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PrepaidExpenseProcedure

Description:Prepaidexpensesre amountsthat havebeenpaidin advanceof receivingbenefitfrom the
product or service.The amount of benefit not yet receivedis an assetto the College.Asthe amount
expires,the assetis reducedandthe amount of the reductionis reported asan expenseon the income
statement. Thisensureghat the expensdsrecordedin the sameyearasthe benefitisreceived.

Materiality: No prepaid expenseis required to be recorded on any transaction less than $10,000.
Expenseshouldnot be recordedas prepaidexpensesf they are lessthan $2,500.Thisis the threshold
we havedeterminedto be immaterialto financialreporting. (Note: Controller'sOfficereserveghe right
to adjustthis thresholdbasedon analysisof activity).

ExpenseSystem:Bestpracticefor invoicesor chargesenteredthrough an expensesystem(i.e. Chrome
River) is alwaysto record the prepaid to Account Code 1501 with Allocation to the appropriate
department(i.e. 1000840000)through the systemsono JournalEntryis requiredfrom the Controller’s
Office.

Invoices:If an invoice hasa period of servicein the next fiscalyear but will actuallybe paid (not just
submitted)in the currentfiscalyearthen it shouldbe recordedto AccountCodel501.

Example:Invoiceis dated in FY202403/01/24) that is for a serviceto be providedin FY2025
(07/15/24) andis for $3,000.Theinvoiceshouldbe recordedto 1501 for FY2024andthen the
Controller’sOfficewill movethe expenseout of recorded



