DEPOSITS IN TRANSIT

Use deposits in transit (GL 1120) when you receive a check from another state agency in July but the check has a June date.

Deposits in transit solve timing problems between agencies so their interagency receivable and payable ledgers' balance.  It allows the state agency receiving the funds to record the deposit as revenue in old year business.  (The agency that sent the check considers it an old year cash expenditure because they  wrote the check in June.)

If you need the entries to go into the customer accounts database the following method is recommended.  This method can be used both before preliminary June closes on July 10 and during the 99th month activity.  This method allows the actual payment to be recorded in the same manner as you always record it, so you do not have to change any established procedures.   

When the check is received prepare a GAT form to reverse the receivable accrual, credit cash revenue or cash expenditure and debit deposits in transit.

For revenue entries the coding will be:

029
1120/3210   A Separate line is required for each account receiving the funds.

150R
3205/1354 

For expenditure entries the coding will be:

030
1120/6510   A Separate line is required for each account receiving the funds.

147
6505/1354

The above entries will be made in either June, if it is before July 10, or 99th month if it is after July 10.

Copy and reverse the above batch and enter the reversal into July.  The check can be processed and deposited in July just as it normally would be.  The batch you copied and reversed into July will offset the necessary entries automatically generated in July when the payment is recorded.  The net effect of your reversed batch and the entries automatically generated will be to debit cash, GL 1110, and credit deposits in transit, GL 1120.  The following is a illustration of a revenue transaction.

Revenue batch reversed in July

Automatic entries from recording payment

029R
3210/1120


152
3205/1354 plus 1110/3210

150
1354/3205

In the new year it is important to remember to reverse a deposit in transit established in the old year.  

Check the GA1409A report at the end of July.  There should be no year to date balance in GL1120.

