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M E M O R A N D U M

 
OFFICE OF THE ASSOCIATE PROVOST 
FACULTY AFFAIRS AND RESOURCE ALLOCATION 
James Administration Building, Room 633 
Tel:  398- 7127              Fax:  398-3219 

Multi-year planning and spending 
 
The Office of the Provost intends to explore a revised and improved budget model for 
FY2012 and beyond.  This revised model will accommodate true multi-year allocations, 
tracking, reporting, and accountability mechanisms.   
 
The concept of multi-year planning allows for annual budget allocations to be spent in the 
year allocations are made.  In the case whereby the annual budgets are not spent due to 
timing issues, amounts are reserved in Faculties as carry-forward and the planned spend 
down is agreed to in advance by the Dean and Provost.   
 
Accordingly, when encumbrances do not translate into an actual expense in the current 
year, the following year’s budget allocation must absorb that expense.  Faculties can also 
propose to apply any previously reserved carry forward amounts to use against future 
purposes.  
 
Current practice - encumbrances 
 
Currently, a temporary budget is automatically awarded  in the subsequent year when a 
committed  expense via a purchase order, capital project or manual encumbrance exists.   
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This procedure is referred to as the “budget encumbrance roll” and takes place at the 
beginning of each fiscal year.   
 
 The problem which this activity causes from a budgeting perspective is that 
encumbrances carried forward via the “supplementary budget” are creating expense 
mismatches between fiscal periods, especially those which a significant impact on the 
University’s operating results. Furthermore, such a process is tedious and adds 
complexity to fund reports.  
 
Process going forward 
 
Therefore, starting on 1 May 2011, there will not be encumbered budget rolled forward 
from 30 April 2011 to the new budget year and hence no supplementary budget to cover 
encumbrances.  Consequently, current year expenses will need to be covered by current 
year budgets.   
 
What this will mean for outstanding Purchase Orders (PO) in cases where the budgets are 
encumbered at year-end but the goods or services have not yet been delivered is that the 
corresponding carry forward calculation (“free balance”) will no longer be reduced by the 
outstanding encumbrance. Valid outstanding Purchase Orders will be automatically re-
encumbered in the new fiscal year’s budget.  When the goods or services are delivered in 
the new fiscal year, budget from the new fiscal year will be used to pay for these goods or 
services.  
 
In cases where the good or the service has been delivered by the end of the old fiscal 
year, but the invoice has not been received/processed by the year-end deadlines, an 
accrual for the expense must be made in the old fiscal year. See “Guidelines on year-end 
accruals” http://knowledgebase.mcgil.ca/article.asp?article=12920&p=64.   
 
Similarly, any outstanding manual encumbrances set up by the units themselves will also 
be posted automatically in the new fiscal year, but no supplementary budget will be 
provided.  Units are encouraged to review these encumbrances before year end to 
eliminate any that are no longer valid.  Encumbrances for capital projects that span 
several years will work in the same manner.  If the capital project is not complete at the 
end of one fiscal year, budgets that had been encumbered will be un-encumbered. The 
following year’s budget will then be re-encumbered if the capital project is not yet 
complete.  
 
If you have any questions on this new procedure, please feel free to contact your budget 
or fund administrator. 
 
 

 


