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PLANT ACCOUNTI NG  COWMERCI AL PAPER
Renmenber that tinme is noney.
-- Benjam n Franklin
| NTRODUCTI ON

This chapter sets forth University policy and outlines
speci fic accounting procedures for capital projects and
nmedi cal center cash advances financed by the sal e of
commerci al paper (Paper).

BACKGROUND

On Cctober 31, 1996, the University of California entered
the Paper market to provide funds for interimand | ong-term
financing of capital projects and cash advances for the
University's nedical centers. The majority of the nedica
center cash advances are used to provide funding for the Gap
| oans (an internal |oan made by The Regents), for transfers
to the Departnent of Health Services for participation by
eligible University medical centers in the Medi-Ca

Di sproportionate Share Prograns (nandated by SB 855 and SB
1255), and for working capital advances.

Paper is issued either as a tax-exenpt or a taxable

i nstrunment, according to the circunstances. Separate fund
nunbers are assigned by the Ofice of the President,

Busi ness and Finance Ofice (OP B&F) for both the tax-exenpt
and taxabl e prograns.

The proceeds fromthe Paper are recorded in the State Street
Bank Treasurer's Report. Cash, discounts, liability
accounts, and fund bal ances are recorded in the OP B&F
Retirement of |ndebtedness general |edger. Short Term

| nvest nent Pool (STIP) incone is cal culated based on average
dol | ar-day bal ances.

RETI REMENT OF BANK LOANS

The Treasurer's Ofice repays outstandi ng bank | oans when
Paper is issued. The canpus is charged by OP B&F when
repaynment is nmade. The canpus shoul d respond by debiting

t he various canpus construction project fund bal ances using
the transaction codes for borrowed funds, 1550 and/or 3200.
Transaction code 3200 is used to record the anmount of
construction-in-progress carried forward fromthe previous
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fiscal year and transaction code 1550 is used to reflect the
current fiscal year's borrow ngs. The ending fund bal ances
for the retired bank | oans shoul d be zero.

The entry should be nade as foll ows:

Dr. Various fund bal ances X- 101 XXX- 0L XXX- XXX0
Cr. OP Financial Control X-119500

Any difference between the above entry and the anount
transferred to the canpus should equal the anount of
borrowed funds expensed or capitalized in prior years. This
anmount shoul d be recorded in the Note Program fund using
transaction code 3200. The entry should be nade as foll ows:

Dr. Note Program Fund X-1014XX- 014XX- 3200
Cr. OP Financial Control X- 119500

The canmpus nust then make a journal entry in the Retirenent
of | ndebtedness fund using transaction codes 3200 and 21XX
(principal paynent) to offset the 3200 transaction code in
the Note Program Fund. The entry should be nmade as foll ows:

Dr. Bank | oan paynent X-1017XX- 017XX- 21XX
Cr. Bank | oan paynent X-1017XX- 017XX- 3200

FUND TRANSFERS

A CAPI TAL PRQJIECTS

For capital projects, the Treasurer's Ofice transfers
funding to the canpus for the bank | oan payoff and the
first month's rei nbursenent request. The canpus pl ant
accountant must contact the Treasurer's Ofice with
subsequent rei nbursenent requests. The Treasurer's
Ofice wll then provide each plant accountant with a
schedul e to indicate when the canpus rei nbursenent
request is required. The funds will be transferred to
t he canpuses by the end of the nonth.

To transfer the funds to a canpus the follow ng entries
are made:

Fi nanci al Journal /Pink, Type Entry 53

Dr. Note Program Fund J-1014XX- 014XX- 5000
Cr. Note Program Fund J-1014XX- 014XX- 3200
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V. FUND TRANSFERS ( Cont.)
A.  CAPI TAL PRQJECTS (Cont.)

Treasurer's Financial Journal/Geen, Type Entry 56

Dr. Note Program Fund J-1017XX- 0017XX- 3200
Cr. Canpus Financial Control J-1195X0- 0900X0

The canmpus nust respond to these fund transfers at the
time of the request by making the follow ng journal

entry:
Cr. Note Program Fund X-1014XX- 014XX- 5000
Dr. OP Financial Control X- 119500

By the end of the foll ow ng nonth, OP B&F nust
reconcile to actual expenditures the canmpus

rei mbursenment request for the previous nonth. A copy
of this reconciliation is sent to the Treasurer's
Ofice. Based on this reconciliation, the Treasurer's
Ofice may transfer unspent or surplus funds to other
canpuses. To account for the such transfers, the
original transfers to the canpus are reversed.
Canmpuses with deficit fund bal ances will be charged at
the current STIP rate.

B. MEDI CAL CENTERS - GAP LOAN

Since the Gap | oan programwas funded internally from
STIP, no | oan payoff is required. Gap |oans were
recorded in the OP B&F interfund receivabl e account
J-112893 and the current fund liability account
J-115664 at the tinme of the refunding; thus, only an

of fsetting debit in a separate Retirenent of

| ndebt edness liability account J-101691 was required to
record the sale of the Paper.

At the tinme of the sale of the Paper, the foll ow ng
entry was made to reflect the liability in Current

f unds:

Treasurer's Financial Journal/Geen, Type Entry 56

Dr. Cur Fds Commer Paper Lia J-101691- 001729
Cr. Berkeley Fin Control J-119518- 090010

Fi nanci al Journal /Pink, Type Entry 53

Dr. Berkeley Fin Control 1- 119517
Cr. Taxabl e Comrer Paper Lia J- 115664
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C. MEDI CAL CENTERS - DI SPROPCRTI ONATE SHARE PROGRAMS
Transfers of funds to the Departnent of Health Services
for participation in the Medi-Cal D sproportionate
Share Prograns are funded from Paper. When such
transfers are nade, the follow ng accounting entry is
made by OP B&F:
Fi nanci al Journal /Pink, Type Entry 53
Dr. Acct Receivabl e SB855/ 1255 J-112090
Cr. Treasurer's Ceneral Cash J-1100XX
OP B&F makes the followng entry at nonth end to record
the liability in Current funds:
Treasurer's Financial Journal/Geen, Type Entry 56
Dr. Cur Fds Commer Paper Lia J-101691- 0017XX
Cr. Berkeley Fin Control J-119518- 090010
Fi nanci al Journal /Pink, Type Entry 53
Dr. Berkeley Fin Control 1- 119517
Cr. Taxabl e Comrer Paper Lia J- 115664
D. MEDI CAL CENTERS - WORKI NG CAPI TAL

TL 72

Wbr ki ng capital advances are funded from Paper. The
anount of working capital needed is determ ned based on
a nmedi cal center's bal ance sheet, which is submtted
monthly to the OP Ofice of Hospital Budget and Fi nance
(OHBF). If there is a negative cash bal ance for the
nmont h, the nedical center nmust nake the follow ng
accrual entry to zero out the cash and record an
interfund liability:

Dr. OP Financial Control X-119500
Cr. Taxabl e Paper Interfund Lia X-115894

OHBF inforns the Treasurer's Ofice and nakes the
followng entry to reflect this fund transfer:

Treasurer's Financial Journal/Geen, Type Entry 56

Dr. Cur Fds Commer Paper Lia J-101691- 0017XX
Cr. Canpus Finan Control J-1195X0- 0900X0

Fi nanci al Journal /Pink, Type Entry 53

Dr. Interfund receivabl e account J-112894
Cr. Taxabl e Comrer Paper Lia J- 115664
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V. | NTEREST EXPENSE

The Paper rate varies according to the market; there are
several maturities during the nonth. A single interest rate
is calculated nonthly by the Treasurer's Ofice, based on

t he average Paper rate for the current nonth.

A TAX- EXEMPT NOTE PROGRAM -- CAPI TAL PRQIECTS

| nterest expense is paid by the Treasurer's O fice as
t he Paper matures. Wen the paynent is nmade, the
Treasurer's Ofice will make the followi ng entry:

Dr. Tax-exenpt Note Program J-1017XX- 0017XX- 2273
Cr. Retirenent of |ndebt Cash J-10160X- 0017XX

OP B&F charges the users interest expense at nonth end,
as stipul ated above, on the amobunt of project funds
drawn and out standi ng. Canpuses are charged i nterest
expense for projects under construction or conpl eted.
University of California Housing System (UCHS) funds
are charged interest expense on conpl eted UCHS

proj ects.

For conpl eted projects, OP B&F prepares the foll ow ng
journal entry at nonth end to charge the canpus
financial control account and UCHS funds:

Fi nanci al Journal /Pink, Type Entry 53

Dr. UCHS fund bal ance J-101712-01712- 2295
Cr. Berkel ey Financial Control 1-119517

Treasurer's Financial Journal/Geen, Type Entry 56

Dr. Canmpus Financial Control J-1195XX- 0900X0
Cr. Tax-exenpt Note Program J-1017XX- 0017XX- 2295

The canmpus nust respond by chargi ng Retirenment of
| ndebt edness funds as foll ows:

Dr. Retirenent of | ndebt Funds X-1017XX-017XX-2295
Cr. OP Financial Control X-119500

For projects under construction, OP B&F prepares the
followng journal entry at nonth end to charge the
canpus financial control account:

Treasurer's Financial Journal/ G een, Type Entry 56

Dr. Canmpus Financial Control J-1195X0- 0900X0
Cr. Tax-exenpt Note Program J-1017XX- 0017XX- 2271
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Unl ess ot herw se stipulated by the canpus, this
capitalizable interest cost will be funded from Paper
proceeds. OP B&F transfers the funds to the canpus
with the other fund transfers as foll ows:

Fi nanci al Journal /Pink, Type Entry 53

Dr. Tax-exenpt Note Program Fund J-1014XX- 014XX- 5000
Cr. Tax-exenpt Note Program Fund J-1014XX- 014XX- 3200

Treasurer Financial Journal/Geen, Type Entry 56

Dr. Tax-exenpt Note Program J-1017XX- 0017XX- 3200
Cr. Canpus Financial Control J-1195X0- 0900X0

The canpus nust respond by chargi ng the project
expenditure for the capitalized interest and crediting
the fund for the fund transfer as foll ows:

Dr. Plant expenditures X- OXXXXX- 014 XX
Cr. Tax-exenpt Note Prog Fund X-1014XX- 014XX- 5000

I nterest expense related to funds not spent on projects
is funded frominvestnent incone.

TAXABLE NOTE PROGRAM

As the Paper matures, the discount or interest expense
is calculated and all ocated based on the anobunt of the
outstanding liability. The discount anpbunt at the tinme
the investnment matures is the interest expense.

1. Capital Projects

When an investnent matures, the Treasurer's Ofice
records the paynent as follows:

Treasurer's Financial Journal/ G een, Type Entry 56

Dr. Taxable Note Prog Liab J-10169X- 0017XX
Cr. Taxable Note Prog Cash J-10160X- 0017XX

OP B&F then reclassifies the discount on the
mat ured investnent to interest expense. The entry
is made as foll ows:

Treasurer's Financial Journal/ Geen, Type Entry 56

Dr. Taxabl e Note Program J-1017XX- 0017XX- 2274
Cr. Taxabl e Discounts J-10160X- 0017XX
3/ 31/ 97
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V. | NTEREST EXPENSE ( Cont.)

B. TAXABLE NOTE PROGRAM ( Cont.)

1

3/ 31/ 97

Capital Projects (Cont.)

At nonth end, OP B&F charges each user interest
expense based on its allocation of a project's
outstanding liability. Canpuses are charged

i nterest expense for projects conpleted or under
construction.

For completed projects, the canpus financi al
control is charged as foll ows:

Treasurer's Financial Journal/ G een, Type Entry 56

Dr. Canmpus Financial Control J-1195X0-0900X0
Cr. Taxabl e Note Program J-1017XX- 0017XX- 2295

The canpus nust respond by charging its Retirenent
of I ndebtedness funds as foll ows:

Dr. Retirenent of |ndebt Fds X-1017XX-017XX-2295
Cr. OP Financial Control X-119500

For projects under construction, OP B&F prepares
the followng journal entry at nonth end to charge
t he canpus financial control account:

Treasurer's Financial Journal/ G een, Type Entry 56

Dr. Canmpus Financial Control J-1195X0-0900X0
Cr. Taxabl e Note Program J-1017XX-0017XX- 2271

Unl ess otherw se stipulated by the canpus, this
capitalizable interest cost is funded from Paper
proceeds. OP B&F transfers the funds to the
canpus with the other funds transfers as foll ows:

Fi nanci al Journal /Pink, Type Entry 53

Dr. Taxabl e Note Prog Fund J-1014XX- 014XX- 5000
Cr. Taxable Note Prog Fund J-1014XX- 014XX- 3200

Treasurer's Financial Journal/ G een, Type Entry 56

Dr. Taxabl e Note Program J-1017XX- 0017XX- 3200
Cr. Canmpus Finan Control J-1195X0- 0900X0

The canpus nust respond by chargi ng the project
expenditure for the capitalized interest and
crediting the fund for the fund transfer as
fol |l ows:
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Dr. Plant Expenditures X- OXXXXX- 014 XX

Cr. Tax Note Prog Fund X-1014XX- 014XX- 5000

VI .

TL 72

Medi cal Centers Cash Advances

On a nonthly basis, OHBF cal cul ates the interest
expense for the working capital, Gap, and
Di sproportionate Share Program | oans.

The i nterest expense for working capital |loans is
based on the bal ance of the Taxabl e Paper
Interfund liability account. Because the need for
wor ki ng capital is not estimated but is determ ned
the follow ng nonth, the interest calculation for
wor king capital loans will always be one nonth in
arrears.

The i nterest expense for Gap and Di sproportionate
Share Program | oans is cal culated by the end of
each nonth, based on each nedical center's

out standi ng | oan bal ance. The journal entry to
charge the interest expense to a nedical center is
as follows:

Treasurer's Financial Journal/ G een, Type Entry 56
Dr. Canpus Fin Control J-1195X0- 0900X0
Cr. Taxable Note Prog J-1017XX- 0017XX- 2272

The medi cal centers and OP B&F respond by charging
their expenditure accounts using transaction code
7200. (Since this interest cost does not relate
to capital assets, the nedical centers should not
reclassify this expenditure with other interest
expenses at fiscal year end.) The entry is nade
as follows:

Dr. Med Cent O ear Account K= XXXXKK- XXXXX- 7200
Cr. OP Financial Control X-119500

| nterest expense related to the funds not spent on
projects or advances will be funded from
I nvest ment i ncone.

SHORT- TERM | NVESTMENT POCL

Canmpuses with deficit fund bal ances are charged interest at
the STIP rate. STIP expense on tax-exenpt funding cannot be
funded from Paper proceeds. STIP incone on canpus fund

bal ances 014XX is transferred to OP B&F fund bal ance 014XX
Account J-1017XX-0017XX, Tax-exenpt Note Program earns its
own STIP incone.
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VI .

VII.

SHORT- TERM | NVESTMENT POOL ( Cont . )

STI P i nconme/ expense in the OP B&F accounts is
credited/ charged to the Taxable Note Program J-1017XX-
0017XX- 1306.

Medi cal centers continue to earn STIP incone for each nonth
they are in a positive working capital position. The STIP
i ncone, however, is distributed on a quarterly basis by
OHBF.

| N\VESTMENTS

OP B&F reconciles the investnent, discount, and liability
accounts to reports generated by the Treasurer's Ofice.

A TAX- EXEMPT NOTE PROGRAM

To record Paper proceeds in the State Street Bank
Treasurer's Report cash account and the liability
account, the followng entry is nade:

Dr. Retirement of | ndebt Cash J-10160X- 0017XX
Cr. Tax-exenpt Note Prog Liab J-10169X- 0017XX

To account for the purchase of tax-exenpt securities
the followng entry is made:

Dr. Tax-exenpt Separate |nvest J-1016XX- 0017XX
Cr. Retirenent of |ndebt Cash J-10160X- 0017XX

The Treasurer sells investnents and deposits the
proceeds in the Treasurer's general cash account.

| nvest nent incone and the gain or |oss on the sale of
the investnent is recorded using transaction codes 1305
and 1455 respectively. The two entries to record this
investnment activity at OP B&F are made as foll ows:

Dr. Retirenent of |ndebt Cash J-10160X- 0017XX

Cr. Tax-exenpt Note Prog Fund J-1017XX- 0017XX- 1XX5
Cr. Tax-exenpt Separate |nvest J-1016XX- 0017XX

Dr. Treasurer's General Cash J-1100XX

Cr. Retirenent of |ndebt Cash J-10160X- 0017XX

To record the Paper principal paynents, the foll ow ng
entry i s nmade:

Dr. Tax-exenpt Note Program Liab J-10169X- 0017XX
Cr. Retirenent of |ndebt Cash J-10160X- 0017XX
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B. TAXABLE NOTE PROGRAM

Wth the exception of the entries to record the

di scount, the reconciliation of investnents for the
Taxabl e Note Programis simlar to that of the Tax-
exenpt Note Program

To record Paper proceeds in the State Street Bank
Treasurer's Report cash, discount, and liability
accounts, the following entry is made:

Dr. Taxabl e Note Program Cash J-10160X- 0017XX
Dr. Taxabl e Di scounts J-10160X- 0017XX
Cr. Taxabl e Note Program Liab J-10169X- 0017XX

To record the Paper principal paynents, the follow ng
entry i s nmade:

Dr. Taxable Note Prog Liab J-10169X- 0017XX
Cr. Taxable Note Prog Cash J-10160X- 0017XX
Dr. Taxable Note Prog Fund J-1017XX- 0017XX- 2174
Cr. Taxabl e Discounts J-10160X- 0017XX

VITI. COST OF | SSUANCE

TL 72

The cost of issuance and other fees are recorded in the Note
Program Prepaynent account, J-100188-014XX

Periodically, the Treasurer's Ofice, in conjunction with OP
B&F, funds the cost of issuance fromeither taxable or tax-
exenpt Paper inconme. The followng journal entry is
required to transfer funds from Taxabl e Paper fund 017XX, or
Tax- exenpt Paper fund 017XX, to Taxabl e Note Program fund
014XX.

Treasurer's Financial Journal/ G een, Type Entry 56

Dr. Taxabl e Note Prog Fund J-1017XX- 0017XX- 3200
Cr. Berkeley Fin Control J-119518- 090010

Fi nanci al Journal /Pink, Type Entry 53

Dr. Berkeley Fin Control 1- 119517
Cr. Taxable Note Prog Fund J-1014XX- 014XX- 3200

PERVANENT FI NANCI NG AND PRI NCI PAL PAYMENTS

For capital projects, the Paper debt is financed permanently
with bond proceeds. Medical center Paper debt is paid from
current revenue.
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| X.  PERMANENT FI NANCI NG AND PRI NCI PAL _PAYMENTS ( Cont . )

A MEDI CAL CENTERS - GAP LQOANS
At the end of each nonth, the nmedical centers and OP
B&F are charged for their share of the Gap | oan
principal. The entry is nade as foll ows:
Treasurer's Financial Journal/ G een, Type Entry 56

Dr. Canpus Fin Control J-1195X0- 0900X0
Cr. Cur Fds Comrer Paper Lia J-10169X- 0017XX

Fi nanci al Journal /Pink, Type Entry 53

Dr. Taxabl e Commer Paper Lia J- 115664

Cr. Interfund Receivabl e Account J-112893-67916

Dr. Interfund Payabl e Acct J-115893- 63000

Cr. Berkeley Fin Control 1- 119500

Dr. Unexp Bal Ed Fund J-119750- 05397-0799
Cr. Unexp Bal Hospital J-119850- 63000- 0799

B. MEDI CAL CENTERS - DI SPROPCRTI ONATE SHARE PROGRAMS

Medi cal centers nust inform OHBF when they receive
paynments fromthe Departnent of Health Services for the
Di sproportionate Share Prograns. This information is
forwarded to the Treasurer's Ofice. The nedical center
must code the paynent to OP Financial Control X-119500.
OP B&F responds to the paynent by making the foll ow ng
entries:

Treasurer's Financial Journal/Geen, Type Entry 56

Dr. Canpus Fin Control J-1195X0- 0900X0
Cr. Cur Fds Comrer Paper Lia J-10169X- 0017XX

Fi nanci al Journal /Pink, Type Entry 53

Dr. Taxabl e Commer Paper Lia J- 115664
Cr. Accts Receivabl e SB855/ 1255 J-112090

C. MEDI CAL CENTERS - WORKI NG CAPI TAL
| f a nmedical center's outstanding working capital
advance decreases fromthe prior nonth, the foll ow ng
journal entry nust be prepared each nonth to refl ect
t he decrease in working capital debt:

Dr. Taxabl e Paper Interfund Lia X-115894
Cr. OP Financial Control X-119500
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OHBF nmakes the followng entry to reflect the decrease
in the working capital advance:

Treasurer's Financial Journal/Geen, Type Entry 56

Dr. Canpus Fin Control J-1195X0- 0900X0
Cr. Cur Fds Comrer Paper Lia J-10169X- 0017XX

Fi nanci al Journal /Pink, Type Entry 53

Dr. Taxabl e Commer Paper Lia J- 115664
Cr. Interfund receivabl e acct J-112894

MONTHLY AND FI SCAL CLOSI NG REPORTI NG

A

CAPI TAL PRQJIECTS

At fiscal year end, OP B&F reclassifies the investnent,
cash, liability and fund bal ances in Retirenent of

| ndebt edness Funds to Unexpended Pl ant funds. The fund
bal ance transfers are reclassified to transaction code
1550. The liability for conpleted and construction in
progress projects is recorded in Investnent in Plant
Funds. The full anmount of the liability is recorded in
I nvestnment in Plant liability account J-101964. The
[Tability amount for Unexpended Plant is offset by a
debit to liability account J-101988.

MEDI CAL CENTERS - CASH ADVANCES

The nedi cal centers nust reflect the Gap and the

wor ki ng capital loans in their nmonthly financial
statenents and their year-end audited statenent. This
debt nust be reported on the bal ance sheet as a current
liability on separate lines entitled "Wrking Capital
Advance from Conmerci al Paper Programt and/or "Interna
Loan Payabl e from Comrerci al Paper Program™

For the audited financial statenents, the nedi cal

center must record the liability as both current and

| ong-termdebt. The current portion reflects paynents
for the Gap loan and all other cash advances due within
the next twelve nonths. The |long-term portion equals
the nmedical center's share of the Gap | oan, |ess the
anount reported as current.

The liability for the Medi-Cal D sproportionate Share

Prograns is reported on the consolidated University
Annual Report only.
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Xl. RESPONSIBILITIES

The canpus accounting officers and the hospital finance
directors are responsi ble for ensuring that the procedures
detailed in this chapter are foll owed.
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