
Page 1/4      

 

A-FN-105-001/AG-001 - Chapter 15: Month End and Year End Procedures

 

 

 

 

 

APPLICATION 

1. This chapter details the month-end and fiscal year-end accounting procedures necessary to 
maintain the relevance and reliability of financial statements.   

2. Unless otherwise indicated, the actions are applicable to all NPP entities and are required at 
every month end and fiscal year end. 

3. The accounting principles below also apply to NPP organizations that are not using NPP 
accounting services offered by Canadian Forces Morale and Welfare Services (CFMWS). 

ENQUIRIES 

4. Enquiries should be forwarded to the Senior Manager, Financial Policies at 
financepolicy@cfmws.com.  

DEFINITIONS 

5. Accrual – An accounting method that records revenue and expenses when they are earned or 
incurred, irrespective of the timing of payment. This approach offers a more accurate 
representation of an entity's financial position by documenting revenues as they are earned and 
expenses as they are incurred, rather than relying on cash flow. 

6. Control Accounts – are summary GL accounts that cannot be accessed directly; they are only 
updated by sub-ledger modules within the accounting system, reflecting the total balance of 
each respective sub-ledger module. Control account examples include accounts receivable 
(AR) and accounts payable (AP).  

7. General Ledger (GL) Module – is where financial transactions that are not processed through 
a sub-ledger module can be manually entered directly into a GL account (not a control 
account). The GL module is also the central repository of all sub-ledger activity. 

8. Sub-Ledger – a subsidiary ledger (aka sub-ledger) is a subset of the general ledger used in 
accounting. Sub-ledger accounts are detailed records that track specific types of financial 
transactions (e.g. accounts payable, accounts receivable). 

9. Sub-Ledger module – is a specialized component within the accounting system (PROPHET) 
that is designed to manage detailed financial transactions for a specific area of business. Sub-
ledger module examples include AR, AP, Fixed Assets, Projects, Cash Managements, Loans, 
and Purchasing. 

POLICY 

10. Month-end and year-end come with a very tight deadline to get all paperwork and processes 
completed to ensure the financial statements are both reliable and relevant.  Each sub-ledger 
module within the accounting system has unique deadlines after which the module is “closed”, 
and no additional data can be entered. NPP Accounting Offices and entity managers/staff must 
manage their time accordingly to comply with the applicable deadlines. 

11. The sub-ledger module deadlines/closing days are as follows: 

a. Accounts Receivable, which also includes all AR related modules such as Loans –  
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5 working days after the end of a month; 

b. Accounts Payable, which also includes all AP related modules such as Fixed Assets, 
Projects and Purchasing – 7 working days after the end of a month; and 

c. General Ledger, which also includes all GL related modules such as Cash Management – 
10 working days after the end of a month (15 working days for fiscal year-end). 

12. In exceptional and material circumstances, it may be necessary to re-open a previously closed 
accounting period to record a financial transaction. Any such requests to re-open a prior period 
requires formal approval from the overseeing Finance Director.  

13. In order to produce accurate and meaningful financial statements and to maintain adequate 
internal controls, there are certain actions that must be performed by the National Accounting 
Manager (NAM)/Regional Accounting Manager (RAM) or their delegate prior to the distribution 
of financial statements (such as recording depreciation).  

ACCRUALS 

14. Accrual accounting recognizes the effect of transactions in the period in which they occur and 
ensures a reasonable matching of the expenses incurred in the process of generating revenue. 
The following accruals must be actioned at each month-end, unless otherwise specified: 

a. Payroll. When pay periods do not end on the same day as the fiscal month-end, payroll 
expenses must be accrued; 

b. Merchandise Received But Not Invoiced (MRNI). MRNI accounts must be updated 

each month to reflect only purchases that have been received but not invoiced; 

c. Concession Revenue. Concession revenue is accrued based on the monthly payment 

terms of the Concession agreement; 

d. Stocktaking Costs. Any costs incurred for stocktaking should be charged to the period in 
which the stocktaking took place; 

e. Severance Accrual (Year-end Only). In consultation with management, an accrual should 

be made for severance pay related to employees on layoff lists when there is certainty that 

severance will be paid; 

f. Supplier Rebates (Year-end Only). Volume and other supplier rebates should be accrued 

for if not received before year-end; and 

g. Other Revenue and Expense Accruals. Any revenue or expense item that is considered 

material should be accrued when source documents have not been received by the 

applicable deadline. Possible accruals include such things as utilities expenses. 

RECONCILIATIONS 

15. Month-end and year-end reconciliations are vital for ensuring the accuracy and completeness 
of financial records. The reconciliation process helps prevent errors, detect fraud, and ensure 
that all transactions are recorded properly. The following reconciliations must be actioned at 
each month-end 

a. AP supplier statements. Supplier statements that have outstanding issues (such as 
unpaid invoices or unapplied credit memos) are retained, investigated and applicable 
corrective action initiated. Any contact with the supplier regarding discrepancies shall be 
documented and retained on file; 

b. AP debit balances. The National Accounts Payable Office (NAPO) shall review the 
accounts payable sub-ledger each month for material recurring debit balances and review 
the accounts payable GL balance to ensure it is a reasonable amount compared to 
previous history. Anomalies shall be investigated, documented, and applicable corrective 
action initiated; 
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c. AR past due balances. Entity managers/NPPAMs/National Accounts Receivable Office 
(NARO) shall investigate all past due balances (credit balances included), as per Chapter 
17 – Accounts Receivable Management, and take necessary action to collect outstanding 
debts; 

d. AR deposit report. NPPAMs shall produce a deposit report to identify all unapplied 
deposits and forward to entity/outlet managers for hastening action; 

e. Bank statements. The SMNA, or their delegate, shall reconcile all bank accounts (CFCF 
and local) monthly to ensure all deposits/transfers have been actioned and provide links 
to the reconciliation documents to the local NPPAMs for their review and action; 

f. Bank and Share balances. The NAM, or their delegate, shall reconcile all entity bank GL 
balances to their corresponding CFCF share balance and take necessary action to correct 
any discrepancies; 

g. Credit/debit card balances. NPPAMs, or their delegate, shall review entity’s credit/debit 
card over/short GL accounts to ensure all transactions have been actioned and take 
necessary action to correct any omissions.  

CAPITALIZATION AND RENOVATIONS OF BUILDINGS 

16. As per Chapter 28 (Fixed Assets and Museum Collections), capitalization of buildings and 
renovations for all entities shall be enacted the earlier of, when the asset is put into use or upon 
project completion.  

17. A monthly review of Work In Progress (WIP) shall be conducted by the National Treasury and 
Financial Reporting Office (NTFRO), who informs the local NPPAM when a project is complete, 
based on spending or if a project is overspent. In turn, the NPPAM shall inform the NTFRO 
when a project asset is put to use, so the NTFRO can create the asset. For CANEX projects, 
management shall inform the NTFRO directly and for non-CANEX Base controlled projects, 
management shall inform the local NPP accounting office who will in turn inform the NTFRO. 

AUTHORITIES / RESPONSIBILITIES 

18. NPPAMs shall conduct a basic review of the financial statements at every month-end prior to 
distribution. The following items represent minimum requirements: 

a. ensure all incomes statements (comparative incomes statement included) and DARs 
show budgeted figures; 

b. the net income/loss shown on the income statements carry forward to the balance sheet; 

c. ensure the balance sheet is in balance: Assets = Liabilities + Equity; 

d. review gross profits (for each outlet and department of an entity) for significant variances 
which may indicate problems that should be resolved; 

e. review expenses for significant variances which may indicate problems that should be 
resolved; 

f. verify that the DAR does not show any negative balances (except in rare circumstances 
where inventory was sold below cost to clear out stock) and that there are no sales 
without COGS and vice versa; 

g. DAR totals equal what is reported on the income statement and comparative income 
statement;  

h. ensure the trial balance total is $0; and 

i. loans should be reviewed at year-end to ensure applicable adjustments are made to the 
current and non-current portions by the NTFRO. 

https://cfmws.ca/CFMWS/media/images/documents/8.0%20About%20Us/8.4%20Policies%20and%20Publications/8.4.5/Policies/AF-N-105/Chap17_e.pdf
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19. During the review process by the NPPAM, the entity manager shall also review the financial 
statements and shall provide assistance to the NPPAM in analyzing material variances and/or 
anomalies. The RAM (if required) shall also provide assistance in analyzing material variances 
and/or anomalies. 

 
 


