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[bookmark: _Toc347930418][bookmark: _Toc400710772][bookmark: _Toc416097776][bookmark: _Toc342477083][bookmark: _Toc346216914]Business Process Overview
[bookmark: _Toc400710773][bookmark: _Toc347930420]Asset depreciation is the expensing of an asset’s depreciable cost based on the estimated useful life of the asset. In FI$Cal, depreciation is based on several factors including the depreciation method, the estimated life of the asset and the in-service date of the asset. 
State property, as defined by the State Administrative Manual (SAM), is capitalized for accounting purposes when certain conditions are met. These assets are depreciated and the associated accounting entries are created in FI$Cal, accordingly.
Capital Assets
Capitalization means to record property in accounting records as assets. State property (tangible and intangible property) is capitalized for accounting purposes, and must meet the following three requirements as defined by SAM: 
· Have a normal useful life of at least one year
· Have a unit acquisition cost of at least $5,000
· Be used to conduct State business
When the above three requirements are not met, the property will be recorded as an expenditure and not a capital asset in the General Ledger.
Capital assets must be tracked in FI$Cal. The summary of all capital assets in Asset Management constitutes the amount reported on the State’s Comprehensive Annual Financial Report (CAFR). Capital assets create accounting and depreciation entries, which are summarized and posted to the appropriate General Ledger (GL) accounts.
Non-Capital Assets
Although non-capital assets are not reported on the Comprehensive Annual Financial Report (CAFR), FI$Cal still provides the ability to report on non-capital assets for Departmental requirements.
Non-capitalized assets can be further defined as:
· Items requiring special attention to protect public safety and avoid potential liability. Some capital-type items by their very nature pose a risk to public safety and could be the source of potential liability (e.g., police weapons).
· Items requiring special attention to compensate for a heightened risk of theft (“walk away” items). Some capital-type items are both easily transportable and readily marketable, or easily diverted to personal use.
Non-capital assets follow the same business process as capitalized assets, with the exception that they are only tracked in Asset Management. Non-capitalized assets are expensed during the procurement of the asset and depreciation accounting entries are not created in Asset Management.
The following key attributes are important to note about the Asset Depreciation in FI$Cal:
· Asset depreciation is tracked at the individual asset level to provide greater accuracy of the financial reporting in accordance with the Governmental Accounting Standards Board (GASB).
· In the procurement process, asset profile IDs assigned to item and commodity codes default in order to standardized asset and depreciation attributes at the time of requisition, but are not actionable until the payment and receipt have been generated. 
· Automated accounting entries are created for the capitalization and depreciation of assets based on the category of the asset (e.g., land, buildings, and equipment) and the transaction being performed (e.g., add, adjust, and retire).
· Accounting and depreciation entries are created periodically throughout the life of the asset to allow for timely reviews of the entries.
· Depreciation entries can be generated and reviewed by the Department, as needed, without creating additional entries requiring reconciliation with the General Ledger.
· Depreciation Close is run once on all accounting and depreciation entries. These are then validated, and only the finalized entries will be posted and distributed to the General Ledger.

Figure 1: The chart below shows how Asset Management fits into the FI$Cal system processes
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[bookmark: _Toc416097777]FI$Cal System and Organizational Roles
	AM8-ASSET DEPRECIATION PROCESSOR

	SYSTEM ROLE
	ORGANIZATIONAL ROLE OR ASSIGNMENT

	Department Asset Depreciation Processor
	Department

	
	


[bookmark: _Toc395262025][bookmark: _Toc400710774][bookmark: _Toc416097778]Asset Depreciation and Month End Business Process Steps Description
The Month-end Depreciation Close process is performed only once each month, and must not be run until all financial transactions have been processed by depreciation calculation. It is recommended to run the depreciation calculation followed by the Accounting Entry process and then the Depreciation Close process, which should be the last process run every month.
1. Review open transactions: Open transactions indicate assets currently pending entry depreciation, accounting entry creation, or reporting table load process in FI$Cal. All processed accounting entries should be evaluated prior to month-end close to provide a starting point. All accounting and depreciation entries are processed to the applicable reporting tables. The Department Asset Depreciation Processor verifies that all data has been sent to the reporting tables.
2. Run depreciation calculations: Once assets have been verified as pending depreciation, the Department Asset Depreciation Processor runs the depreciation calculation as part of the month-end process in FI$Cal. Depreciation calculations run nightly or can be run as: ad-hoc, per asset or  combinations/ranges of books/assets. 
3. Validate depreciation calculations: The Department Asset Depreciation Processor validates the depreciation calculated on assets to ensure results are as expected. 
4. Change attributes on the asset or depreciation: Changing attributes or depreciation on the asset include updates to the following for correct depreciation processing: Effective Dates, Depreciation Limits and Status.
5. Review depreciation error logs: Data processing errors resulting from depreciation are reviewed by the Department Asset Depreciation Processor. All errors should be corrected prior to closing depreciation as part of the month-end process. 
6. Expand depreciation by period: This FI$Cal process calculates the current fiscal period of depreciation based on a 40-year period.
7. Review asset depreciation information online: Once depreciation has been run in FI$Cal, the Department Asset Depreciation Processor validates the resulting depreciation entries in FI$Cal. Depreciation calculations should be validated prior to executing the Depreciation Close and subsequent accounting entries. The Department Asset Depreciation Processor has the ability to validate depreciation information in FI$Cal using the following inquiries: 
Basic asset depreciation information
Net Book Value (NBV) and depreciation
Period depreciation
Child asset depreciation
Create accumulated depreciation adjustments
8. Execute Depreciation Close: Once depreciation has been validated, the Execute Depreciation Close process can be executed by the Department Asset Depreciation Processor in FI$Cal for all depreciation entries to be summarized and sent to the General Ledger. The Depreciation Close process generates period depreciation accounting entries for all depreciable assets and lease payments. All transactions for an asset must be verified as processed prior to retirement. This process includes the following:
· Ensure all entries are posted, errors are worked, and adjustments are created prior to executing Depreciation Close,
· Depreciation Close is executed only once for each accounting period and only after all activity for that period is complete,
· Depreciation Close can be reversed as needed.
9. Create asset accounting entries: As part of the month-end process, the Department Asset Depreciation Processor creates and finalizes all non-depreciation related accounting entries to be summarized and sent to the General Ledger, including additions, adjustments, transfers, and retirements.
10. Validate accounting entries: Once journal entries have been created, the Department Asset Depreciation Processor validates all entries for that accounting period.
11. Load Depreciation Reporting table: The Department Asset Depreciation Processor loads the Depreciation Reporting table with current period depreciation entries providing the basis for calculations for the depreciation reports.
12. Load Net Book Value table: The Department Asset Depreciation Processor loads the Net Book Value (NBV) table with current accounting period depreciation entries providing the basis for calculations needed for NBV-related reports.
13. Asset depreciation inquiry: The Department Asset Depreciation Processor reviews the summarized depreciation entries as needed.
14. Execute depreciation reports: The Department Asset Depreciation Processor executes depreciation reports at the Department or control agency level.
[bookmark: _Toc400710781][bookmark: _Toc416097779]Interfaces and Reports
	TITLE
	PURPOSE OR DESCRIPTION
	TC #
	INTERFACE
IN/OUTBOUND
	REPORT
Y/N

	Depreciation Activity Report
	Once the Depreciation Reporting and Net Book Value tables are loaded, depreciation for specific ChartField values may be viewed.
	N/A
	
	Y

	Cost and Depreciation
	Generates an online report of depreciation processing results and runs a query for viewing purposes
	N/A
	
	Y


[bookmark: _Toc400710782][bookmark: _Toc416097780]Interdependent Business Processes and/or Work Activities
Business processes are executed in sequential steps or in parallel with other work activities. When a process is dependent on another to start, end, or continue, an interdependency is created through the interaction of activities within a given end-to-end business process.

Interdependency with the AM-8 Asset Depreciation and Month End process exists as follows:
Pre-requisite Business Process(es):
· ePro3: Create and Approve Requisitions
· PO2: Manage Purchase Orders
· PO3: Receive Goods and Services
· AP2: Enter and Process Vouchers
· AP4:Matching (Integration with Procurement)

Succeeding Business Process(es):
· AM6: Retire/Reinstate Assets


[bookmark: _Toc416097781]Governing Statute, Regulation, and Policy
The statue, regulation and policy references that govern specific activities and responsibilities associated with the AM8-Asset Depreciation and Month End process include, but may not be limited to, the citations in the following table.
	GOVERNING AUTHORITY
	IDENTIFIER
	DESCRIPTION

	State Contracting Manual (SCM)

	Volumes I, II and III
	The SCM is a reference source to Statewide procurement and contracting policies and procedures.


	State Administrative Manual (SAM)
	Section 8602
	This SAM section defines the process for which capital Assets are defined. 

	State Administrative Manual (SAM)
	Section 8616
	This SAM section defines depreciation for the State.

	State Administrative Manual (SAM)
	Section 8717
	This SAM section defines the use of useful life and amortization for intangible Assets.





[bookmark: _Toc416097782][bookmark: _Toc340072078][bookmark: _Toc342477111][bookmark: _Toc346216943][bookmark: _Toc400710786]Appendix
[bookmark: _Toc416097783]Associated Process Flow Diagram(s)
SCO FI$Cal SharePoint: AM-8 Depreciation and Month End Diagram Flow
[bookmark: _Toc400710788][bookmark: _Toc416097784]FI$Cal Terms and Definitions
FI$Cal Public Website: http://www.fiscal.ca.gov/documents/FISCalTerminology121112AlphaListing.pdf
[bookmark: _Toc400710789][bookmark: _Toc416097785]Associated Job Aid(s)
FI$Cal Public Website, FI$Cal Service Center, Job Aids and Training Tips: http://www.fiscal.ca.gov/access-fiscal/job_aids.html 
[bookmark: _Toc400710790][bookmark: _Toc416097786]Associated UPK(s)
FI$Cal Public Website, FI$Cal Service Center, FI$Cal Training Academy (requires User Login): http://www.fiscal.ca.gov/access-fiscal/fiscal_training_academy/index.html 
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