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Presenter
Presentation Notes
Prepared and updated through August 2016Narrative: This presentation is the 2nd in the series titled: Reconciling Tax and Assessments Receivable with the County Records for Cities and Towns that allocate all their mill levy to the General Fund.  The third session in the series is designed for those local governments that allocate their property taxes among multiple funds.  If you input your taxes in multiple funds please refer to session number 3.

http://sfsd.mt.gov/LGSB


#2 – Reconciling Taxes/Assessments Receivable 
Session #1 covered the basics of taxes/assessments 
receivable; deferred inflow of tax revenues and the 
BARS Chart of Accounts numbers for receivables 
 
Learning Outcomes for Session #2:  
 
• The total of Taxes Receivable reported per the City’s or Town’s 

accounting system in the General Fund 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 (some exceptions may apply) 
 

 
 
 

 

Presenter
Presentation Notes
Narrative: The first presentation in this series covered some of the basic information necessary to reconcile your taxes receivable including assigning account numbers per the BARS Chart of Accounts. I would encourage you to review presentation one if you haven’t already. The learning outcome of this session is to reconcile your taxes and assessments receivable with the County balances. The presentation will show you how to reconcile taxes by receivable year and receivable type.  If differences occur between your balances and the county balances adjustments should be made to the receivable balances in your accounting software.   Also, taxes receivable should reconcile to the deferred inflow of tax revenue account for the receivable type.Assessments in business-type funds will not be offset with a deferred inflow of tax revenue account. Because business-type funds report on the full accrual basis of accounting, a revenue will be recognized as soon as the assessments are billed unlike assessments that are charged in the governmental funds reporting on the modified accrual basis of accounting.



#2 – Reconciling Taxes/Assessments Receivable 
Recap from Session #1 
•  Use a consistent time-frame to compare the County’s report 

to your Receivable numbers  
• The County May Report = City/Town June  

       Or 
•  The County June Report = City/Town June 

 
• Have you reviewed the County report for recent tax billing; 

prepared and posted the adjusting entries in your software? 
• Have you set up the account numbers for any new tax types – real, personal, 

mobile home and protested taxes in the City/Town Software? 
 

• Do you know the normal balance of the account numbers you 
have created in your software? 
 

        If you are unsure of any of these items please review Session #1 
 

 
 

 
 
 
 
 
 
 
 

 
 

Presenter
Presentation Notes
Narrative: It is important to use a consistent time-frame to compare your ending balances to the County’s balances.  This varies in local governments: Some cities and towns record the County collections made in May and paid to the city or town as June revenues while other local governments accrue the revenue from the taxes collected by the County in June into the City or Town month of June.  Before starting the reconciliation process it is imperative to know which time periods you will be comparing.  Have you set up the new receivable accounts in your software and entered the new charges when the County did?Do you understand the normal balance of these account numbers?If you are unsure of these items I would encourage you to review Session #1.



#2 – Reconciling Taxes/Assessments Receivable 

• Determine the type of tools you will use to reconcile taxes and 
assessments receivable with the County information. 
 

• The Local Government Services Bureau has a template you 
may choose to reconcile your taxes receivable 
 

• The Taxes-Receivable-Template                                                      
is available on the website:                                                               
http://sfsd.mt.gov/LGSB 
 

• Run a Trial Balance of the                                                                  
General Fund in your Software                                                                                                                                                        

 
 
 
 
 
 
 
 
 

Presenter
Presentation Notes
Narrative: Step one of the reconciliation process is deciding how you will reconcile the receivables and assessments.  The Local Government Services Bureau has a template that you may chose to use to assist with the reconciliation. The template is on the LGSB website.Once you have determined the method you will use to balance your taxes and assessments you can gather the documents necessary to proceed. To determine the City or Town’s receivables by tax type and year you can run a Trial Balance for the General Fund or a summary query report for the receivable accounts in your software.

http://sfsd.mt.gov/LGSB


#2 – Reconciling Taxes/Assessments Receivable 

Example from the LGSB Template: 
 
 
 
 

Presenter
Presentation Notes
Narrative:  The Taxes Receivable Template will assist in balancing and adjusting any differences in your taxes receivable by tax type and year.The template consists of three parts. The first part is the reconciliation tables to compare your receivable balances to the County’s ending balances to determine if there are differences. The template includes reconciliation tables for your receivables by tax type: real, personal, mobile home and assessments. You will not use the second part of the template if your taxes are all allocated to the general fund.  The mill levy split tabs assist when the mill levy is allocated among multiple funds.The third part consists of blank journal voucher forms you may use to record the adjusting entries to be made in the accounting software.



#2- Reconciling Taxes/Assessments Receivable 
Example of a Black Mountain Software County Trial Balance: 

Presenter
Presentation Notes
Narrative: Once you have determined the method you will use to reconcile, you will move on to determining the differences in ending balances.  This is an example of a County Trial Balance produced using Black Mountain Software.   One key element to remember is consistent timing of your comparison. This report reflects a May County to June City/Town reconciliation. Your reconciliation timing may differ.



#2 –  Reconciling Taxes/Assessments Receivable 
 
 
 
 
 
 
 
 
 
 

Example of a Tyler Technologies County Trial Balance: 

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



#2 – Reconciling Taxes/Assessments Receivable 
• Compare the County report to the report run in your 

software by using the Taxes Receivable Template or your 
own format 
 
• Example reconciliation of real taxes receivable: 
 

 
 

 
 
 
 

Presenter
Presentation Notes
Narrative: Once you have gathered the necessary information including the County Trial Balance and reports from the City/Town Accounting Software you will begin the first step in the reconciliation process by comparing the balances.If using the Reconciliation template you will start by reviewing the receivable years to ensure the blank form contains the same receivable years by tax or assessment type as reported on the County report. Update the account number, tax type and year if necessary. Next you will input the ending balances for each year by the tax or assessment type from the City or Town reports to complete the City/Town column and then do the same to complete the County column. Complete each tax or assessment type – if you have more than one assessment you can copy the assessment table.Please be aware the differences column contains formulas - don’t overwrite these formulas. If the difference column is 0 for the individual tax receivable year it reconciles to the County. No adjustment is necessary.  If the difference for the individual tax receivable year is negative – the City or Town receivables are higher than the County receivable.  To adjust, the taxes receivable for that year should be reduced.If the difference is a positive number – the City or Town receivables are lower than the County and need to be increased to reconcile.  



#2 – Reconciling  Taxes/Assessments Receivable 

• Identify necessary adjustments by comparing the 
differences between your ending balances and the 
County report by receivable type (real, personal, mobile, 
etc.) for each year 

• In the example below – the differences column is the amount of the 
adjustment necessary to reconcile the receivable by year 

 
 
 
 
 
 
 
 

• If the receivable difference is negative, reduce the 
receivable 

• If the difference is positive, increase the receivable 
 

 Differences 

Presenter
Presentation Notes
Narrative: This example shows a completed Real Property Taxes Receivable table. There are differences in four receivable years.The negative amounts mean the Town’s balances are higher than the County; a positive ending balance means the Town’s receivable is less than the County’s balance. 



#2 – Reconciling  Taxes/Assessments Receivable 

 
 
 
 
 
 
 
 

Example of adjustment to reconcile: 
2012 Real Taxes:        Town:     789 
    County:   625  
               Difference:  -164 
To reduce the taxes receivable:               credit the taxes receivable 
                                                                       debit the deferred inflow of real taxes 
 
Example of Journal Voucher Adjustment: 
1000 – 223100  - Deferred inflow of real taxes           164 debit 
1000 – 113012 – 2012 Real Taxes Receivable    164  credit 

 2012 Difference 

Presenter
Presentation Notes
Narrative: In this example the Town’s 2012 Real Property Taxes Receivable are $164 higher than the County’s balance. The Town’s 2012 Real Taxes Receivable will be decreased by $164.  To decrease a receivable the adjusting entry is a credit.  



#2 – Reconciling  Taxes/Assessments Receivable 

 
 
 
 
 
 
 
 

Note the Town’s Balance of 2015 Real Taxes Receivable : 
2015 Real Taxes:        Town:     -9,959 
    County:    7,025  
               Difference:  16,984 
A common reason the Town’s negative balance is the charges were not entered by 
the Town when the County billed for the taxes receivable  
Action: Review adjustments to see if the adjustment was made in the Town’s 
Software when the County billed the Taxes Receivable 
         
                                     Example of Journal Voucher Adjustment: 
1000 – 113015  - Real Taxes Receivable                      16,984 debit 
1000 – 223100 -  Deferred Inflow of Real Taxes Rev   16,984 credit 

Presenter
Presentation Notes
Narrative: Notice the Town’s receivables for 2015 – they are negative. In many instances, a negative receivable results when an adjustment was not made to the City or Town’s accounting software when the new receivable was billed by the County. Determine if this is the reason for the negative receivable – review the months the County bills. To correct the Town’s receivable for this year an adjustment should be made to increase the receivable.



#2 – Reconciling  Taxes/Assessments Receivable 

When reconciling the receivable type by year ensure the necessary 
adjustment to Taxes Receivable will also reconcile the corresponding 
Deferred Inflow of Tax Revenue Account (in most cases) 
 

 
 
 
 

Receivables by Year Difference 

2012 Real -164 

2013 Real -78 

2014 Real -410 

2015 Real 16984 

Total: 16,332 

Deferred 
Inflow of 
Tax Rev - 
Real 

Taxes 
Receivable 
by Type – 
County  
Total 

Difference 

-2837 13,495 16,332 

Presenter
Presentation Notes
The corresponding deferred inflow of revenue account should be reconciled as well. The offsetting adjusting entry for receivables will be to the deferred inflow of revenue account in funds using modified accrual.The amount of the receivable adjustment should reconcile the deferred inflow of revenue account.The real taxes receivable differ from the County by $16,332; in this example the deferred inflow of tax revenue account is off by the same number.



#2 – Reconciling  Taxes/Assessments Receivable 

If the adjustment to the Taxes Receivable does not also reconcile the corresponding 
Deferred Inflow of Tax Revenue Account research the difference to ensure the entries 
to the deferred inflow of tax revenue account have been made correctly.   
 

 
 
 
 

Receivable Year Difference 

2012 Real -164 

2013 Real -78 

2014 Real -410 

2015 Real 16984 

Total: 16,332 

Deferred 
Inflow of 
Tax Rev - 
Real 

Taxes 
Receivable 
by Type – 
County  
Total 

Difference 

-2837 13,495 16,332 

Presenter
Presentation Notes
If the adjustment to the taxes receivable does not also reconcile the deferred inflow of tax revenue account you should research the difference.  You should determine the cause for the difference in deferred inflow of tax revenue to determine how the adjustment will be made.When tax revenue was collected were the revenue adjustments correct? When taxes receivable were billed was the offset made to the correct deferred inflow of tax revenue account?



#2 – Reconciling Taxes/Assessments Receivable 
Continue completing the reconciliation of all tax types and 
assessments by year: 
  

 

Presenter
Presentation Notes
Narrative: Continue the reconciliation process for all tax types and assessment years before compiling the adjusting entries.The example on screen includes the reconciliation for mobile homes, personal property and an assessment. If you have more than one assessment you can copy the assessment table as many times as necessary.



#2 – Reconciling Taxes/Assessments Receivable 
• The adjusting entries for the differences can be made 

several ways depending on your software 
• A journal voucher for the adjustments can be prepared 
• In Black Mountain Software you can use the Tax Voucher settings 

used to bill taxes 
• Please refer to BMS for instructions if choosing this method 

 
 

 

 
 
 
 

• Use caution when adjusting - note if the differences are an 
increase or a decrease to the receivable 
• Increase to the receivable is a debit; decrease is a credit 
• Increase to the deferred inflow is a credit; decrease is a debit 

Decrease the receivable 

Increase the receivable 

Increase the Deferred Inflow 
of Tax Revenue - Real 

Presenter
Presentation Notes
Narrative: The necessary adjusting entries can be made in several ways: The first method requires the preparation of journal voucher adjustments to input in your software.If using Black Mountain software you can make the adjustments using the Tax Voucher settings used to bill new taxes. If using this method please refer to Black Mountain Software for instructions.The Taxes Receivable Template provides assistance making the journal voucher adjustments once you have completed the required input.The example shows the differences in real taxes receivable.  Four separate receivable years will need to be adjusted.



#2 – Reconciling Taxes/Assessments Receivable 
Continue completing the reconciliation of Assessments by year: 
  

 

When making adjustment to Assessments: 
 To reduce assessments receive – credit 
 To increase assessments receivable - debit 
    Governmental Funds (modified accrual): 
     Adjust the receivable and the deferred inflow of revenue – assessments 
 Example #1: 2014 Street Lighting Assessments are off by $20.00 
  2400 - 223300 – Deferred Inflow of Revenue – Assessments     $20 debit 
  2400 – 118014 – 2014 Assessments Receivable                        $20 credit  
 
   Business-Type Funds (full accrual): 
   Adjust the receivable and the revenue account (not a deferred inflow) 
 Example #2: 2014 Garbage Collection Assessments are off by $20 
  5410 – 343041 – Garbage Collection Revenue    $20 debit 
  5410 – 118014 – 2014 Garbage Assessments           $20 credit 
 

Presenter
Presentation Notes
Once you have reconciled the taxes receivable, move to assessments and special improvement districts receivable.Typically these receivables will involve only one fund per assessment.  Assessments in governmental funds will be offset by a deferred inflow of revenue; while assessments in business-type funds will be offset by the revenue account.In the example above the 2014 assessments are off by $20. The town’s receivables are $20 higher than the County.  To decrease the receivable the adjusting entry would be a credit and a debit to deferred inflow of revenue.In a business-type fund the debit would be made to the revenue account.   



#2 – Reconciling  Taxes/Assessments Receivable 

Presenter
Presentation Notes
Narrative: This is an example of the completed journal voucher reconciling taxes and assessments receivable in the General Fund.



#2 – Reconciling Taxes/Assessments Receivable 

Protested Taxes 
If taxes are paid under protested  you will receive notice on the County Trial Balance 
 
The County report will show a protested taxes receivable 
 
At the City/Town level the receivable for the tax type and year of taxes protested will 
be reduced and a protested taxes receivable account should be established 
 
When the taxes are protested: 

• Decrease the original receivable & corresponding deferred inflow of tax revenue 
accounts 

• Increase protested taxes receivable & corresponding deferred inflow of tax revenue 
accounts 

 
• 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    debit    
     1000 – 3110xx -      Tax Revenues                            credit 
 
     1000 – 223x00 -    Deferred Inflow of Tax Revenue                      debit   
     1000 – 116000  -    Protested Taxes Receivable                             credit  

 
 

 

Presenter
Presentation Notes
Narrative: As was covered in Session #1, at times, taxes are paid under protest at the County. Although, the taxes are paid, you will not receive the revenue. An adjustment should be made in your software to record the protested taxes. The reconciliation process will show the original receivable that was protested was decreased and a protested tax receivable was increased.A journal adjustment should be made to reduce the original taxes receivable and increase protested taxes receivable.



#2 – Reconciling Taxes/Assessments Receivable 
Adjustments for protested taxes 

 

 
 
 
 

The example shows 2015 Real Property Taxes were protested when paid 
when paid at the County 
• To record the protested taxes: 

#1 - Increase protested taxes receivable and the deferred inflow of tax 
 revenue for protested taxes 

1000 – 116000 – Protested Taxes Receivable(or 116015)            400 debit 
1000 – 223400 – Deferred Inflow of Revenue – Protested          400 credit 

#2 - Decrease the receivable and deferred inflow of revenue of the tax 
 type that was protested  

1000 – 223100 – Deferred Inflow of Tax Revenue – Real             400 debit 
1000 – 113015 – 2015 Real Taxes Receivable                 400 credit  

 

$400 of 2015 Real Taxes 
were protested 
 
The 2015 Real Taxes 
Receivable were reduced 
and Protested Taxes was 
increased 

Presenter
Presentation Notes
Narrative:  in this example, $400 of 2015 Real Property Taxes were paid under protest. The 2015 Real Taxes Receivable and Deferred Inflow of Revenue for real property taxes will be reduced.  Protested Taxes and the Deferred Inflow of Revenue for protested taxes will be increased.The entries will be a debit to protested taxes offset by a credit to the deferred inflow of revenue for protested taxes. The 2015 Real Taxes receivable will be credited and the deferred inflow of tax revenue for real property taxes will be debited. 



#2 – Reconciling Taxes/Assessments Receivable 

• Once the comparison and adjusting entries have been 
completed:   
• Run another report in your software and re-reconcile the taxes 

and assessments receivable and deferred inflow of tax revenues 
accounts to verify the adjustments were entered correctly 

 
• Reconcile on a monthly basis 

• Quarterly at minimum to reduce the time it takes to track 
differences 

 
 
 

Presenter
Presentation Notes
Narrative: Once you have completed the reconciliation and the input of the adjusting entries in your software it is highly recommended you run the reports in your software to re-reconcile the receivables to verify the adjusting entries were made correctly. It is so much easier to correct an adjusting error immediately.It is recommended you reconcile your receivables on a monthly basis – or quarterly at minimum. This will dramatically reduce the time it takes to locate the reason for differences. 



#2 – Reconciling Taxes/Assessments Receivable 
• If you have questions after reviewing this presentation 

contact the Local Government Services Bureau Accountant 
that covers your area 

• http://sfsd.mt.gov/SFSDContacts#LGSB 
 
 

Presenter
Presentation Notes
Thank you for taking the time to review this presentation.If you have questions that weren’t covered in the Taxes Receivable Presentation Series please contact the Local Government Services Bureau accountant that covers your area. 

http://sfsd.mt.gov/SFSDContacts#LGSB

	Reconciling Taxes and Assessments Receivable with the County Records��#2 – Mill Levy budgeted in only the General Fund 
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2- Reconciling Taxes/Assessments Receivable
	#2 –  Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling  Taxes/Assessments Receivable
	#2 – Reconciling  Taxes/Assessments Receivable
	#2 – Reconciling  Taxes/Assessments Receivable
	#2 – Reconciling  Taxes/Assessments Receivable
	#2 – Reconciling  Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling  Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable
	#2 – Reconciling Taxes/Assessments Receivable

