Capital Lease or Installment Purchase

District enters into capital lease or installment purchase agreement to acquire item:
Journal entry to record acquisition of item and financing through the use of capital lease or installment purchase:

	ACCOUNT CODE
	ITEM
	ENTRY

	FUND # R 000 000 878
	CAPITAL LEASES REVENUE
	CREDIT (INCREASE) FOR VALUE OF ITEM

	FUND # E FUNCTION OBJECT
	ITEM LEASE IS FOR
	DEBIT (INCREASE) FOR VALUE OF ITEM


Normally the General Fund (Fund 10) is used to account for capital lease or installment purchase transactions. However, recording a capital lease in another fund may at times may be more appropriate. For example, if a capital lease is used to acquire food service equipment, the above transaction is recorded in the Food Service Fund (Fund 50). In most cases, no cash is received by the district. The district acquires the item, and records the above journal entry in its ledger. Occasionally, the district may receive cash or a letter of credit upon entering into the lease. If this is the case, the transaction is recorded in the Capital Projects Fund (Fund 49), with debit entry to Fund 49 cash or cash with fiscal agent.

District makes capital lease or installment purchase payment:

Payment entry for principal and interest on lease:

	ACCOUNT CODE
	ITEM
	ENTRY

	FUND # E 281 000 678
	LEASE PRINCIPAL PAYMENT
	DEBIT (INCREASE) FOR PAYMENT AMT

	FUND # E 281 000 688
	LEASE INTEREST PAYMENT
	DEBIT (INCREASE) FOR PAYMENT AMT

	FUND # B 711 000 000
	CASH
	CREDIT (DECREASE) FOR PAYMENT AMT


Payments of principal and interest on the capital lease are usually made out of the same fund that recorded the initial lease transaction, except if the transaction was recorded in the Capital Projects Fund (Fund 49). Then payment on the lease is recorded in the General Fund (Fund 10). No payments on Capital Leases are recorded in the Debt Service Funds.

District cancels a capital lease before the final payment

Entry for cancellation of capital lease
	ACCOUNT CODE
	ITEM
	ENTRY

	FUND # E 281 000 678
	LEASE PRINCIPAL PAYMENT
	DEBIT (INCREASE) FOR CANCELLED BALANCE

	FUND # R 000 000 969
	OTHER ADJUSTMENT
	CREDIT (INCREASE) FOR CANCELLED BALANCE


A district may cancel a capital lease before the final payment. This usually occurs when a district trades the old equipment (old capital lease) for new equipment (new capital lease). To record the cancellation of the old capital lease, use revenue source 969 Other adjustments and report a capital lease payment in the amount of the cancelled lease. Record the new capital lease in the same manner the district would report any other new capital lease 
