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1.0 POLICY/PURPOSE  
 
 Santa Barbara Applied Research, Inc. (SBAR) prepares, evaluates, and maintains 
complete financial records of the company’s business activities.  The purpose of this work 
instruction (WI) is to document how SBAR conducts financial evaluations. 
 
2.0 SCOPE 
 

This WI applies to all Santa Barbara Applied Research, Inc. business units. 
 
3.0 REFERENCES AND DEFINITIONS 
 
3.1 References 
 
3.2 Definitions 
 
Account.  An account is the basic storage unit for accounting data. 
 
Balance Sheet.  The Balance Sheet shows the financial position of the company as of a specific 
date.  The Balance Sheet presents a view of the company as the holder of resources or assets that 
are equal to the claims against or sources of those assets. 
 
General Ledger.  The General Ledger consists of a group of accounts and their summarized 
data.  An accounting system has separate accounts for each asset, each liability, and each 
component of owner’s equity, including revenue and expenses.  The accounting system is double 
entry, which requires that each transaction be in balance (the sum of the debits must equal the 
sum of the credits). 
 
Income Statement.  The Income Statement is a financial statement that summarizes the amount 
of revenues earned and expenses incurred over a specified period of time. 
 
Trial Balance.  The Trial Balance is a listing of all accounts found in the General Ledger with 
their respective debit or credit balance at the time the Trial Balance is generated.  The General 
Ledger is in balance when the sum of all the debits equals the sum of all the credits. 
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4.0 RESPONSIBILITIES 
 
4.1 Accounting Manager 
 

The Accounting Manager is responsible for preparing the monthly financial evaluation in 
accordance with the steps listed in Section 5.0. 
 
4.2. President 
 

The President is responsible for reviewing and approving the monthly financial 
evaluation.  
 
5.0 REQUIREMENTS/PROCEDURES 
 
5.1 General 
 
 The financial evaluation is conducted on a monthly basis after all financial data for the 
month have been posted and before the financial month is closed for accounting purposes.  The 
following steps are taken to conduct the monthly financial evaluation. 
 
5.2 Trial Balance 
 
 After all financial data for the current month have been posted, the Accounting Manager 
prepares a trial balance (see Attachment 1) of the general ledger.  Financial data that must be 
posted at the end of each month includes the following: 
 

• Monthly billings 
• Disbursements journal 
• Receipts journal 
• Adjustments journal 
• Payables journal 
• Payroll journal 
• Receivables journal 
• General journal 

 
5.3 Review of Month’s Activity 
 
 The Accounting Manager enters the trial balance for the current month onto a spreadsheet 
(see Attachment 2), which lists profit and loss (P&L) by month and by YTD.  The Accounting 
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Manager compares the data from the current month to prior months to determine if abnormal 
activity has occurred in any account. 
 
 If abnormal activity is noted in any account, the Accounting Manager confirms the 
legitimacy of the activity by reviewing invoices and other data for the subject account.  If the 
abnormal activity is not determined to be legitimate, the Accounting Manager posts a journal 
entry to correct the problem.  The process is repeated until all abnormal activity can be 
determined to be legitimate or is corrected. 
 
5.3 President Review 
 
 When the current month data have been verified and/or corrected, the Accounting 
Manager processes a preliminary income statement and balance sheet for review by the 
President.  The Accounting Manager and the President meet to review the statements.  All 
abnormal activity is reviewed with the President. 
 
5.4 Month End Close 
 
 Upon approval of the current month data by the President, the Accounting Manager is 
authorized to close the month.  The Accounting Manager prepares the current month income 
statement and balance sheet (see Attachments 3 and 4).  No further changes are made to the 
month’s data. 
 
5.5 Records  
 

Records maintained for each month include the following: 
 

• Trial balance 
• Income statement 
• Balance sheet 
• Accounts receivable (AR) aging 
• Accounts payable (AP) aging 
• Disbursements journal 
• Receipts journal 
• Adjustments journal 
• Payables journal 
• Payroll journal 
• Receivables journal 
• General journal 
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These records are maintained in the Accounting Department.  The Accounting Manager 
is responsible for ensuring that records are maintained in accordance with this WI. 
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Attachment 1. Sample Trial Balance 
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Attachment 2.  Sample P & L Spreadsheet 
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Attachment 3.  Sample Income Statement 
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Attachment 4.  Sample Balance Sheet 
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