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1. [bookmark: _Toc295481291][bookmark: _Toc322422822][bookmark: _Ref446246429][bookmark: _Toc74718199][bookmark: _Toc74724966][bookmark: _Toc74725165]Purpose
This policy provides guidance for interfund activities, including loans, infrequent and frequent billing and accrual processes, reimbursements, services, and transfers.
1. [bookmark: _Toc295481292][bookmark: _Toc322422823]Scope
This policy applies to all state agencies and component unitsinstitutions, excluding community colleges.
1. Policy -– 345 Interfund Activities
Interfund activities are categorized as either:
· Amounts oweding between funds, including
Interfund loans and advancesInterfund loans
Interfund advances

INTERCAP loans
Due from/due to other fundsDue to/from other funds 

ReimbursementsInterfund reimbursements
· Interfund services provided and used
· Service arrangements
Inter-agency service agreement 
State Building Energy Conservation Program (SBECP)
· Interfund transfers and revenue/expense transactionsInterfund transfers
1. [bookmark: _Toc74718200][bookmark: _Toc74724967][bookmark: _Toc74725166][bookmark: _Toc295481294][bookmark: _Toc322422825][bookmark: _Ref446246422][bookmark: _Ref446246434]Interfund loans and advances
Interfund loans and advances arise when a fund provides resources to another fund with the expectation of eventual repayment.  The recipient fund records a liability and the paying fund records an asset.  Typically interfund loans and advances are nont-interest bearing unless otherwise provided for by legislative authorization.  If an interfund loan or advance is interest bearing, interest revenue and interest expense accounts should be used instead of transfers or other revenue and expense accounts.  Please contact DofA Accounting Bureau if you have any questions on recording interest bearing interfund loans or advances.
Interfund loans and advances are governed by Section 17-2-107, MCA.  Agencies must request interfund loan or advance approval by completing and submitting a form DA-120 to Department of Administration (DOofA) State Accounting Bureau (SAB)Accounting Bureau.  Agencies must include adequate information on or attached to the form DA-120 to address the loan criteria defined in statute.
Agencies must consider the substance of an interfund loan.  If there is little or no expectation of repayment, the transaction should be considered a transfer rather than an interfund loan.  Accordingly, GAAP specificallyGASB Statement No. 34, par. 112 requires that any portion of an interfund loan that is not expected to be repaid within a reasonable time be reclassified as a transfer.
3. [bookmark: _Toc74718201][bookmark: _Toc74724968][bookmark: _Toc74725167][bookmark: _Toc295481295][bookmark: _Toc322422826]Interfund loans
Interfund loans are short-term loans (usually up to one year) made by one fund to another fund with the expectation of eventual repayment.  These activities are recorded using accounts 1501 – Inter-Entity Loans Receivable and 2102 – interfund lLoans pPayable and 1501 – interfund loans receivable, and require SABAccounting Bureau approval prior to posting.  Statewide, the total recorded in account 1501 must equal the total recorded in account 2102.  Loans within an agency are recorded with an ONL journal; loans from the General Fund are recorded with an inter-unit journal (IUJ).
0. [bookmark: _Toc74718202][bookmark: _Toc74724969][bookmark: _Toc74725168][bookmark: _Toc295481296][bookmark: _Toc322422827]Approval process: - Department of Administration – SAB 
Any interfund loan requested by an agency, except for universities and colleges, must be requested by the fund’s administering agency then approved by requires DofA SABAccounting Bureau approval before being processed and must be requested by the fund’s administrating agency. Any fund requesting an interfund loan must liquidate Short-term Investment Pool (STIP) investments prior to requesting an interfund loan. An agency can be requesting a loan and have another fund that does have STIP and not be required to sell the STIP in the other fund as that fund is not requesting the loan.  The agency requesting the loan is required to provide to DofA SABAccounting Bureau reasonable evidence that revenue will be sufficient to repay the loan within one calendar year of the date the loan is approved. Under unusual circumstances, loans may be extended up to one additional calendar year upon approval by the director of DOAthe Department of Administration.  The loan shall not bear interest.  Agencies receiving interfund loans from the General Fund in interest bearing funds shall not invest (including the purchase of STIP) the loan proceeds for their own benefit.
Agencies whose loans will be repaid by federal or third party billings must certify to DofA SABAccounting Bureau on a monthly basis their timely billing status.  If the agency fails to certify a timely billing status, DofA SABAccounting Bureau willmay cancel the loan and return the funds to their original source.
Funds types (all funds within a singleeach fund type: (general, state special revenue, federal special revenue, capital projects, debt service, enterprise, internal service, agency, pension trust, investment trust, and private purpose funds)  may not have a negative cash balance at fiscal year-end.  DofA Accounting Bureau may, however, allow a fund type within each agency to carry a negative balance at any point during the fiscal year if the negative cash balance does not exist for more than seven workings days at any point during the year.  Negative cash is not allowed at fiscal year-end, at which time funds are measure on an individual basis (rather than a fund type basis).  If a fund has a negative cash balance at fiscal year-end, an interfund loan must be established.  Before a loan is set up with the General Fund, it should first be determined if a loan can be established withinbetween the agency.fund with the negative cash balance and another fund within the same agency.  If it is not possible to establish a loan in a fund within the agency, the loan may be established with the General Fund.  Please contact DofA Accounting Bureau to discuss establishing an interfund loan due to a negative cash balance at fiscal year-end.
An exception to the DofA SABAccounting Bureau loan approval process occurs for the purpose of supplying deficiencies in the General Fund.  The State Treasurer may temporarily borrow from other treasury funds, excluding pension trust funds, providing that the loan is recorded in the state accounting records.  A fund may not be so impaired that all proper demands on the fund cannot be met.  The loan does not bear interest, unless the loan is made from a fund that retains its own interest.  In those cases, the State Treasurer, based on the estimated interest rate, shall establish the interest rate the funds would have earned if the funds had not been borrowed.
0. [bookmark: _Toc74718203][bookmark: _Toc74724970][bookmark: _Toc74725169][bookmark: _Toc295481297][bookmark: _Toc322422828]Approval process: - Office of the Commissioner of Higher Education (OCHE)
Any interfund loan, requested by a university (or related campus), college or college of technology, requires the approval of OCHEby the Commissioner of Higher Education before being processed.  The entity (university, college, etc.) requesting the loan is required to recordenter the loan on its financial records (which will update SABHRS) and to provide OCHEthe Commissioner of Higher Education reasonable evidence that income will be sufficient to repay the loan within one calendar year of the date the loan is approved.  A fund (e.g., current) or subfund (e.g., unrestricted, restricted, designated, auxiliary) receiving or making a loan may not be so impaired that all proper demands on the fund or subfund cannot be met even if the loan is extended.  Under unusual circumstances, loans may be extended up to one additional calendar year upon approval ofby the Board of Regents.  Requests for loans or loan extensions of loans must be submitted to OCHEthe Commissioner of Higher Education on the forms prescribed by that office.
Section 17-2-107(2)(b)(ii) MCA requires universities (and related campuses), colleges, or colleges of technology to establish one fund within each fund type, or subfund type, for the purpose of recording loans.  This is the only fund within each fund type, or subfund type, that may receive or make a loan.  Any loan from the current unrestricted fund to the auxiliary, student loan, endowment, plant and agency funds must bear interest at a rate equivalent to the previous fiscal year’s average rate of return on the Board of Investment’s’ STIPshort term investment pool.  
0. [bookmark: _Toc74718204][bookmark: _Toc74724971][bookmark: _Toc74725170][bookmark: _Toc295481298][bookmark: _Toc322422829]Accounting entries 
The following entries reflect examples of an interfund short-term loan (the entries do not vary with fund type).  Assume that the motor pool internal service fund (065) borrows $90,000 from a state special revenue fund (02).  Because the loan is within the agency, the entry is recorded as an ONL.
	To record the interfund loan receivable in the state special revenue fund.
State special revenue fund

	Debit
	1501
	Inter-Entityfund lLoans rReceivable
	90,000

	Credit
	1104
	Cash iIn bBank
	90,000



	To record the interfund loan payable in the motor pool internal service fund.
Internal service fund

	Debit
	1104
	Cash iIn bBank
	90,000

	Credit
	2102
	Interfund lLoans pPayable
	90,000



	To record payment of interfund loan to the motor pool internal service fund.
State Special revenue fund

	Debit
	1104
	Cash iIn bBank
	90,000

	Credit
	1501
	Inter-Entityfund lLoans rReceivable
	90,000



	To record repayment of the interfund loan to the state special revenue fund.

	Debit
	2102
	Interfund lLoans pPayable
	90,000

	Credit
	1104
	Cash iIn bBank
	90,000


3. [bookmark: _Toc74718205][bookmark: _Toc74724972][bookmark: _Toc74725171][bookmark: _Toc295481299][bookmark: _Toc322422830]Interfund Advances (Revised 1/31/12)
Advances are long-term loans (usually more than one year) made by one fund to another fund.  These activities are recorded using accounts 2202 – aAdvances fFrom oOther fFunds and 1903 – aAdvances tTo oOther fFunds, and require DOofA SABAccounting Bureau approval prior to posting. Statewide, the total recorded in account 1903 must equal the total recorded in account 2202.
In the gGeneral fFund only, an additional entry is required at fiscal year-end to reclassify the Nnonspendable portion of fund balance as a result of outstanding advances made from the gGeneral fFund to other funds. This fiscal year-end entry is created by the DOA for the entire General FundDepartment of Administration. 
1. [bookmark: _Toc74718206][bookmark: _Toc74724973][bookmark: _Toc74725172][bookmark: _Toc295481300][bookmark: _Toc322422831]Approval process
Section 17-2-107(8), MCA allows DOAthe Department of Administration to authorize loans (advances) to state and federal special revenue funds with long-term repayment whenever necessary due to the timing of the receipt of agreed upon reimbursements from federal, private or other governmental entity sources for disbursements made.  DofA SABAccounting Bureau may approve these long-term loans (advances) if the agency can demonstrate that the total loan balance does not exceed total receivables from federal, private or other governmental entity sources and receivables have been billed on a timely basis.  These long-term loans advances must be repaid under such terms and conditions as determined by DofA SABAccounting Bureau or by specific legislative authorization.
1. [bookmark: _Toc74718207][bookmark: _Toc74724974][bookmark: _Toc74725173][bookmark: _Toc295481301][bookmark: _Toc322422832]Accounting entries
The following entries reflect examples of a long-term advances.  Assume that a state special revenue fund (02) borrows a long-term loan of $35,000 from the General Fund.  Because the loan is with the General Fund, the entry is recorded as an IUJ.
	To record a long-term advanceloan receivable in the General Fund.
General Fund

	Debit
	1903
	Advances tTo oOther fFunds
	35,000

	Credit
	1104
	Cash iIn bBank
	35,000



	To record a long-term advanceloan payable in the state special revenue fund.
State special revenue fund

	Debit
	1104
	Cash iIn bBank
	35,000

	Credit
	2202
	Advances fFrom oOther fFunds
	35,000


Assume that the state special revenue fund (02) repays the advance from the General Fund.
	To record repayment of advance to the General Fund.
State special revenue fund

	Debit
	2202
	Advances fFrom oOther fFunds
	35,000

	Credit
	1104
	Cash iIn bBank
	35,000



	To record payment of advance from the state special revenue fund.
General Fund

	Debit
	1104
	Cash iIn bBank
	35,000

	Credit
	1903
	Advances tTo oOther fFunds
	35,000


1. [bookmark: _Toc74724975][bookmark: _Toc74725174][bookmark: _Toc295481302][bookmark: _Toc322422833][bookmark: _Ref446246463][bookmark: _Ref447723230][bookmark: _Ref447723240]INTERCAP loans provided to state agencies (including higher education units)
The Montana Board of Investments (BOI) administers the INTERCAP loan program.  The INTERCAP program provides low-interest loans for a wide variety of needs to Montana local governments.  Under this program, BOIthe Board issues tax-exempt bonds and loans the proceeds to eligible borrowers.  State agencies and the Montana uUniversity sSystem (MUS) may borrow INTERCAP funds for the purpose of financing or refinancing the acquisition and installation of equipment or personal and real property and infrastructure improvements.
Under current Governmental Accounting Standards Board (GASB) requirements, loans made to primary government funds under the INTERCAP program meet the definition of  “interfund activity”.  Under the interfund activity guidance, “interfund loans” should be recorded as interfund receivables in lender funds and interfund payables in borrower funds.  Loans made to discretely presented component units, under the INTERCAP program, meet the definition of “intra-entity activity”.  Under the intra-entity activity guidance, amounts payable and receivable between the primary government and it’s discretely presented component units or between those components should be reported on a separate line in the financial statements.
When recording transactions related to INTERCAP loans, state agencies and component units should not follow state accounting policy as it relates to long-term liability accounting.  These loans are not considered external debt; therefore, long-term liability accounting guidance does not apply.
4. [bookmark: _Toc74718209][bookmark: _Toc74724976][bookmark: _Toc74725175][bookmark: _Toc295481303][bookmark: _Toc322422834]Specific INTERCAP loan accounts
To ensure that the accounts are used appropriately, and are kept in balance in accordance with financial reporting requirements, agencies are asked to adhere to the following rules when using the accounts listed below:
· 1505 -– Interfund (INTERCAP) rReceivable (cCurrent): - This account is for BOIBoard of Investments use only.  An “open item key” iswill be required on the journal line.  BOI may record any information in this field that is meaningful to them.
· 2108 -– Interfund (INTERCAP) pPayable (cCurrent): - This account is for BOIBoard of Investments use only.  An “open item key” is not required on the journal lines.
· 1914 -– Interfund (INTERCAP) rReceivable – NC (non-current): - This account is for BOIBoard of Investments use only.  An “open item key” iswill be required on the journal line.  BOI may record any information in this field that is meaningful to them.
· 2206 -– Interfund (INTERCAP) pPayable – NCnon-current (state agencies and component units, other than MUSnon-higher education unit use only): - BOIBoard of Investments will uses this account when recording the current/non-current entry on behalf of non-higher education unit borrower funds, at year-end.  An “open item key” iswill be required on the journal line.  BOI may record any information in this field that is meaningful to them.
Non-higher education unit borrower funds willState agencies and component units, other than MUS, use the 2206 account to record both draws (receipt of proceeds) and principal repayments.
· At a minimum, borrower funds are required to include an “open item key” on the journal line that represents the loan number as assigned by BOI.  The open item key data will assist DofA SABAccounting Bureau in reconciling borrower fund balances to the BOI records.  
· It is preferable for bBorrower funds shouldto include an “open item key” on the journal line that represents both the loan and draw number.  For example, 0884-01 (where 0884 represents the loan number# and 01 represents the draw number#).  The loan and draw numbers are assigned by BOI.  The open item key data will assist DofA SABAccounting Bureau in reconciling borrower fund balances to the BOI records.  
· Agencies should consistently use either the loan number# or the loan and& draw number# in the open item key field.
· 2206A -– Interfund (INTERCAP) pPayable – NC (MUS)non-current (higher education unit use only):  - For this account, aAn “open item key” is not required on the journal lines.  BOIBoard of Investments will uses the 2206A account when recording the current/non-current entry on behalf of MUShigher education unit borrower funds, at year-end.  Higher education unit borrowerMUS funds will use the 2206A account to record both draws (receipt of proceeds) and principal repayments.
4. [bookmark: _Toc74718210][bookmark: _Toc74724977][bookmark: _Toc74725176][bookmark: _Toc295481304][bookmark: _Toc322422835]Accounting entries in the lender fund
The lender fund is the Economic Development Bond fund administered by BOIthe Board of Investments.  All entries are to be recorded in the aActuals lLedger.
1. [bookmark: _Toc74718211][bookmark: _Toc74724978][bookmark: _Toc74725177][bookmark: _Toc295481305][bookmark: _Toc322422836]Loan issuance
	To record loan issuance, or a draw on an existing loan.

	Debit
	1914 
	Interfund (INTERCAP) rReceivable – NCnon-current

	Credit
	11XX
	Appropriate cash account


1. [bookmark: _Toc74718212][bookmark: _Toc74724979][bookmark: _Toc74725178][bookmark: _Toc295481306][bookmark: _Toc322422837]Loan repayment
	To record loan repayment.

	Debit
	11XX
	Appropriate cash account

	Credit
	1914
	Interfund (INTERCAP) rReceivable – NCnon-current

	Credit
	5XXXXX
	Appropriate interest revenue account1 (see note below regarding appropriate program year)


1The program year used on the revenue line should be the year the payment is received.
1. [bookmark: _Toc74718213][bookmark: _Toc74724980][bookmark: _Toc74725179][bookmark: _Toc295481307][bookmark: _Toc322422838]Current/non-current entry required at year-end
	Adjustment needed at fiscal year-end to separatebreak out the current (amount that will be paid during the next fiscal year) and non-current portions of the INTERCAP receivable.
This entry should then be reversed after fiscal year-end.

	Debit
	1505
	Interfund (INTERCAP) rReceivable – cCurrent

	Credit
	1914
	Interfund (INTERCAP) rReceivable – NCnon-current


[bookmark: _Toc67276222][bookmark: _Toc74718214][bookmark: _Toc74724981][bookmark: _Toc74725180][bookmark: _Toc295481308][bookmark: _Toc322422839]Interest accrual entry required at year-end
	Accrue interest receivable at fiscal year-end (the interest revenue that has accrued between the last payment date and the year-end date).
This entry should then be reversed after fiscal year-end close. 

	Debit
	1306
	Due fFrom oOther BU or fFund

	Credit
	5XXXXX
	Appropriate interest revenue account1 (see note below regarding appropriate program year)


1The program year used on the revenue line for the accrual entry should be the same year the accrual is recorded in.  The program year used on the revenue line for the reversal should be the same year the reversal is recorded in.
4. [bookmark: _Toc74718215][bookmark: _Toc74724982][bookmark: _Toc74725181][bookmark: _Toc295481309][bookmark: _Toc322422840]Accounting entries in the borrower fund: – state agencies and component units, other that MUSnon-higher education units
All state agencies and component units, other than MUSnon-higher education unit entries (regardless of the fund type) are to be recorded in the aActuals lLedger.
2. [bookmark: _Toc74718216][bookmark: _Toc74724983][bookmark: _Toc74725182][bookmark: _Toc295481310][bookmark: _Toc322422841]Loan receipt
	To record the receipt of loan proceeds, or a draw on an existing loan.
This entry must be recorded in the fund responsible to repay the loan.

	Debit
	11XX
	Appropriate cash account

	Credit
	2206 1
	Interfund (INTERCAP) payable – non-current


1 Account 2206 requires an “open item key” value.  At a minimum, this must be the loan number#.  It is preferred that agencies include both the loan and draw number# in the open item key field, entered in the following format:  XXXX-ZZ, where XXXX is the loan number# and ZZ is the draw number#.  The loan and draw number are assigned by the BOIBoard of Investments.  Agencies should consistently use either the loan number# or the loan and& draw number# in the open item key field.
	If the loan proceeds are expended in a different fund than the one responsible for repayment, the loan proceeds must first be deposited in the fund responsible for repayment (refer to the accounting entry above), and then transferred to the other fund.

	Record in the fund responsible to repay the loan.

	Debit
	68XXX
	Non-budgeted transfer-out
	

	Credit
	11XX
	Appropriate cash account
	

	Record in the fund that will expend the proceeds.

	Debit
	11XX
	Appropriate cash account
	

	Credit
	582XXX
	Non-budgeted transfer-in
	


[bookmark: _Toc74718217][bookmark: _Toc74724984][bookmark: _Toc74725183][bookmark: _Toc295481311][bookmark: _Toc322422842]
2. Loan repayment
	To record loan repayment.
This entry must be recorded in the fund responsible to repay the loan.

	Debit
	2206 1
	Interfund (INTERCAP) pPayable – NCnon-current

	Debit
	69202
	Loan iInterest2 (see note below regarding appropriate program year)

	Credit
	11XX
	Appropriate cash account


The program year used on the loan interest line should be the year the payment is made.
1 Account 2206 requires an “open item key” value.  At a minimum, this must be the loan number#.  It is preferred that agencies include both the loan and draw numbers# in the open item key field, entered in the following format:  XXXX-ZZ, where XXXX is the loan number# and ZZ is the draw number#.  The loan and draw number are assigned by the BOIBoard of Investments.  Agencies should consistently use either the loan number# or the loan and& draw number# in the open item key field.
2The program year used should be the year the payment is made.

2. [bookmark: _Toc74718218][bookmark: _Toc74724985][bookmark: _Toc74725184][bookmark: _Toc295481312][bookmark: _Toc322422843]Current/non-current entry required at year-end
BOIThe Board of Investments, on the agency’s behalf, will record this entry.  For each loan/draw, agencies are required to provide the BOIBoard of Investments with the business unit and fund number the journal is to be recorded in.  This should be the fund responsible to repay the loan.  This information must be provided prior to June 30th of each fiscal year (or December 31st for Montana State Fund).
	Adjustment needed at fiscal year-end to separatebreak-out the current (amount that will be paid during the next fiscal year) and non-current portions of the INTERCAP payable.  
This entry should then be reversed after fiscal year-end.

	Debit
	2206 21
	Interfund (INTERCAP) pPayable – NCnon-current
	

	Credit
	2108
	Interfund (INTERCAP) pPayable – cCurrent
	


21 Account 2206 requires the use of an “open item key” value, but BOIthe Board of Investments is not required to input the loan number#.  This agency may input any information in this field that is meaningful to them.
2. [bookmark: _Toc74718219][bookmark: _Toc74724986][bookmark: _Toc74725185][bookmark: _Toc295481313][bookmark: _Toc322422844]Interest accrual entry required at year-end
BOIThe Board of Investments, on the agency’s behalf, will record this entry.  For each loan/draw agencies are required to provide the BOIBoard of Investments with the business unit and fund number that the accrual journal is to be recorded in.  This should be the fund responsible forto repaying the loan.  Agencies must also provide the relevant coding for the interest expense account line (at a minimum, this should include the “Org” coding).  This information must be provided prior to June 30th of each fiscal year (or December 31st for Montana State Fund).
	Accrue interest payable at fiscal year-end (the interest expense that has accrued between the last payment date and the year-end date).
This entry should then be reversed after fiscal year-end close. 

	Debit
	69204
	Int. on Interfund Loans – NB1non-budgeted (see note below regarding appropriate program year)

	Credit
	2106B
	Due to oOther BU or fFund -– B


1The program year used on the account 69204 line for the accrual entry should be the same year the accrual is recorded in.  The program year used on the account 69204 line for the reversal should be the same year the reversal is recorded in.
4. [bookmark: _Toc295481314][bookmark: _Toc322422845]Accounting entries in the borrower fund: – MUShigher education units
All MUShigher education unit entries (regardless of the fund type) are to be recorded in the aActuals lLedger.
3. [bookmark: _Toc295481315][bookmark: _Toc322422846]Loan receipt
	To record the receipt of loan proceeds, or a draw on an existing loan.
This entry must be recorded in the fund responsible forto repaying the loan.

	Debit
	11XX
	Appropriate cash account

	Credit
	2206A 
	Interfund (INTERCAP) pPayable – NCnon-current – (Higher eEd)ucation use only

	If the loan proceeds are expended in a different fund than the one responsible for repayment, the loan proceeds must first be deposited in the fund responsible for repayment (refer to the journal entry above), and then transferred to the other fund.

	Record in the fund responsible to repay the loan.

	Debit
	68XXX
	Non-budgeted transfer-out
	

	Credit
	11XX
	Appropriate cash account
	

	Record in the fund that will expend the proceeds.

	Debit
	11XX
	Appropriate cash account
	

	Credit
	582XXX
	Non-budgeted transfer-in
	


[bookmark: _Toc295481316][bookmark: _Toc322422847]
3. Loan repayment
	To record loan repayment.
This entry must be recorded in the fund responsible to repay the loan.

	Debit
	2206A
	Interfund (INTERCAP) pPayable – NCnon-current – (Higher eEd)ucation use only
	

	Debit
	69202
	Loan iInterest1 (see note below regarding appropriate program year)
	

	Credit
	11XX
	Appropriate cash account
	


1The program year used on the loan interest line should be the year the payment is made.
3. [bookmark: _Toc295481317][bookmark: _Toc322422848]Current/non-current entry required at year-end
BOIThe Board of Investments, on the agency’s behalf, will record this entry.  For each loan/draw agencies are required to provide BOIthe Board of Investments with the business unit and fund number the journal is to be recorded in.  This should be the fund responsible to repay the loan.  This information must be provided prior to June 30th of each fiscal year.
	Adjustment needed at fiscal year-end to separatebreak-out the current (amount that will be paid during the next fiscal year) and non-current portions of the INTERCAP payable.
This entry should then be reversed after fiscal year-end.

	Debit
	2206A
	Interfund (INTERCAP) pPayable – NCnon-current – (Higher eEd)ucation use only
	

	Credit
	2108
	Interfund (INTERCAP) pPayable – cCurrent
	


[bookmark: _Toc295481318][bookmark: _Toc322422849]
3. Interest accrual entry required at year-end
BOIThe Board of Investments, on the agency’s behalf, will record this entry.  For each loan/draw agencies are required to provide BOIthe Board of Investments with the business unit and fund number the journal is to be recorded in.  This should be the fund responsible to repay the loan.  Agencies must also provide the relevant coding for the interest expense account line (at a minimum, this should include the “Org” and “Sub-class” coding).  This information must be provided prior to June 30th of each fiscal year.  Although the SABHRS system will not require a sub-class to be entered on the account 69204 line, DofA SABAccounting Bureau requires BOIthe Board of Investments to include this information for MUSuniversity funds.
	Accrue interest payable at fiscal year-end (the interest expense that has accrued between the last payment date and the year-end date).
This entry should then be reversed after fiscal year-end. 

	Debit
	69204
	Int.erest on iInterfund lLoans – NB1non-budgeted (see note below regarding appropriate program year)
	

	Credit
	2106B
	Due tTo oOther BU or fFund - B
	


1The program year used on the account 69204 line for the accrual entry should be the same year the accrual is recorded in.  The program year used on the account 69204 line for the reversal should be the same year the reversal is recorded in.
4. [bookmark: _Toc295481319][bookmark: _Toc322422850]Higher education unitsMUS reporting
Due to system constraints on BANNER, the MUShigher education unitre is currently unable to include open-item information in SABHRS.  Therefore, these units are required to separately report their INTERCAP loan balances to DofA SABAccounting Bureau.
Higher education units will beMUS is required to provide a detailed schedulelist of each loan/draw balance, the total of which ties to the balance in SABHRS account 2206A.  Requests for this information will be made to Montana State University (MSU) and University of Montana (UofM) in the form of an e-mail, and the information must be received no later than 10 working days after the request is made.  The information will normally be requested for balances as of August 31st, February 28th and June 30th.  MSU and UofM should each provide one consolidated report for their campuses.  Below is the format required spreadsheet format(please provide a Microsoft Excel spreadsheet):
	Loan No.#
	Draw No.#
	Borrower (name of higher education unit)
	Draw amount
	Balance as of 
June 30, 201604

	XXXX
	XX
	MSU-Bozeman
	$50,000.00
	$28,222.55

	XXXX
	XX
	MSU-Great Falls
	$100,000.00
	$100,000.00

	Total per MSU records
	$128,222.55

	Total MSU in SABHRS account 2206A + 2108
	$128,222.55

	Difference (explanation required if not zero)
	$0.00


1. [bookmark: _Toc74718220][bookmark: _Toc74724987][bookmark: _Toc74725186][bookmark: _Toc295481320][bookmark: _Toc322422851][bookmark: _Ref446246481][bookmark: _Toc74718222][bookmark: _Toc74724989][bookmark: _Toc74725188]Due from/due to other funds
5. [bookmark: _Toc295481321][bookmark: _Toc322422852]Non-recurring and/or infrequent billing processes
Agencies that bill other state agencies or divisions for goods or services may use account 1306 – Due fFrom oOther BU or fFund for non-recurring and/or infrequent billing processes or 1823 – Due fFrom BU fFund cClearing for recurring and/or frequent billing processes (see Montana Operations Manual (MOM) policy, 345, section VI.B).  If accountusing the 1306 is used, the corresponding liability account, 2106B – Due to oOther BU or fFund -– B, must also be used, as it is required by SABHRS edits. Account 2106B is used towhen setting up the liability for goods purchased or services received from another state agency or division, or for accruals involving transfers.  These accounts are most often used at fiscal year-end when the revenue has been billed but not yet paid.  Account 1306 and account 2106B should also be used for accruals involving transfers.  Since every account 1306 entry must be offset with a corresponding account 2106B entry, there is an edit in SABHRS which requires these accounts to be balanced.  If they do not, the journal cannot be posted.  If the jJournals is between agencies must be, an IU or SWI journals must be used.
Both aAccounts 1306, 1823 and 2106B all require an open item value.  The first 5 digits are mandatory and must be the agency number to which the payable is owed (account 2106B) or from which the receivable is due (account 1306), as required by SABHRS edit. The remaining 25 digits are optional and are to be determined by the agency.  There is an edit in place in SABHRS to ensure that the first five digits of the open item are a valid business unit.
If the paying agency is using account 2403 – A Accruals (used in the A_Accrual Ledger only), which is an A-accrual (for items received after June 30 (or December 31st for Montana State Fund), the receiving agency should not userecord account 1306.
0. [bookmark: _Toc74718221][bookmark: _Toc74724988][bookmark: _Toc74725187][bookmark: _Toc295481322][bookmark: _Toc322422853]Accounting entries for non-recurring and/or infrequent billing processes
The following entries reflect an example of a typical due from/due to non-recurring transaction made at fiscal year-end and recorded in the aActuals lLedger.  Assume a state special revenue fund owes another agency in the General Fund of another agency, for merchandise received before June 30th, and will not be paid before fiscal year-end.  Both journals must be IU journals.
	To set up receivable for merchandise sold to a state special revenue fund
General Fund

	Debit
	1306
	Due fFrom oOther BU or fFund
	2,200

	Credit
	552001
	Merchandise sSales
	2,200



	To set up payable for merchandise purchased from the General Fund
State special revenue fund

	Debit
	62902
	Merchandise
	2,200

	Credit
	2106B
	Due to oOther BU or fFund -– B
	2,200



Now assume the state special revenue fund pays the General Fund for the merchandise after fiscal year-end.
	To receive payment from state special revenue fund for merchandise sold
General Fund

	Debit
	1104
	Cash iIn bBank
	2,200

	Credit
	1306
	Due fFrom oOther BU or fFund
	2,200



	To pay the General Fund for merchandise received
State special revenue fund

	Debit
	2106B
	Due to oOther BU or fFund -– B
	2,200

	Credit
	1104
	Cash iIn bBank
	2,200


5. [bookmark: _Toc295481323][bookmark: _Toc322422854]Recurring and/or frequent billing and accrual processes
Agencies that bill other agencies or divisions on a recurring and/or frequent basis throughout the year for goods or services may record the receivable in account 1823 –- Due from BU fFund cClearing if there is not a corresponding 2106B.  Also, agencies who need to set up a liability for recurring and or/frequent accruals may use account 2558 – –Due to BU fFund cClearing for goods purchased or services received from another state agency or division if there is not a corresponding 1306 account.  However, this does not prohibit an agency from booking a 1306 and 2106B for recurring and/or frequent transactions.  At fiscal year-end, both 1823 and 2558 must have a zero balance.
Both accounts 1823 and 2558 require an open item value.  The first 5 digits are mandatory and must be the agency from which the receivable/payable is due, as required by SABHRS edit.  The last 25 digits are optional and are to be determined by the agency.  There is an edit in place in SABHRS to ensure that the first 5 digits of the open item are a valid business unit.
During the year, when only the receivable is recorded at the time of billing, the corresponding agency or division records the expenditure when paying the bill and the initiating agency reverses the 1823.  If the expenditure will not be paid before fiscal year-end, the entry to record the receivable in account 1823 must be reversed and recorded in account 1306 with a corresponding entry to 2106B.  If the tTransactions is between agencies must be made as, the entry will require an IU or SWI journal.  The agency initiating the 13061823 must notify the other agency that will be making the corresponding 2106B.  
Likewise, during the year when only the liability is recorded for accrued payables, the corresponding agency or division records the revenue when receiving the payment and account 2558 is reversed by the other agency.  If the expenditure will not be paid before fiscal year-end, the liability will need to be reversed and recorded in account 2106B with the corresponding entry to 1306 also set up.  The agency initiating the 2106B2558 must notify the other agency thatwho will be making the corresponding 1306.  
At fiscal year-end, both 1823 and 2558 must be zero.  The DofA Accounting Bureau monitors these accounts, and if they are not zero, will contact the recording agency.
1. [bookmark: _Toc295481324][bookmark: _Toc322422855]Accounting entries for recurring and/or frequent billing and accrual processes
The following entries reflect an example of a typical recurring billing transaction for an internal service fund.  Assume an internal service fund bills the General Fund for a monthly network fee and the General Fund pays it before fiscal year-end.  Transactions between agencies must be made as IU journals.
	To set up receivable for the monthly network fee billed to the General Fund
Internal service fund

	Debit
	1823
	Due fFrom BU fFund cClearing
	1,000

	Credit
	5XXXXX
	Revenue
	1,000

	To pay internal service fund for the monthly network fee
General Fund

	Debit
	6XXXX
	Expenditure
	1,000

	Credit
	1104
	Cash in Bank
	1,000

	To receive payment from the General Fund for the monthly network fee
Internal service fund

	Debit
	1104
	Cash in Bank
	1,000

	Credit
	1823
	Due fFrom BU fFund cClearing
	1,000



Now assume the above network fee will not be paid before fiscal year-end.  The first entry above would still be applicable, and the following entries would also be required.  If they are between agencies, they must be recorded on an IU or SWI journal.
	To set up receivable from the General Fund for the monthly network fee
Internal service fund

	Debit
	1306
	Due fFrom oOther BU or fFund
	1,000

	Credit
	1823
	Due fFrom BU fFund cClearing
	1,000

	To set up payable to internal service fund for the monthly network fee
General Fund

	Debit
	6XXXX
	Expenditure
	1,000

	Credit
	2106B
	Due to oOther BU or fFund – B
	1,000



Now assume the General Fund pays the internal service fund after fiscal year-end for the monthly network fee.
	To record payment to the internal service fund for the monthly network fee
General Fund

	Debit
	2106B
	Due to oOther BU or fFund – B 
	1,000

	Credit
	1104
	Cash in Bank
	1,000

	To receive payment from the General Fund for the monthly network fee
Internal service fund

	Debit
	1104
	Cash in Bank
	1,000

	Credit
	1306
	Due fFrom oOther BU or fFund 
	1,000


Now assume an agency sets up a liability to pay vocational rehab tuition to a university agency and pays it before fiscal year-end.  
	To set up payable to university
General Fund

	Debit
	6XXXX
	Expenditure
	500

	Credit
	2558
	Due to BU fund clearing
	500

	To pay university
General Fund

	Debit
	2558
	Due to BU fund clearing
	500

	Credit
	1104
	Cash
	500

	To receive payment from state agency
University system fund

	Debit
	1104
	Cash
	500

	Credit
	5XXXXX
	Revenue
	500


Now assume the above state agency will not pay the tuition before fiscal year-end.  The first entry above would still be applicable, and the following entries would also be required.  If they are between agencies, they must be recorded on an IU or SWI journal.
	To set up interfund payable at fiscal year-end
General Fund

	Debit
	2558
	Due to BU fund clearing
	500

	Credit
	2106B
	Due to other BU or fund – B
	500



	To set up receivable for tuition from state agency
University system fund

	Debit
	1306
	Due from other BU or fund
	500

	Credit
	5XXXXX
	Revenue
	500


Now assume the state agency pays the university system fund after fiscal year-end for the tuition.
	To record payment to the university system fund
General Fund

	Debit
	2106B
	Due to other BU or fund – B 
	500

	Credit
	1104
	Cash
	500



	To receive payment from the General Fund
University system fund

	Debit
	1104
	Cash
	500

	Credit
	1306
	Due from other BU or fund 
	500


1. [bookmark: _Toc295481325][bookmark: _Toc322422856][bookmark: _Ref446246512]Reimbursements
A reimbursement is a transaction in which a fund is repaid for expenditures or expenses incurredmade that were properly chargeable to another fund.  The objective of a reimbursement transaction is to record the expenditure/expense only once and in the fund that is legally authorized to make the disbursement. 
Reimbursement situations result from administrative convenience, expediency, subsequent events, or correction of errors.  Examples of reimbursement situations include the following:
· One fund inadvertently pays expenditures or expenses of another fund;
· For convenience, one fund pays expenditures or expenses of another fund;
· One fund makes a single payment for two or more funds because the amount attributable to each fund is uncertain or is to be determined at a later date; and
If a program is appropriated in the General Fund and one or more other funds, and at fiscal year-end a non-General Fund has unused balances of non-continuing appropriations (reversions) at fiscal year-end,; then an expenditure/expense incurred in the General Fund should be reimbursed by the non-General Fund with the remaining reversions.  Exceptions for the Historical Society, the State Library, and the Department of Public Health and Human Services are found in Section 17-2-108, MCA.
If the transaction is nonrecurring or non-routine in nature, it should be recorded as an expenditure or expense (as appropriate) in the reimbursing fund, and as an abatement of the expenditure/expense in the fund that is reimbursed.
6. [bookmark: _Toc74718223][bookmark: _Toc74724990][bookmark: _Toc74725189][bookmark: _Toc295481326][bookmark: _Toc322422857]Accounting entries
The following entries reflect examples of reimbursement activities.  Assume that the General Fund (reimbursed fund) originally pays for a service.
	To record original payment.
General Fund

	Debit
	6xxxx2214
	ExpenditurePrinting
	1,000

	Credit
	1104
	Cash in bBank
	1,000



Later, it is determined that the expenditure should be paid from a special revenue fund.  This entry must be recorded as an IU journal if it is between state agencies.
	To reverse original payment.
General Fund

	Debit
	1104
	Cash in bBank
	1,000

	Credit
	6xxxx2214
	ExpenditurePrinting
	1,000



	To record expenditure in correct fund.
Special Revenue Fund

	Debit
	6xxxx2214
	ExpenditurePrinting
	1,000

	Credit
	1104
	Cash in bBank
	1,000



	To record accrual for reimbursement from third party
Special Revenue Fund

	Debit
	1203
	Accounts receivable-external
	1,000

	Credit
	522040
	Miscellaneous reimbursements
	1,000


1. [bookmark: _Ref446246542][bookmark: _Toc74718224][bookmark: _Toc74724991][bookmark: _Toc74725190][bookmark: _Toc289425660][bookmark: _Toc295481327][bookmark: _Toc322422858][bookmark: _Toc74718226][bookmark: _Toc74724993][bookmark: _Toc74725192]Inter-agency service agreement
State agencies frequently enter into binding agreements with other agencies for particular services.  Although each agreement varies in purpose, it is important that the terms and conditions, both asked for and agreed to, be properly documented in writing.
When state agencies enter into agreements with each other, an inter-agency service agreement should be completed.  The following information should be included in the inter-agency agreement.
· Agencies involved
Department names and business units
Addresses of divisions or units
Persons to contact
· Basic data
The effective date of the agreement
The expiration date of the agreement
The maximum amount to be paid under this agreement
Explicit terms of payment (such as monthly, semi-annual, annual, or a lump sum payment)
The funding source(s) that will provide payment
The fund providing the funding source for the agreement
The appropriations that include the funding for the contract
The org and program assigned to the appropriations
Any authority or guidelines associated with a particular service agreement
· MCA reference for any state statutes
· Appropriate reference for any federal laws
· Appropriate reference for any non-state/federal authority
· Appropriate reference for any related records or reports available
· Summary of services to be provided
A detailed description and explanation of the services to be provided
Terms and conditions agreed upon by the participants of the contract
· The agreement should be approved and signed by designated officials of the agencies receiving and providing the services
IX. [bookmark: _Ref446246549]State Building Energy Conservation Program (SBECP)
A. Program overview
This program was established to create energy cost savings for state-owned buildings.  Statute regarding the program can be found at Sections 90-4-601 through 618, MCA.  The program is financed through General Obligation (GO) Bonds, American Recovery and Reinvestment Act (ARRA) funds and General Fund appropriations.  This program is administered by the Department of Environmental Quality (DEQ), in conjunction with Architecture and Engineering (A&E).  The SBECP funding covers a portion of the total project cost.  Payments from the agency or component unit to DEQ begin one year after project completion.
Primary government activity must be accounted for using one of two methods: transfer recognition or payable/receivable recognition.  If the funding source for the project is GO Bonds, the payments from the participating agency to DEQ must be accounted for as a transfer, as detailed in section B, below.  The liability of the GO Bonds is recorded in DEQ’s debt service fund; therefore, participating agencies do not need to record debt in their own funds.  These projects can exist in internal service funds as transfers that constitute a repayment of debt are an allowable expense.
If the funding source of the project is ARRA funds or General Fund appropriation, the participating agency must record a payable and DEQ must record a receivable, as detailed in section C, below.  The liability has not been recorded in DEQ’s debt service fund (as it is with GO Bonds); therefore, participating agencies must record debt in their own funds.  The payable and receivable will accumulate in an amount equal to expenditures made as of each fiscal year-end.  The amount of the payable will be communicated to the participating agencies through reports prepared by DEQ.
All component unit activity, regardless of funding source, must be accounted for by recognizing a payable and a receivable, as detailed in section D, below.  Component units are discretely presented and issue their own financial statements; therefore, all debt incurred on their behalf must be recognized in their own financial statements.  If the funding source is ARRA funds or General Fund appropriation, the debt will only be recorded by the component unit.  If the funding source is GO Bonds, the debt will be recorded by the component unit and by the primary government in DEQ’s debt service fund.  The payable and receivable will accumulate in an amount equal to expenditures made as of each fiscal year-end.  The amount of the payable will be communicated to the component unit through reports prepared by DEQ.
B. Accounting treatment – transfer recognition
For agreements with primary government agencies financed through GO Bonds, payments made from the participating agencies to DEQ should be recorded as transfers.  These entries will need to be created as one IU journal between the two agencies, as transfer transactions must net to zero (or balance) within the same journal in order to be processed in SABHRS. The appropriate accounts are as follows (always in the Actuals Ledger):
	DEQ

	Debit
	1104
	Cash in Bank
	

	Credit
	582010
	Transfer In – SBECP
	

	Participating Agency

	Debit
	68108
	Transfer Out – SBECP
	

	Credit
	1104
	Cash in Bank
	



C. Accounting treatment – payable/receivable recognition for primary government agencies
For agreements with primary government agencies financed through ARRA funds or General Fund appropriation, the establishment of a long-term receivable and payable is required.
DEQ and A&E’s entries, all to be recorded in the Actuals Ledger.
	Project start-up costs spent out of DEQ’s 01100 fund authority

	
DEQ’s 01100 authority:
	

	Debit
	62xxx
	Operating expense
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	DEQ’s transfer to the 02xxx fund:

	Fund 01100
	

	Debit
	628B3
	NB Operating Expense – SBECP 
	

	Credit
	62141
	NB Capitalizable Svcs – SBECP 
	

	Fund 02xxx
	

	Debit
	1916
	LT Receivable – SBECP 
	

	Credit
	583720
	SBECP Loan Receivable
	



	For projects under $500,000 (entire project, not just the SBECP portion) where A&E spends out of DEQ’s 02xxx fund:

	
A&E using DEQ’s 02xxx fund:
	

	Debit
	64xxx
	Equipment/Capital Outlay
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	DEQ’s 02xxx fund:

	Debit
	1916
	LT Receivable – SBECP 
	

	Credit
	64xxx
	NB Capital Offset
	



	For projects under $500,000 (entire project, not just the SBECP portion) where A&E spends out of DEQ’s 03xxx funds.

	
A&E using DEQ’s 03xxx fund:
	

	Debit
	64xxx
	Equipment/Capital Outlay
	

	Credit
	1104
	Cash in Bank
	

	
DEQ’s 03xxx fund, Entitywide Ledger:

	Debit
	628B3
	NB Operating Expense – SBECP 
	

	Credit
	64xxx
	NB Capital Offset
	

	
DEQ’s 02xxx fund:
	

	Debit
	1916
	LT Receivable – SBECP 
	

	Credit
	583720
	SBECP Loan Receivable
	



	For projects over $500,000 (entire project, not just the SBECP portion) where authority is transferred from an 02xxx fund to an 05xxx fund.

	
To record project expenditures; DEQ’s/A&E’s 05xxx fund:
	

	Debit
	64xxx
	Equipment/Capital Outlay
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	To record the transfer from DEQ to A&E:

	DEQ’s 02xxx/03xxx fund:

	Debit
	681xx
	Transfer out
	

	Credit
	1104
	Cash in Bank
	

	DEQ’s/A&E’s 05xxx fund:
	

	Debit 
	1104
	Cash in Bank
	

	Credit 
	582xxx
	Transfer In
	

	
	
	
	

	To record the long-term receivable for the amount that A&E spent as of FYE. These adjustments will need to be created as an IU journal between the two agencies in order for the transfer activity to balance.

	
DEQ’s/A&E’s 05xxx fund, Entitywide Ledger:
	

	Debit
	628B3
	NB Operating Expense – SBECP 
	

	Credit
	64xxx
	NB Capital Offset
	

	DEQ’s 02xxx fund:

	Debit
	1916
	LT Receivable – SBECP 
	

	Credit
	583720
	SBECP Loan Receivable
	

	
	
	
	

	To record the payments from agencies:

	DEQ’s 02xxx fund:
	

	Debit
	1104
	Cash in Bank
	

	Credit
	1916
	LT Receivable – SBECP 
	

	Credit
	585007
	Interest Revenue – SBECP 
	








Participating agency entries for full accrual funds (all entries to be recorded in the Actuals Ledger).
	To record the asset and create the liability.  The remaining capital asset entries are handled as all other CWIP assets, which is detailed in MOM Policy 335 – Capital Assets.

Adding CWIP to AM generates the following entry:

	Debit
	1706
	Construction Work in Progress
	

	Credit
	1811
	Fixed Asset Clearing
	

	

	The following clean-up entry must be made in GL:

	Debit
	1811
	Fixed Asset Clearing
	

	Credit
	2216
	LT Payable – SBECP 
	

	
	
	
	

	To record payments to DEQ
	

	Debit
	69205
	Principal Payment – SBECP 
	

	Debit
	69206
	Interest Expense – SBECP 
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	To reduce the long-term liability by the amount of principal payments made

	Debit
	2216
	LT Payable – SBECP 
	

	Credit
	69205A
	Principal Payments – SBECP NB
	

	
	
	
	

	To reclassify to current the portion due in the next fiscal year:

	Debit
	2216
	LT Payable – SBECP 
	

	Credit
	2217
	LT Payable – SBECP-Current
	

	
	
	
	

	To record accrued interest expense at fiscal year-end (to be reversed after fiscal year-end):

	Debit
	69206
	Interest Expense – SBECP 
	

	Credit
	2116
	Accrued Interest Payable
	









Participating agency entries for modified accrual funds.
	To record the asset and create the liability.  The remaining capital asset entries are handled as all other CWIP assets, which is detailed in MOM Policy 335 – Capital Assets.

Adding CWIP to AM generates the following entry:

	Entitywide Ledger
	
	

	Debit
	1706
	Construction Work in Progress
	

	Credit
	1811
	Fixed Asset Clearing
	

	

	The following clean-up entry must be made in GL:

	Entitywide Ledger

	Debit
	1811
	Fixed Asset Clearing
	

	Credit
	2216
	LT Payable – SBECP 
	

	
	
	
	

	To record payments to DEQ
	

	Actuals Ledger
	

	Debit
	69205
	Principal Payment – SBECP 
	

	Debit
	69206
	Interest Expense – SBECP 
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	To reduce the long-term liability by the amount of principal payments made

	Entitywide Ledger

	Debit
	2216
	LT Payable – SBECP 
	

	Credit
	69205A
	Principal Payments – SBECP NB
	

	
	
	
	

	To reclassify to current the portion due in the next fiscal year:

	Entitywide Ledger

	Debit
	2216
	LT Payable – SBECP 
	

	Credit
	2217
	LT Payable – SBECP-Current
	

	
	
	
	

	To record accrued interest expense at fiscal year-end (to be reversed after fiscal year-end):

	Entitywide Ledger

	Debit
	69206
	Interest Expense – SBECP 
	

	Credit
	2116
	Accrued Interest Payable
	




D. Accounting treatment – payable/receivable recognition for component units
For all component unit agreements, the establishment of a long-term receivable and payable is required.
DEQ and A&E’s entries, all to be recorded in the Actuals Ledger.
	Project start-up costs spent out of DEQ’s 01100 fund authority

	
DEQ’s 01100 authority:
	

	Debit
	62xxx
	Operating expense
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	DEQ’s transfer to the 02xxx fund:

	Fund 01100
	

	Debit
	628B3
	NB Operating Expense – SBECP 
	

	Credit
	62141
	NB Capitalizable Svcs – SBECP 
	

	Fund 02xxx
	

	Debit
	1916
	LT Receivable – SBECP 
	

	Credit
	583720
	SBECP Loan Receivable
	



	For projects under $500,000 (entire project, not just the SBECP portion) where A&E spends out of DEQ’s 02xxx fund:

	
A&E using DEQ’s 02xxx fund:
	

	Debit
	64xxx
	Equipment/Capital Outlay
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	DEQ’s 02xxx fund:

	Debit
	1916
	LT Receivable – SBECP 
	

	Credit
	64xxx
	NB Capital Offset
	



	For projects under $500,000 (entire project, not just the SBECP portion) where A&E spends out of DEQ’s 03xxx funds.

	
A&E using DEQ’s 03xxx fund:
	

	Debit
	64xxx
	Equipment/Capital Outlay
	

	Credit
	1104
	Cash in Bank
	

	
DEQ’s 03xxx fund, Entitywide Ledger:

	Debit
	628B3
	NB Operating Expense – SBECP 
	

	Credit
	64xxx
	NB Capital Offset
	

	
DEQ’s 02xxx fund:
	

	Debit
	1916
	LT Receivable – SBECP 
	

	Credit
	583720
	SBECP Loan Receivable
	



	For projects over $500,000 (entire project, not just the SBECP portion) where A&E spends out of DEQ’s 02xxx funds and the receivable is recorded in DEQ’s 04xxx fund.

	
A&E using DEQ’s 02xxx fund:
	

	Debit
	64xxx
	Equipment/Capital Outlay
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	DEQ’s 02xxx/03xxx fund:

	Entitywide Ledger

	Debit
	628B3
	NB Operating Expense – SBECP 
	

	Credit
	64xxx
	NB Capital Offset
	

	
DEQ’s 04xxx fund:
	

	Debit 
	1916
	LT Receivable – SBECP 
	

	Credit 
	583720
	SBECP Loan Receivable
	

	
	
	
	





	For projects over $500,000 (entire project, not just the SBECP portion) where authority is transferred from an 02xxx fund to an 05xxx fund.

	
To record project expenditures; DEQ’s/A&E’s 05xxx fund:
	

	Debit
	64xxx
	Equipment/Capital Outlay
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	To record the transfer from DEQ to A&E:

	DEQ’s 02xxx/03xxx fund:

	Debit
	681xx
	Transfer out
	

	Credit
	1104
	Cash in Bank
	

	DEQ’s/A&E’s 05xxx fund:
	

	Debit 
	1104
	Cash in Bank
	

	Credit 
	582xxx
	Transfer In
	

	
	
	
	

	To record the long-term receivable for the amount that A&E spent as of FYE. These adjustments will need to be created as an IU journal between the two agencies in order for the transfer activity to balance.

	DEQ’s/A&E’s 05xxx fund, Entitywide Ledger:
	

	Debit
	628B3
	NB Operating Expense – SBECP 
	

	Credit
	64xxx
	NB Capital Offset
	

	DEQ’s 02xxx fund:

	Debit
	1916
	LT Receivable – SBECP 
	

	Credit
	583720
	SBECP Loan Receivable
	

	
	
	
	

	To record the payments from agencies:

	DEQ’s 02xxx fund:
	

	Debit
	1104
	Cash in Bank
	

	Credit
	1916
	LT Receivable – SBECP 
	

	Credit
	585007
	Interest Revenue – SBECP 
	








Component unit entries
	To record the asset and create the liability.
Adding CWIP to AM generates the following entry:

	Debit
	1706
	Construction Work in Progress
	

	Credit
	2216
	LT Payable – SBECP 
	

	
	
	
	

	To record payments to DEQ
	

	Debit
	69205
	Principal Payment – SBECP 
	

	Debit
	69206
	Interest Expense – SBECP 
	

	Credit
	1104
	Cash in Bank
	

	
	
	
	

	To reduce the long-term liability by the amount of principal payments made

	Debit
	2216
	LT Payable – SBECP 
	

	Credit
	69205A
	Principal Payments – SBECP NB
	

	
	
	
	

	To reclassify to current the portion due in the next fiscal year:

	Debit
	2216
	LT Payable – SBECP 
	

	Credit
	2217
	LT Payable – SBECP-Current
	

	
	
	
	

	To record accrued interest expense at fiscal year-end (to be reversed after fiscal year-end):

	Debit
	69206
	Interest Expense – SBECP 
	

	Credit
	2116
	Accrued Interest Payable
	



1. Interfund services provided and used (previously referred to as quasi-external transactions) (Modified May 2011)
Interfund services provided and used (previously referred to as quasi-external transactions) are activities between funds within a governmental reporting unit that requires the recognition of revenue and expenditure/expense as if the transaction involved external organizations.  The funds perform basically as unrelated parties in an exchange of goods and services giving these activities the appearance of a normal buyer-seller type relationship, as in a vendor relationship. Some of the most common characteristics indicative of a vendor relationship are when the agency:
· Provides the goods and/or services within its normal course of business
· Provides similar goods and/or services to many different purchasers
· Operates in a competitive environment
Generally, the purchasing governmental fund acquires goods or services that could be provided by an outside business enterprise.  If the governmental fund had dealt with an external party the same transaction would have given rise to the recognition of revenue or expenditure/expense.
The recognition of revenue and expenditure/expense for these activities provides for the proper determination of proprietary fund operating results, as well as accurately reflecting the revenues and expenditures of governmental funds. However, if this type of transaction occurs between two accounts within the State Special Revenue Fund or two accounts within the Federal Special Revenue Fund the activity should be recorded as a transfer to prevent the duplication of revenues and expenditures within these funds.
Examples of interfund services provided and used are listed below, followed by a separate discussion of each:
· An internal service fund’s billings to departments (for example, communication services).
· Routine employer pension contributions to a pension trust fund.
· Service charges for inspection, engineering or similar interdepartmental services provided by a department financed by one fund to a department financed by another fund.
· Payments in lieu of taxes from an enterprise fund to the General Fund.
8. [bookmark: _Toc289425661][bookmark: _Toc295481328][bookmark: _Toc322422859]Internal service funds
Internal service funds account for the financing of goods or services provided by one fund to other funds of the governmental unit or to other governmental units on a cost reimbursement basis, regardless of the funds involved.  Examples of such funds are the Information Technology Services Division, the Motor Pool, and Warrant Writer or funds beginning with 065XX. 
If federal monies are involved in the fund being charged for internal services, the federal agency may review the propriety of any surpluses in the internal service fund’s fund balance.  If a surplus suggests overcharging from internal service funds, the federal agency may question these costs and/or disallow some expenditures paid with federal grants.
Please refer to MOM 345, section VI. A and B for the proper accounting treatment between agencies.
0. [bookmark: _Toc295481329][bookmark: _Toc322422860]Accounting entries 
The following entries reflect examples of interfund services provided and used activities.  Assume that the General Fund wishes to make its monthly payment for computer services.
	To record monthly payment for computer services.	
General Fund

	Debit
	62172
	Computer service charges
	5,000

	Credit
	1104
	Cash in bank
	5,000

	To record revenue received for monthly computer services.
Internal service fund

	Debit
	1104
	Cash in bank
	5,000

	Credit
	525034
	Data network services
	5,000


8. [bookmark: _Toc74718227][bookmark: _Toc74724994][bookmark: _Toc74725193][bookmark: _Toc295481330][bookmark: _Toc322422861]Pension contributions
Contributions made or accrued from governmental and proprietary funds to a pension plan are reported as pension expenditures or expenses in the contributing fund and revenue in the receiving pension plan.
1. [bookmark: _Toc74718228][bookmark: _Toc74724995][bookmark: _Toc74725194][bookmark: _Toc295481331][bookmark: _Toc322422862]Accounting entries
The following entries reflect examples of pension contributions:
	To record payment of monthly employer pension contribution.
General Fund of contributing employer

	Debit
	61402
	Retirement
	15,000

	Credit
	1104
	Cash in bank
	15,000



	To record receipt of employer pension contributions.
Pension fund

	Debit
	1104
	Cash in bank
	15,000

	Credit
	5704XX
	Employer contributions
	15,000


8. [bookmark: _Toc74718229][bookmark: _Toc74724996][bookmark: _Toc74725195][bookmark: _Toc295481332][bookmark: _Toc322422863]Routine service charges
Charges for inspections, utilities and similar services provided by a fund financed by one fund type to a fund financed by another fund type should be recorded as revenues and expenditures or expenses, if the charges are billed at the same predetermined rates billed to non-governmental customers.  If the charges are not billed at the same rates, they should be recorded as operating transfers rather than routine service charges, because the transaction would not be considered an exchange or exchange-like transaction.
2. [bookmark: _Toc74718230][bookmark: _Toc74724997][bookmark: _Toc74725196][bookmark: _Toc295481333][bookmark: _Toc322422864]Accounting entries
The following entries reflect examples of routine service charges.  Assume that the Building Codes Bureau completes its regularly scheduled inspection and certification of elevators for a general funded agency.
	To record payment for elevator inspection fees.
General Fund

	Debit
	62701
	Buildings and grounds
	2,000

	Credit
	1104
	Cash in bank
	2,000



	To record receipt of elevator inspection fees.
Building codes state special revenue fund

	Debit
	1104
	Cash in bank
	2,000

	Credit
	520445
	Inspection/operating certificate
	2,000


8. [bookmark: _Toc74718231][bookmark: _Toc74724998][bookmark: _Toc74725197][bookmark: _Toc295481334][bookmark: _Toc322422865]Payments in lieu of taxes
Payments in lieu of taxes (PILT) are payments received to compensate the government for the cost of services provided to an entity that is not otherwise subject to taxation.  Such payments most frequently occur between the General Fund and a major enterprise fund, such as an airport.  Most payments in lieu of taxes should be reported as interfund transfers, unless the payments and services received are equivalent in value based on the exchange of specific services or goods.  If the two are equivalent in value, the disbursing fund may treat the payment as an expenditure (expense) and the receiving fund may record revenue.  It is unlikely that current in lieu of tax arrangements involve the payments for identifiable services that are based on the value of services rendered, and thus should be recorded as transfers.
X. [bookmark: _Toc74718232][bookmark: _Toc74724999][bookmark: _Toc74725198][bookmark: _Toc289425668][bookmark: _Toc295481335][bookmark: _Toc322422866][bookmark: _Ref446246562][bookmark: _Toc74718233][bookmark: _Toc74725000][bookmark: _Toc74725199][bookmark: _Toc289425669][bookmark: _Toc295481336][bookmark: _Toc74718234][bookmark: _Toc74725001][bookmark: _Toc74725200][bookmark: _Toc74718235][bookmark: _Toc74725002][bookmark: _Toc74725201]Interfund Ttransfers and revenue/expense transactions
The following section discusses transfers and other revenue expense transactions occurring between agencies.  A related decision tree, found in Appendix A, can be used to assist agencies in determining the appropriate accounting treatment for such transactions.b  Section VI can be reviewed for information regarding related accruals.  MOM Policy 391 can be reviewed Ffor information regardingon federal indirect costs, please reference MOM Poly 391. This section provides guidance regarding the below listed scenarios:
· Intra-entity activity with or between component units (part A)
· Transactions with agency funds (part B)
· Capital asset transfers (part C)
· Operating transfers (part D)
· Transactions reflecting a vendor relationship (part E)
· Payments in lieu of taxes (part F)
· Sub-grants with other business units or funds (part G)
· Non-capitalized asset residual equity transfers (part H)
Transfers are flows of assets (such as cash or goods) without equivalent flows of assets in return and without a requirement for repayment.  This category includes payments in lieu of taxes that are not payments for, and are not reasonably equivalent in value to, services provided.  Transfers are never recorded in agency funds (07XXX funds).  For GAAP reporting purposes there is only one category of transfers.  However, when recording information on SABHRS, there are two categories of transfers:  non-capitalized asset residual equity transfers and operating transfers.  An important difference between operating transfers and non-capitalized asset residual equity transfers is that non-capitalized asset residual equity transfers must include all nonrecurring or nonroutine transfer activity, and any transfers made which are inconsistent with the activities of the fund making the transfer.  Operating transfers are usually recurring and routine.  Transfers are not considered revenue by the receiving fund or expenditures/expenses by the disbursing fund.
Sub-grants with other business units or funds that are not defined as a component unit should be recorded as operating transfers when the money is moved from one business unit or fund to another.  This includes pass-through grants as defined in MOM 320,  Section IV.A  that are not recorded in agency funds.  See MOM 345, section IX.C for further guidance. 
Also included are interfund services provided and used (previously referred to as quasi-external transactions) that occur between two accounts within the State Special Revenue Fund or two accounts within the Federal Special Revenue Fund, unless the interfund services provided and used are for goods and/or services similar to those often accounted for in an Internal Service Fund. Statewide materiality should be considered when recording such transactions.
When transfers or sub-grants occur between the primary government and component units, or between component units, it is not considered an interfund activity.  See MOM 345, section IX.D for further guidance. 
A. [bookmark: _Ref448234204][bookmark: _Ref446247833][bookmark: _Toc322422867]Intra-entity activity with or between component units
All resource flows (except those that affect the balance sheet only) between primary government and a component unit, or between component units, must be recorded as revenue and expense. Sub-grant activity should be recorded by component units using the appropriate grant revenue and expenses accounts, whereas the primary government should record their share of the corresponding sub-grant activity using either 581630 – Grants from Component Units or 66430 – Grants to Component Units.  Additionally, interfund services provided and used activity between the primary government and a component unit should be recorded in the appropriate revenue and expense accounts.  Intra-entity transactions not considered sub-grants or interfund services provided and used involving the primary government and a component unit are required to use the following account series:
· Fund receiving the resources – Revenue account 5829XX 
· Fund providing the resources – Expense account 689XX
1. Guidelines in regard to intra-entity component unit accounts
On each journal, the total posted to the 5829XX accounts and 689XX accounts must balance on the same journal.  The following guidelines are provided to determine which account series to utilize, depending on the parties involved in the transaction:
· Activity between funds of the same component unit (intrafund) are not considered intra-entity activity, and therefore this activity should be recorded using accounts 582000-582899 or 68000-68899.  However, the component unit is required to eliminate this activity for consolidated reporting purposes.  Other than intrafund activity, a fund of a component unit should never record transactions in accounts 582000-582899 or 68000-68899.  
· When a fund of a component unit receives resources from, or provides resources to, a fund of primary government or another component unit, the component unit records the activity using 5829XX and 689XX accounts.
· When a fund of primary government receives resources from or provides resources to a component unit, the primary government fund records the activity using the 5829XX and 689XX accounts.
B. [bookmark: _Ref448234285]Transactions with agency funds
Transactions with primary government agency funds (07XXX funds) are always accounted for using the revenue and expenditure accounts that would be used had the transaction involved an external party.  Transactions with any component unit funds, including agency funds, are accounted for using the component unit guidance provided (see part A, above).
C. [bookmark: _Ref446247957][bookmark: _Ref446247852]Capital asset transfers
Capital assets moved from one fund to another fund within the primary government, excluding agency funds, are recorded as capital contributions, as discussed in MOM Policy 335 – Capital Assets.
D. Operating transfers (modified April 2009 and May 2011)
All transfers that are not non-capitalized residual equity transfers are oRoutine and recurring transfers within the primary government (that do not involve agency funds and do not meet any of the criteria detailed in parts D-H, below) are reported as operating transfers.  Additionally, all transactions between two funds of the same fund type (i.e., both funds are state special revenue; both funds are federal special revenue) are always reported as operating transfers.  Operating transfers are reported using accounts in range 582000-582899 for transfers-in and in range 68000-68999 for transfers-out.  The 582xxx and 68xxx must balance within each journal.  The Ffollowing are examples of operating transfers:
· tTransfer of property taxes collected by the GGeneral FFund to a Sspecial Rrevenue Ffund where it is disbursed
· tTransfer of funds from a Sspecial Rrevenue Ffund to a Ddebt Sservice Ffund to support principal and interest payments
· tTransfer of funds from an Eenterprise Ffund to the GGeneral FFund to finance general governmental expenditures 
· tTransfer of funds from the GGeneral FFund to an Eenterprise Ffund as part of an operating subsidy
· tTransfers for the purpose of shifting resources from the individual fund legally required to receive the revenue to the fund authorized to expend the revenue
· Routine service charges between funds not bill at the same rate billed to other state agencies
· All transactions between funds of the same fund type (both are state special revenue, or both are federal special revenue) should be treated as operating transfers
· Internal services provided and used (previously referred to as quasi-external transactions) that occur between two accounts within the State Special Revenue Fund or  two accounts within the Federal Special Revenue Fund
· accounts 582000-582899 are defined as operating transfers-in 
· accounts 68000-68899 are defined as operating transfers-out  
1. [bookmark: _Toc295481337][bookmark: _Toc322422868]Accounting entries
The following is an example of an operating transfer transaction:
	To receive a transfer of cash from another fund
Receiving Fund

	Debit
	1104
	Cash in bBank
	20,000

	Credit
	582856
	Misc. tTransfers
	20,000



	To distribute cash to another fund
Disbursing Fund

	Debit
	68101
	Transfers of aAppropriated fFund
	20,000

	Credit
	1104
	Cash in bBank
	20,000


E. [bookmark: _Ref446247909][bookmark: _Toc295481338][bookmark: _Toc322422869]Transactions reflecting a vendor relationship
Interfund services provided and used (previously referred to as quasi-external transactions) are activities between two different fund types (excluding agency funds within a governmental reporting unit) that require the recognition of revenue and expenditure/expense, just as if the transaction involved external organizations.  The funds perform similarly to unrelated parties in an exchange of goods and services giving these activities the appearance of a normal buyer-seller (vendor) type relationship.  Such transactions involving two funds of the same fund type (both are state special revenue; both are federal special revenue) are accounted for as operating transfers (see part C, above).
The recognition of revenue and expenditure/expense for these activities provides for the proper determination of proprietary fund operating results, as well as accurately reflecting the revenues and expenditures of governmental funds.  Some of the most common characteristics indicative of a vendor relationship are when the agency:
· Provides the goods and/or services within its normal course of business
· Provides similar goods and/or services to many different purchasers
· Operates in a competitive environment
Examples of interfund services provided and used are listed below, followed by a separate discussion of each:
· An internal service fund’s billings to departments (such as communication services)
· Routine employer pension contributions to a pension trust fund
· Service charges for inspection, engineering or similar interdepartmental services
· Payments in lieu of taxes from an enterprise fund to the General Fund
1. Internal service funds
Internal service funds (065XX funds) account for the financing of goods or services provided by one fund to other funds of the governmental unit, or to other governmental units on a cost reimbursement basis, regardless of the funds involved.  Examples of such funds are the Information Technology Services Division, the Motor Pool, and Warrant Writer Unit. 
If federal monies are involved in the fund being charged for internal services, the federal agency may review the propriety of any surpluses in the internal service fund’s net position balance.  If a surplus suggests overcharging from internal service funds, the federal agency may question these costs and/or disallow some expenditures paid with federal grants.
Section VI, parts A and B, can be reviewed for the proper accounting treatment between agencies.
a. Accounting entries 
The following entries reflect examples of interfund services provided and used activities.  Assume that the General Fund makes its monthly payment for computer services.  Payments between two agencies must be recorded as IU journals.
	To record monthly payment for computer services.	
General Fund

	Debit
	62172
	Batch CPU Seconds/DOA
	5,000

	Credit
	1104
	Cash in Bank
	5,000

	To record revenue received for monthly computer services.
Internal service fund

	Debit
	1104
	Cash in Bank
	5,000

	Credit
	525034
	ITSD Sharp Content Services
	5,000



2. Routine service charges
Charges for inspections, utilities and similar services provided by one fund type to another fund type should be recorded as revenues and expenditures or expenses, if the charges are billed at the same predetermined rates billed to non-governmental customers.  Charges are not billed at the same rates should be recorded as operating transfers (rather than routine service charges) because the transaction is not be considered an exchange/exchange-like transaction.
a. Accounting entries
The following entries reflect examples of recurring service charges.
	To record payment for background checks.

	Debit
	62102
	Consult & Prof Services
	2,000

	Credit
	1104
	Cash in Bank
	2,000



	To record receipt of background check fees.

	Debit
	1104
	Cash in Bank
	2,000

	Credit
	520402
	State Record Checks
	2,000


F. [bookmark: _Ref446247920]Payments in lieu of taxes
Payments in lieu of taxes (PILT) are payments received to compensate the government for the cost of services provided to an entity that is not otherwise subject to taxation.  Such payments most frequently occur between the General Fund and an enterprise fund.  PILT transactions are reported as operating transfers unless the payments and services received are equivalent in value based on the exchange of specific services or goods.  For PILT transactions where the payments and services are equivalent in value, the disbursing fund may treat the payment as an expenditure (expense) and the receiving fund may record revenue; such scenarios are uncommon.
G. [bookmark: _Ref446247934]Sub-grants with other business units or funds 
When the secondary recipient of a pass-through grant is another business unit or fund of the primary government (excluding agency funds), the transaction is reported as an operating transfer.  The revenue and expenditure/expense associated with the grant should only be recorded once on the State’s books.  Therefore, grant revenue is only recorded by the primary recipient when the money is originally received into the State Treasury, while grant expenditure/expense is only recorded when the money is spent for the purpose of the grant.  The secondary recipient must retain the same funding source as used by the primary recipient when the money was originally received.
1. Accounting entries
The following example represents the accounting entries of a pass-through grant between DEQ and the Department of Military Affairs (DMA).  Payments between agencies must be recorded as an IU journal.
	For DEQ to record the receipt of cash from the federal government
Federal special revenue fund

	Debit
	1104
	Cash in Bank
	15,000

	Credit
	59XXXX
	Federal Grant Revenue
	15,000



	For DEQ to record award of pass-through grant to DMA
Federal special revenue fund

	Debit
	68xxx
	Operating Transfer-Out
	15,000

	Credit
	1104
	Cash in Bank
	15,000



	For DMA to record receipt of pass-through grant from DEQ
Federal special revenue fund

	Debit
	1104
	Cash in Bank
	15,000

	Credit
	582XXX
	Operating Transfer-In
	15,000



	For DMA to record expenditures based on grant award
Federal special revenue fund

	Debit
	66XXX
	Grant Expenditures
	15,000

	Credit
	1104
	Cash in Bank
	15,000


On each journal, the total posted to the 68xxx accounts and 582xxx accounts must balance on the same journal.  
H. [bookmark: _Ref446247969]Non-capitalized asset residual equity transfers
All non-recurring or non-routine transfers of equity between funds that do not involve capitalized assets are required to use revenue account 582886 (Non FA rResidual eEquity rRev -– NB), and expenditure account 68152 (Non FA rResidual eEquity eExp – NB).  These accounts require DOA SAB approval when used.  In addition, allThese transactions include transfers made whichthat are inconsistent with the activities of the fund making the transfer are considered non-capitalized asset residual equity transfers – for example, (a transfer from a capital projects fund to the gGeneral fFund, for example).  Also included areA one-time transfers of cash from an existing fund to a new fund would also fall under the definition of a non-capitalized asset residual equity transfer.  Non-capitalized asset residual equity transfers are also typically used when and closures of funds where the closing fund’sare closed and the fund equity balance is being moved to another fund.  These accounts are maintained on SABHRS and require DofA Accounting Bureau approval when used.
1. [bookmark: _Toc74718236][bookmark: _Toc74725003][bookmark: _Toc74725202][bookmark: _Toc295481339][bookmark: _Toc322422870]Accounting entries
The following example represents a transfer of cash from a governmental to a proprietary fund.  Accounts 582886 and 68152 must balance, and the transaction must be recorded as a IU journal if it is between agencies.:
	To make a non-routine transfer of cash
Governmental fund

	Debit
	68152
	Non FA rResidual eEquity eExp -– NB
	11,000

	Credit
	1104
	Cash in bBank
	11,000



	To receive a non-routine transfer of cash
Proprietary fund

	Debit
	1104
	Cash in bBank
	11,000

	Credit
	582886
	Non FA rResidual eEquity rRev -– NB
	11,000


I. [bookmark: _Toc295481340][bookmark: _Toc322422871][bookmark: _Toc74718237][bookmark: _Toc74725004][bookmark: _Toc74725203]Sub-grants with other business units or funds (effective July 2008) 
When the secondary recipient of a pass-through grant is another business unit or fund of the primary government, the revenue and expenditure or expense associated with the grant should only be recorded once on the State’s books.  Therefore, grant revenue is only recorded by the primary recipient when the money is originally received into the State Treasury.  Grant expenditure or expense is only recorded when the money is spent for the purpose of the grant.   The secondary recipient must retain the same funding source as used by the primary recipient when the money was originally received.
When transferring the cash between business units or funds of the primary government, the transaction should be recorded as an operating transfer not as a grant expense of the primary recipient or grant revenue by the receiving entity or fund.
1. [bookmark: _Toc295481341][bookmark: _Toc322422872]Accounting entries
The following example represents the accounting entries of a pass-through grant between DEQ and DMA.
	For DEQ to record the receipt of cash from the federal government
Federal Special Revenue Fund

	Debit
	1104
	Cash in Bank
	15,000

	Credit
	59XXXX
	Federal Grant Revenue
	15,000



	For DEQ to record award of pass-through grant to DMA
Federal Special Revenue Fund

	Debit
	68xxx
	Operating Transfer-Out
	15,000

	Credit
	1104
	Cash in bank
	15,000



	For DMA to record receipt of pass-through grant from DEQ
Federal Special Revenue Fund

	Debit
	1104
	Cash in bank
	15,000

	Credit
	582XXX
	Operating Transfer-In
	15,000



	For DMA to record expenditures based on grant award
Federal Special Revenue Fund

	Debit
	66XXX
	Grant Expenditures
	15,000

	Credit
	1104
	Cash
	15,000


[image: ]On each journal, the total posted to the 68xxx accounts and 582xxx accounts must balance on the same journal.  This will be a required per an edit on SABHRS.  
[bookmark: _Toc295481342][bookmark: _Toc322422873][bookmark: _Ref446247744]Intra-entity activity with or between component units (previously in MM 2-04-03)
As required by GASB Statement 34, all resource flows (except those that affect the balance sheet only) between primary government and a component unit, or between component units must be recorded as revenue and expense. Sub-grant activity should be recorded by component units using the appropriate grant revenue and expenses accounts, whereas the primary government should record their share of the corresponding sub-grant activity using either 581630 – Grants from Component Units or 66430 – Grants to Component Units.  Additionally, interfund services provided and used activity (formally referred to as quasi-external transactions) between the primary government and a component unit should be recorded in the appropriate revenue and expense accounts.  Intra-entity transactions not considered sub-grants or interfund services provided and used involving the primary government and a component unit are required to use the following account series:
Fund receiving the resources – Revenue account 5829XX 
Fund providing the resources – Expense account 689XX
[bookmark: _Toc295481343][bookmark: _Toc322422874]Montana component units 
The State reports the following entities as component units:
University of Montana – all funds under business units 35140, 51030, 51050, 51080, 51110, 51120
Montana State University – all funds under business units 35130, 51040, 51060, 51070, 51090, 51100, 51190
Montana Board of Housing – funds 02541, 06030, 06031, under business unit 65010
Facility Finance Authority – funds 06012, 06015 under business unit 65010
Montana State Fund (old) – fund 06039 under business unit 61030
Montana State Fund (new) – funds 06035, 06036 under business unit 61030
Public Employees Retirement System - all funds under business unit 61040
Teachers Retirement System – all funds under business unit 61050
All other funds are funds of the primary government.
[bookmark: _Toc295481344][bookmark: _Toc322422875]Intra-Entity component unit accounts
The following accounts have been set-up within these ranges:
	Account 
	Description
	Appropriate use

	68900
	Intra-entity expense 
	This account is used to denote the beginning of the series.  The account is not used by agencies.

	68905
	Governmental fund expense - budgeted
	Used by PG - governmental funds only for budgeted expenditures

	68910
	Governmental fund expense – non-budgeted
	Used by PG - governmental funds only for non-budgeted expenditures

	68915
	Non-governmental fund expense
	Used by PG - non-governmental funds only (proprietary and fiduciary) 

	68920
	Component unit expense to PG
	Used by component units only when providing resources to primary government 

	68925
	Component unit expense to CU
	Used by component units only when providing resources to another component unit

	582900
	Intra-entity revenue
	This account is used to denote the beginning of the series.  The account is not used by agencies.

	582901
	Hi-ed - mandatory revenue
	Used by Hi-eds only to record revenue received from PG 

	582902
	Hi-ed - non-mandatory general fund revenue
	Used by Hi-eds only to record revenue received from PG 

	582903
	Hi-ed - non-mandatory - millage revenue 
	Used by Hi-eds only to record revenue received from PG 

	582904
	Hi-ed - non-mandatory - distance learning revenue 
	Used by Hi-eds only to record revenue received from PG 

	582905
	Hi-ed - non-mandatory - other revenue
	Used by Hi-eds only to record revenue received from PG 

	582910
	Non hi-ed CU revenue from PG
	Used by non Hi-ed component units to record revenue received from PG

	582915
	CU revenue from CU
	Used by all CU to record revenue received from another CU

	582920
	PG revenue from CU
	Used by PG only – all funds, to record revenue received from component units


[image: ]
PG = Primary Government
CU = Component Unit
Hi-ed = funds of the University of Montana or Montana State University
If additional accounts are needed, they should be requested from the DofA Accounting Bureau.
2. [bookmark: _Toc295481345][bookmark: _Toc322422876]Guidelines in regard to intra-entity component accounts
On each journal, the total posted to the 5829XX accounts and 689XX accounts must balance on the same journal.  This will be a required per an edit on SABHRS.  The following guidelines are provided to determine which account series to utilize, depending on the parties to the transaction:
· Activity between funds of the same component unit (intrafund) are not considered intra-entity activity, and therefore this activity may still be recorded using accounts 582000-582899 or 68000-68899.  However, the component unit is required to eliminate this activity for consolidated reporting purposes.
· Other than intrafund activity, a fund of a component unit should never record transactions in accounts 582000-582899 or 68000-68899.  
· When a fund of a component unit is receiving resources from or providing resources to a fund of primary government or another component unit, and the activity would have previously been recorded as a transfer-in or a transfer-out, the component unit will record the activity using 5829XX and 689XX accounts.
· When a fund of primary government is receiving resources from or providing resources to a component unit, and the activity would have previously been recorded as a transfer-in or a transfer-out, the primary government fund will record the activity using the 5829XX and 689XX accounts.
· When two funds of primary government are recording transfers between each other, they will use the 582000-582899 (transfer-in) or 68000-68899 (transfer-out) accounts.
3. [bookmark: _Toc295481346][bookmark: _Toc322422877]Financial statement reporting procedures
Discretely presented component units preparing GAAP financial statements:
· Transfers should no longer be reported on the financial statements.  Instead, this activity should be reported in the appropriate revenue and expense categories, as if the activity had occurred between unrelated parties.  Most likely, the transactions will qualify as nonoperating revenues and expenses.  However, the financial statement preparer should consider the substance of the transaction and apply the applicable guidance in GASB Statement 34, Paragraph 102.
· Amounts recorded in SABHRS accounts 582900-582999, which have been received from the primary government, should be reported as a separate line item entitled Payment from State of Montana, State Appropriations, or something similar.
· Amounts recorded in SABHRS accounts 582900-582999, which have been received from another component unit, should be reported as a separate line item entitled Payment from Component Unit, or something similar.
· Amounts recorded in SABHRS accounts 68900-68999, which have been paid to the primary government, should be reported as a separate line item entitled Payment to State of Montana, or something similar.
· Amounts recorded in SABHRS accounts 68900-68999, which have been paid to another component unit, should be reported as a separate line item entitled Payment to Component Unit, or something similar.
· Intrafund transfers that occur within a component unit may still be recorded using accounts 582000-582899 or 68000-68899.  However, the component unit is required to eliminate this activity from consolidated entity totals for financial statement reporting purposes.
· Funds of the primary government preparing GAAP financial statements:
· Transfers should only be reported on the financial statements for activity that occurred with other funds of the primary government.
· Any activity that occurred with a discretely presented component unit should be reported as revenue and expense, as if the activity had occurred between unrelated parties.
· Amounts recorded in SABHRS accounts 582900-582999, should be reported as a separate line item entitled Payment from Component Unit, or something similar.
· Amounts recorded in SABHRS accounts 68900-68999, should be reported as a separate line item entitled Payment to Component Unit, or something similar.
XI. [bookmark: _Toc295481347][bookmark: _Toc322422878]Capital contributions
When capital assets are moved from one fund to another fund, a capital contribution should be recorded rather than a transfer.  Capital contributions are discussed in detail in MOM policy 335, Assets.
XII. [bookmark: _Toc74718238][bookmark: _Toc74725005][bookmark: _Toc74725204][bookmark: _Toc295481348][bookmark: _Toc322422879]Inter-agency service agreement
Departments of the State of Montana frequently enter into binding agreements with one another for particular services.  Although each agreement varies in purpose, it is important that the terms and conditions, both asked for and agreed to, be properly documented in writing.
When state agencies enter into agreements with each other, an inter-agency service agreement should be completed.  The following information should be included in the inter-agency agreement.
· Agencies involved
Enter the following information:
Department names and business units
Addresses of divisions or units
Person to contact
· Basic data
Enter the effective date of the agreement
Indicate the expiration date of the agreement
Enter the maximum amount to be paid under this agreement
The terms of payment should be explicit; monthly, semi-annual, annual, or a lump sum payment
Indicate the funding source(s) that will provide payment.
Indicate the fund providing the funding source for the agreement
Indicate the appropriations that include the funding for the contract
Indicate the org and program assigned to the appropriations.
Normally some authority or guidelines associated with a particular service agreement exist
If those guidelines are provided in state statute, list the statute number
Likewise, if the guidelines are included in federal laws, provide the appropriate references
If other than state statutes or federal laws, provide the appropriate guidance or authority
Provide a reference to any related records or reports available
· Summary of services to be provided
Enter the detail description and explanation of the services to be provided by this agreement
Terms and conditions agreed upon by the participants of the contract
· The agreement should be approved and signed by designated officials of the agencies receiving and providing the services

X. [bookmark: _Toc304547455]State Building Energy Conservation Program (SBECP)
A. [bookmark: _Toc304547456]Program Overview
This program was established to create energy cost savings for state-owned buildings.  Statute regarding the program can be found at MCA 90-4-601 through 618.  The program is financed through GO Bonds, ARRA funds and General Fund appropriations.  The SBECP funding covers a portion of the total project cost.  Payments from the agency or component unit to DEQ begin one year after project completion.
Primary government activity must be accounted for using one of two methods: transfer recognition or payable/receivable recognition.  If the funding source for the project is GO Bonds, the payments from the participating agency to the Department of Environmental Quality (DEQ) must be accounted for as a transfer, as detailed in section B, below.  Because the liability of the GO Bonds is recorded in DEQ’s debt service fund, participating agencies do not need to record debt in their own funds.  These projects can exist in internal service funds as transfers that constitute a repayment of debt are an allowable expense.
If the funding source of the project is ARRA funds or general fund appropriation, the participating agency must record a payable and DEQ must record a receivable, as detailed in section C, below.  Because the liability has not been recorded in DEQ’s debt service fund (as it is with GO Bonds), participating agencies must record debt in their own funds.  The payable and receivable will accumulate in an amount equal to expenditures made as of each fiscal year-end.  The amount of the payable will be communicated to the participating agencies through reports prepared by DEQ.
All component unit activity, regardless of funding source, must be accounted for by recognizing a payable and a receivable, as detailed in section D, below.  Because component units are discretely presented and issue their own financial statements, all debt incurred on their behalf must be recognized in their own financial statements.  If the funding source is ARRA funds or general fund appropriation, the debt will only be recorded by the component unit.  If the funding source is GO Bonds, the debt will be recorded by the component unit and by the State in DEQ’s debt service fund.  The payable and receivable will accumulate in an amount equal to expenditures made as of each fiscal year-end.  The amount of the payable will be communicated to the component unit through reports prepared by DEQ.
B. [bookmark: _Toc304547457]Accounting Treatment – Transfer Recognition
For agreements with primary government agencies financed through GO Bonds, payments made from the participating agencies to DEQ should be recorded as transfers.  These entries will need to be created as one IU journal between the two agencies, as transfer transactions must net to zero (or balance) within the same journal in order to be processed in SABHRS. The appropriate accounts are as follows (always ACTUALS Ledger):
1. [bookmark: _Toc304547458]DEQ
0. Payments from participating agencies (primary government)
Debit		1104		Cash
Credit		582010	Transfers In—SBECP	


2. [bookmark: _Toc304547459]Participating Agencies (primary government)
0. Payments to DEQ
Debit		68108		Transfers Out—SBECP
Credit		1104		Cash

C. [bookmark: _Toc304547460]Accounting Treatment – Payable/Receivable Recognition for Primary Government Agencies
For agreements with primary government agencies financed through ARRA funds or general fund appropriation, the establishment of a long-term receivable and payable is required.
1. [bookmark: _Toc304547461]DEQ’s and A&E’s entries
(All entries are to be recorded in the ACTUALS Ledger unless otherwise noted.)

0. For project start-up spent out of DEQ’s 01100 fund authority
0. DEQ’s 01100 fund authority:
Debit		62xxx		Operating Expense
Credit		1104		Cash

0. DEQ’s transfer to the 02xxx fund:
Fund 01100
Debit		628B3		NB Operating Expense-SBECP
Credit		62141		NB Capitalizable Services—SBECP

Fund 02xxx
Debit		1916		LT Receivable—SBECP
Credit		583720	SBECP Loan Receivable
		
0. For projects under $500,000 (entire project, not just the SBECP portion)  where A&E spends out of DEQ’s 02xxx fund
1. A&E using DEQ’s 02xxx fund:
Debit		64xxx		Equipment/Capital Outlay
Credit		1104		Cash

1. DEQ’s 02xxx fund:
Debit		1916		LT Receivable—SBECP
Credit		64xxx		NB Capital Offset

0. For projects under $500,000 (entire project, not just the SBECP portion)  where A&E spends out of DEQ’s 03xxx funds
2. A&E using DEQ’s 03xxx fund:
Debit		64xxx		Equipment/Capital Outlay
Credit		1104		Cash

2. DEQ’s 03xxx fund, ENTITYWIDE Ledger:
Debit		628B3		NB Operating Expense-SBECP
Credit		64xxx		NB Capital Offset

2. DEQ’s 02xxx fund:
Debit		1916		LT Receivable—SBECP
Credit		583720	SBECP Loan Receivable

0. For projects over $500,000 (entire project, not just the SBECP portion)  where authority is transferred from an 02xxx fund to an 05xxx fund
3. To record project expenditures
DEQ’s/A&E’s 05xxx fund
Debit		64xxx		Equipment/Capital Outlay
Credit		1104		Cash

3. To record the transfer from DEQ to A&E.

DEQ’s 02xxx/03xxx fund:
Debit		681xx		Transfer Out
Credit		1104		Cash

DEQ’s/A&E’s 05xxx fund:
Debit		1104		Cash
Credit		582xxx	Transfer In

3. To record the long-term receivable for the amount that A&E spent as of FYE. These adjustments will need to be created as an IU journal between the two agencies in order for the transfer activity to balance.

DEQ’s/A&E’s 05xxx fund, ENTITYWIDE Ledger:
Debit		628B3		NB Operating Expense-SBECP
Credit		64xxx		NB Capital Offset


DEQ’s 02xxx fund:
Debit		1916		LT Receivable—SBECP
Credit		583720	SBECP Loan Receivable

3. To record the payments from agencies.
DEQ’s 02xxx fund:
Debit		1104		Cash
Credit		1916		LT Receivable—SBECP
Credit		585007	Interest Revenue—SBECP

2. [bookmark: _Toc304547462]Participating Agencies
0. Full Accrual Funds
(All entries are to be recorded in the Actuals Ledger.)

4. To record the asset and create the liability.  The remaining asset entries are handles as all other CWIP assets, which is detailed in MOM Policy 335.

Adding CWIP to AM will generate the following entry:
Debit		1706		Construction Work in Progress
Credit		1811		Fixed Asset Clearing

The following entry must be made in GL:
Debit		1811		Fixed Asset Clearing
Credit		2216		LT Payable—SBECP
		
		The remaining entries will be recorded by the participating agency.

4. To record payments to DEQ:
Debit		69205		Principal Payment—SBECP
Debit		69206		Interest Expense—SBECP
Credit		1104		Cash

4. To reduce the long-term liability by principal payments made:
Debit		2216		LT Payable—SBECP
Credit		69205a	Principal Payments—SBECP NB



4. To reclassify to current the portion due in the next FY:
Debit		2216		LT Payable—SBECP
Credit		2217		LT Payable—SBECP Current
This entry should then be reversed after fiscal year-end.

4. To record accrued interest expense at FYE:
Debit		69206		Interest Expense—SBECP
Credit		2116		Accrued Interest Payable
This entry should then be reversed after fiscal year-end.

0. Modified Accrual Funds

5. To record the asset and create the liability.  The remaining asset entries are handles as all other CWIP assets, which is detailed in MOM Policy 335.

Adding CWIP to AM will generate the following entry in the ENTITYWIDE Ledger:
Debit		1706		Construction Work in Progress
Credit		1811		Fixed Asset Clearing

The following entry must be made in GL:
(To be recorded in the ENTITYWIDE Ledger.)
Debit		1811		Fixed Asset Clearing
Credit		2216		LT Payable—SBECP
		
The following entries will be recorded by the participating agency:

5. To record payments to DEQ:
(To be recorded in the ACTUALS Ledger.)
Debit		69205		Principal Payment—SBECP
Debit		69206		Interest Expense—SBECP
Credit		1104		Cash

5. To reduce the long-term liability by principal payments made:
(To be recorded in the ENTITYWIDE Ledger.)
Debit		2216		LT Payable—SBECP
Credit		69205a	Principal Payments—SBECP


5. To reclassify to current the portion due in the next FY:
(To be recorded in the ENTITYWIDE Ledger.)
Debit		2216		LT Payable—SBECP
Credit		2217		LT Payable—SBECP Current
This entry should then be reversed after fiscal year-end.

5. To record accrued interest expense at FYE:
(To be recorded in the ENTITYWIDE Ledger.)
Debit		69206		Interest Expense—SBECP
Credit		2116		Accrued Interest Payable
This entry should then be reversed after fiscal year-end.
D. [bookmark: _Toc304547463]Accounting Treatment – Payable/Receivable Recognition for Component Units
For all component unit agreements, the establishment of a long-term receivable and payable is required.
1. [bookmark: _Toc304547464]DEQ’s and A&E’s entries
(All entries are to be recorded in the Actuals Ledger.)

0. For project start-up spent out of DEQ’s 01100 fund authority
6. DEQ’s 01100 fund authority:
Debit		62xxx		Operating Expense
Credit		1104		Cash

6. DEQ’s transfer to the 02xxx fund:
Fund 01100
Debit		628B3		NB Operating Expense—SBECP
Credit		62141		NB Capitalizable Services—SBECP

Fund 02xxx
Debit		1916		LT Receivable—SBECP
Credit		583720		SBECP Loan Receivable

0. For projects under $500,000 (entire project, not just the SBECP portion) where A&E spends out of DEQ’s 02xxx fund
7. A&E using DEQ’s 02xxx fund:
Debit		64xxx		Equipment/Capital Outlay
Credit		1104		Cash

7. DEQ’s 02xxx fund:
Debit		1916		LT Receivable—SBECP
Credit		64xxx		NB Capital Offset

0. For projects under $500,000 (entire project, not just the SBECP portion)  where A&E spends out of DEQ’s 03xxx funds
8. A&E using DEQ’s 03xxx fund:
Debit		64xxx		Equipment/Capital Outlay
Credit		1104		Cash

8. DEQ’s 03xxx fund, ENTITYWIDE Ledger:
Debit		628B3		NB Operating Expense - SBECP
Credit		64xxx		NB Capital Offset

8. DEQ’s 02xxx fund:
Debit		1916		LT Receivable—SBECP
Credit		583720	SBECP Loan Receivable

0. For projects over $500,000 (entire project, not just the SBECP portion)  where A&E spends out of DEQ’s 02xxx funds and the receivable is recorded in DEQ’s 04xxx fund
9. A&E using DEQ’s 02xxx fund:
Debit		64xxx		Equipment/Capital Outlay
Credit		1104		Cash

9. DEQ’s 02xxx fund, ENTITYWIDE Ledger:
Debit		628B3		NB Operating Expense–SBECP
Credit		64xxx		NB Capital Offset

9. DEQ’s 04xxx fund:
Debit		1916		LT Receivable—SBECP
Credit		583720	SBECP Loan Receivable

0. For projects over $500,000 (entire project, not just the SBECP portion)  where authority is transferred from an 02xxx fund to an 05xxx fund
10. To record project expenditures
DEQ’s/A&E’s 05xxx fund
Debit		64xxx		Equipment/Capital Outlay
Credit		1104		Cash

10. To record the transfer from DEQ to A&E
DEQ’s 02xxx fund:
Debit		681xx		Transfer Out
Credit		1104		Cash

DEQ’s/A&E’s 05xxx fund:
Debit		1104		Cash
Credit		582xxx	Transfer In

10. To record the long-term receivable for the amount that A&E spent as of FYE.
These adjustments will need to be created as an IU journal between the two agencies in order for the transfer activity to balance.

A&E’s 05xxx fund:
Debit		628B3		NB Operating Expense-SBECP
Credit		64xxx		NB Capital Offset

DEQ’s 02xxx fund:
Debit		1916		LT Receivable—SBECP
Credit		583720	SBECP Loan Receivable

10. To record the payments from component units:
DEQ’s 02xxx fund:
Debit		1104		Cash
Credit		1916		LT Receivable—SBECP
Credit		585007	Interest Revenue—SBECP
2. [bookmark: _Toc304547465]Component Unit Entries
a. To record the asset and create the liability:
Debit		1706		Construction Work in Process
Credit		2216		LT Payable—SBECP

0. To record payments to DEQ:
Debit		69205		Principal Payment—SBECP
Debit		69206		Interest Expense—SBECP
Credit		1104		Cash



0. To reduce the long-term liability by principal payments made:
Debit		2216		LT Payable—SBECP
Credit		69205		Principal Payments—SBECP

0. To reclassify to current the portion due in the next FY:
Debit		2216		LT Payable—SBECP
Credit		2217		LT Payable—SBECP Current
This entry should then be reversed after fiscal year-end.

0. To record accrued interest expense at FYE:
Debit		69206		Interest Expense—SBECP
Credit		2116		Accrued Interest Payable
This entry should then be reversed after fiscal year-end.
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Transfer Account Decision Tree References

A. Capital asset transfer accounts: 549001 (receiving fund) and 628A3 (relinquishing fund). The
transfer amount is equal to the undepreciated value of the asset. More information on these
accounts can be found in MOM 335.

B. Non-capitalized asset residual equity transfer accounts: 582886 (receiving fund) and 68152
(relinquishing fund). An example can be found Part H — Non-capitalized Asset Residual
Equity Transfers.

C. Operating transfer account ranges: 582000-582899 (transfer-in) and 68000-68899 (transfer-
out). Examples of operating transfers can be found in Part D — Operating Transfers. Funds of
component units should only use these accounts to record intrafund activity (activity within a
single component unit). Such intrafund activity must be eliminated for financial statement
reporting purposes.

D. More information (including examples) regarding vendor type relationships can be found in
Part E —Transactions Reflecting a Vendor Relationship. A vendor relationship exists if the
rates charged to other funds are the same as billed to non-governmental entities.

E. It is unlikely that payments are equal in value to the services received.

F. Additional guidance can be found in Part G — Sub-grants with Other Business Units or Funds.

G. Direction regarding the specific accounts to be used can found in the table within Part A —
Intra-entity Activity With or Between Component Units.

H. Agency funds are not permitted to have an equity balance at fiscal year-end. Accordingly, any
revenue or expense balances must be appropriately offset by fiscal year-end. More
information on this topic can be found in Mom 375 — Fiscal Year-end.

1. Further information on transactions involving component units can be found in Part A — Intra-
entity Activity with or between Component Units.

J. Further information on transactions involving agency funds can be found in Part B —
Transactions with agency funds.

K. Further information on PILT can be found in Part F — Payments in Lieu of Taxes.

L. Further information on sub-grants can be found in Part G — Sub-grants with other Business
Units or Funds.
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Appendix A: Transfer Account Decision Tree
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