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I.

Purpose:
Record operating/capital loans and related invoices properly to report the amounts
of loan interest expense, past due principal and interest, and total unpaid loans
within the periodic and year-end financial statements. This will ensure the
readers of the financial statements (e.g. Finance Council, parishioners, auditors,
etc.) are provided with sufficient information to evaluate the current financial
position of the parish or school. This method of accounting for the loans is more
closely in accordance with the accrual basis.

II.

Definitions:
Loan
Operating or Capital Loan provided to parish/school by the Archdiocese.
Loan Invoice
Archdiocesan loan invoice sent on a monthly basis to each school or
parish with an outstanding operating or capital loan.

III.

Policy:
Loans and related loan invoices must be recorded in QuickBooks when received
and paid in accordance with the applicable loan terms.

IV.

Procedures:
1. Confirm the loan has been properly recorded in QuickBooks. This step
should be completed one-time for EACH loan. As described in the Chart
of Account Guidelines, it is advisable to set up additional accounts if you
have multiple loans. Each loan should have it’s own account number and
should be set-up as a sub-account of 2313. For instance, the first loan
should be 2313.01, the second loan should be 2313.02, etc.
a. Ensure the Principal Balance (A) on the loan invoice (Example 1)
agrees with the amount per the general ledger for EACH loan.
b. Is the loan current (i.e. Past Due Principal and/or Interest (B)=$0)
on the loan invoice (Example 1))?
i. If yes, proceed to step 2.

Archdiocese of Chicago
Page:2
Parish Operations Service Center
Policy and Procedure Manual
ii. If no, a journal entry must be completed to reclass the
portion of EACH loan which is past due (principal and
interest) to a new account, Principal and Interest Due and
Payable on Loan (Account # 2313). See Example 2 for an
illustration.
2. Upon receipt of a loan invoice(s) (See Example 1), the
Administrator/Business Manager should verify the following for EACH
loan:
a. Ensure the total Past Due Principal and Interest (B) for each loan
agrees with the amount per Principal and Interest Due and Payable
on Loan (account # 2313, 2313.1, 2313.2, etc.), if applicable.
b. If differences exist, the Administrator/Business Manager should
work with the Parish/School and the Archdiocesan Bank to resolve
any discrepancies before proceeding.
3. Determine if invoice will be paid in full.
a. If the invoice is going to be paid in full when due, the current
invoice should be recorded as a bill in QuickBooks (See Example
3) with interest charged to the appropriate expense account
(4601/4602) and the current principal due charged (debit) to the
appropriate loan payable account (2601/2650, etc.) with the
following convention for the reference number:
xxxxxxxxx (ACCT. NUMBER)-mmddyy (PAYMT. DUE DATE)

b. If the invoice is going to be partially paid or deferred, the current
invoice should be recorded as a journal entry in QuickBooks (See
Example 4)
i. The interest should be recorded to expense (debit) and the
principal portion of the current payment due charged to the
loan payable account (debit) with the offsetting credit to
Principal and Interest Due and Payable on Loan (account #
2313, 2313.1, 2313.2, etc.).
ii. When the invoice is paid, the invoice/check should be
coded to Principal and Interest Due and Payable on Loan
(account # 2313, 2313.1, 2313.2, etc.).
c. As a result of the above procedures, the profit & loss statement
will highlight all interest expense, including any unpaid amounts.
Procedures and examples for year-end accounting will be included
with the annual report instructions.
V.

References and Related Policy:
Loan Agreement
Updated Chart of Accounts
Examples 1-4

