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10-42-00 PURPCSE

Thi s chapter describes the |oan accounting procedures to be used by
the Operating Divisions (OPDIVs) to inplenment policies and reporting
requi rements established by the Ofice of Managenment and Budget (QVB)
and the Treasury.

10-42-10 DEFI NI TI ONS

Definitions given are consistent with those published in OVB
Circulars, A-11 and A-34 and other Treasury and OVB regul ati ons.

A A direct loan obligation is a legal or binding agreenent that
results in:

1. a disbursenent of funds to a non-Federal entity by a
Federal agency (including the Federal Financing Bank (FFB)
on behalf of a Federal agency) that is contracted to be
repaid, with or without interest;

2. a purchase of non-Federal |oans by a Federal agency
t hrough secondary market operations;

3. a sale of Federal agency assets to a non-Federal entity on
credit terms of nore than 90 days duration; or

4, an acquisition of quaranteed non-Federal |oans by a
Federal agency in satisfaction of default or other
quar ant ee cl ai ns. However, because | oans acquired in
satisfaction of defaults or of other guarantee clains are
not subject to direct loan Iimtations, they are excl uded
from OMB credit apportionnment and budget execution
reports.
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B. A guaranteed loan commitnent is a | egal or binding agreenent
that results in:

1. a non- Federal debt instrunent on which the agency pl edges
to pay part or all of the amount due to a | ender or hol der
in the event of default by the borrower; or

2. a direct Federal |oan that an agency has sold to the
publ i ¢ under guarantee agreenent to repurchase, or other
form of recourse. Loan guarantees include agreenents in
the formof |oan insurance, defined as a type of guarantee
i n which an agency pl edges the use of accunul at ed
i nsurance premuns to secure | enders against default on
the part of borrowers.

10-42-20 CENTRAL AGENCY DI RECTI VES

Foll owi ng are a nunber of directives that establish policy with
respect to the nmanagenent of and reporting on the various |oan
prograns:

o] OMB Circular A-11, Section 33.1 - 33.8, regarding direct
and guaranteed | oans, |oan asset sales, and | oan subsidy
dat a.

o] OB Circular A-34, Part |Il, Sections 23.12 and 23.13
"Application of Concepts of Obligations” on | oans and
guar ant ees.

o] OMB Circular A-34, Part VI, Credit Apportionnment and
Budget Executi on.

o] OMB Circular A-70, Policies and Gui delines for Federal
Credit Prograns.

o] OMB Circular A-129, Managi ng Federal Credit Prograns.

o] OMB Bul letin 87-7, Revised Budget Treatment of Agency
Prograns Fi nanced by the Federal Financing Bank (FFB).

o] SF 220-8, Direct and Guaranteed Loans Reported by Agency
and Program Due fromthe Public.

o] Credit Managenent Activities Report, Exhibit 42A, OVB
Circular A-11.



HHS Chapter 10-42 Page 3
Departnental Accounting Manua
HHS Transm ttal 89.4 (6/15/89)

10-42-30 ACCOUNTI NG GUI DELI NES

Following are the policies with respect to funding of |oans and
procedural guidelines on apportionment processes and ot her accounting
transactions for the various |oan prograns.

A

Initial Funding of Loan

Funding is initially authorized either by an appropriation

aut hori zation or by a legislative authority to borrow funds.

The borrowi ng authority may be (1) definite in anpunt (specified
dol I ar anmobunt or such suns as needed, not to exceed a specific
dol Il ar amount) or (2) indefinite in amunt (such suns as needed
or such ampunts as are collected). Borrowi ng may be authorized
as a public debt borrowng (fromthe U S. Treasury), or as an
agency borrow ng (fromthe FFB).

Budget authority, both appropriated and borrow ng, nust be
apportioned before | oans are made. The actual funding of this
authority is acconplished by warrant or SF-1151, "Non-
Expenditure Transfer."

OMB policy, cited above, directs Federal agencies to borrow from
the FFB. The FFB, in turn, has permanent authority to borrow as
a public debt transaction fromthe U S. Treasury. However, it

is inportant to note that each Federal agency appropriation or
fund nust have its own agency borrow ng authority before it may
borrow funds from FFB. An agency cannot rely solely on the FFB
authority to borrow funds.

Esti mat ed Rei nbursenents and & her | ncone

The estimated anmounts for the fiscal year consist of

rei mbursabl e agreenents, proceeds fromthe sale of |oans, |oan
princi pal and accrued interest expected to be collected, and the
net of discounts or prem unms on investnents purchased. The
total of these estimated funds nust be allocated between anmounts
to repay debt borrowi ng and anpbunts to be nmade avail able for
program obligation needs. The anopunt applicable to repaynent of
debt borrowing is not available for apportionnent while that for
program obligations follows the apportionnment and all ot ment
distribution pattern. Anmounts estimated to be coll ected on | oan
principal and fromthe sale of |oans, to be used to repay FFB
debt borrowi ng, are not subject to apportionnment. See Exhibit

A, Sanple of SF-132, and Exhibit B, Sample of SF-133.
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C.

Repaynent of Borrow ngs

Borrowi ng authority may be repaid through (1) the collection of
the |l oan principal that is guaranteed/pledged to be used to
repay borrow ng, (2) by subsequent appropriations to |iquidate
borrowi ng authority, and (3) by the sale of [oans for which the
proceeds are used to repay borrowi ng. See paragraph E. Genera
for procedures when adequate funds are not available to make a
schedul ed debt repaynent.

The repaynent of the borrow ng authority is acconplished by SF-
1151, "Non-Expenditure Transfer."

Secondary Mar ket Loan Funds

When funds have been appropriated to a Loan Revol ving Fund
either directly or by borrowing authority, the | oans nmade under
that program may be authorized to be:

o] sol d and/or "guaranteed/ pl edged" (service the loans) to a
secondary noney market source, such as FFB, or

o] sold outright to a non-Federal entity.

Thi s authorization would provide the funds to make new | oans.
These sal e transacti ons nust be authorized by |law and are to be
treated as borrowi ng unless the |oans are sold outright to a
non- Federal entity. The proceeds of a sale, depending on the
aut hori zation, will be used to repay outstandi ng borrowing, to
make new | oans, or to be deposited to M scell aneous Recei pts.

Gener al

There may be occasi ons when the collection of principal from

t hose | oans, guaranteed/pl edged and serviced by HHS, backing-up
a sale or debt borrowi ng are not adequate or tinmely to neet the
principal and interest paynent on the borrowed funds (usually
sem -annual paynents). In this event, it would be necessary (1)
to use those funds collected, (2) to use principal collections
and interest on | oans under the sanme program but not involved in
the sale or borrowi ng arrangenent, and other avail able
apportioned resources in the account or fund, and/or (3) obtain
an insufficiency appropriation necessary to make the schedul ed
debt repaynments. If making a paynent is not possible due to
lack of funds and |lack of sufficient time to obtain an

i nsufficiency appropriation, it nmay be necessary to increase the
agency (program borrow ng, provided sufficient borrow ng
authority is available, to obtain the funds necessary to nake

t he debt paynment, on tine.
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A conbi nati on of the above scenario may involve the
apportionment of budget authority, issuance of allotnents and

al | owmances, the acceptance of | oan applications (commitnents),
and the eval uati on and approval (either obligation or rejection)
of loan applications. There are two options for disbursing the
| oans:

1. When the appropriation or fund has borrowi ng authority:

The approved | oan applications will be forwarded to the
FFB to di sburse the |oan (SF-1166) and fund (exercise) the
borrow ng authority (SF-1151). The FFB w Il process an
SF-1151, "Non-Expenditure Transfer" to fund the borrow ng
authority to HHS, and will charge the | oan di sbursenent
(SF-1166) to HHS as a di sbursenent transaction. HHS nust
record the debt borrowi ng (SF-1151) and al so record these
| oans as guar ant eed/ pl edged (to be serviced by HHS on
behal f of FFB). The subsequent collection of |oan
principal and interest will be a collection transaction
by SF-215, "Certificate of Deposit” to HHS, and HHS w ||
transfer the principal collections by an SF-1151, Non-
Expenditure Transfer"” to the FFB to apply this amunt to
the repaynent of the debt. FFB will process a charge for
interest on the debt through the On-1ine Paynent and

Col l ection System (OPAC) or by SF-1081.

2. When the appropriation or fund has appropriated funds or
coll ections avail able for maki ng new | oans.

The approved | oan application(s) may be disbursed directly
by the Operating Divisions. |If the appropriation or fund
i s subsequently authorized to sell these | oans to the FFB
(as a debt borrowi ng transaction), then the appropriate
debt borrowi ng transactions nust be recorded. See

par agr aph 4 bel ow.

F. Loan Prograns in Annual or Milti-year Appropriations

In the past, funds have been appropriated for |oan programs to
annual appropriations. The collections fromthe | oan repaynent
of principal and interest were required to be deposited to

m scel | aneous recei pt accounts.
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In nore recent years, certain appropriations have authorized the
annual | oan collections, from |l oans made from annual or nulti-
year accounts that have since expired, to be deposited to an
annual two-year (multi-year) appropriation. This appropriation
wi || have sane appropriation synbol and title. New |oans nmay be
made during the fiscal year in which the funds were collected
and the subsequent fiscal year.

It is intended that new Federal Capital Contributions (FCC)
shoul d no | onger be expended when made fromthe nulti-year
accounts and the FCC | oans and accrued interest should no | onger
be recorded under the M scell aneous Recei pt Accounts. All

out st andi ng accounts recorded under the recei pt accounts should
transferred to the current nulti-year account. Subsequently,
coll ections of principal and accrued interest will be deposited
under the appropriate nulti-year account and all new FCC | oans
made fromthe multi-year account.

G Apportionnment of Funds

Al l appropriated authority, and borrow ng authority from FBB for
initial loan or fromresale of |oans nust be apportioned as
di rect program funds.

Al'l annual collections of |oan principal are included in
"estimated rei mbursenments and other incone,” (line 3 of SF-132),
while the estimted annual repaynent of debt borrowing is
treated as a transfer out to FFB (line 2B of the SF-132). The
remai ni ng budgetary resources (line 7 of SF-132) are avail able
for apportionnment on lines 8 through 11 of the SF-132.

Al l proceeds fromoutright sale of |oans to non-Federa

entities, and collection of |oan repaynents avail able to nake
new | oans (revolving fund and nulti-year funds) during the
current fiscal year period must be apportioned as Estimated

Rei mbur senments or returned to M scell aneous Receipts if

aut hori zed for a discontinued activity. Allotnments and

al | owances of these reinbursable funds should be issued
quarterly after recording the actual collections realized for
the preceding quarter. Allotnents and all owances nmay not exceed
the amount of collections. Anmounts of |oans forgiven as

aut hori zed by law (for teaching, working in medically undeserved
areas, etc.) and anounts reserved as all owance for |osses shal
result in reinbursements not realized during the year
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H. Ef fect of Debt Borrowi ng and Direct Loan Program on Gover nnent
Equity and | nvested Capital

All | oans made from appropriated funds and revol ving funds

i ncrease Invested Capital and all | oan principal collections
reduce the Invested Capital. The debt borrow ng transactions
and the repaynent of borrowed funds have no effect on Governnent
Equity.

l. Loan Recei vabl e Accounts

When | oans are made from appropriated funds they should be
recorded in account 1351, "Loans Receivable-Principal." Wen
| oans are nade from borrowed funds, these | oans mnmust be

guar ant eed/ pl edged (serviced by HHS) for the benefit and

repaynent of the borrowed funds. Therefore, these loans will be
recorded in account 1355, "Loans Recei vabl e-Princi pal -
Guar ant eed/ Pl edged- Princi pal ." Wen | oans recorded in account

1351 are sold to the FFB as a secondary market (source of
funds), the proceeds are recorded in account 2521 "Borrow ng
fromFFB," as a debt borrow ng transaction and the 1351
recei vables are transferred to 1355.

If loans are declared in default, they should be transferred
fromaccounts 1351 or 1355, as appropriate, and recorded in
account 1357, "Loans Receivabl e-Defaul ted-Principal." Further,
if aloan fromaccount 1355 is declared in default and is
transferred to account 1357 "Loans Recei vabl e - Defaul t ed-

Principal,” a loan or |oans at |east equal in anmount shoul d be
transferred from account 1351 "Loans Recei vable" to 1355, "Loans
Recei vabl e, Guaranteed/ Pl edged."” This is done so the val ue of

| oans in account 1355 is at |east equal to the debt borrow ng
liability. Loans sold to FFB (account 1355) are tracked by the
FFB. The FFB will request the OPDIV to either replace a
defaulted loan in the FFB portfolio, or will require the OPDV
to pay off the defaulted |l oan, usually with a premumto
conpensate for lost interest.

10-42-40 TRANSACTI ON CODES

Exhibit Cis intended as a guide to the transaction codes (TC)

avail able for use in recording direct and guaranteed | oan activity
under the various funding and repaynent scenari os presented above.
Not all transaction codes necessarily will be used in all situations.
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The TCs are intended to cover all activity: apportionnent,

borrow ng, reinbursables, distribution of funds, comm tnent,
obligation, accrual of interest and insurance prem um receivables,
di sbursenent, collection, collateral and |liens. Code 399 shoul d not
be used to record | oan transacti ons.
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Filled-Qut Exanple of Standard Form 133
(Circular No. A-34)

APPORTI ONVENT AND REAPPORTI ONMVENT SCHEDULE

NOT AVAI LABLE I N ELECTRONI C FORMAT

Page 1
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Filled-Qut Exanple of Standard Form 133
(Circular No. A-34)
REPORT ON BUDGET EXECUTI ON

NOT AVAI LABLE I N ELECTRONI C FORMAT

Page 1
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GUI DE TO TRANSACTI ON CCDES FOR USE UNDER VARI QUS
LOAN PROGRAM SCENARI OS

Transacti on

Code Transacti on Nanme

ooB Appropriation and Fund Authority Enacted

00C Capital Appropriated for Revolving Funds Requiring
Appor ti onnment

001 Warrant Recei ved Appropriations

014 Warrant Initial Capitalization of Revol ving Fund

00D Definite Borrowi ng Authority

020 I ndefinite Borrowi ng Authority

02A Exerci se Borrowing Authority from Treasury (Public
Debt Borrow ng) and Federal Financing Bank(Agency
Debt ) *

006 Estimated Antici pated Rei nbursenents

007 Apportionment (Annual Estimate of Interest, Insurance
Premi um Loan Principal Available for New Loans,
etc.)

008 Record Esti mated Debt Repaynents (Principal) Due this
Fi scal Year

013 Avail ability of Apportionnment at Begi nning of Quarter

030 I ssue Allotments fromthe Apportionment

031 | ssue All owances fromthe All otnent

040 Commitnments - Test for Availability of Funds

050 bl i gati ons

* May include the sale of |oans
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Transacti on

Code Transacti on Nane

184 Di sbursenent-Partial -for Loans and Accrued | nterest
Pur chased

193 Payment of Accrued Interest Payable (on Debt
Bor r owi ngs)

194 Di sbursenent - Fi nal for Loans and Accrued Interest
Pur chased

19A Loans Made by Non- Federal Lenders Guaranteed by
HHS/ OPDI V

19B Repaynent of Borrow ng Authority from Treasury
(Public Debt) and Federal Financing Bank (Agency
Debt )

139 Accrual of Interest Earned on Loans

149 Accrual of Interest, Penalty, and Adm nistrative
Costs Earned on Del i nquent Loans Receivable

050 bl i gations (Accrual of Interest Payabl e on Debt

Bor r owi ngs)

138 Accrual of Insurance Prem uns (on Guaranteed 379 Party
Loans)

109 For gi veness (Cancell ati on) of Loans Receivable Due to
Legi sl ative authority, etc.

111 Al | owance for Losses on Loans Receivabl e Unfunded

112 Al | owances for Losses on Accrued Interest Receivable
- Unfunded

11A Al |l owance for Losses on Accrue Interest, Penalties,

and Admi ni strative Costs Receivabl e on Delinquent
Accounts (Unfunded)

114 Wite-of f Uncollectible Loans (Non - Governnent)

118 Wite-of f Uncollectible Accrued I nterest
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Transacti on
Code Transacti on Nane

129 Wite-off Uncollectible Interest, Penalties and
Adm ni strative Costs on Delinquent Loans Receivable

223 Col l ection of Principal on Loans or Direct Sale to
Non- Federal Agency (to be used to nake new | oans)
224 Col l ection of Interest on Loans (Repaynent or
Qutright Sale)
227 Col I ection of Insurance Prem uns (on Guar ant eed
Loans)
248 Coll ection of Interest, Penalties, and Adm nistrative

Costs on Del i nquent Accounts Receivable

249 Coll ection of Interest, Penalties, and Adm nistrative
Costs on Del i nquent Loans

33B Di scount on Sale of Loans to Non-Federal Entity

126 Record Loans Receivable (Collections to be Deposited
to M scel | aneous Recei pts)

12A Recl assify Portion of Loans Receivable as Current
Recei vabl es

12D Transfer Loans Recei vabl e and Accrued | nterest
Bet ween Mul ti-Year Accounts

296 Recl assify Loans Sold from Loans Receivabl e (Debt
Borrow ng) to Loans Receivabl e - Guaranteed/ Pl edged
or to Loans Receivable - Defaulted

297 Recl assify Loans as Loans Receivable - Guaranteed/
Pl edged
298 Recl assify Loans as Loans Receivable - Defaulted
19D Recordi ng Acquired Col |l ateral - Pendi ng Possi bl e Loan

Def aul t
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Transacti on
Code

250

251

252

253

11C
254
19E
26D

26E

26F

26G

89. 4 (6/15/89)

Transacti on Nane

Record Acquired Collateral Related to Pay-off of
Def aul t ed Loan and Accrued Interest

Record Prior Loans Qutstandi ng on Acquired Coll ateral
as Result of Defaulted Loan Guarantee

To Adjust Value of Recorded Coll ateral Down to Fair
Mar ket Val ue

To Adjust Value of Recorded Collateral Up to Fair
Mar ket Val ue

To Record All owance for Loss on Acquired Collatera
Record Sal e of Acquired Coll atera

Payment to Rel ease Prior Liens on Acquired Coll ateral
Record Loss on Liquidation of Prior Lien when Paynent
of Lien is Geater than Recorded Value (Liability) of
the Prior Lien

Record Gain on Liquidation of Prior Lien when Paynent
of Lien is Less than Recorded Value (Liability) of
the Prior Lien

Wite-of f Remai ning Value of Acquired Coll ateral when
Recorded Value is Greater than Ampunt Realized

Wite-of f Remai ning Value of Acquired Coll ateral when
Recorded Value is Less than the Amount Realized



