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CSU Fund 485 - Operati

CSU Fund 501 - General Fixed Assets

Transaction Object Description Debit Object Descr Debit_| Credit

Prior to Equipment Lease Exooc [Expense 0] 1000 |Fixed Asset I

108090 |Cash /Investments [ (1) 30200 [Inw in Fixed Asset 0]
Receipt of CP Finance Funding [108090 _[Cash / Investrnents @

190090 |Other Assets @

260002 [Capital Lease Obligation @
Reclassify "annual” capitalized [660006 [Interest Expense Gl 1000 |Fixed Asset @
interest to capital assets (A) __|190090 [Other Assets [ 3) 30200 [Inv in Fixed Asset 6]
Record Quarterly Payments [260002 _|Capital Lease Obligation @

660006 [Interest Expense @

108090 |Cash / Investrments )
VearEnd Accrual of Interest [660006 _[Interest Expense 5]
Expense Payable 204001 [Accrued Interest Payable )

(A) Carnpus that has capitalized interest in its payment schedule should capitalize th

‘annual capitalized interest to capital assets

(2.0 CWIF) as part of the CMS cost during the application development phase. Once the CMS project is ready for its intended use, any
rernaining capitalized interest balance should be classified annually to interest expense

Note: The nurbers in parenthesis under the Debit and Credit colurns represent each entry number. These numbers correspond to the entries

derived into the GAAP business unit or ledger.







Final Implementation Topic:  Commercial Paper Equipment Financing
Last Updated Date:  2.26.2008



I. Objectives
· To determine the appropriate CSU fund to record the commercial paper equipment expenses and the financing thereof.
II. Procedure Summary
The Commercial Paper (CP) program was developed to provide a cost-effective financing vehicle.  Commercial papers are issued through the CSU Institute with the primary purpose of applying the proceeds from the note issuance as reimbursement to campuses for their actual equipment acquisition expenses incurred prior to the tax-exempt CP issuance. In that respect, the Institute will not issue CP in anticipation of the campus making payment and/or receiving and accepting the equipment.

The expenses and the reimbursement of expenses through the CP equipment financing shall be recorded in the CSU fund that incurred the expenses and benefits from the use of the equipment.  If campus currently has it recorded in another CSU fund, it must move the balances to appropriate CSU fund (Refer to the procedure summary on Change FNAT vs. Change COA).   
For example:  A campus incurred expenses for its CMS implementation costs.  The CMS implementation is considered part of the campus operations.  Therefore, the initial funding and expenses are recorded in CSU Operating Fund-485.  Subsequently, the financing of the CMS cost through the CP issuance is also recorded in CSU fund 485 as a capital lease obligation.  Although, the operating fund is not permitted to be pledged against debt, the CP financing is a lease agreement between the CSU Institute and the campus, thus does not violate the rule.  Below is an illustration of the Legal basis accounting transactions:
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III. Responsibilities 

Campus accounting and budget officers shall ensure the expenses do not exceed the funding allotted.  Budget officers need to be aware in planning the budget on how to account for the initial funding of the equipment, the receipt of the commercial paper financing, and the annual repayment of the principal and interest on the commercial paper financing.  Accounting entries are properly prepared and reviewed by management.  Accounting officer and GAAP reporting coordinator need to communicate with one another on accounting transactions that have GAAP reporting preparation impact.   
IV. GAAP Impact

GAAP adjustments will need to be prepared to reverse 1) the direct credit to Investment in Fixed Assets on legal basis records, and 2) the debit to expenses on legal basis records.  If the CSU fund does not derive into the Invested in Capital Assets, Net of Related Debt net asset category, a GAAP entry will need to be prepared to move the capital lease obligation and other assets to that net asset category (unless a fund override is used).  Below is an illustration of the GAAP basis accounting transactions:
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Transaction Object Description Debit_| Credit | Object Description Debit | Credit
Derived 711208 [Other Assets, NonCurrent @ [ @ [711207 |Fixed Asset [ONE)
72200 [Expense 0] 713611 [Inv in Fixed Asset 0.6
712204 [Capital Lease Obligation @ I @
723005 [Interest Expense (6L (4). @)
712103 [Other Liabilties  Current e
108090 |Cash / Investments @ (0@
GAAP Ad]- Section 42 724004 [Transfers X 713811 [Inv in Fixed Asset (1.6
12204 |Capital Lease Obligation @ @ [711208[Other Assets, NonCurent | @) [ (3
11208 |Other Assets, NonCurrent 6] () [712204_[Capital Lease Obligation | (4) @
72200 [Expense (1) _[724004[Transfers X
723005 [Interest Exp (i capitalizable) 6]

Note 1: Campus that either chose to not utiize the capitalized interest to finance the initial payments or chose to shortened the
capitalized interest period to start paying the payments sooner, the interest expense incurred during the application development phase should
still be capitalized as part of the CMS cost

Note 2: The nurnbers in parenthesis under the Debit and Credit columns represent each entry number. These nurnbers correspond to the entries
in the campus business unit or ledger._The nurbers also identify which entries are adjusted in GAAP.





V. References
Financing & Treasury Tax-Exempt Commercial Paper / Equipment Financing Program 
http://www.calstate.edu/FT/StateFin/compaper_financingprog.shtml
2008 GAAP Manual

http://www.calstate.edu/sfsr/gaap/
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