables control account

Cr.  Bank clearing account

2. When the payment is reconciled against a bank statement the following journal entry    is created:

Dr. Bank clearing account

Cr. Bank ledger account

Please note that both journal entries are transferred to Oracle GL when the payables transfer to general ledger is carried out.

B. General Ledger Journals:

There are journal entries created when GL journals are reconciled to bank statement lines.

6. Marking a bank statement as Complete

Once a bank statement has been fully reconciled. The bank statement should be frozen to prevent any changes to the statement. Marking the statement as “Complete” freezes the bank statement. 

a.   Navigate to the find bank statements window

b.   Query the statement to be frozen

c.   Select the statement to be frozen and choose “Review”

d.   The bank statement window will now pop-up.

e.   Check the “Complete” check box.

f.    Save

7. Bank Reconciliation and Closing

The closing process should ensure that all reconciliation transactions created are properly transferred to Oracle General Ledger. The following steps should be carried out:

a. Reconcile all bank statements for the month.

b. Run a payables transfer to GL after all the bank statements for the month have  been  reconciled.

c. Post the journals in GL.

d. Run the General Ledger Reconciliation report for each bank account to compare the statement balance to the General Ledger ending balance.

e. Review and rectify all errors.

f. Close the Payables period.

g. Close the GL period.

8. Prerequisites for AutoReconciliation

A. Payables Transactions:

The cash management auto reconciliation program automatically matches bank statement lines to payables transactions, only if the following conditions are met:

1. The transaction currency is the same as the bank statement currency.

2. For payment batches (E.g. funds transfer batches, especially relevant once AUB has fully rolled the funds transfer process), where a payment batch contains more than one payment, the payment batch name matches the statement line “Transaction Number” and the match amount is within the tolerance levels (zero in the case of AUB).

3. For detail (or individual) payment transaction, the cheque number should match the   statement line “Transaction Number” and the match amount is within the tolerance levels (zero in the case of AUB).

4. For stopped or cancelled cheques, the payment must first be stopped or voided in Oracle AP.

B. General Ledger Journals:

The cash management AutoReconciliation program automatically matches bank statement lines to general ledger journals, only if the following conditions are met:

1. The journal line is posted.

2. The journal line accounting flexfield matches the bank account’s cash (NOT clearing) accounting flexfield. This cash account is associated with a bank account in the define banks form in Oracle payables.

3. The journal line description matches exactly the statement line transaction number.

9. Recommendations:

To increase the percentage of transactions automatically reconciled by Oracle cash management, it is recommended that the following be implemented.

10. Data entry at AUB:

a.  All receipts regardless of whether they are identifiable or not should be recorded and mapped to the unidentified receipts account (12170). The balance on the unidentified receipts should be regularly analyzed.

b.  All bank transfers received by AUB should be entered in detail in the cashiering system. The transfer reference number should be included on each record.

c.  Transfers and cheques or cash should not be clubbed into a single summary figure for entry into the cashiering application.

d.  All cheques received on a daily basis should be grouped and summarized by the clearing area they belong to and a borderaux created for each clearing area. A borderaux should not include cheques belonging to multiple clearing areas. 

e.  The cashiering system should transfer all transactions affecting the bank accounts to Oracle GL, in detail and not in summary.

f.  Each journal line interfaced from the cashiering system to Oracle GL should include the exact bank reference number in the journal line description.

g.  Receipts are recorded in detail in banner with the associated student id ( the student id is included in the bank statements as the statement line transaction number)

h.  Banner should transfer all transactions affecting the bank accounts to Oracle GL, in detail and not in summary.

i.  Each journal line interfaced from the banner to Oracle GL should include the student id in the journal line description.

11. Bank:

a. Ensure that separate bank accounts are created for receipts and payments.

b. Ensure that the bank provides the correct reference number against all transactions  (particularly) receipt transactions on the bank statements.







