[bookmark: _Hlk212202762]Establishing and Overseeing Harvard Non-Sponsored Funded Award Programs
First Published: 07/01/2024
Revised: N/A

[bookmark: _bookmark3]Appendix A
Interest Income and Expense and Deficits on Internal Award Fund Balances

I. Interest on Internal Award Fund Balances
Entries are processed in the General Ledger (GL) in July of each fiscal year to post interest income (object code (“o/c”) 4530) or expense (o/c 7630), depending upon the prior 6/30 balance, for the individual funds in the various fund types within each tub. These fund types include: unrestricted undesignated (UU), unrestricted designated (UD), restricted gift (RG) and restricted endowment (RE) funds.

Interest entries only post to one coding string per tub/fund and are based on all tub activity posted to the fund as reflected in the cumulative Balance Forward totals as of 7/1. The interest is not allocated based on individual org(s) use.

Tubs can change the coding of the interest entries to another org, activity, subactivity and/or root within the same tub/fund using object code 4531 but cannot move it to another tub or fund.
Interest entries post for all funds in the fund range; there is no mechanism to exclude funds from the process.

A. Interest earned on Surplus Funds:
All funds with a surplus balance receive interest income for that fund. Unless documented in the awardee’s award letter that interest earned during the award period on any surplus funding can be kept, that interest is owned by the Fund Owner’s tub and must be transferred back to the appropriate tub using object code 5921. Tubs can change the coding of the interest entries to another org, activity, subactivity and/or root within the same tub/fund using object code 4531 but cannot move it to another tub or fund. Interest earned should not be considered part of the funds available for the award.

If the terms of the award are silent on interest earned, the presumption is that the interest
earned belongs to the fund’s owning tub.
II. 
A. Interest Expense Charged for Overspent Funds:
Interest expense incurred due to a deficit fund balance belongs to that fund in deficit. Further guidance will be issued on how to ensure the interest charge is captured in the appropriate coding.
Other expenses should be moved to remove the deficit (see process below).
III. 
A. Journaling Expenses Charged on Overspent Funds:
The award letter should include terms around timely removal of costs in excess of the award amount, including a reasonable time limit to remove those costs. It is recommended that the award letter should specify a coding string that the program owner can utilize if the overspending is not cleared out within the specified timeframe by the awardee.

For example, an award letter can stipulate that the awardee must move any over-expenditures off the fund within 90 days. If the awardee does not move the overspending by this deadline,
the fund owner will move costs to the awardee’s coding string identified in the award letter.

1. Overspent funds should be reviewed to determine which expenses should be moved. If a determination is difficult, the award budget could be used to find cost categories over budget. Costs would be moved to an unrestricted funding source unless another appropriate restricted fund is identified that the awardee can appropriately charge the costs to.
Moving expenses on overspent funds to another funding source may be done in one of two ways:
Note: when moving deficits from certain funds (i.e., gift funds), be sure to take into account any corresponding assessment reversals that may occur when adjusting the amount of expenses.
i. Journal by specific object codes
Expenses may be made using the original object codes charged. This is required when journaling payroll object codes.
ii. Lump sum non-salary journals are allowable by doing a lump sum object code transfer for expenditures in the object code range 6500-8880, excluding the S680 object code range. NOTE: Payroll expenses cannot be moved via this method.
The S680 object code range must be excluded as these costs are capitalized using Oracle Fixed Assets and require individual AP Adjustments for any coding changes. Expenditures moved off an award should attempt to avoid moving costs in this coding range, but if it is necessary to do so, AP Adjustment forms are necessary.
Refer to the Fixed Asset Policy for additional information.
One journal entry line will be for the total to be moved from the original fund (credit) with a corresponding journal line for the total costs being moved to an alternate fund (debit) is done for each object code with costs to be moved. The line description for the debit should be “Tr from tub-org-o/c-fund-act-sub-root for the period mm/dd/yy to mm/dd/yy”; the credit “Tr to tub-org-o/c-fund-act-sub-root for the period mm/dd/yy to mm/dd/yy”. A HART Transaction Listing report would be retained with the entry as support.

Lump Sum Journal Example:
	COA
	Debit
	Credit
	Line Description

	520-45320-6660-000001-XXXXXX-XXXX-XXXXX
	8500
	
	Tr from 520-45320-6600-624587-xxxxxx- xxxx-xxxxx for the period 7/1/23-11/6/23

	520-45320-6660-624587-XXXXXX-XXXX-XXXXX
	
	8500
	Tr to 520-45320-6600-000001-xxxxxx-xxxx- xxxxx for the period 7/1/23-11/6/23


Harvard Medical School (“HMS”) (award recipient) received an award from President’s Discretionary Funds (“PDF”) (award program owner) for $100,000. At the end date of the award, spending on the award is $108,500. Upon review of the original budget, it was determined that Supplies and Equipment, budgeted at $25,000, were overspent at $32,000, and S&W, budgeted at $50,000, were overspent by at $54,000. Other budgeted line items were underspent. HMS applied judgment and determined that the full $8,500 would be removed in the supplies and equipment category using Lab Supplies (o/c 6600), which had a balance of $14,000.
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