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Policy 

It is J. Doe Inc.’s policy to reconcile every Balance Sheet (B/S) account on a monthly basis in accordance with the Accounting and Finance close schedule.  These analysis and reconciliations are to be prepared and reviewed by the appropriate divisional personnel, with all analysis subject to review by Corporate Accounting and audit through Internal Audit.

Underlying detail, in the form of a subledger or schedule, must support every B/S account balance and such detail must be reconciled to the general ledger on a monthly basis.  Any unreconciled difference must be investigated and resolved within 90 days or written off.

Procedure 

Corporate Accounting determines account ownership based on the area that has the most knowledge and control of the account (unless internal control considerations dictate otherwise).  The B/S account balance is determined with the close of the books at each month end.

· The reconciliation begins with the current year-to-date closing balance as per the General Ledger.

· Review the subledger or supporting schedule to summarize the components that correspond to the General Ledger’s balance. In some cases there may be more than one subledger that needs to be considered.

· Subtract the General Ledger and subledger closing balances to determine the difference to be reconciled.

· List known adjustments that should be taken during the accounting period.  Subtract the total of known adjustments from the difference to be reconciled.

· The remaining balance is to be investigated and resolved.  

· Unreconciled items and amounts should be tracked, aged and reported to Corporate Accounting monthly. 

· Each functional business area’s controller should review, agree and signoff on the reconciliation; then forward the reconciliation to Corporate Accounting where the status of the reconciliations will be summarized and reviewed with the Chief Financial Officer at least quarterly.

· The reconciliation should be prepared using the standard format attached (reference Exhibit).
Differences should be investigated and resolved in a timely, accurate manner.  Recurring variances must be investigated and resolved at the root cause, as they may indicate a systemic issue.

· Out of balance situations may occur due to:

1. Natural timing differences

2. Misclassification i.e., journal entry to the wrong account 

3. Miscalculation i.e., mathematical error in determining the amount of the journal entry that was to be recorded

4. Errors where an entry was omitted or recorded multiple times  

5. Other unexplained or a combination of reasons that have not yet been identified

Every effort must be made to understand and resolve such differences in the month the error occurs. For first time reconciliations, the opening balance must be validated as per the above analysis.

Control / Areas of Responsibility

The functional business area’s controller is responsible to ensure that the balance sheet accounts:

· are accurately reconciled on a timely basis

· accurately reflect the recording of all business transactions 

Unreconciled amounts over 90 days should be expensed.  

Corporate Accounting should monitor and track the materiality and recurrence of unreconciled balances and review the status at least quarterly with the Chief Financial Officer.                                                             

Contact

Chief Accounting Officer
Exhibit 

Account Reconciliation Form
	Account Number


	Account Name

	Owner of the Account
	Reconciliation prepared by



	 Actions

1) __________________________________________________________________________

_____________________________________________________________________________

2) _________________________________________________________________________

_____________________________________________________________________________

3) __________________________________________________________________________

_____________________________________________________________________________



	Reviewer’s Signature
	

	2nd Level Signature
	


	Balance per Subledgers or Supporting Schedule
	
	$xxx,xxx

	
	
	

	Reconciling Items: (add or subtract known adjustments)
	$xx,xxx
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Total known adjustments to be taken
	
	$xx,xxx

	
	
	

	Unreconciled balance (aged and investigated)
	
	$xx,xxx

	
	
	

	Balance per General Ledger


	
	$xxx,xxx


When complete, forward to Corporate Accounting with summary of supporting documentation.
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For assistance or evaluation contact IDEAL Consulting Solutions International, LLC policyguru@optonline.net

