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Presenter
Presentation Notes
Prepared and updated through August 2016.


Narrative: This presentation is the first in a three-part series on Reconciling Taxes and Assessments Receivable with the County Records.


This first session will cover the basic concepts of taxes and assessments receivable as well as what information you will need to begin the reconciliation process. 

http://sfsd.mt.gov/LGSB


#1 – Basics of Taxes/Assessments Receivable 
Learning Outcomes:  
• Understand the basics of taxes and assessments receivable: 

• Determine your Local Government’s timing with the County records 
• Modified accrual and full accrual entries 
• The adjustments necessary for newly billed or cancelled taxes 
• Using the appropriate mill levy by tax type 
• Tax payments and protested taxes 

 
• Total Taxes & Assessments Receivable reported per the City’s or 

Town’s accounting system (all funds in total) should agree to the 
County Treasurer’s Report  
• Receivables by receivable type and year reconcile to the County 
 Example:  
 2015 Real Taxes Receivable = County 2015 Real Taxes Receivable 
 2016 Personal Property (PP) Taxes = County 2016 Personal Property 
  Taxes 
       
    AND 

 
• Total of Taxes & Assessments Receivable reconciles to the 

corresponding Deferred Inflow of Tax Revenues in the accounting 
software (there may be exceptions) 
 

 
 
 

 

Presenter
Presentation Notes
Narrative: Before you begin the reconciliation process you will need to understand some basic items.
""CLICK""
Start by determining the timing used in your reconciliation process, this does vary among local governments;
"Click"
You will need to know the basis of accounting used by the fund receiving tax or assessment revenue;
Learn how to add the new charges for taxes and assessments billed by the County on your local government’s behalf;
And also how to make the appropriate entries when taxes are paid normally and also paid under protest.
Once you know this basic information, the session will cover what steps to take to reconcile and make adjustments if necessary for taxes, assessments and the corresponding deferred inflow of revenue account.



#1 – Basics of  Taxes/Assessments Receivable 
Use a consistent time-frame to compare: 
 
• Determine what timing applies to your Local Government: 

 
• Use the County’s May report to reconcile with your June accounting 

software if:  
• You receipt the County’s June payment made to your City/Town into your software in June. 

The County’s Tax Collections were made throughout the month of May (the County trial 
balance will have a May date) 

• County’s May Trial Balance = City/Town’s June Trial Balance 
 

• Use the County’s June report to reconcile to your June accounting 
software if:  

• You receipt the County’s July payment made to your City/Town for taxes they collected in 
the County’s month of June back into the City/Town’s month of June or you accrue a “due 
from other governments” for the amount paid to the City/Town into the City/Town’s June 

• County’s June Trial Balance = City/Town’s June Trial Balance 
 

 
• If audited – be sure to follow your auditor’s recommendation for reconciliation time period, 

possible accrual of receivables for County collections in June, etc. 
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Presentation Notes
Narrative:

When determining what time-frame to compare – you will need to answer the following questions:
Does your local government do an accrual of the revenue for taxes collected by the County in the month of June or does your local government report the revenue collected by the County in the month of May as your City or Town’s June revenue?

If you receipt the County’s May collections that are paid to your local government in your month of June and you do not make an adjusting entry for the accrual of the County’s June collections into your June 
and you do not back-date the revenue collected by the County in their month of June and paid to you in July back into your June - 
You will reconcile your ending balances for June to the County’s ending balances as reported on their May report. 
(or for other month’s you are reconciling – you will use the County’s prior month to compare to your current month;  for example: If you are completing a reconciliation in December you would use the County’s November report).

If you make an adjustment for the County’s collections in June or back-date this revenue into your June when it is paid in July you would reconcile using the County’s June ending balances to compare to your June ending balances
 (or if reconciling any month other than June - you would use the ending balances from the same month for both the County and the City/Town report.) 



#1 – Basics of  Taxes/Assessments Receivable 
Example of a County Trial Balance: 
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Presentation Notes
Narrative: This is an example of a County Trial Balance produced using Black Mountain Software.
If you are using the County’s May report to reconcile to your June you would use the ending balances as reported for each Tax Type by individual year.  



#1 –  Reconciling Taxes/Assessments Receivable 
 
 
 
 
 
 
 
 
 
 

Example of a Tyler Technologies County Trial Balance: 

Presenter
Presentation Notes
Narrative: This is an example of a County Trial Balance prepared using Tyler Technologies Software.  




#1 – Basics of Taxes/Assessments Receivable 
Considerations when reconciling and/or making 
adjustments to taxes and assessments receivable by 
Fund Type: 

 
• Measurement Focus and Basis of Accounting 

 
• Governmental Funds (modified accrual) 

• Current financial resources measurement focus 
• Revenue recognition – when resources become available 
• Use Deferred Inflow of Tax Revenue 

 

• Business-type Funds (full accrual) 
• Economic resources measurement focus 

• Revenue recognition – when it is earned 
• Use Revenue when charges for assessments are billed  
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Narrative: Another consideration in the reconciliation process is knowing the basis of accounting used by the City or Town’s funds that receive taxes or assessments to determine when the revenue will be recognized. 
Governmental funds use the modified basis of accrual.  The revenue is shown when the resources become available.  When the taxes and assessments in Governmental Funds are billed and the receivables are entered into your software – a deferred inflow of tax revenue account will be used to offset the receivable. The revenue is shown when the taxes are collected and paid to you. The cash receipting process typically adjusts four accounts: cash and revenue are increased; the receivable and deferred inflow of revenue are decreased. 
For taxes or assessments in a business-type fund that uses the full accrual basis of accounting a revenue will be recognized when the receivable is billed by the County and first entered in the software. The cash receipting process when the taxes or assessment are paid will reduce the receivable and increase cash.    



#1 – Basics of Taxes/Assessments Receivable 
• Taxes and Assessments Receivable  

Assign Account numbers for taxes receivable 
and  assessments by adding the receivable 
year behind the first three digits 

 
BARS Chart of Accounts: 
111xxx – Mobile Home Taxes Receivable 
113xxx – Real Taxes Receivable 
115xxx – Personal Taxes Receivable  
116xxx – Protested Taxes Receivable  
118xxx – Special Assessments Receivable 
 
Example: 
113016 – Real Property Taxes Receivable – 2016 
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Narrative: Once the County has billed for a new year of taxes and/or assessments you will need to add new receivable accounts in your accounting software.  The first three digits assigned in the BARS Chart of Accounts for taxes receivable and assessments will distinguish the tax type. Real taxes receivable start with 113.  You will assign the next digits for the receivable year. 
An example is 113016 or 113160 could be assigned for 2016 Real Property Taxes Receivable.    



#1 – Basics of Taxes/Assessments Receivable 
 

• Deferred  Inflow of Tax Revenue  
 

In Governmental Funds compare total: 
taxes receivable, assessments and special assessments deferred to 
the corresponding deferred inflow of tax revenue account. 

 
BARS Chart of Accounts: 
223100 – Deferred Inflow of Tax Revenue – Real 
223200 – Deferred Inflow of Tax Revenue – Personal 
223300 – Deferred Inflow of Tax Revenue – Special Assessments 
223400 – Deferred Inflow of Tax Revenue – Protested 
223700 – Deferred Inflow of Tax Revenue – Mobile Homes 
 
*some small entities my chose to use only one deferred inflow of tax revenue 
account for all taxes receivable 
 
 

Example: 
 115000 - 115016 – The total of all  years of Personal Property Taxes Receivable  
                                                    =  
 223200 – Deferred Inflow of Tax  Revenue – Personal  
 
 

Reminder:  Terminology changed:  Deferred Revenue was replaced by Deferred Inflow of Tax Revenue – Update 
your accounting software terminology if it still says deferred revenue. 
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Presentation Notes
Narrative: In Governmental Funds using modified accrual the taxes and assessments receivable are offset with a deferred inflow of tax revenue account. The first three digits in the BARS Chart of Accounts are 223 for the deferred inflow of revenue accounts.  The 4th digit distinguishes the corresponding tax type the deferred inflow of tax revenue refers to.  For example: 223100 is the deferred inflow of tax revenue account that corresponds to the real taxes receivable in the fund.  Please note that terminology changed and if you are still reporting deferred revenue you should update your accounting software to read deferred inflow of revenue. 



#1 – Basics of Taxes/Assessments Receivable 

Another Important Consideration:  
When making journal voucher adjustments to taxes and 
assessments receivable you will need to understand the 
normal balances of the account numbers used: 
 
• Taxes & Assessments Receivable -  debit balance 

  To increase you will debit  
 To decrease you will credit 

 
• Deferred Inflow of Tax Revenues – credit balance 

To increase you will credit 
To decrease you will debit 
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Narrative: Before making the adjusting entries it is of utmost importance to know the normal balance of the account you are adjusting.  
Receivable accounts are assets and have a normal debit balance. To increase an account with a normal debit balance you would debit it.  To reduce you would credit the account.
The deferred inflow of revenue account has a normal credit balance.  To increase the account you would credit it; to decrease you would debit the account.  



#1 – Basics of  Taxes/Assessments Receivable 
Identify which Mill Levy to use when charges for new taxes  
are billed by your County Treasurer 
  
• The County sends out the bills for taxes: 

• Personal Property & Mobile Home Taxes – April and May 
• The mill levy used to calculate the taxes will be the same fiscal year levy 

as the tax year  
• 2016 Personal Property Taxes billed in April and your FY2016 mill levy will be 

used to calculate the taxes 

• Real Property Taxes – late October or early November 
• 2016 Real Property Taxes billed in October will use your  FY2017 mill levy 

 

• The County’s October trial balance should include a debit to the 
receivable for new tax charges billed 

• 2016 Real Property Taxes billed in October will appear on the Trial 
Balance as a debit to the receivable on the County October report - 

    City/Town adjustment should be made in November 
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Narrative:  One more important timing issue is what mill levy to use with each tax type and when.
Consider when the taxes are billed by the County.  
Personal Property and Mobile Home taxes are billed by the County in April and May. The receivable year of personal property and mobile home taxes will correspond to the mill levy set in the fiscal year they are being billed.  An example is the 2016 Personal Property Taxes billed in May 2016 will use the FY2016 mill levy.
When the County sends bills for real property taxes in October, your local government is in a new fiscal year and a new mill levy has been set.  The 2016 Real Property Taxes will be billed by the County using your new FY2017 mill levy.
This information is very important if your City or Town distributes the mill levy among multiple funds. Receivables for the new receivable will be allocated among the multiple funds by the percentage of mills per fund.



#1 – Basics of Taxes/Assessments Receivable 
Know when to make the adjustments in your accounting 
software for new taxes receivable  
• When the County bills for new taxes and assessments you will 

receive notice on their Trial Balance. The entry should then be 
completed in your software 

• Governmental Funds: 
• Increase the receivable and the deferred inflow of tax revenues 

Example of Journal Voucher Adjustment: 
   1000 – 113016  –   2016 Real Taxes Receivable                 $50,000 debit 
   1000 – 223100  –   Deferred Inflow of Tax Revenue         $50,000 credit 
 

• Business-type Funds: 
• Increase the receivable and the revenue 
 Example of Journal Voucher Adjustment: 
     5410  - 118016 -   2016 Garbage Assessments                 $25,000 debit 
     5410  - 343041 -  Garbage Collection Revenues              $25,000 credit  

 
 

 

Presenter
Presentation Notes
Narrative: Now that you know when the County bills each tax type, you will need to know how to enter the new receivables in your accounting software.
A new receivable account for the tax type being billed should be set up in your accounting software.
The new receivable is an asset so it has a normal debit balance; to increase the receivable you would debit it for the amount the County billed for that tax type.  If the tax type is in a governmental fund you will offset using a deferred inflow of revenue account.  The deferred inflow of revenue account has a normal credit balance, to increase it you will credit it.
It is not necessary to set up a deferred inflow of revenue account for each receivable year.  The total of the tax type will reconcile to the deferred inflow of revenue account set up for that tax type.  Add all the receivable years and compare with the deferred inflow of revenue account.
For example – all separate years of real taxes receivables will be added together to reconcile to the deferred inflow of revenue – real taxes account.
   



#1 – Basics of Taxes/Assessments Receivable 
You will make adjustments in your accounting software for taxes 
and/or assessments written off or cancelled by the County   
• When the County cancels taxes and assessments you will receive 

notice on their Trial Balance. An entry should then be completed 
in your software 

• Governmental Funds: 
• Decrease the receivable and the deferred inflow of tax revenues 

Example of Journal Voucher Adjustment: 
   1000 – 223100  –   Deferred Inflow of Tax Revenue           $600 debit 
   1000 – 113015 -     2015 Real Taxes Receivable               $600 credit 
 

• Business-type Funds: 
• Decrease the receivable and the revenue 
 Example of Journal Voucher Adjustment: 
     5410 – 343021  -   Garbage Collection Revenues *             $100 debit 
     5410 – 118015 -    2015 Garbage Assessments                   $100 credit 
        *for assessment written off in the same period they were billed;   

           use losses for prior years’ assessments written off 
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Narrative: Your County may cancel or write off taxes from time to time.  This adjustment will show up on the County’s report submitted to you. 
When taxes are cancelled or written off, the receivable will be reduced and it will be necessary to make an adjustment in your software.
To reduce a receivable you will credit it and debit the corresponding deferred inflow of revenue account for governmental funds.
In business-type funds you will reduce the revenue and the receivable. 
When an assessment is written off in a business-type fund for a past year the offsetting entry would not be made to revenue, the adjusting debit entry would be to losses.



#1 – Basics of Taxes/Assessments Receivable 
It is necessary to make adjustments in your accounting software for taxes 
and/or assessments that are protested   
• When taxes are paid under protested  you will receive notice on the 

County Trial Balance. An entry should then be completed in your software 
• When the taxes are protested: 

• Decrease the original receivable and increase protested taxes 
Example of Journal Voucher Adjustment for 2016 Real Taxes paid under protest: 
   1000 – 116000  - Protested Taxes                $200 debit 
   1000 - 223400 – Deferred Inflow of Tax Revenue            $200 credit 
     1000 - 223100 – Deferred Inflow of Tax Revenue           $200 debit  
   1000 - 113016  - 2016 Real Taxes Receivable                $200 credit 
 

• When the protested taxes are released: 
• Decrease protested taxes and deferred inflow of tax revenue;  increase cash and 

revenue through your software tax voucher system or through your cash 
receipting process 

     1000 – 101000  -    Cash             $200  debit    
     1000 – 311010 -     Real Tax Revenues               $200  credit 
     1000 – 223400 -    Deferred Inflow of Tax Revenue                       $200  debit   
     1000 – 116000  -    Protested Taxes                                                   $200  credit  
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Narrative:  At times, taxes and assessments will be paid under protest at the County.  Although, the taxes are paid, you will not automatically receive the revenue.  In most cases, the revenue sits in a fund at the County,  until the protest is settled or the revenue is released. Your reconciliation to the County records will show a new protested tax receivable. You will establish a receivable in your accounting software as well for the Protested Taxes. 
At the time the new protested tax is created in your accounting software you will also need to reduce the tax receivable of the tax type that was protested. 
When you build the protested tax receivable in your accounting software you can use a basic account of 116000 if taxes are protested infrequently or you can build a protested receivable by year such as 116016 for 2016 taxes protested.    



#1 – Basics of  Taxes/Assessments Receivable 
One more detail before moving forward in the 
reconciliation process: 
 
Is your mill levy or levies allocated only to the General Fund or is 
it allocated among multiple funds? 
 Example: 
 Entity #1 – Levies 110 mills for the current fiscal year 
 The 110 mills are all budgeted into the General Fund 
 
 Entity #2 – Levies 110 mills for the current fiscal year 
 The 110 mills are split in the following order: 
  90 mills – General Fund 
  10 mills – Planning/Zoning Fund 
  10 mills -  Economic Development 
   
 When the County sends tax bills for the mill levy they normally report 
 one receivable account for each tax type: real, personal and mobile home.  
 If your levy is allocated among multiple funds – you will need to split the 
 ending balance reported by the County by the percentages allocated to the 
 multiple funds to reconcile. 
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Narrative:  Is your City or Town’s mill levy allocated all to the General Fund or is the mill levy divided among the General Fund and other levied funds?  When the County bills taxes it will use the mill levy as certified by the city or town.  The amount of the taxes levied will be divided among different tax and assessment types:  these types of taxes are for real estate, personal property and mobile homes. Assessments can be for maintenance assessments and special improvement districts. 



#1 – Basics of  Taxes/Assessments Receivable 
How is your aggregate mill levy (determined using 
15-10-420 MCA) budgeted? All in the General 
Fund or divided between multiple funds: 
 
 
• If the City’s/Town’s total mill levy is allocated only to the 

General Fund you will proceed to the E-Learning Session:  
     Reconciling Taxes/Assessments Receivable - #2 

 
 
 

• If the City’s/Town’s mill levies are split among multiple 
funds you will proceed to the E-Learning Session:  

    Reconciling Taxes/Assessments Receivable - #3  
 
 
 
 
 
 

Presenter
Presentation Notes
Narrative:  The next two sessions in the series will cover the actual reconciliation process and how to make adjustments if necessary.
If your mill levy is allocated all to the General Fund please refer to Session #2 – Reconciling Taxes and Assessments Receivable with the County Records. This session will cover the reconciliation and adjustments made to the general fund and funds charging assessment.
If your mill levy is allocated among the General Fund and other funds refer to Session #3 to learn how to reconcile and make adjustments as necessary among multiple funds receiving tax dollars.
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