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INTRODUCTION 

The following study of Revenue Bonds and Universities will 

concentrate on state-operc.ted institutions. Ee.ch such school is 

faced with different state laws under which its revenue bond 

funding program must operate, but, if allowed at all, current 

practices are surprisingly similar. 

The subject does not lend itself to extensive quoting of 

previous works since sources mention only briefly the objective 

of this report. 

Revenue bonds D.re widely used by governmental units to 

generate revenue used to retire the bonds. The bond itself is 

n negotiable, interest-bearing instrument usually hnving coupons 

attached. 

This paper will show current use of revenue bonds by 

universities and the details of concern during issue of the bonds 

and methods of reporting ongoing results of operations. 
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I. FLOATING THE ISSUE 

A. Present Use of Revenue Donds 

Colleges and universities are presently utilizing revenue 

bonds to generate dollars for purchase or con s t ruction o f a wide 

variety of fac~lities. Although most uses center Qround p ro­

viding housing and food service f a cilities for students, other 

uses do appear from time to time, such a s: 

utility sys t:,ems 
faculty housing 
fire and security p rotect ion 
bookstores 
campus acti vit,y cen-~ers 1 2 g raphic service cen~ers. ' 

The above list is certainly not all inclusive, since uses 

for revenue bond funding are limit,ed only by t h e imagi nation o f 

the user. It does, however, provide some idea o f current p r a c­

tice. The facility constructed or purcha sed ma y generate revenue 

from either sources outside the university or f rom within t ,he 

school itself, throug h 11 interdepartmental11 cha r ges. One b a sic 

requirement is that the asset purchased with the proceeds f rom 

the s a le of the bonds be used to generate revenue tha t will be 

1Montana State University, 1972 Revenue Bond Report, 
(Bozeman, 1972), p. 2. 

2university of Ala ska, 1973 Revenue Bond and Mortga ge 
Report, (Fairbanks, 1973 ), p. 1. 
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used to pay interest and principal due the bond holder. 

The advantages of revenue bond funding in state-operated 

institutions are three-fold. First, it allows the school to 

g enerate construction capital for certain facilities without 

asking the taxpayer to pay additional tax dollars. Second, t h e 

interest paid to the bond-holder is g enerally tax free, so the 

purchaser of the bond is willing to accept a much lower rate. 

Third, the interest ~nd principal may be repaid over the life of 

the facility using income generated by the project and is there-

by charged to the user of the facility. 

Various types of repayment a greements a re utilized, most 

attempting to 11 level 11 the annual dwrg e by increasing the amount 

of principal retired as the interest expense decreases. 3 There 

are usuc:'tlly provisions for early retirement, redemption reserves, 

repair and replacement reserves, "1nd restrictions on the met;hods 

d . . '. . h Ll. use in 1nves~1ng ~ ose reserves.· 

The agreement it;self, usually termed an indenture or 

resolution if issued by a legislative body, is a long , detailed 

legal docwnent containing at least, but not limited t.o, the 

following sections: 

1) Definitions of terms 
2) Description of the facility to be built 

3university of Alaska, pp. 18,19. 

4university of Alaska, Resolution, 1962 Revenue Bond 
Issue, (Fairbanks, 1962), pp. 29-41. 



3) Estimate of revenues to be g ener~ted 
4) Description of the bond issue to include 

maximwn amount, face interest rate, date 
of bonds, date interest is pay~ble, and 
redemption date 

5) Outline of early redemption requirements 
6) Design,rcion of a trustee 
7) Outline of the format of the bond 
8) Regular redemptic,n requirements 
9) Statement releasing the state from a general 

funcl obligc:rtion 
10) Description of signatures and sea ls to be 

affixed 
11) Procedures for delivery of bonds to trustee 

to include instruction for destruction 
of matured coupons, if a ny 

12) Provisions for sale of the bonds 
13) Instructions to the trustee concerning hand­

linG of proceeds of the sale 
14) Description of the fund to be established 

for t h e recording of current transactions 
15) Outline establishing redemption fund 
16) Outline cs-cc1blishing rep .::ir a nd replacement 

fund 
17) Instructions to the trustee concerning 

investment of funds held by him 
18) Provision directing use to be made of any 

excess funds generated 
19) Agreement not to sell facilities except under 

strict and specified conditions 
20) Provisions governing possible issue of 11 parityn 

bonds 
21) Provisions denying recourse a g a inst board 

members for failure to pay interest 
22) Definition of situations considered default 
23) Provisions for action after default 
24-) Replacement of lost bonds or coupons 
25) Provisio:-1 for resignation of trustee 
26) Signatures of institution and trustee. 5 

5 IBID., pp. 2-59. 
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I 

B. The Responsibilities of the University 

The institution must be able to assure t h e prospective 

bondholders that it Hill s p end the funds g ener~ted c.2refully 

and then proceed to pay the bondholder the a g reed-up on interest 

and principo.l while providing for required reserves. The details 

for this assurance are outlined specifico.lly in ·che 11 inclenture 11 

or agree1;1ent. 

The institution should also select a 11 ·crustee11 , usuD.lly 

a bank, who will stand as~ disin~erested third party and 

usu~lly act as paying a g ent for the bond i ssue. If reserves 

are to be established, there m~y be a provision appoi nting the 

trustee to perform t h e task of i nvesting these funds . The 

school should provide an adequate accountin e; system for re­

cording transactions concerning op erations and debt retiren1ent. 

Plans to issue an annu al report to the bondholders ( a nd others) 

should be considered and might include the tr~nsactions of the 

trustee. 

Ca re must be tc\ken to maintain the f2cilities constructed 

in a condition that will allow continued generation o f income. 

A decision of major importance in the selection of a 

method for sale of the bonds, or 11 floating the issue•1. 'l'his 

decision will depend largely upon the credit rating enjoyed by 

the institution. Long -term debt credit information is available 

through such services as Moody's or Standard and Poor 1 s, c::i.nd mny 

6 



UNnfi!::RSIT'/. O;F' t\LASKA 
( f<e11enue Son ds) 

In ;icldit ion to gener;il o b:ig3.!lon9 of the 
State o f Al.:isk" on behalf of :r:e 1,;~~iversity 
(sec on :t l?rl!ccciin~ p:,~e) , :i.rc •:l::-t;iin bonds 
of the University itself secur~<i b:r project 
revcnu~s. 

Address: College, Al.isk:.. 

~nrolln,ent: 1968-69. ?.,22.5; lSGi-&3, 1.S-17. 
Univ 2r>i~y of ;~l:1sKa Housina System z:?oyo .. 

nue ~O!lris~ Otltst:~nding :Jur.C Z1), 1971 · ~10¥-
613,0UO as Jol.!ov.-.:;: ' " ' 

,
61 

D onnit.:iry- ;~;u'?d $750,GOll 
S er. to ·1- !-::c~l ... <\S;Ol S6•1: l,OiJO 

F nculty H<1t1!,[11,::-Isst1cd $1,!JfJ0.0~0 
3 ','.,s '61 SC'r. to. 1- t-~o,1t /\ & O 1 s::r;,010 

Dm,n;.: ll:,ll- h su ed $1.rn~.o,,o 
:l'.!!,s '62 Ser. i.n -t- l-::Qll2 A S .. O 1 ~85,0(11) 

D nrm. 0:. J\.lfli:icd Studt. i\ i>t~.-2,5LO,OOO 
3 ~::s '63 Ser. to ,: - 1-~cri:1 .:\ & o 1 2 10:i.Ct,o 

15 
'GJ liousim: F.qu ip .-- 15sucrl sw;;.vuo 

__ ___ x- 1.7:; 111~"s1 110.co,> 
Dcrrn it0ry-1ssu:;d 3~.07:l,LOO 

:l'!'.,s ·c;~ S Pr. to t.- 1-20~·1 A "'o l ~.S30,C~O 
D0rmilo1 :r-I.-;sucd $3,000.COO 

:s '68 ::;er. to '1- l -~003 ,/1. &0 l 3 ,000,000 
INTEREST P.'\Y,\l3LE-At Ch:1,e Monh:,tt:,n 
B;tnk, Ne:\'; Yor!-::: exc~!) t I-IousirtlJ Equiprncnt 
boJlds pny:iblc .:st Uni.ve:1·sity. -
CALLABLF~Hol!.sing S:,•stcr.1. rcvc.,nue brmda 
c\t 103 heg1r1r;ing as follow:;: J~I::; u!"ltl 3~~s of 
1961. 10-1-71; 3":hs o: 1%2. lO-l-72; 3~:,s of 19C3, 
l0-l-i3. Ho•.1sine Eq uipment bonds at p:11· on 
10 days• not:ce. 
s:i;:cURITY-Hct•sing System revenue boncl3 
secured sole ly 1,y 1·evenues o f b uHdir.r:~ co,n­
pri~ing the S ystt'm. liousinl{ Eqt:i91nent I.Joncl.9 
by stude:1t fees. 

lJnjversity of Al;iskn He;ilinr, Corµ. r;,v­
e.iue bo:,ds: Issueu, $3,0G0,000 ; ou ts tanrlinr( 
Aug. 15, 19il, as fol:nws : · 
•J~,s 'G2 Ser. to S-15-62 F &./\.15 $2,575,ll•)O 

Interest paid a t Ch:ise bl~nh;;.ttan Bank, 
N ew York. 

Calla ble at par b 'c![:irminis 8- 15-'.7. 
Payable from revenues of non-oront c or­

poration aclminis tc rin;{ U. <>i A . h ea·ling facEi­
"ties. I!cvenues ~re ren!:,ls p~d by U r.ive r si:y 
on "'le3Se b:icl:.." 

This listin~ gives all i mportant i nformation concerning 

University of Alaska Bond Issues. A prospective purchaser wil l 

revie1,·1 this listing , then proba bly request f urther finv.ncial 

information from the inst;it;u·cion itself. 

Fig . 1. --S::i.rnple Listing from r-ioody' s 
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include listings as indicated in (Figure 1.). 

If the rating of the school is an excellent one, there will 

be no trouble approaching an investment broker for assistance 

with the sale. Such a sale is usually advertised for~ time in 

advance, then bids ure accepted. The proceeds of the sale may 

not match the par value of the bonds, since the interest rate 

indicated on the face of the bond itself may differ from the 

current m~rket rate on like investments. Such differences are 

caused by delay between the d2te face interest is estnblis11e d 

and the <late the bonds are sold. The difference i n proceeds, 

whether premiwn or discount,, is absorbed by ·che institut.io:a a s 

an interest rate adjustment. 

The cash proceeds from the s a le o f bonds is generally 

transferred to the selected trust ee for investment and s a fe-

keeping until contract payments to builders are due. 

In the event that the credit rating of the school is not 

well established or is poor, the course of ac-i;ion may be quit;e 

different. The most likely method \,.rould be to ~pproach the 

federal Department of Housing and Urban Development, 11 I-IUD 11 , f or 

their guarantee of interes·c or possible purchase of the issue. 

If the federal government sees fit to assis t, the university, 

the sale proceeds much as if it would for a sale to private 

buyers. 11 HUD11 requires a special annual report, (Figure 2.), 

but cliff ers little in other respec·cs from private bondholders. 
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HUD-4370,CH 
Hou-b..- 1_9]1 
(l· o,,..erl1 (,;.t" A-J70-'-"1 

~'"' App,owed - ~ ··-·- .• ,v .. , 

U.S. O£PAATMENT OF HOUSING ANO URBAN DEVELOPMENT TO BE COMPLETED lY HUD 

COLLEGE HDUSl_l~G LOAH PROGRAM 
A. REVIEWED BY 

LOAN MANAGEMENT REPORT D. GROUP 01 011 

1. OORRO'fl'CR"S HA"4E 2 , PROJECT NUMBER 

, . BORROWER'S ADDRESS ANO ZIP COOi! •. FISCAL 'YEAR ENDING 

' 
PLEDGE REVENUES 

CROSS 
MANO O COSTS 

H~T 
AVERAGE 

o. HtCOME FROM ,.ACILITIES (/d"'tif,) (£%elude OCCUPANCY 
PCCEIPTS Debit S~rviccJ 

REVENUES REGULAR TEAM 

s $ s -
,..._. 

,..._. 

TOTAL $ s s 
b . OTkER (Spaify souti:~s ) PLEDGED R!!VEHUES 

s 
c . SCHEDULE OF CURRENT RATE: CHARGES IN PLEDG!:O FACU. .. ITIES 

PER STUDENT 

Room: 

Boord: 

Fc-u: -------

d , DEBT SCRVICE COVERAGC (To be <omo/ctcd ~ · /llJD): 

(1) Total pledged revenues s Debi service coverage 

(2) T 0101 nel revenue-s s Debt service coverage 

(3) Proiect net revenues s Debt 1ervice coverage 

• . EHROLLMEH i FOR EACH TERM FOR PAST SCHOOL YEAR AS REPORTED TO U.S. OFFICE OF EOUCATIOH 

Tenn 

To1ol 

Full•ti1H 

Residential 

i 

7. FURNISH THE FOLLOWING IHFORMA TIOH, 
BALANCE TOTAL WIT:i::~ALS !1 

8ALAHCE 
ACCOUNT OR FUND 8!!:GINNING OF OEPOSITS_)j E:NOOF Y~AR 

YEA.A 

Revenue Fund s $ s $ 

Bond ond lnlrrul Sinking Fund 

Repair and R,placcment Reurve Accaunt 

Endowment fund Escrow Account 

TOTAL s $ s s 

J/Fumhh fronscripf of d•posih and withdrowoh by obj •ct totols. 
TD BE COMPLETED BY HUD, 

OVERALL OPEAATIOHS 

MARKET VALUE T oral Income 

Collateral Accounl $ Total Expenses 

Debt Service Reserve $ Net Income {d<{ici<) 

$ 
Operating Ratio 

Repair and Replacement Ruervo Account 
GH11 included in obovc income 

Endo•ment and Elc,ow Account s long Tenn Debi Rotio 

8. C OMMENTS1 

9. REVll.:wER COMMENTS (To be complttcd by HUD): 

l'f.:EPAREO BY: 

Signature lhu.: 

NOMt GIid Ti:le (Pl«:ue type) 

HUO.Wo,h,. O. C. HU0-070-CH 

Fi g . 2.--Yca r-end IIUD Re port, 



C • 'I'he Trustee 

The institution usually is required to select a qualified, 

disinterested third party to act as trustee for the bond issue. 

This ·trustee would re.::sonably be the ·crust department of a bank 

knm·m to the school. Once established, .::. t rustee ,.,ill probc1bly 

be utilized for several, if not a ll, bond issues sold. '.i'he 

trustee is, of course, p.::.id a reasonable fee for 9 erform~nce of 

this service. 

The trustee has an initial duty to obtain a copy of the 

inden-cure or resolution and become f .::unilio.r ,-,it 11. all in·ovisions 

affecting him. He m~y be merely a paying a g ent and inv estment 

counsel, but ,dll, most probably, have an addition2l respons­

ibilit,y ·co -the bonc:l10lders for 2ssuring compliance ,-,ith cer·c c:\in 

items outlined in the indenture. The trustee should review, 

in detail, the fin~ncial reports of the institution. He must 

insist upon timely transfer of funds from the current operation 

of the facility to t he 11 reserve 11 or 11 redemption 11 funds held by 

him as provided for in the agreeraent. 

The trustee will ordinarily assure that any unused portion 

of the proceeds is, immediately after completion of construction, 

u sed to retire bonds so that the v.:llue of the outstanding issue 

does not exceed the amount paid to the contractors or owner of 

the facility. 
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Once the facility is complete and in the hands of the 

school, the trustee turns his attention to the usually semi­

annual interest trans:f er•s from the institution to the bondholder. 

This is accomplished throug h present.::tion of coupons {in the 

case of coupon bonds) to the trustee by the bondholder. The 

coupons are then given to the institution for destruction. 

Another duty of the trustee is to insure adherence to the 

redemption schedule provided for in the indenture. He may h.:we 

to call for e.:.1rly redemptions in addition to the re€:,rul2.r schedule 

if income from the facility should exceed expcctatio;:1s. 

The trustee should also be prepared to pron~tly invest 

any funds tr.:msferred to him for holding .:1s 11 redemption reserves•• 

or 11 repair and replacement II reserves. The invcstment,s should 

be made in a ccordance with specific instructions from the 

university if not out,linecl in the indenture. The instructions 

will almost surely stipulate government e;u a ranteed marketable 

securities of medium to long term for redemption reserves and of 

6 short term for repair and replacement reserves. 

The trustee must also provide for adeau.:ite communications 

bet,·:een himself, the institution, the bondholders, and any 

auditors involved in review of the financial aspects of the bonds. 

He should provide a prompt~, detailed financial report of his 

actions as soon as possible after the close of the fiscal year 

of the school. 

6 . . 
University of Alaska, p. 34. 
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II. ACCOUNTIHG FOR REVENUE, E)~PENSE, AND DEBT SERVICE 

The section on nccount.ing for revenue bonds will address 

itself to the point of view of the school only. It will omit 

records of the bondholder or trustee as a consideration. As with 

mos·c public org~niza:cions, uni versi-tics f ollo,-1 11 fund accoun-ting 11 

guidelines. r,lore specifically, guidelines es·tnblished by 11 Colleg e 

and University Business ;.clminist;ration 11 , which ,-,ere recently 

modified by p ronouncemerrts of the AICP A. 7 

Universities d ivide their a ccounting c-ctivities into 

various specialized 11 fund groups 11 • Only three will be of inter-

est here: 

1) 

2) 

3 ) 

Current Funds--A g roup used t o ~eflect only 
operations of a current nature. 0 

Plant Funds--A g roup used t o record physical 
plant; .::.ssets 2nd long-term debt p a yable 
thereon..9 

Retirement of Debt Funds--A group used to 
record t.rans~ctions concernbng the trustee, 
reserves, and redemptions. 1 

7American Institute of Certified Public Account ing , 
Audits of Colleg es and Universities, (New York, 1973), p. 47 . 

8American Council on Higher Education, s;olleg e and 
University Business Administration, (Washington, D.C., 1968), 
p. 200. 

9 IBID. , p. 211. 

l OIBID • , p. 213 • 
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Ench of these 11 fun<l groups 11 be.lances, therefore, each 

conJ0.:dns a sset accounts, liabili·cy accounts, inco1:1e and e:~:.Jense 

accounts, and surplus or 11 fund balance 11 accounts. For purposes 

of unif or1:iity in the p resentation of this p a rt on accoun-cing 

for revenue bonds, the following; inform-=ltion will provide .:-. 

base: 

1) This is the first year in the operation of D h ousing 

system purchased for :;:;2, 500,000 on July 1 of this fiscal yeer. 

2) The purch~se was financed by the sale of 3% revenue 

bonds on Jznuary 1--sold at face value. The bonds are coupon 

bonds, maturing ,re various t imes over the next 45 yec:1.rs. 

3) The trustee ,-Jill m.2ke aJ. l paymen-cs to bondholders, 

hold all interest reserves, and furnish an annual report to the 

university. Th e trustee fee ,-Jill be ~:;s,ooo per year, payable 

in the subsequent year. 

4) The redemption reserve ,-,ill build at the rate of 1% of 

the purchase price of the f aciliJ..:;y per year to a maximum of 

~;i200, 000. 

5) The repair and replacement reserve will build at the 

rate of 1% of the purchase price of the facility per year to a 

1:10.ximi.lln of 10% of the purchase price--~) 250,000. 

6) Revenue in excess of requirements may be used for any 

lawful purpose. 

13 



A . Ii Current Funa 11 Operations 

The ·cr.::msa.ctions !~or1;1~lly recorded i n ·che current~ fund 

[?;roui) c:~re -the dD.y-to- d<-1.y collcc·0ion of i:i.1come, po.yn~cnt of OiJer .:::. -

tio~12l e:;~p crn::;cs, i~:vest1;1en-t of excess ctn~rent cosh , v.nd tr2.nsi'ers 

·to other funds . ? resented b clov 2.re a series o f entries f or Ct 

hy?othetica l first year in the ODeration of~ u niversity h ousing 

system, iccluding closin g entries, p re-closing trinl balDnce, 

post - closing trinl balance, and descriptions of e a c h ent r y : 

1) Cash 

Revenue from Housir:.g 
To record collection of first 
seme.st,er rer:.t . 

2) Investi;1e11"cs 

Cash 
1'0 reco1~d invest.men~..:; of a p ortion 
of cash collected. 

3) Op erational Expenses 

Cc.sl1 
To record operation~l expenses 
in the dormitory for the first 
semester. 

L!·) Transfer to Retirement of Debt. 

C.::..sh 
To record tr~nsfer of first i 
year interest ~mouut to the 
trustee . 

14 

Credit 

~;250, 000 

~::2 so, 000 

75,000 

75,000 

125,000 

125, 000 

37,000 

37,500 



5) Cash 
Revenue from Housiug 

To record collectior. of second 
semester rent. 

6 ) Investments 

Debit 

;,.,2 50, 000 

75,000 

Credit 

:,.,2 so, 000 

c~sh 7 5, COO 
To record investment of ~ p or-
tion of c nsh collected . 

7) Op e~2tion~l Exp enses 

Cash. 
To record o p erDtion~l expenses 
in the dormi t,ory for the second 
semester. 

8 ) Ca sh 

Investments 
Interest Revenue 

To record year-end liquida tion 
of investments . 

9) Transfer to Retirement of Debt 

Cash 
To record transfer of second! 
year interest amount to trustee. 

10) Transfer to Retirement of Debt 

Cash 
To record transfer of annu a l bond 
retirement amount to trustee. 

11) Tr~nsfer to Retirement of Debt 

Cc.sh 
To record transfer of reserve 
requirements to .trustee. 

15 

125,000 

156,000 

37,500 

3 1,000 

50,000 

125 , 000 

150, 000 
6 , 000 

37,500 

31,000 

50,000 



CURREl'~T FUND 
PRE-CLOSING TRIAL BALANCE 

Ca.sh 

Expenses 

Transfer to Debt Retirement 

Revenue 

Interest Income 

12) Revenue 

Cash 

Interest Income 

Operational Exp enses 

Transfers to Retirement 
of Debt 

Current Fund Belance 
To record closing entry fo r the 
fiscal year. 

Current Fund Post-Closing 
Trinl Dalance 

Current Fund Balance 

Debit 

250,000 

156,000 

:;;506, 000 

500,000 

6,000 

Debit 

~\ 100,000 

Credit 

~)500, 000 

6,000 

:;~506 , 000 

2 50,000 

156,000 

100,000 

Credit 

~~ 100, 000 

It should be noted that the *~100,000 remaining after 

current expenses, debt retirement, and reserve requirements are 

met is available for any lawful purpose--not necessarily re­

stricted to use on the housing facility. Many institutions use 

·these 11 excess 11 funds to retire bonds early--thereby reducing 
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future int;crest. ~nd debt retirement require1:1ents. This e .:::.rly 

retirement may be ·caken c::s n strensth b y the outside observer 

since the institution is doine; better than meet ing the minimw n 

indenture requirements. 
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13. Retirement of Indebtedness 

The transa ctions non1ally recorded in the retir~nent of 

indebtedness fund g roup are~ reflection of the books o f the 

trustee. The entries 2. sstune, hm·Jever, thnt all coup ons and 

bonds are promptly p resented for payment. l' resented belm·i are 

the entries for the year depicted p reviously in the section on 

current funds: 

1) Cc.1.sh 

Redemption Fund Balance 
To record receipt of first i 
y ear interest due. 

2) Re d emption Fund Dalance 

Cash 
To record payment of int~erest to 
bondholders. ( Note th2t no ex­
p ense a ccount is used because this 
amount ,;·;as already 11 expensed11 in 
t,he current fund g roup. ) 

3) Cash 

Redemption Fund B2.lance 

Repair and Repl a cement Fund 
Balance 

To record receipt of second! 
year interest, retireoent require­
ment, and reserve requirement. 

18 

Debit Credit 

,{; 37 ,500 

f; 37,500 

37,500 

37,500 

118,500 

93,500 

25,000 



4-) Redemption f ur~d Dal.::nce 

Cash 
To record payment of int,erest 
and required principal to bond­
holders. 

5) Rep air and Rep lacement Investments 

Debi t 

:;:; 63 , soc 

25,000 

Redemption Investme:Ycs 25 ,000 

Credit, 

::) 68 ,500 

c~sh 50,000 
To record investment, by the 
trustee, of reserves held by hira. 

RE'I'IRE:t<ENT OF I EDEBTEDlJBSS F UNDS 
YEAR- END TRIAL DALANCE 

Reclempt:;ion Invest;ments 

Rep a ir and Re;.1lacement Investr:ients 

Redemption Fund Balance 

Rep2ir 2.nd Repla cement Fund 
B~lcmce 

Debit 

~;i 25,000 

25,000 

Credi t; 

~) 25,000 

25 , 000 

Interest income g enera ted by the trustee investments will 

usually be recorded as current fund income. There will probably 

be no actu.;:.l c 2.sh ·l::;ransf er back to the institu-tion, but instead 

the subsequent transfer to the trustee vill be reduced by inter­

est earned in the prior p eriod. 
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C. Plant. Punds 

The entries to the plant fund g roup a re usu~lly made onl y 

\·:hen plant is purcha sed, bonds D.re sold, or o.t y e3r-encl, -to 

reflect retirements. The first yeo.r o p er2tion is s h own below: 

1) Cash 

Revenue Bon d s Pay able 

To record s~lc of t h e bonds 
2-·c p ar. 

2) Dormitories 

Cash 
To record purchase of the 
f a cility. 

3) Revenue Doncis P a y a ble 

Net Investment in Plant 

:D e bit 

:::,2, 50 0,000 

2,500,000 

31,000 

PL1',.l-1T FUNDS 
YEAR-END TRIAL BALANCE 

Dormitories 

Revenue Bonds Payable 

Het Investment in Plant 

20 

Debit 

~;2, 500,000 

Credit 

:;:i2, 500,000 

2,500,000 

31,000 

Credit, 

~~ 2, 469,000 

31,000 



III. REPORTI NG RESULTS 

A year-end re_:iort to m.c\n age rilm'lt, t rust~ee, 2nd o ther 

interested parties should be con sidered. The suggested subjects 

.:'.ncl methods of displ.:,y i n this section 2re no·c nec essnrily i n 

l·ii d esp reo.c.l u se t h roug h out hig her educ .:i.tion . 

A, Describin~ the Issue 

The rep ort .should give o.11 ·)ertiner~·t i r..f ormat i on cor!-

cerning t h e issue. This b ecome s 1Eore and more i r;;port . .:-.nt ,·,hen 

several issues 2.re contai ned tJi thi n o ne re_;:)ort. 

1) P r~ject Con struct. eel or Purchase d 

A description of the f a ci l i ty wi ll be helpful 

t o the r eader. It mi g-lrc i n clude occupanc y c apacity 

of a dormitory, seating c a::,>2city of 2 f ood service, 

or other inf ormation. ( Example i n Fi6 t!r e 3 . ) 

2) Descriotion of the Det a ils o f Issue 

It is proper to reflect t he amoun:c of i n itial 

issue, interest r a tes, and dat es of interest pay-

ments a nd redem?tions. ( Example in Figure 3,) 

3) E.nrly Redemption 

The report s h ould include 2 section outlining 
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conditions under ·which an early redemption cc.n 

'be 1,.10.de. (Example in Fi c;urc 3.) 

4) Doncls Redeemed o.nd Ot.rtstanc'dnf; 

The report reader should be made aware of 

the red~nption history o2 the issue and amount 

re1,1a ining to be redeemed. (Ex.:.mp le in Figure 3.) 

5) Future Redemption Requiremei'lts 

A display o f future years• interest a n d 

princip~l pnyments should be a part of the report. 

It. may be broken clown by yea rs as wel1 a .s payment 

d~tes within those years. (Example in Figure 3.) 

6) Earnings and Account Balance Requirements 

ii. brief outli:-ie of mir..imum reserves to be held, 

2n~1u2l deposi·cs required, a.nd ot: 1er mc'. jor restrictions 

iu~osed by the indenture should be covered. ( E,- ~.,-,·~)le ..t•<.:.~ ... ~.i -

in Fig-ure 3. ) 

B. Revenue and Expense 

A revenue and expense report should be prepared in detail, 

s h owing a.11 income and oper,1:cional expenses c:tttributa.ble to the 

facility, including allowable charges made by other departments 

within the institution. 
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Debt service exp enses should be treated 2.s n 111.JeloH ·the 

linen item, but may be included or~ the s.::1:1 e report. 

in Fi gure 3 • ) 

C. Debt Service and Reserves 

'l'lle 1~eport should con-t2.in a section de-tailing all trans-

actions for the fisc2 l year . It should cover all the differe~t 

11 funds 11 i mportairc to the bond. issue. Here, it. i s very ii;1p ort,z.nt 

to describe ·cransf ers betHeen the various nfw.1.ds ii o.s v,ell as 

income ,:mcl e:;cp ense involving outsid ers. 

A schedule of invest,men-c s should b e c1.t;ta.ch ecl ·to ·che 

section on debt service ~nd reserves. ( 
-~ 1 . J.:,XLln:.p .,_e J..11. Figure 3.) 
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University of X 

Revenue Bond ~eport 

June 30, 1974 

1974 Issue--~~ta on Donds 

?ROJ.EC'l': 

1) Construction of 2. 111en I s dorui·cory -i::,o house 500 

students 2nd one heod resident . 

2) Constructim1 of a women I s d ormitory to house 500 

students and one head resident. 

DESCRIPTION OF THE ISSUE : 

~) 2,500,000 was originally issued against a total author­

ization of ~;3,000,000. Face interest is 3%. Interest payments 

are due each December 31 and June 30, and principal payments a re 

due June 30. 

Fig. 3.--Sample Bond Report, Part 1. 
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University of :X 

Revenue Bond Report 

J"ane 30, :i.974 

197 L;. Issue--DErce. oa i30;:1ds (continued) 

EARLY R::D Ei\~? TT 01! : 

AJ.l bonds c::re rede0m2.b:Le on any in:ccrest po.yment date in 

i1rvcrse numerical orcler o.'i.:, p remiums s pecified. in t. h e i nder:turc. 

Ye.:;rs Due Tnt.erest 

197,;.-2018 

Orig ia.:d 
Issue 

~~2, 500,000 

FUTURE REDEr-lPTION :RBOUIREi'·:El1:TS: 

Ir;·~er•est~ I11t;,eres-t 
Fisco.l D Ll0 Due 

Year Due Decec1ber 
,., .. 
J.l June 30 

1975 :;:;37, 03 5 ~:;37, 03 5 
1976 36,555 36,555 
1977 36,060 36,060 
1978 35,550 35,550 
1979 35,025 35,025 
1980 34., 485 34,485 
1981 33,930 33,930 
1982 33,360 33,360 
1983 32,760 32,760 
1984 32,145 32,145 
1985 31,515 31,515 

Rcdemp cions 

:::;31, 000 -0-

?rinci:nil 
Due 

June 30 

ti;;32,ooo 
33,000 
43,000 
35,000 
36,000 
37,000 
38,000 
~.o, ooo 
41,000 
4.2, 000 
43,000 

Fig. J.--Sample non<l Report, Part 2. 
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Out;,s·C,ctndi11c; 
6/30/7 £:. 

:;:;2 , i;.69 , 000 

'I'ot<:ll 
Requirement 

t;106,070 
106,110 
106,120 
106,10c 
106,050 
105,970 
105,860 
106,720 
106,520 
106,290 
106,030 



.. 

FU~URE REDEMPTION REQUIREMENTS: (continued) 

Fisc.:tl 
Year Due 

1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
199'-!-
1995 
1996 
1997 
1998 
~999 
2000 
2001 
2002 
2003 
200~-
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
20 14 
2015 
2016 
2017 
2018 

TOTAL 

InJ..;eres·t 
Due 

December 31 

:.:,30, 870 
30,195 
29,505 
28,800 
28 , 065 
27,315 
26 ,535 
2 s, 71;.c 
2/:. , 91 S 
2L)., 07 5 
23,205 
22,305 
21 ,375 
20,4-30 
19 , i!-55 
18,L:-SO 
17,1:-15 
16,35c 
15 , 255 
14. ,115 
12, 9L).5 
11,7!:-5 
10,500 
9,225 
7,905 
6,555 
5,160 
3,720 
2,235 
1,785 
1,335 

885 
4-35 

~;;917,220 

R.edeemecl in prior years 

I NITIAL ISSUE 

Due 
June 30 

~~30, 870 
30,1 95 
29,505 
28 ,800 
2S , 065 
27,315 
26 ,535 
25 ,7(0 
2t;. , 915 
2!;.,075 
23 , 205 
22,305 
21 ,375 
20 , L:-30 
19,4-55 
10, 1:.so 
17,L:-15 
16,350 
15,255 
:!.!;. , 115 
12,945 
11 ,7£'..5 
10,500 

9 , 225 
7,905 
6,555 
5,160 
3,720 
2, ?-35 
1,785 
1,335 

885 
4.35 

~~917, 220 

P ri;.1cipnl 
Due 

June 30 

t:,~5 , 000 
Li /, o nr. .. v' vv 

t:-7 , 000 
t!-9 , coo 
50 , 000 
52,000 
53 , 000 
55,000 
56 ,coo 
58 , 000 
60 , 000 
62 ,oco 
63 , 000 
65,COO 
67,000 
69 , 000 
7J.,000 
73,000 
76 , 000 
7 8 , 000 
80,000 
S3 , ooo 
85 , coo 
88 ,000 
S•O, 000 
93 ,000 
96,000 
99 ,000 
30,000 
30 ,000 
30,000 
30,000 
29 ,000 

~32, 4.69 , 000 

---=-3_1, 000 

.. . 2 r:oo oo'"' ~:r> z ..J ? V 

Fig . 3.--.Samplc Dond Report, :)art. 2. 
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'I'o ·t.::i.l 
~--ecLuirer,:ent. 

,) 1 0 0 , 7 L!- Q 

106 , 390 
106 , 0 10 
106, 600 
106 ,1 30 
106 , 630 
106 , 070 
106 , Li.80 
105,830 
106,150 
106 , ( 10 
106 , 6 10 
10.S , 750 
105,860 
105, 9 1 0 
105,900 
105 , 830 
105,700 
106 ,510 
106,23 0 
105,890 
106 , (()0 
106 , 000 
106 , /~. 50 
105,810 
106,110 
106 ,320 
106 , f:.f:.0 

3t!. , 470 
33,570 
32,670 
31 ,'77C 
29,87q_ 



EAIUJINGS J\lJD ACCOUFT Bi.LANCE REOUI RE:t.' EETS: 

Recler.1~'.)-tior:. ~-Zeserve--!~nnunl d.eposi·;;s o·.c :::; 2 5, 000--are 

required t!ntil ·the m~;~i mwn reserve 

of ~200,000 is reached. 

Repair and Re p lacerac~t Rcscrve--Annu ~l dc?osits of 

,:.,2 5, 000 .:-:re rcquii-'cd m1<:;i l ·che 

n!.c.ximu.Jn reserve o :c i~2 50,000 is 

renchcd. 

P i g . 3 • --Sample Bon<l Report, Part; 2 . 
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Uni versit.y of ]~ 

Revenue Bond Re 9 ort 

June 30, 197l!-

Rever:ue from Facilities 

In-cerest Income 

OPERATIONS EXP ENSES: 

Salaries ~; 100,000 

Benefits 7,000 

Su:)pJ.ies 1f?., 000 

Repairs 68 ,000 

J.:u:.itor Service 

O~her 

I 

52,000 

9,000 

TOTAL EXPEPSES 

OPERATIKG I NCOME 

Fie; . 3.--S.:-nple Bond Report, Part 3. 

28 

.') 500, 000 

6 GOO ---~ 
\ 506 ,000 

250 ,000 

··.,..st:. ooo :!µ :l o, . . 



Jane 30, 197 L!. 

S T.l':.T:SI-~m: T Of CHANGES Il, ACCOU1'i1' BAL/.FCES : 

Revenue 

B~lm:ce 7/1/73 - 0-

Rev enue 2rom 
Facili ties (Ret) 8 256,000 

Current. Debt 

ReG.emp-c,i o n 
Fund 

-0-

r:.ctirement ~:; 106, 000 
Currcn-:j R & I 

Rede1:11)·~ior1 
Eteser,.,e 

- 0-

Requirc1;1en-c ~.;z 5, 000 
Current aedcnvtion 

Reserve Require-
rne1-r0 

Be6inning Bala.n ee 
and Additions ~256,000 

Deductions 

Current Debt 
Retirement 

Current R.eserve 
Requirer:1errts 

Excess to General 
Funds 

D2.lance 6/30/74 

Uni versity 
Trustee 

'2:'0TAL 

B"'.lance by: 

Cash 
Investr,~en-ts 

106,000 

50,000 

100,000 

- 0 -

- 0 -
- 0-

- 0-

-0-
- 0 -

- 0-

:;:. 106 , 0 0 C 

106 ,000 

-0-

-0- - 0-
- 0- 25,000 

-0- ~~ 2 5,000 

- 0- -0-
-0- 25, 000 

-0- , .. ... 5 000 ,;,) L, ,Z 

Fi e . 3.-- Snmple Bond Report , Part 4. 
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R & I~ 
Rcser·.rc 

-0-

~~ 2 5,000 

-0-
25,000 

~;25 , 000 

- 0 -
25,2000 

~?25 .z OOO 
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SSLECTE~ DIDLIOS~AP HY 

At!e ric~n Insti t,ute o f Certified Pu~lic Accoun t i n g , ~ u d i t s of 
Colle<~:e s t '.)} cl Unt ver sL;i~E. . :t-: eH Yor•k , 107 3 . 

I1ousir1t~~ ci11cl U1""'bz~n :) cve~LO~ !ne rr L:, , U . S . !Je p t . 
Re::,ort . \ .1,:,.sLi r,e,-to~: , ;.) . C., 197 1 . 

1-;o r1-~2..11~. S·GD:te Uni -v·er1 si·C:y , 1. 97 2 Re--;,..-ez1u c Do:i.:cl R c 1) 0 1~-c . 

i-io11t,~.112 St2~·Gc Ui1i-ve:r'sit; ;,.- , 197 2 . 

z,;oocly I s I n vestor .Servi ces , I n c., k unici ::, 2. l :: ~1d. Covernnwr::t 
i·ic:.:~~~:.;_ . E e11' YorL, 'i. 9 7 2 . 

l-~ess , Jc:;ne,s, C . P . i~ . 

Peterson , Earl B., Ph . D . 

Sii:,ons , Earry o.nd L:',rrenbrock , t.7ilbert E ., I:.1terE1edinte 
Accoun ·ti ng. Sou~h - viestern Publishing Co., 1 9 64 . . 

Tenner , Irving and 
Accot.mtin.;:,; . 
1960. 

Lynn , Ed,-;""rd S ., r.~uniciD2.l ,:md Governmen:tal 
Enc;le,vood. Cliff s, lJ .J.: P rcn-tice-IIall, Inc., 

Uni versi t,y o f Alc:.ska, 1973 Revenue Bond 
P 2.irb2nks : University of Alaska , 

2nd r<ort;g a g e l~e:Jor-t . 
1973. 

Un iversity of Al a ska , P e s olution , 19 62 Revecue Bond Issue . 
Fairbc~cs: University of Alaska , 1962 . 
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Sl3LBCTED DiuLIOSR!':.PHY 

Araeric~n Council on Hi ~l1er Education , Col l e ~e and Universi~-y-- --· ... _, 
DusiL.;.ess 1\clr1~irii s·C:c c.t:,io~1. ~·/ ~s1~li11gto~"l , D . C . , 19 6 8 . -

./ 1.1:!er·icu11 I r1s-~i-~ut;0 of Cer··tifiecl Pt11) lic ./\ ccotuYCin~ , 
Co1let::es ,:.n_c.1 Un iversities. I,~e1·1 Yod<: , 1973. 

1~uclits o-.2 

Ilousir~c; t\ j1 cl tJr~t)211 ~ c--vc~L Of)!,1e :.:-'c, u·. ;:; . !Je p-t . o f , Loan 1~:~ ::1c1.:~;enle n t, 
I<. e ~_:·or··G. ~}L"'.s i~i~--is-Coz: , D . C., 19 7 1 . 

i-;o n:c .::.no. S·e,[':c.e Un i ver-si·cy , l 97 2 Re v e r.uc Bo::::cd Re o o r ·c. 0 oze1cc:.11: 
I'.,o;.1-C,c.11 ~'. E.Jt·, c:·t,c Ur1i ve1'")si·C;/, 197 2. . 

z,loody I s L '1vcst.or Services, I n c., I,lunici·).::. l .:.Lncl Gover:1.1ne n-.c 
t21~ .l . FeH Yorl~ ., "i. 9 72 . 

lZ ess, J ci:nes, C. P • Ji •• 

Pet erson, Earl B., Ph. D. 

Si1::.o r1s, I-iz.rr':r 211 d 

itccounting . 

Tenn er, Irving and 
J-;.ccounti n g . 
1960. 

L .-:rrcn brocl~, t.1i l ber-c, E ., I :r1teruedi~-te 
Sout h- Western Publis hin g Co ., 1964 . 

Lynn, Edw"'rd S., t;Eni_(?ip.s:l 2.nd Governmen-c c,l 
Ene;lewood. Cliffs, N.J.: Prcn-cice-IIal1 , Inc., 

University of Al~ska, 1973 Revenue Dond 
Fairb~nks: University of Al~ska , 

and Mortg a g e Reoort. 
1973. 

University of Alask~, Resolution , 1962 Revenue Bond Issue. 
Fairbnnks: University of Alaslrn , 1962. 
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