Correcting Erroneous Capital Asset Transactions

Scenario #1: An asset was purchased with a total cost of $12,000. Two invoices were received - one for $8,000
and one for $4,000. The asset was capitalized in AFRS for the full $12,000, but an additional (erroneous) entry
was posted to capitalize the invoice for $4,000. The AFRS balance for this asset is now $16,000, not $12,000.

Governmental Fund Type Accounts

Debit Credit

Account TC DebitGL CreditGL GL Title Amount Amount
Entry #1: The Capital asset acquisition was recorded for the total cost
997 421 2410V Furnishings and Equipment 12,000

9850 Investment in General Capital Assets 12,000
Entry #2 (erroneous): A portion of the capital asset acquisition above was recorded again
997 421 2410V Furnishings and Equipment 4,000

9850 Investment in General Capital Assets 4,000

The CORRECT way to fix the error
Entry #3a: Reverse entry #2
997 421R  (2410V) Furnishings and Equipment (4,000)

(9850) Investment in General Capital Assets (4,000)
The INCORRECT way to fix the error:

Entry #3b: Reduce the balance of the asset
997 422 9850 Investment in General Capital Assets 4,000
2410V Furnishings and Equipment 4,000

Budgeted Proprietary Funds

Debit Credit

Account TC DebitGL CreditGL GL Title Amount Amount
Entry #1: The capital asset acquisition was recorded for the total cost
Operating 335 2410V Furnishings and Equipment 12,000

6525 Expense Adjustment/Elimination (GAAP) 12,000
Entry #2 (erroneous): A portion of the capital asset acquisition above was recorded again
Operating 335 2410V Furnishings and Equipment 4,000

6525 Expense Adjustment/Elimination (GAAP) 4,000

The CORRECT way to fix the error:
Entry #3a: Reverse entry #2
Operating  335R  (2410V) Furnishings and Equipment (4,000)
(6525) Expense Adjustment/Elimination (GAAP) (4,000)
The INCORRECT way to fix the error:
Entry #3b: Reduce the balance of the asset

Operating 508 6525 Expense Adjustment/Elimination (GAAP) 4,000
2410V Furnishings and Equipment 4,000
GL 2410 Result CORRECT INCORRECT
Debit Credit Debit Credit
Entry #1 12,000 Entry #1 12,000
Entry #2 4,000 Entry #2 4,000
Entry #3a (4,000) Entry #3b 4,000
Result: 12,000 Result: 16,000*  4,000*

*The debit and credit activity is improperly stated.



Correcting Erroneous Capital Asset Transactions

Scenario #2: A piece of equipment with a total cost of $12,000 was recorded in AFRS using the incorrect GL (GL
2310 - Improvements Other Than Buildings). The correct GL is GL 2410 - Furnishings and Equipment.

Governmental Fund Type Accounts

Account TC DebitGL CreditGL GL Title

Debit Credit
Amount Amount

Entry #1: The capital asset acquisition was recorded in the incorrect GL

997 421 2310V

Improvements Other Than Buildings 12,000

9850 Investment in General Capital Assets 12,000

The CORRECT way to fix the error:

Entry #2a: Reverse entry #1 and enter again using the appropriate GL

997 421R  (2310V) Improvements Other Than Buildings (12,000)

(9850) Investment in General Capital Assets (12,000)
997 421 2410V Furnishings and Equipment 12,000

9850 Investment in General Capital Assets 12,000

The INCORRECT way to fix the error:
Entry #2b: Move the GL balance using GL 9920

997 347 9920 Current Period Clearing 12,000

2310V Improvements Other Than Buildings 12,000
997 348 2410V Furnishings and Equipment 12,000

9920 Current Period Clearing 12000

Budgeted Proprietary Funds

Account TC DebitGL CreditGL GL Title

Debit Credit
Amount Amount

Entry #1: The capital asset acquisition was recorded in the incorrect GL

Operating 335 2310V

Improvements Other Than Buildings 12,000

6525 Expense Adjustment/Elimination (GAAP) 12,000

The CORRECT way to fix the error:

Entry #2a: Reverse entry #1 and enter again using the appropriate GL

Operating  335R  (2310V) Improvements Other Than Buildings (12,000)

(6525) Expense Adjustment/Elimination (GAAP) (12,000)
Operating 335 2410V Furnishings and Equipment 12,000

6525 Expense Adjustment/Elimination (GAAP) 12,000

The INCORRECT way to fix the error:
Entry #2b: Move the GL balance using GL 9920

Operating 347 9920 Current Period Clearing 12,000

2310V Improvements Other Than Buildings 12,000
Operating 348 2410V Furnishings and Equipment 12,000

9920 Current Period Clearing 12000
GL Result CORRECT INCORRECT

GL 2310 GL 2410 GL 2310 GL 2410
Debit  Credit Debit  Credit Debit Credit Debit  Credit

Entry#1 12,000 Entry#1 12,000
Entry #2a (12,000) 12,000 Entry #2b 12,000 12,000
Result: 12,000 Result: 12,000 12,000* 12,000

*The debit and credit activity is improperly stated.



