DEBT REFINANCING

Journal entry to record proceeds and use:

	ACCOUNT CODE
	ITEM
	ENTRY

	30 R 500 000 87*
	NEW BORROWING PROCEEDS
	CREDIT (INCREASE) TOTAL PROCEEDS

	30 E 282 000 6**
	PAYOFF OF REFUNDED DEBT
	DEBIT (INCREASE) PROCEEDS USED


The above entry is made by journal entry if the district is not required to pay an additional cash amount from fund balance or transfer, and does not receive any cash proceeds from the refinancing transaction. The full face or “par” value of the new borrowing (bonds, notes, state trust fund loan) is recorded as a revenue. Any premium received on the refinancing transaction is recorded in source 879.

The total of the 870 sources must equal function 282 000. An exception to this is a type of refinancing known as “crossover” refinancing. If your financial advisor has identified that your district has incurred this kind of refinancing, please contact the DPI as to accounting requirements.

Any identified interest cost should be coded to the 680 object series. The 690 object should be used for all other costs, including “discount.” The amount of the refinanced principal is reported in Object 670 (673 for Notes, 675 for Bonds,  674 for State Trust Fund loans) in the district’s Budget and Annual reports. If the district must use cash from other sources; such as fund balance or a transfer from another fund, to pay refinancing costs, the additional cost should be recorded in object 690 in function 281 000. If source 800 revenues are greater than the uses of refinanced expenditures, a reduction of interest cost in function in 281 000 should be made for any amount of cash received. 

The fiscal year end balances of long term debt will be increased by the amount of any new debt incurred (source 870 series) and reduced by the principal amount refinanced (Object 670) amounts.

