HOW TO ZERO OUT A RESTRICTED GIFT FUND DEFICIT

When a gift fund has a deficit balance, you cannot credit the gift AEA in object code 8922 to clear it.  Instead, you must move actual expenses off the fund, and then allow the gift fund to be credited for the AEA through the Mass Allocation process that runs in the G/L each month*.
Example – Correcting Deficits
Fund 3xxxxx is in deficit by $500 – here’s what you need to do:
1. Calculate the amount to journal by dividing the deficit by 1.15, the gift AEA.  In this example it would be $434.78 ($500/1.15) that needs to be credited off the gift fund and debited to another fund where the balance can cover the amount of the journal.  In this example, we used 000001.

2. Run the Transaction Listing report YTD for the current fiscal year on the gift fund and look for an expense line of coding (not 8922) that exceeds the amount you need to journal – say $800 in office supplies.  Use this exact coding for the credit side of the journal.  The only difference between the debit and credit coding is the fund.  Use the calculated amount from step 1.
DR 
Tub-Org-Object Code-000001-Activity-SubAct-Root
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434.78
The fund will then be in deficit by $65.22 ($500 – $434.78).  
3. The AEA allocation will run in the G/L and will credit the fund for $65.22 ($434.78 x .15) and offset against the debit balance in the fund.  The gift fund should then have a zero balance.  If the gift fund still has a small balance of $.01 or so due to rounding, this can be written off with approval from either Linda Kuros, Manager of Endowment and Gift Funds or Keith Bitely, Endowment and Gift Administrator.  They can be reached at L_kuros@harvard.edu 617-496-3934 or keith_bitely@harvard.edu 617-496-8832.
Please note that in FY20, the Gift AEA on June expenses will be posted into the GL and for each of the respective closes (2nd and 3rd) so that all the fiscal year assessments are captured in appropriate accounting year
For FY20, the AEA Assessment Schedule is as follows:      


	Date
	June expenses

	Thursday July 2nd
	through AP Final Close

	Monday July 6th
	between AP Final Close and 1st Close

	Monday July 13th
	through end of 2nd Close

	Thursday July 16th
	through final day of journal entries

	Monday July 20th
	through end of 3rd Close


If the gift fund deficit is not zeroed out at 6/30, interest charges will be assessed on the deficit balance in July.  Interest charges will post in FY21.
For additional materials on gift funds, including fund close-out information, please refer to the Gifts & Endowments section of the FAS website at http://finance.fas.harvard.edu/pages/gifts-and-endowments
* Miguelina Rodriguez in the FAS Finance Office runs the AEA allocation in the G/L each month.  If you have any questions regarding the AEA charged to object code 8922, please contact Miguelina at mrodriguez@fas.harvard.edu or at x6-6238.
