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CASH BOOKS & ANNUAL STATEMENT TRAINING

Scott Henderson, Deputy Chief Auditor | PERAC

Sarita Yee, Senior Investment Analyst | PERAC
February 16, 2023

Book 1 (Cash Books)
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Overview

" Reporting Components and Requirements
" What does PERAC do with the cash books?
" Preparing for Year-end: Accounts Receivable and Payables

" Carried Interest, Equalization Expense, and Miscellaneous
Investment Expense Refresher

" Summary
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REPORTING COMPONENTS

AND REQUIREMENTS

Slide 4
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Primary Components:

" Monthly Cash Books
o Year to Date Trial Balance (TB) report

o Month to Date Cash Receipts (CR), Cash Disbursements (CD),
Adjustments (AJE), and General Ledger (GL) reports

® Example September Cash Book Package:
> YTD TB: 1/1/2021 - 9/30/2021
> MTD CR/CD/AJE & GL: 9/1/2021 - 9/30/2021

Ref. Memo #16/2019 - Cashbook Submissions

Slide 5

NOTES:
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Additional Components:

" Investment Manager Statements or Pooled Fund Worksheets
(PFW) (Monthly/Quarterly)

= Custodian reports (Monthly)

" Consultant Statements (Quarterly)

(Ref. 840 CMR 4.03)
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December/Year End Reporting

® December cash books:

o Pre-Close books: (Before closing entries) In addition to regular monthly entries,
should also include all year-end accruals and adjusting entries (i.e.- Everything up
until, but before, closing entries).

o Post-Close books: (After closing entries) There should not be any additional activity
reflected except for the closing entries. 4000 and 5000 accounts on TB should be
zero.

" The Pre-Close books should reconcile to the Assets, Liabilities, Receipts,
and Disbursements accounts of the Annual Statement.

NOTES:
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Due Dates:

" Monthly Cash Book Packages are due within four (4) weeks of the
close of each month.

(Memo #16/2019 & 840 CMR 4.03)

® Cash book Reminder Notices:
o First notice: 45 days late. E-mail will be sent to cash book preparer and Admin

o Second notice: 60 days late with no response to first notice. E-mail will be sent to
Chair and Admin

o Suspension notice: 90 days late with no response to previous notices.
Physical letter sent to Chair. Board members and Admin are CC’d
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Cash Book Submissions:

® Monthly Cash Book Packages:

o Continue sending any remaining 2022 reporting to PerCashbooks@mass.gov . Please be sure to
also CC the PERAC Investment Analyst for your retirement board: Sarita.Yee@mass.gov or
Veronica.Colon@Mass.gov

o Starting with January 2023 reporting, files will be uploaded to Prosper.

®" Manager Statements, Custodian Reports, Consultant reports should be sent directly
to your PERAC Investment Analyst and should not be e-mailed to PerCashbooks

® Pooled Fund Worksheets can be filled out online:
https:/www.mass.gov/forms/pooled-fund-worksheet

NOTES:
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WHAT DOES PERAC DO WITH

THE CASH BOOKS?

Slide 10
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Trial Balance Flow Check

Cash Receipts Report ouworzors o323

=
EE Retirement Boara Transaction Date Between 02/01/2019 & 02/28/2013 User
Transaction DRICR Transaction Description
n Date Hocts ¢ Sourmat Number: sbitamt __crect amt
Records Reportea On: 19 sa7.619.91
oerarzors 10:s8:13
Trial Balance Monthly Tie-Out Check o]
Retirement Board: [ oenits croas ]
2019 January February = T = EE EE §§
Prior Month| $ - $ 7.806,135.33 / % ?S;’:.ﬁ?"ﬁ? EE EE EE §§
CR| $ 771,232.64 | $ 887,619.914 icon oo rmemmeriimoome 0% i o= %
BURD i b Sense 8% i% 2% 8%
cD| $ 795,165.87 | $ 816,245.05 SRR e mmeny % xS 82 8%
AJE| $  6,239,736.82 | S 2,935,715.81 St moase 2 g & B
— e e — P e et 8% % 8% 8%
Activity Sub-Total[[§  7,806,135.33 | S 4,639,580.77 2100000 prior vear Due At Aceruea o am 2m 2%
S50020%  R3% momason ascora 8% i% 8% 88
Expected Current Month| §  7,806,135.33 | § 12,445,716.10 oom  Asper rrmasn secers oz sz oz 0z
Actual Current Month| $  7,806,135.33 | $ 12,445,716.109 —— | EEER Remmmmnam ] ] ] ]
. = 25 inormaton Recoes ] ] om o0
Difference| $ - S - oo eemaon 0% am om oo
Zon 8% 8% 8% 8%
e o 3% 5% %
supTot o o oo
= Py o=

NOTES:
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Asset Cross-Comparison and Verification

Manager
Statement/Pooled

Fund Worksheet

‘ Trial Balance

Custodian Consultant
Statement Statement
Slide 12
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" Track clearing of
accounts receivables
and payables from Prior
Years Schedule A.

® Review and track
performance:
Monthly, Quarterly,
and Annual

NOTES:
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RECOMMENDED ACCOUNTING

PRACTICES AND TIPS

Slide 14
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Topics:

" Year-End Preparation of Accounts Receivables (AR) and
Accounts Payables (AP)

" AR/AP relief: Single vs Double entry

" Private Equity Investments Expense Accounts: Carried
Interest (4701), Equalization Expense (4702), and
Miscellaneous Investment Expenses (4703)

NOTES:
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Accounts Receivable

" Member deductions

o Paycheck in December, withholdings received in January
" Appropriation payments

o Due to be paid January-June

o Equates calendar year amount to funding schedule’s fiscal year amount
" Retirees show up here too

o Waiting for estate of overpaid retiree

Slide 16
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Accounts Receivable (Continued)

® Set up a receivable for service purchases?

o If Board allows installment plans; If a significant number of members
or dollars are involved

o Should be tracking the remaining balances, making a total still owed
easy to find

o If you have set one up already - Need to lower the receivable by
amount received; Increase receivable for interest on in-process plans
and brand-new purchases

" Open Sells/Redemptions with January settlement dates

NOTES:
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Accounts Payable

® Cost of service incurred before year’s end, bill paid in January or later
o 4% Q investment fees
o Utilities
o Legal fees
" Many involve retirement allowances or small refunds
o Retiree’s final month’s payment stopped in time, no clear payee

o Uncashed checks that have been voided

" Open Buys with January settlement dates

Slide 18
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NOTES:
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AR/AP Relief (Clearing): Single Entry Method

Transaction DR/CR
Date ct#

Retirement Board

5820

5830

01/31/2019  2020-0000 Accounts Payable

1041-0000 Vendor checking

01/31/2018  2020-0000 Accounts Payable

1041-0000 Vendor checking

01/31/2012  2020-0000 Accounts Payable

1041-0000 Vendor checking

01/31/201@  2020-0000 Accounts Payable
1

041-0000 Vendor checking

Debit/Credit Account Description

Cash Disbursements Report
Transaction Date Between 01/01/2019 & 01/31/2019

Transaction Descriptiol

TWIN Mgmt Fee AP/

W #0119, C #5540, C Dt01/31/2019, CPF:Y, V:-TWIN Capital Mgm..

n
Journal #Warrant #/Chk #/Chk Dt/Chk Prt Fig/Vendor

Rhumbline Russell Mgmt Fee

W #0119, C #5550, C Dt01/31/2019, CPF:Y, V:Rhumbline Advisers

Rhumbline S&P AP

W #0112, C #5551, C Dt01/31/2019. CPF:Y. V:Rhumbline Advisers

Lyrical Mgmt Fee AP

W #0112, C #5552, C Dt01/31/2019, CPF:Y. V-Lyrical Asset Mana..

03/19/2019 01:27:43

Page: 1
User

Debit Amt Credit Amt

11.483.75
11,483.75

877.00
877.00

2,125.00
2,125.00

16.388.70
16,388.70
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AR/AP Relief (Clearing): Double Entry Method

[}
I Retirement Board

Transaction DR/CR
Date

BB Retirement Board

o Acct & Debit/Credit Account Des:

15 01/31/201@% 5119-0000 Stuaff Salaries
1040-0000 Checking

7016 01312019  5312-0000 Rent Expense
1040-0000 Checking

TONT 01/31/2019 5580-0000 Administratve Expenses
1040-0000 Checkng

Te18 01/31/2018 5311-0000 Service Contracts
1040-0000 Checking

To10 01/31/2010  5580-0000 Adminstratve Expenses
1040-0000 Checking

TR20 01/31/2012 5308-0000 Legal Expenses
1040-0000 Checking

Cash Disbursements Report

03152019 12:35:42

ent
10 C #1721

01-02-19. C ®1722

rLease
-02-19. C #1723

Printed
. C®:1724

Pane- 1
Use

#/Chk #Chk DUChk Prt Fig/Vendor Debit Amt Credit Amt
ment 12/24/18-1/18/19 11.201.88

#:1720. C Dt01/31/2019, CPF.Y. V- 11.281.88
1,505.00

. C Dt01/31/2019, CPF.Y_ V. 1.565 00
148 04

. C DE01/31/2019. CPF.Y. V! 148 94
107.91

. C DEON/31/2019, CPF:Y, V. 10791
300.00

. C Dt01/31/2019. CPF.Y. 20000
12/12/18 2.204.08

1725, C Dt01/31/2019, CPF.Y. V' 2.204 08

djustments Re

04/30/2019 12:41:20
Page: 1

Date Between 03/01/2019 & 03/31/2019 User:
Transaction DRICR Transaction Desecription
[[s] Date Acct # Debit/Credit Account Description Journal Number Debit Amt Credit Amt
2541 03/31/2019@ 2020-0000 Accounts Payabile Adjust 18 3(B)(c) to actual 74852
5755-0000 3E)(c) Reimb To Other Systems 748 52
3542 037312019 2020-0000 Accounts Payable reverse accrual from 12731718 2.204.08
5308-0000 Legal Expenses 2,204 08

PERAC 2022 ANNUAL STATEMENT TRAINING | 11



B0 8 8ee e )
e BN e

Private Equity Expense Accounts

® Carried Interest (4701)
o Represents incentive allocations paid to the fund’s general partner.
o Debit entry if investment performs well (Credit the Asset)

o Credit entry when investment performs poorly (Debit the Asset)

Slide 22
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Private Equity Expense Accounts (Continued)

" Equalization Expense (4702)

o Also called “True-Ups”. Represents the adjustment (“equalization”) of
incentive fees across all shareholders as if they had all joined a fund
on its initial closing date

o Usually a debit - paid to prior investors if joining a fund after
establishment

o Credit entry if new investors join fund after you - subsequent
investors will be paying this equalization expense to you.

NOTES:
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Private Equity Expense Accounts (Continued)

" Miscellaneous Investment Expenses (4703)

o Will include all other investment related fees that are not
management fees, carried interest, or equalization expense.

® Trade, professional, and “other” fees.

o Always a Debit
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aE TE RRACAP Statement of Changes in Partner's Capital
For the Quarter Ended 12/31/2021
(Unaudited)
Account Descripti |Account No. | Debit Credit
Pooled Alternative Investments 1193 |$  174,241.00
Management Fee 5304 |$  15720.00 )
Realized Loss 4885 S 5,280.00 Cost Fair Value
Investment Income 4821 $  31,07L.00
Carried Interest 2701 Partner's Capital as of 10/01/2021 2,985,070 5,686,815
Unrealized Loss 4887 | $  46,010.00 Capital Contributions - -
Carried Interest 4701 $  210,180.00 Distributions -
To record Q4 adjustment for Terracap 4703 - s
Management Fees 5304 (15,720) (15,720)
Realized Gain (Loss) (5,280) (5,280)
4821{4703) 31,071 3071
4701 - —
Unrealized Gain (Loss) - (46,010)
Partner's Capital as of 12/31/2021 before Provisional Carried Interest Allocation 2,995,140 5,650,875
4701 - (210,180
Partner's Capital as of 12/31/2021 2,995,140 5,861,055
Slide 25

NOTES:
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o our St
e osod st 0
rerod S0/
) STD D! [eIE) TOws | QoW YD
[ Quiz1- Qo2+ [
Sep21) Sp2)

Total Furd (el CP Alocation |G Alloction o Total i~

—e - - ) TS0 0. I
|accountD [AccountNo]  pebit Credit T e | m o
" [Distrbutions - Cosh & Non-Cash 6540 WA A6 I om
Pooled Alternative Investments 1193 $  352,353.40 Retomions ot e N e o S hos o
\t Fee 5304 S 14,233.74 Total Cash / Non-Cash Flnss (comtibutions, less ditrbutions) (80 eI (7m0 o 0w

et Operaing Income (Expensey

Carried Interest 4701 S 39,150.38 Gl e G Ol i b 52y wsia) 50039%.65) o0 om
5026394045 o0 om
Misc Investment Expense 4703 S 1,970.85 (Partnership Expenses - fotali:+ 4703 (2497.072.55) 000 0.00
(Partership Expenses - Accounting, Administretion & IT) 00 00
Investment Income 4821 S 4471417 (Parinersip Expenes - Andit & Tex Prgaratory) 200 om0
. - (@urinesiy Experss  Leaid 00 020
Realized Gain 4884 $ 443.89 (artnersip Laperses - Professions Fecs) 000 000
N = (Partnership Expenses - Organization Costs) 000 000
Unrealized Gain 4886 $  281,027.69 (Pertmrsip Expentes— Bk Foc) 0w am
5 - (Partnerie Expenses - Awsrisation of Ut e st 00 o0
Realized Gain(FX) 4384 $  20,238.64 S i s o &
" - Expenc - Ot 00 000
Unrealized Gain(FX) 4886 $  61,283.98 Tool Ol tof e e Fpeme e criod) [ 0w
" (Iotl Management Fees & Fetnersip Lapenses, Nt of Otsets & Kebates, Gross o Fee Waiver) o o
To record Q3 adjustment for IFM | e 000 pres
Dividend)/ Distribution Income 000 om
(erest Experse 00 0
Ot Income 7354745 o0 om0
Total Net Operating Income / (Expense) 211,398,437.72 0.00 0.00
(Placement Fees) am o 0w
slized Gain/ (Loss) 13860136 o om0
(Change in Unrealized Gain/ (Loss) o o
4 Gain L) - PX Derivatives om om
ealized Gain (Loss) - X Devivatives o0 0%
nding NAY - Net of Incenive Allocation o ow
ecrord Tocomiee Alocsvon St Porod Boloree o0 o
for Accrued Tcentive ‘ocation - Poud During the Priod 000 0w
Allocation  Alocation - Transfer Out / (Transie ) Duringthe Period 00 om
Accrued Incentive Alloction- Periodi Change o om
Accrued Incentive Allcation - Ending Period Balonce o0 0w
nding NAY - Gross of Accrued Incenive Allocsion o o
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[Account ipti |Account No.| Debit Credit
Cash 1040 $10,000,000.00
Pooled RE fund 1194 $ 9,611,690.21

Equalization Expense 4702 S 388,309.79

To record initial subscription to Terracap

aETERRACAP

Inception to 06/30°2016 Invesior Statement

Statement Date: August 31,2016 ‘Account Number.
Federal Tax 1

Investor's Tot
Ownership

Subscription Balance  §  9,611,69021
£ Fund at 06302016 $99%

4702 5304

[YPPPSIOTE  Amounis Due o
P ) Fecs' Tovesior

OUII16  Subscrption imvestment s o000 NESEEEEN  o6116021 S s s - S - s osie02
03/31/16  Allocation of profit/loss for the quarter ended - - - (134.133.01) (272,121.56) - - 9.205.435.64
060716 GP paid interest - . : z 5 303959 (.0959) . 920543564
060716 Trueups from other investors = - - 200251 @600s251) i 920543564
0630/16  Allocation of profitloss for the quarter ended. - - - (12.267.91) (86.215.62) - - (98.483.53)

S 1000000000 S (38830979) S 961169021 S (14540092) S (35833718) § 26307210 S (63072100 S 91069211 S 910695211

- s a e lections s yer

Net Asset Value

6302016
Fund Fair Value S 110508596
llavestor Ownership %

Tnvestor Fair Value 5

Slide 27

NOTES:
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Summary

® Cash books are due within four (4) weeks of the close of each month!

® Monthly cash book package consists of 5 core reports:
o Trial Balance (YTD)

o Cash Receipts, Cash Disbursements, Adjusting Journal, and General Ledger (MTD)

" Manager Statements/Pooled Fund Worksheets, Custodian, and Consultant reports
are also required within four (4) weeks of receipt by Board.

® Accounts Receivable/Payable Clearing - Single entry method is preferred!

® Carried Interest, Equalization, and Misc. expenses can be tricky, but not impossible!

Slide 28
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Questions?

NOTES:
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