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Business Process Description



The System Office occasionally makes loans to the campuses to fund capital projects.  The campuses make debt service payments, including interest, on these loans as if they had been obtained from an outside party.  The purpose of this document is to describe what entries need to be made throughout the life of the internal loan.  The document also explains how to eliminate transactions related to the internal loans for the purpose of preparing the audited financial statements for the University of Maine System.
Key Assumptions



The reader is familiar with PeopleSoft GL Chartfields and their use.
The reader is familiar with inter-unit accounting.

The reader is familiar with the following Business Process Documents:

· “Journal Entry (Online) – Enter” and/or “Journal Entry (Excel) – Enter/Copy”
· “Requesting a Project – Completing the Project Create Form”

· “Accounting for Capital and Maintenance Projects”

Conversion


This document is designed to describe how new internal loans should be accounted for once PeopleSoft General Ledger is implemented.  The process described in this document differs somewhat from what was used with the old FAST system due to limitations of that system.  Consequently, just after conversion, chart field combinations used for existing internal loans may not look exactly as illustrated in this document.  After conversion the System Accounting Department (SAD), working with campus personnel, will make needed adjustments to account for the existing loans in accordance with this document.

Internal Loans in PeopleSoft General Ledger



Introduction
Once all authorized persons from the System Office and the Campus have signed the Internal Loan Agreement, several procedures must occur to properly account for the internal loans.  These procedures are grouped below in like areas and are discussed in this document by area.  The sequence column indicates the order that these procedures would occur.  The procedures with a sequence indicator of ‘6+’ do not follow a set order in relation to one another.  
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Procedures Sequence Timing SAD Campus

General

»Request creation  of a program code for the internal loan. 1 At issuance X

»Request creation of control project. 1 At issuance X

»Request creation of program code for the debt service reserve. 1 At issuance X

Record Issuance of the Loan 2 At issuance X

Fund and Manage the Projects

»Identify existing projects or request creation of new projects. 3 At issuance X

»Post balanced budgets for each identified project. 4 At issuance X

»Move loan proceeds to the individual project(s). 5 At issuance X

»Spend the loan monies on qualified expenses. 6+ Daily X

»Determine whether original funding is still needed. 6+ Once X X

»Close the project(s). 6+ Once X

Debt  Service

»Charge the campuses for debt service. 6+ Varies X

»Apply the debt service payment. 6+ Varies X

»Transfer loans from unrestricted plant to plant fund invested. 6+ Year-end X

»Record current portion of internal loans. 6+ Year-end

X

Year-end Eliminations 6+ Year-end

X


As shown in the remainder of this document, the above procedures affect numerous funds in the PeopleSoft General Ledger.  A brief summary of the funds involved is provided below:

Fund




Items Recorded in the Fund

19-Unrestricted Debt Service
►
Reserves holding the Campuses’ payments

►
Expense for interest paid

18-Unrestricted Plant
►
Unexpended loan proceeds and the related loans payable

►
Construction project costs until they are capitalized
48-Plant Fund – Net

    Investment
►
Capitalized construction project costs and related internal loan payable 
Several other funds may be involved as well, depending on what chart field combinations the Campuses choose to charge for their debt service payments.

General Procedures
>> Request Creation of a Program Code for the Internal Loan

Internal loans are identified in PeopleSoft General Ledger through the use of a specific program code for each loan.  The SAD is responsible for requesting and creating these program codes once the signed loan agreement has been received.  The first digit of the program code indicates the applicable business unit.  The remaining 4 digits should fall in the range of 9402-9499.  At the time this document was created, the following program codes existed in PeopleSoft General Ledger for internal loans:



Program Number


Program Description


19402



Internal Loan - Light Conserv


29402



Int Loan Roberts Learning Ctr

29403



Int Loan Combined Energies


29404



Int Loan Lighting Energy Cons


39402



Internal Loan Tech Equip


39403



Int Loan Lighting Energy Cons


39404



Int Loan Pleasant Street


39405



Int Loan New Dormitory


49402



Int Ln Lifelong Learning Ctr


49403



Int Ln Tel Expansion


49404



Int Ln Lighting Energy Cons


49405



Int Ln Lighting Energy Cons


49406



Int Ln Project Deficits


49407



Int Ln Non-Light Energy


59402



Int Loan Relocation


59403



Int Loan Library Storg


59404



Int Loan Aroostook Frm


59405



Int Loan Rho Rho House


59406



Int Loan Science Bldg


59407



Int Loan Alfond Stad


59408



Int Loan Mem Union


59409



Int Loan Maintenance


59410



Int Loan Deferred Mtce


59411



Int Loan Walsh Center


69402



Int Loan Steego Bldg


69403



Int Loan Parking Lot


69404



Int Loan Lew/Aub Col


69405



Int Loan Library Add


69406



Int Loan Energy Eff Ph 1


69407



Int Loan Water Consevation

69408



Int Loan Bedford St

69409



Int Loan Woodward Hall


69410



Int Loan Elevator Upgd


79402



Int Loan Campus Center

These program codes are used in combination with the account code ‘23010-Notes Payable – Internal’ and account code ‘20310-Notes Payable Internal Current’ to identify the liability associated with each internal loan.

Illustration:
In May 2004, the System Office and UM sign an agreement for a $1 million loan for the Shawn Walsh Hockey Center.  The SAD creates program code ‘59411-Int Loan Walsh Center’ for the new loan.
>> Request Creation of Control Project

If a control project has not previously been established, the SAD must establish a control project to record the initial receipt of the internal loan proceeds.  Refer to business process document, “Requesting a Project – Completing the Project Request Form’ for guidance on creating the control projects.  The same control project number may be used for each internal loan.  The program code used in combination with the control project number will distinguish one internal loan from the other.
Please note that a budget is not to be established for the control project.  Please also note that the control project should only be used in combination with department ‘C000005-Plant Fund Administration’, fund ‘18-Unrestricted Plant’, and the applicable internal loan program code.  
Illustration:
The SAD creates project code 5000099 as the control project for UM’s internal loans.  Transactions related to the control project will be posted to chart field combinations that include the following: 

 
   BU

  DEPT

FUND
   PROGRAM
 PROJECT


UMS05

5000005
  18
      594XX
  5000099

>> Request Creation of a Program Code for the Debt Service Reserve

Each campus receiving an internal loan must at a minimum make annual payments of principal and interest on the loan.  On the applicable payment dates, the SAD charges the campuses for their payments and places the money in a campus reserve until the payments are applied to the loan.  To track the reserve associated with each internal loan, a separate program code is used for each one.  Each time the System issues a new internal loan, the SAD must request the creation of a new reserve program code for the loan.  Once again, the first digit of the program code indicates the applicable business unit and the remaining four digits should fall in the range of 9000-9099.

Illustration:
In May 2004, the SAD also creates program code ‘59011-Reserve – Walsh Center Loan’.
Record Issuance of the New Loan
The SAD will submit the entry to record the issuance of internal loans.  The following should be noted when recording the issuance:  
· The loan is being made by the System’s program ‘87627-Notes Receivable’ in fund ‘00-Unrestricted E&G.’  

· The loan is being made to the Campus’ control project in fund ‘18-Unrestricted Plant.’  To identify individual internal loans, you must use the applicable internal loan program codes in combination with fund 18 and the control project.

Illustration:
In May 2004, the SAD posts the following entry to the ‘ACTUALS’ ledger to record the issuance of the loan.  The first two lines of the entry are entered by the SAD.  The last 2 lines are automatically generated by PeopleSoft GL because this entry is an inter-unit entry.
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ACTUALSUMS088150100 00 87627 12024 1,000,000.00      Loan proceeds

ACTUALSUMS055000005 18 59411 5000099 23010 (1,000,000.00)    Loan proceeds

ACTUALSUMS055000099 00 13900 1,000,000.00      Inter unit

ACTUALSUMS088000099 00 13900 (1,000,000.00)    Inter unit

 

Fund and Manage the Projects
>> Identify/Create Project Codes and Record Balanced Budgets
The Campus must identify existing projects that are to be funded with the internal loan proceeds or request the creation of new project codes.  Please note that the SAD will record the original budget; however, any subsequent budget changes are the responsibility of the Campus.  Both parties should follow the guidance in business process documents “Requesting a Project – Completing the Project Request Form “ and “Accounting for Capital and Maintenance Projects.”
The budget should be recorded using fund ‘18-Unrestricted Plant,’ the applicable program code for the internal loan, the applicable project code, and the code for the responsible department.  Please note that the budget entries should be posted to the ‘BUDGET’ ledger in PeopleSoft GL.  A base budget will not be maintained in PeopleSoft GL as it was in FAST.
Illustration: 
UM requests that project 5100021 be created for the ‘Walsh Hockey Center Expansion.’  Once the project is created, the SAD posts the following entry to the ‘BUDGET’ ledger to record the budget.
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BUDGET UMS055750970 18 59411 5100021 67100 1,000,000.00    Internal loan

BUDGET UMS055750970 18 59411 5100021 81800 (1,000,000.00)   Internal loan


>> Move Loan Proceeds to Individual Project(s)

Once the budget has been recorded, the SAD transfers the loan proceeds from the control project to the individual project(s) being funded by the internal loan.  

Illustration:
The SAD submits the following entry to the ‘ACTUALS’ ledger to transfer $1,000,000 from control project 5000009 to project 5100021.  
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ACTUALSUMS05 5000005 18 59411 5000099 71800 1,000,000.00    Loan proceeds

ACTUALSUMS05 5750970 18 59411 5100021 81800 (1,000,000.00)   Loan proceeds


Below is a representation of the GL Inquiry displays you would see for the chart field combinations for the control project and the Walsh Hockey Center project just after this entry is made:
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Accounting Period:

11-May

UMS05

5000005

18

59411

5000099

Assets/Liabilities

Account

Class

Beginning 

of Year

Beginning 

of Month

Current 

Month

Year-to-Date 

Activity

Current 

Balance

23010

0.00

0.00

-1,000,000.00

-1,000,000.00

-1,000,000.00

Revenues/Expenses

Class

Base Budget

Current 

Budget

Current 

Month

Year-to-Date

Project-to-

date

Encumb

Balance 

Available

71800

0.00

0.00

1,000,000.00

1,000,000.00

1,000,000.00

0.00

-1,000,000.00

0.00

0.00

1,000,000.00

1,000,000.00

1,000,000.00

0.00

-1,000,000.00



Unrestricted Plant

Program:

Int Loan Walsh Center

University of Maine

Department:

Plant Fund Administration

Int Loan Control Project

Fund Code:

Project:

Net



 Description

Notes Payable - Internal

Fiscal Year:

Business Unit:

Operating Unit:

Transfers To Plant Unrestr
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Accounting Period:

11-May

UMS05

5750970

18

59411

5100021

Revenues/Expenses

Account

Class

Base 

Budget

Current 

Budget

Current Month

Year-to-Date

Project-to-Date

Encumb

Balance 

Available

81800

0.00

-1,000,000.00

-1,000,000.00

-1,000,000.00

-1,000,000.00

0.00

0.00

  

  

0.00

-1,000,000.00

-1,000,000.00

-1,000,000.00

-1,000,000.00

0.00

0.00

67100

  

0.00

1,000,000.00

0.00

0.00

0.00

0.00

1,000,000.00

0.00

1,000,000.00

0.00

0.00

0.00

0.00

1,000,000.00

  

  

0.00

0.00

-1,000,000.00

-1,000,000.00

-1,000,000.00

0.00

1,000,000.00

Total Revenues

Main construction contract

Total Expenses & Transfers

 Description

Net

Fund Code:

Unrestricted Plant

Program:

Int Loan Walsh Center

Project:

Walsh Hockey Ctr Expansion

Operating Unit:



Transfers from Unrestr Plant

Fiscal Year:

Business Unit:

University of Maine 

Department:

Fac Admin Capital Projects 


>> Spend the Loan Monies on Qualified Expenses 

The Campuses must spend the internal loan proceeds on qualified expenses in accordance with University of Maine System policies.  As discussed in the business process document, “Accounting for Capital and Maintenance Projects,” a single project number may be used in combination with several program codes.  As project costs are incurred the Campus must select the program to be charged.  It is imperative that the Campus charge the appropriate program code when the costs are first recorded.  
>> Determine Whether the Original Funding is Still Needed
At some point during the project life the Campus may determine that not all of the internal loan proceeds are needed for the project.  If this occurs, Campus management must decide what course of action to take:

1. Move the excess funding to another project, or

2. Use the excess funding to repay part of the internal loan, or

3. A combination of 1 and 2 above.

Move the Excess Funding to Another Project

If the Campus decides to use the excess funding for another project, they must move:
· Revenue and expense budget from the original project account to the new project.
· The appropriate amount of internal loan proceeds (account code 81800) from the original project to the new project.
Illustration:
In late June 2004, UM realizes that $100,000 of the original budget will not be needed for the Walsh Hockey Center project; therefore they post the following journal entry to the ‘BUDGET’ ledger to move $100,000 of the budget to another qualified project (Project 5100032):
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BUDGET UMS055750970 18 59411 5100021 81800 100,000.00      Move rev budget

BUDGET UMS055750970 18 59411 5100032 81800 (100,000.00)     Move rev budget

BUDGET UMS055750970 18 59411 5100032 67100 100,000.00      Move exp budget

BUDGET UMS055750970 18 59411 5100021 67100 (100,000.00)     Move exp budget


After posting the above budget entry, UM posts the following journal entry to the ‘ACTUALS’ ledger to move an equal amount of the bond proceeds to the new project: 
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ACTUALSUMS055750970 18 59411 5100021 81800 100,000.00       Move funding

ACTUALSUMS055750970 18 59411 5100032 81800 (100,000.00)      Move funding


Below is a representation of the GL Inquiry display you would see for the Walsh Hockey Center project just after these entries are posted: 
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Accounting Period:

12-June

UMS05

5750970

18

59411

5100021

Revenues/Expenses

Account

Class

Base 

Budget

Current 

Budget

Current 

Month

Year-to-Date

Project-to-

Date

Encumb

Balance 

Available

81800

0.00

-900,000.00

100,000.00

-900,000.00

-900,000.00

0.00

0.00

  

  

0.00

-900,000.00

100,000.00

-900,000.00

-900,000.00

0.00

0.00

67100

  

0.00

900,000.00

0.00

500,000.00

500,000.00

0.00

400,000.00

0.00

900,000.00

0.00

500,000.00

500,000.00

0.00

400,000.00

  

  

0.00

0.00

100,000.00

-400,000.00

-400,000.00

0.00

400,000.00

Fiscal Year:

Business Unit:

University of Maine

Department:

Fac Admin Capital Projects

Net

Fund Code:

Unrestricted Plant

Program:

Int Loan Walsh Center

Project:

Walsh Hockey Ctr Expansion

Operating Unit:



Transfers from Unrestr Plant

Total Revenues and Transfers

Main construction contract

Total Expenses & Transfers

 Description


Use the Excess Funding to Repay the Loan
If the Campus decides to use the excess funding to repay part of the internal loan, they need to do the following:

· Reduce the revenue and expense budget in the original project account to the amount actually needed for the project.  
· Notify the SAD that they want to apply the excess to the loan balance.
Pursuant to the preceding actions by the Campus, the SAD must:

· Submit an entry to reverse part of the funding to the project and move it back to the control project.    

· Determine what portion of the excess funding should be applied to loan principal versus interest.
· Transfer the interest portion of the payment to the debt service reserve.
· Submit an entry to reduce the receivable (SWS) and payable (Campus) related to the internal loan and to record the related interest income (SWS) and interest expense (Campus).

The Campus’ payment should be recorded in the control project used in combination with the program code for the internal loan in question.  
Illustration:
In late June 2004, UM realizes that $100,000 of the original budget will not be needed for the Walsh Center Expansion project.  They notify the SAD that they want to apply the $100,000 to the internal loan balance and post the following journal entry to the ‘BUDGET’ ledger to reduce the budget in the Walsh Center Expansion project:  
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BUDGET UMS055750970 18 59411 5100021 81800 100,000.00       Reduce rev budget

BUDGET UMS055750970 18 59411 5100021 67100 (100,000.00)      Reduce exp budget


Pursuant to UM’s journal entry and notification that they want to reduce the loan, the SAD posts the following journal entry to the ‘ACTUALS’ ledger to move part of the funding back to the control project:     
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ACTUALSUMS055750970 18 59411 5100021 81800 100,000.00       Reverse funding

ACTUALSUMS055000005 18 59411 5000099 71800 (100,000.00)      Reverse funding


After reversing the funding, the SAD posts the following entry to the ‘ACTUALS’ ledger to transfer the interest portion of the payment to the debt service reserve related to the internal loan:
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ACTUALSUMS055000005 18 59411 5000099 71900 4,000.00            Interest portion

ACTUALSUMS055000005 19 59011 81800 (4,000.00)           Interest portion


The SAD posts the following entry to reduce the internal loan and to record the related interest:
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ACTUALSUMS055000005 18 59411 5000099 23010 96,000.00          Reduce loan

ACTUALSUMS055000005 19 59011 66001 4,000.00            Interest paid

ACTUALSUMS088150100 00 87627 12024 (96,000.00)        Reduce loan

ACTUALSUMS088400100 00 87627 44100 (4,000.00)           Interest paid

ACTUALSUMS055000099 00 13900 (100,000.00)      Inter unit

ACTUALSUMS088000099 00 13900 100,000.00       Inter unit


>> Close the Projects

When a construction project is complete, the Campus should close the project following the guidelines in the process document, “Accounting for Capital and Maintenance Projects.”  

Debt Service
>> Charge the Campuses for Debt Service

As previously mentioned, each campus receiving an internal loan is responsible for repaying the loan with interest.  On an annual or quarterly basis, the SAD submits an entry to charge the Campuses for the debt service on their internal loans.  The charge is posted to the following account codes in the chart field combination provided by the Campuses:

· 71911 - Internal Debt Service Principal
· 71912 - Internal Debt Service Interest
The offset to the above charge is a credit to one of the following account codes used in combination with fund ‘19-Unrestricted Debt Service’ and the program code for each internal loan debt service reserve (see earlier discussion under ‘General Procedures):  

· 80000 – Transfers from E&G

· 80300 – Transfers from Auxiliary

· 81000 – Transfers from Designated

· 82000 – Transfers from Restricted

· 82800 – Transfers from Restricted Plant

Please note that the second and third digits of the above account codes represent the fund from which the debt service payment is being transferred.

Illustration:
To record UM’s first payment on the Walsh Hockey Center Expansion loan, the SAD posts the following entry to the ‘ACTUALS’ ledger in July 2004 to transfer the payment amount to the reserve:  
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ACTUALSUMS05 5865122 00 71911 205,649.00       Internal loan principal

ACTUALSUMS05 5865122 00 71912 3,527.00            Internal loan interest

ACTUALSUMS05 5000005 19 59011 80000 (209,176.00)      Debt svc payment


>> Apply the Debt Service Payment
After charging the Campuses for their debt service payments, the SAD must apply the payments to the outstanding loans.  This entry will involve the following:

· Recording a transfer from the Campus’ debt service reserve in fund 19-Unrestricted Debt Service to the Campus’ Fund 48-Plant Fund – Net Investment for the amount of the principal reduction.
· Reducing the System’s receivable and the Campus’ payable for the internal loan.

· Recognizing interest income for the System and interest expense for the Campus.

Interest income for the System Office is to be recorded in fund 00-Unrestricted E&G.  Interest expense for the Campus is to be recorded in the debt service reserve chart field string in fund 19-Unrestricted Debt Service.

Please note that the entry to apply the debt service payment may create a debit balance in the combination of fund 48 + account code 23010.  As noted in the next section of this document, a transfer is made annually to move a portion of the outstanding notes payable from fund 18 to fund 48.  If one of these entries has not previously been made, the entry to apply the debt service payment will create a debit balance in fund 48.  If it is determined at the end of the fiscal year that no amount of the notes payable should be recorded in fund 48, then the debit balance in fund 48 will need to be moved to fund 18.
The SAD posts the following entry to the ‘ACTUALS’ ledger to apply UM’s debt service payment on its Walsh Hockey Ctr Expansion loan: 
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ACTUALSUMS05 5000005 19 59011 74800 205,649.00       Xfer principal pymt

ACTUALSUMS05 5000005 48 59411 81001 (205,649.00)      Xfer principal pymt

ACTUALSUMS05 5000005 48 59411 23010 205,649.00       Reduce payable

ACTUALSUMS08 8150100 00 87627 12024 (205,649.00)      Reduce receivable

ACTUALSUMS05 5000005 19 59011 66001 3,527.00            Intl loan int exp

ACTUALSUMS08 8400100 00 87627 44100 (3,527.00)           Intl loan int income

ACTUALS

UMS08 8000099 00 13900 209,176.00         

ACTUALS

UMS05 5000099 00 13900 (209,176.00)        

To record interest expense and corresponding revenue and to reduce the payable and receivable

for internal loans.


>> Transfer Bonds from Restricted Plant to Plant Fund Invested

The internal loans must be recorded in the same fund as the related asset.  Until the loan proceeds are spent the note payable should be recorded in fund ‘18-Unrestricted Plant’.  However, as project costs are capitalized (see the process document ‘Accounting for Capital and Maintenance Projects’ for more information on this process) the asset related to the internal loan shifts from unexpended proceeds to a capital asset account such as construction in progress, land, buildings, etc.  These capital assets are recorded in fund ‘48 – Plant Fund-Net Investment’; therefore, the portion of the note payable related to them also needs to be recorded in fund 48.  

At the fiscal year-end the SAD must analyze all projects funded with internal loan proceeds to determine how much of the year-to-date expenses in the projects will be capitalized as construction in progress, land, buildings, etc.  This represents the total of loans payable that must be moved from fund 18 to fund 48.  

Pursuant to the transfer of Campus’ notes payable, the SAD must reclassify a portion of the System’s net assets from unrestricted net assets to net assets for plant fund invested.  This keeps the net assets related to the internal loan receivable and the internal loan payable in the same net asset classification (e.g., both unrestricted funds or both part of plant fund invested).

Illustration:
 An analysis of UM’s projects in fund 18 that are used with program 59411 reveals the following as of June 30, 2004:


Program
Project
Fund
   Budget
     PTD

       Bond




  In 81800
Expenses
    Balance


59411
5100021
18
$    900,000.00
$500,000.00
 $400,000.00

59411
5100032
18
      100,000.00
           00.00
   100,000.00


Total


$1,000,000.00
$500,000.00
$500,000.00

The SAD posts the following entry to the ‘ACTUALS’ ledger to move the loans payable:
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ACTUALSUMS05 5000005 18 59411 5000099 23010 500,000.00       Xfer loan

ACTUALSUMS05 5000005 48 59411 23010 (500,000.00)      Xfer loan

ACTUALSUMS05 5000005 48 59411 71800 500,000.00       Xfer loan

ACTUALSUMS05 5000005 18 59411 5000099 84800 (500,000.00)      Xfer loan


The SAD also submits the following entry to reclassify the System’s net assets:
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ACTUALSUMS08 8000005 18 87627 74800 500,000.00       Xfer loan

ACTUALSUMS08 8000005 48 87627 81800 (500,000.00)      Xfer loan


Below is a representation of the GL Inquiry display you would see for UM’s control project just after the above entries are recorded: 
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Accounting Period:

12-June

UMS05

5000005

18

59411

5000099

Assets/Liabilities

Account

Class

Beginning 

of Year

Beginning of 

Month

Current 

Month

Year-to-Date 

Activity

Current 

Balance

23010

0.00

-1,000,000.00

500,000.00

-500,000.00

-500,000.00

Revenues/Expenses

Class

Base Budget

Current 

Budget

Current 

Month

Year-to-Date

Project-to-

date

Encumb

Balance 

Available

84800

0.00

0.00

-500,000.00

-500,000.00

-500,000.00

500,000.00

71800

0.00

0.00

0.00

1,000,000.00

1,000,000.00

-1,000,000.00

0.00

0.00

-500,000.00

500,000.00

500,000.00

0.00

-500,000.00



Unrestricted Plant

Program:

Int Loan Walsh Center

University of Maine

Department:

Plant Fund Administration

Int Loan Control Project

Fund Code:

Project:

Net



 Description

Notes Payable - Internal



Fiscal Year:

Business Unit:

Operating Unit:

Transfers To Plant Unrestr


Below are representations of the GL Inquiry displays you would see for the System’s program 87627-Notes Receivable after the above entries are recorded: 
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Accounting Period:

12-June

UMS08

8150100

00

87627

Assets/Liabilities

Account

Class

Beginning 

of Year

Beginning 

of Month
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Plant Fund - Net Investment 

Program:

Notes Receivable

UMS System-Wide Services

Department:

Accounting



Fund Code:

Project:

Net



 Description

Net Assets Unrestricted Plt

Fiscal Year:

Business Unit:

Operating Unit:

Transfers From Plant Unrestr


>> Record Current Portion of Internal Loans

At the end of each fiscal year the SAD must submit an entry to breakdown internal loans:

· Receivable for the System Office into its current (account code 12024) and noncurrent (account code 12064) portions.  

· Payable for the campuses into their current (account code 20310) and noncurrent (account code 23010) portions.  
The entry to breakdown the payable is typically posted in fund ‘48-Plant Fund-Net Investment’.  If, however, the loan payable balances in fund 48 are not larger than the current portion, the entry should be posted to fund ‘18-Unrestricted Plant.’  
Year-End Eliminations
For purposes of preparing the annual audited financial statements for the University of Maine System, all internal loans and related interest expense/income must be eliminated.  The elimination will be accomplished using the year-end elimination process provided in PeopleSoft General Ledger.  See the process document titled “Recording Adjustments for the Audited Financial Statements.”

Payoff Loan with University Revenue Bonds  
Occasionally the System CFO and Treasurer allows a Campus to pay off an internal loan with proceeds from Revenue Bonds issued by the University of Maine System.  In these situations the SAD needs to do the following to properly account for the pay off:  
· Record the issuance of the Revenue Bonds as described in the process document, “Accounting for University Revenue Bonds.”

· Charge the campus for any interest accrued since the last payment date.

· Reverse the outstanding balance for the internal loans.
· Reverse any prior adjustments made to reclassify the System’s net assets.

· Move the internal loan proceeds from the project account back to the control project for internal loans.
· Move the project-to-date expenses in the combination of internal loan program + project to the combination of revenue bond program + project.  

· Reduce the budget for the combination of internal loan program + project to zero.

· Inactivate the program code for the specific internal loan.

Illustration:
UM receives permission to pay off its internal loan for the Walsh Hockey Center using new University Revenue Bonds issued by the System January 30, 2005.  The SAD reviews all of the account combinations related to this internal loan and notes the following:


Original amount borrowed





$1,000,000.00

Outstanding balance following the July 1, 2004 debt service payment:


Recorded in fund 18-Unrestricted Plant



$   404,000.00


Recorded in fund 48-Plant Fund – Net Investment


$   500,000.00


Interest accrued since July 1, 2004




$     11,180.00

Project-to-date expenses






$   700,000.00

The SAD charges UM for the $11,180 in accrued interest by following the steps previously described in this document for charging the campuses for debt service and applying the debt service payments.
The SAD posts the following entry to the ‘ACTUALS’ ledger to reverse the outstanding internal loan balances:


[image: image23.emf]LEDGER BU DEPT FUNDPROGRAMPROJECTACCOUNTCLASS AMOUNT Jnl Line Description

ACTUALSUMS05 5000005 18 59411 5000099 23010 404,000.00     Payoff loan

ACTUALSUMS05 5000005 48 59411 23010 (500,000.00)    Payoff loan

ACTUALSUMS08 8150100 00 87627 12024 (904,000.00)    Payoff loan

ACTUALSUMS088000099 00 13900 904,000.00     Inter unit

ACTUALSUMS055000099 00 13900 (904,000.00)    Inter unit



The SAD posts the following entry to the ‘ACTUALS’ ledger to reverse prior entries made to reclassify the System’s net assets related to the internal loan.

[image: image24.emf]LEDGER BU DEPT FUNDPROGRAMPROJECTACCOUNTCLASS AMOUNT Jnl Line Description

ACTUALSUMS08 8000005 48 87627 81800 500,000.00     Rev prior entry

ACTUALSUMS08 8000005 18 87627 74800 (500,000.00)    Rev prior entry


The SAD posts the following entry to the ‘ACTUALS’ ledger to move the original loan proceeds back to the control project:


[image: image25.emf]LEDGER BU DEPT FUND PROGRAM PROJECTACCOUNTCLASS AMOUNT Jln Line Description

ACTUALSUMS05 5750970 18 59411 5100021 81800 904,000.00      Reverse funding

ACTUALSUMS05 5000005 18 59411 5000099 71800 (904,000.00)     Reverse funding


The SAD posts the following entry to the ‘ACTUALS’ ledger to move the expenses from the combination of internal loan + project to the combination of revenue bond program + project:


[image: image26.emf]LEDGER BU DEPT FUND PROGRAM PROJECTACCOUNTCLASS AMOUNT Jln Line Description

ACTUALSUMS05 5750970 28 592XX 510021 67100 604,000.00       Move expenses

ACTUALSUMS05 5750970 18 59411 5100021 67100 (604,000.00)      Move expenses


The SAD posts the following entry to the ‘BUDGET’ ledger to reduce the internal loan budget to the amount of the internal loans that the campus previously repaid:  

[image: image27.emf]LEDGER BU DEPT FUNDPROGRAMPROJECTACCOUNTCLASS AMOUNT Jln Line Description

BUDGET UMS055750970 18 59411 5100021 81800 904,000.00     Rev budget

BUDGET UMS055750970 18 59411 5100021 67100 (904,000.00)    Rev budget


Below are representations of the GL Inquiry displays you would see for the System’s project 5100021-Walsh Hockey Ctr Expansion after the above entries are recorded: 
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_1176484198.xls
Sheet1

		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		ACTUALS		UMS05		5750970		18		59411		5100021		81800				100,000.00		Reverse funding

		ACTUALS		UMS05		5000005		18		59411		5000099		71800				(100,000.00)		Reverse funding
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Sheet1

		

		Fiscal Year:				2004		Accounting Period:						12-June

		Business Unit:				UMS08		UMS System-Wide Services

		Department:				8150100		Accounting

		Fund Code:				18		Unrestricted Plant

		Program:				87627		Notes Receivable

		Project:

		Operating Unit:

		Assets/Liabilities

		Account		 Description				Class		Beginning of Year		Beginning of Month		Current Month		Year-to-Date Activity		Current Balance

		31800		Net Assets Unrestricted Plt						0.00		0.00		0.00		0.00		0.00

		Revenues/Expenses

								Class		Base Budget		Current Budget		Current Month		Year-to-Date		Project-to-date		Encumb		Balance Available

		74800		Trfr To Plant Net Investmnt						0.00		0.00		500,000.00		500,000.00		500,000.00				-500,000.00

				Net						0.00		0.00		500,000.00		500,000.00		500,000.00		0.00		-500,000.00
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		ACTUALS		UMS05		5750970		18		59411		5100021		81800				904,000.00		Reverse funding

		ACTUALS		UMS05		5000005		18		59411		5000099		71800				(904,000.00)		Reverse funding
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Sheet1

		

		Fiscal Year:				2004		Accounting Period:						11-May

		Business Unit:				UMS05		University of Maine

		Department:				5000005		Plant Fund Administration

		Fund Code:				18		Unrestricted Plant

		Program:				59411		Int Loan Walsh Center

		Project:				5000099		Int Loan Control Project

		Operating Unit:

		Assets/Liabilities

		Account		 Description				Class		Beginning of Year		Beginning of Month		Current Month		Year-to-Date Activity		Current Balance

		23010		Notes Payable - Internal						0.00		0.00		-1,000,000.00		-1,000,000.00		-1,000,000.00

		Revenues/Expenses

								Class		Base Budget		Current Budget		Current Month		Year-to-Date		Project-to-date		Encumb		Balance Available

		71800		Transfers To Plant Unrestr						0.00		0.00		1,000,000.00		1,000,000.00		1,000,000.00		0.00		-1,000,000.00

				Net						0.00		0.00		1,000,000.00		1,000,000.00		1,000,000.00		0.00		-1,000,000.00
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		Fiscal Year:				2004		Accounting Period:						12-June

		Business Unit:				UMS05		University of Maine

		Department:				5000005		Plant Fund Administration

		Fund Code:				18		Unrestricted Plant

		Program:				59411		Int Loan Walsh Center

		Project:				5000099		Int Loan Control Project

		Operating Unit:

		Assets/Liabilities

		Account		 Description				Class		Beginning of Year		Beginning of Month		Current Month		Year-to-Date Activity		Current Balance

		23010		Notes Payable - Internal						0.00		-1,000,000.00		500,000.00		-500,000.00		-500,000.00

		Revenues/Expenses

								Class		Base Budget		Current Budget		Current Month		Year-to-Date		Project-to-date		Encumb		Balance Available

		84800								0.00		0.00		-500,000.00		-500,000.00		-500,000.00				500,000.00

		71800		Transfers To Plant Unrestr						0.00		0.00		0.00		1,000,000.00		1,000,000.00				-1,000,000.00

				Net						0.00		0.00		-500,000.00		500,000.00		500,000.00		0.00		-500,000.00
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		Fiscal Year:				2004		Accounting Period:						12-June

		Business Unit:				UMS05		University of Maine

		Department:				5750970		Fac Admin Capital Projects

		Fund Code:				18		Unrestricted Plant

		Program:				59411		Int Loan Walsh Center

		Project:				5100021		Walsh Hockey Ctr Expansion

		Operating Unit:

		Revenues/Expenses

		Account		 Description				Class		Base Budget		Current Budget		Current Month		Year-to-Date		Project-to-Date		Encumb		Balance Available

		82800		Transfers from Restr Plant						0.00		-96,000.00		904,000.00		904,000.00		-96,000.00		0.00		0.00

		 		Total Revenues and Transfers				 		0.00		-96,000.00		904,000.00		904,000.00		-96,000.00		0.00		0.00

		67100		Main construction contract				 		0.00		96,000.00		-904,000.00		-704,000.00		96,000.00		0.00		0.00

				Total Expenses & Transfers						0.00		96,000.00		-904,000.00		-704,000.00		96,000.00		0.00		0.00

		 		Net				 		0.00		0.00		0.00		200,000.00		0.00		0.00		0.00
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		BUDGET		UMS05		5750970		18		59411		5100021		81800				904,000.00		Rev budget

		BUDGET		UMS05		5750970		18		59411		5100021		67100				(904,000.00)		Rev budget
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		ACTUALS		UMS05		5750970		28		592XX		510021		67100				604,000.00		Move expenses

		ACTUALS		UMS05		5750970		18		59411		5100021		67100				(604,000.00)		Move expenses
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		Fiscal Year:				2004		Accounting Period:						12-June

		Business Unit:				UMS05		University of Maine

		Department:				5750970		Fac Admin Capital Projects

		Fund Code:				28		Restricted Plant

		Program:				592xx		University Revenue Bonds

		Project:				5100021		Walsh Hockey Ctr Expansion

		Operating Unit:

		Revenues/Expenses

		Account		 Description				Class		Base Budget		Current Budget		Current Month		Year-to-Date		Project-to-Date		Encumb		Balance Available

		82800		Transfers from Restr Plant						0.00		-904,000.00		-904,000.00		-904,000.00		-904,000.00		0.00		0.00

		 		Total Revenues and Transfers				 		0.00		-904,000.00		-904,000.00		-904,000.00		-904,000.00		0.00		0.00

		67100		Main construction contract				 		0.00		904,000.00		604,000.00		604,000.00		604,000.00		0.00		300,000.00

				Total Expenses & Transfers						0.00		904,000.00		604,000.00		604,000.00		604,000.00		0.00		300,000.00

		 		Net				 		0.00		0.00		-300,000.00		-300,000.00		-300,000.00		0.00		300,000.00
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jnl Line Description

		ACTUALS		UMS05		5000005		18		59411		5000099		23010				404,000.00		Payoff loan

		ACTUALS		UMS05		5000005		48		59411				23010				(500,000.00)		Payoff loan

		ACTUALS		UMS08		8150100		00		87627				12024				(904,000.00)		Payoff loan

		ACTUALS		UMS08		8000099		00						13900				904,000.00		Inter unit

		ACTUALS		UMS05		5000099		00						13900				(904,000.00)		Inter unit






_1176486678.xls
Sheet1

		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jnl Line Description

		ACTUALS		UMS08		8000005		48		87627				81800				500,000.00		Rev prior entry

		ACTUALS		UMS08		8000005		18		87627				74800				(500,000.00)		Rev prior entry
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		Fiscal Year:				2004		Accounting Period:						12-June

		Business Unit:				UMS08		UMS System-Wide Services

		Department:				8150100		Accounting

		Fund Code:				48		Plant Fund - Net Investment

		Program:				87627		Notes Receivable

		Project:

		Operating Unit:

		Assets/Liabilities

		Account		 Description				Class		Beginning of Year		Beginning of Month		Current Month		Year-to-Date Activity		Current Balance

		34800		Net Assets Unrestricted Plt						0.00		0.00		0.00		0.00		0.00

		Revenues/Expenses

								Class		Base Budget		Current Budget		Current Month		Year-to-Date		Project-to-date		Encumb		Balance Available

		81800		Transfers From Plant Unrestr						0.00		0.00		-500,000.00		-500,000.00		-500,000.00				500,000.00

				Net						0.00		0.00		-500,000.00		-500,000.00		-500,000.00		0.00		500,000.00
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		ACTUALS		UMS05		5750970		18		59411		5100021		81800				100,000.00		Move funding

		ACTUALS		UMS05		5750970		18		59411		5100032		81800				(100,000.00)		Move funding
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jnl Line Description

		ACTUALS		UMS08		8000005		18		87627				74800				500,000.00		Xfer loan

		ACTUALS		UMS08		8000005		48		87627				81800				(500,000.00)		Xfer loan
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		Fiscal Year:				2004		Accounting Period:						12-June

		Business Unit:				UMS08		UMS System-Wide Services

		Department:				8150100		Accounting

		Fund Code:				00		Unrestricted E&G

		Program:				87627		Notes Receivable

		Project:

		Operating Unit:

		Assets/Liabilities

		Account		 Description				Class		Beginning of Year		Beginning of Month		Current Month		Year-to-Date Activity		Current Balance

		12024		Internal Loans Receivable						0.00		904,000.00		0.00		904,000.00		904,000.00
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jnl Line Description

		ACTUALS		UMS05		5000005		18		59411		5000099		23010				500,000.00		Xfer loan

		ACTUALS		UMS05		5000005		48		59411				23010				(500,000.00)		Xfer loan

		ACTUALS		UMS05		5000005		48		59411				71800				500,000.00		Xfer loan

		ACTUALS		UMS05		5000005		18		59411		5000099		84800				(500,000.00)		Xfer loan
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		ACTUALS		UMS05		5000005		18		59411		5000099		23010				96,000.00		Reduce loan

		ACTUALS		UMS05		5000005		19		59011				66001				4,000.00		Interest paid

		ACTUALS		UMS08		8150100		00		87627				12024				(96,000.00)		Reduce loan

		ACTUALS		UMS08		8400100		00		87627				44100				(4,000.00)		Interest paid

		ACTUALS		UMS05		5000099		00						13900				(100,000.00)		Inter unit

		ACTUALS		UMS08		8000099		00						13900				100,000.00		Inter unit
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jnl Line Description

		ACTUALS		UMS05		5865122		00						71911				205,649.00		Internal loan principal

		ACTUALS		UMS05		5865122		00						71912				3,527.00		Internal loan interest

		ACTUALS		UMS05		5000005		19		59011				80000				(209,176.00)		Debt svc payment
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jnl Line Description

		ACTUALS		UMS05		5000005		19		59011				74800				205,649.00		Xfer principal pymt

		ACTUALS		UMS05		5000005		48		59411				81001				(205,649.00)		Xfer principal pymt

		ACTUALS		UMS05		5000005		48		59411				23010				205,649.00		Reduce payable

		ACTUALS		UMS08		8150100		00		87627				12024				(205,649.00)		Reduce receivable

		ACTUALS		UMS05		5000005		19		59011				66001				3,527.00		Intl loan int exp

		ACTUALS		UMS08		8400100		00		87627				44100				(3,527.00)		Intl loan int income

		ACTUALS		UMS08		8000099		00						13900				209,176.00

		ACTUALS		UMS05		5000099		00						13900				(209,176.00)

				To record interest expense and corresponding revenue and to reduce the payable and receivable

				for internal loans.
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		ACTUALS		UMS05		5000005		18		59411		5000099		71900				4,000.00		Interest portion

		ACTUALS		UMS05		5000005		19		59011				81800				(4,000.00)		Interest portion
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		ACTUALS		UMS05		5000005		18		59411		5000099		71800				1,000,000.00		Loan proceeds

		ACTUALS		UMS05		5750970		18		59411		5100021		81800				(1,000,000.00)		Loan proceeds
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		Fiscal Year:				2004		Accounting Period:						11-May

		Business Unit:				UMS05		University of Maine

		Department:				5750970		Fac Admin Capital Projects

		Fund Code:				18		Unrestricted Plant

		Program:				59411		Int Loan Walsh Center

		Project:				5100021		Walsh Hockey Ctr Expansion

		Operating Unit:

		Revenues/Expenses

		Account		 Description				Class		Base Budget		Current Budget		Current Month		Year-to-Date		Project-to-Date		Encumb		Balance Available

		81800		Transfers from Unrestr Plant						0.00		-1,000,000.00		-1,000,000.00		-1,000,000.00		-1,000,000.00		0.00		0.00

		 		Total Revenues				 		0.00		-1,000,000.00		-1,000,000.00		-1,000,000.00		-1,000,000.00		0.00		0.00

		67100		Main construction contract				 		0.00		1,000,000.00		0.00		0.00		0.00		0.00		1,000,000.00

				Total Expenses & Transfers						0.00		1,000,000.00		0.00		0.00		0.00		0.00		1,000,000.00

		 		Net				 		0.00		0.00		-1,000,000.00		-1,000,000.00		-1,000,000.00		0.00		1,000,000.00
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		BUDGET		UMS05		5750970		18		59411		5100021		81800				100,000.00		Reduce rev budget

		BUDGET		UMS05		5750970		18		59411		5100021		67100				(100,000.00)		Reduce exp budget
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		BUDGET		UMS05		5750970		18		59411		5100021		81800				100,000.00		Move rev budget

		BUDGET		UMS05		5750970		18		59411		5100032		81800				(100,000.00)		Move rev budget

		BUDGET		UMS05		5750970		18		59411		5100032		67100				100,000.00		Move exp budget

		BUDGET		UMS05		5750970		18		59411		5100021		67100				(100,000.00)		Move exp budget
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		Fiscal Year:				2004		Accounting Period:						12-June

		Business Unit:				UMS05		University of Maine

		Department:				5750970		Fac Admin Capital Projects

		Fund Code:				18		Unrestricted Plant

		Program:				59411		Int Loan Walsh Center

		Project:				5100021		Walsh Hockey Ctr Expansion

		Operating Unit:

		Revenues/Expenses

		Account		 Description				Class		Base Budget		Current Budget		Current Month		Year-to-Date		Project-to-Date		Encumb		Balance Available

		81800		Transfers from Unrestr Plant						0.00		-900,000.00		100,000.00		-900,000.00		-900,000.00		0.00		0.00

		 		Total Revenues and Transfers				 		0.00		-900,000.00		100,000.00		-900,000.00		-900,000.00		0.00		0.00

		67100		Main construction contract				 		0.00		900,000.00		0.00		500,000.00		500,000.00		0.00		400,000.00

				Total Expenses & Transfers						0.00		900,000.00		0.00		500,000.00		500,000.00		0.00		400,000.00

		 		Net				 		0.00		0.00		100,000.00		-400,000.00		-400,000.00		0.00		400,000.00
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		ACTUALS		UMS08		8150100		00		87627				12024				1,000,000.00		Loan proceeds

		ACTUALS		UMS05		5000005		18		59411		5000099		23010				(1,000,000.00)		Loan proceeds

		ACTUALS		UMS05		5000099		00						13900				1,000,000.00		Inter unit

		ACTUALS		UMS08		8000099		00						13900				(1,000,000.00)		Inter unit
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		LEDGER		BU		DEPT		FUND		PROGRAM		PROJECT		ACCOUNT		CLASS		AMOUNT		Jln Line Description

		BUDGET		UMS05		5750970		18		59411		5100021		67100				1,000,000.00		Internal loan

		BUDGET		UMS05		5750970		18		59411		5100021		81800				(1,000,000.00)		Internal loan






_1176014967.xls
Sheet1

												Responsible Party:

		Procedures				Sequence		Timing				SAD		Campus

		General

		»		Request creation  of a program code for the internal loan.		1		At issuance				X

		»		Request creation of control project.		1		At issuance				X

		»		Request creation of program code for the debt service reserve.		1		At issuance				X

		Record Issuance of the Loan				2		At issuance				X

		Fund and Manage the Projects

		»		Identify existing projects or request creation of new projects.		3		At issuance						X

		»		Post balanced budgets for each identified project.		4		At issuance				X

		»		Move loan proceeds to the individual project(s).		5		At issuance				X

		»		Spend the loan monies on qualified expenses.		6+		Daily						X

		»		Determine whether original funding is still needed.		6+		Once				X		X

		»		Close the project(s).		6+		Once				X

		Debt  Service

		»		Charge the campuses for debt service.		6+		Varies				X

		»		Apply the debt service payment.		6+		Varies				X

		»		Transfer loans from unrestricted plant to plant fund invested.		6+		Year-end				X

		»		Record current portion of internal loans.		6+		Year-end				X

		Year-end Eliminations				6+		Year-end				X






