FUNDS

MOM Policy 302 — Governmental
Accounting Overview

MCA 17-2-102
GASB Stmt 34 & 54
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FUNd Accounting

An independent fiscal entity with a self-
balancing set of accounts provided to record
all related financial transactions therein

Reasons for separate funds:
e Diverse nature of governmental operations

* Necessity of assuring legal compliance



Fund

Category

Governmental

Proprietary

Fiduciary

Fund Categories

Fund Government-wide
Financial Financial
Reporting Reporting

Modified Accrual Basis Full Accrual Basis

Full Accrual Basis Full Accrual Basis

Full Accrual Basis Full Accrual Basis
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Governmental Funds

Fund Type w Fund Accounts for:

General 01100 All governmental financial resources not
required to be accounted for in another
fund

State Special 02xxx Budgeted & Proceeds from state/other nonfederal

Revenue 08xxx-08499 Nonbudgeted sources whose use is restricted

Federal Special 03xxx Proceeds from a federal source whose

Revenue use is restricted

Debt Service 04xxx Accumulation of resources for the

payment of general long-term debt

Capital Project 05xxx Resources to be used for the
acquisition/construction of major capital
outlays

Permanent 09xxx-09499 Resources whose principle portion is

legally required to remain intact
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Proprietary Funds

Fund Type m Fund Accounts for:

Enterprise 06xxx-06499 The financing of goods or services to
the general public when the intent is
that costs will be recovered primarily
through user charges

Internal Service 065xx The financing of goods or services
provided by one state agency to
another on a cost-reimbursement
basis
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Fund Type

Fiduciary Funds

Fund Accounts for:

Agency

Investment Trust

Private-Purpose Trust

Pension Trust

07 XXX Resources held temporarily in a purely
custodial capacity for an individual, private
organization or other government

085xx The external portion of investment pools
reported by the State

086xx Trust arrangements under which principal
and income benefit an individual, private
organization or other government

095xx Resources required to be held in trust for
the members and beneficiaries of an
employee benefit plan
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Basis of Accounting

| Modified Accrual___|Full Accrual ______

Measurement Current Economic Resources — Total Economic Resources —
Focus transactions that affect current  transactions that increase or
financial resources decrease net assets
Obijective Determine if current inflows are  Match revenues with
sufficient to cover current expenditures
outflows
Revenue When earned, measurable and When earned and measurable
Recognized available — 60 days
Expenditures When delivery has occurred or ~ When delivery has occurred or
Recognized services have been services have been rendered
rendered....with the several
exceptions
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Modified Accrual

 Expenditure recognition exceptions:

— Debt service payments

— Inventories

— Prepaid items

— Capital leases

— Debt-financed capital grants

— Accrued liabilities normally financed in future periods
— Unfunded pension/OPEB contributions

— Operating leases with scheduled rent increases

— Trade-ins involving capital assets associated with
governmental funds



SABHRS Ledgers

Fund ACTUALS ENTITYWIDE

Category Ledger Ledger

Governmental Modified Accrual Transactions Full Accrual Conversion
Adjustments — Capital assets,
Long-term debt, etc.

Proprietary Full Accrual Transactions Not Applicable

Fiduciary Full Accrual Transactions Not Applicable
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Governmental Funds

Government-wide

Entitywide Financial
Ledger Statements:
Full Accrual

Governmental /
Funds /

Fund Financial
Statements:
Modified Accrual

Actuals
Ledger

—2  Full Accrual Conversion Entries

= = > Modified Accrual Entries
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Proprietary & Fiduciary Funds

Government-wide

Proprietary Financial*
Funds Statements:
Full Accrual
~N
~
~N
~ Actuals
- -~ Ledger
-
/
Fiduciar Fund Financial
y Statements:
Funds

Full Accrual

= = =3 Full Accrual Entries o _
* Fiduciary Funds are not included

in Government-wide Financial
Statements

SAD Training June, 2012 66



Example

e Scenario:
— Governmental funds only
— Agency purchases a capital asset for $75,000



Example (cont.)

 Entryrecorded in the (modified
accrual basis) when capital asset is purchased:

— In the fund financial statement (modified accrual),
capital asset purchases are recorded as capital
outlay expenditures on the operating statement



Example (cont.)

e Entry recorded in the ENTITYWIDE Ledger
automatically when the capital asset is added

to AM:

e Debit 17xx — Asset S75,000
e Credit 63/64xxx — Asset Offset S75,000

— In the government-wide statements (full accrual),
capital asset purchases are recorded as capital
assets on the balance sheet
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Example (cont.)

e Actuals Ledger + Entitywide Ledger
s Debit—63xu/6dwoc—Asset/Outlay—S75,000*
e Credit 1104 — Cash S75,000
e Debit 17xx — Asset S75,000
s Credit——63wo/6doo—Asset Offset——S75 000*
— Strikethrough indicates offset
e Netted lines = Government-wide Financials

e Debit 17xx — Asset S75,000
e Credit 1104 — Cash S75,000
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Assets == | |abilities ==

FUND EQUITY

MOM Policy 311 — Fund Balance/Net Assets
GASB Stmt 34 & 54
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Fund Equity

Fund Balance

Measurement Focus

Basis of Accounting

Fund Classifications

Current Economic Resources Total Economic Resources

Modified Accrual Full Accrual
Governmental Funds *Proprietary Funds
*Fiduciary Funds

eGovernmental Funds —
when reported on
Government-wide Financial
Statements
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Fund Balance Classifications

Governmental Funds Only —

Modified Accrual Financial Statements

Account Description Account Number

Nonspendable 4120 (4121-4123: New for
fiscal year-end entries)

Restricted 4125

Committed 4130

Assigned 4135

Unassigned 4140
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Nonspendable Fund Balance
APPLIES TO ALL GOVERNMENTAL FUNDS

* Legally required to remain intact

— Corpus of a permanent fund — Continue
to use 4120

* Notin a spendable form

— Inventory — use 4121 (New)
— Prepaid — use 4122 (New)



Nonspendable Fund Balance
APPLIES TO GENERAL FUND ONLY

 Long-term amounts of loans and
notes receivable — use 4123 (New)

 Property acquired for resale



Restricted Fund Balance

e Amounts can only be spent/used for specific purposes
and

* Constraints placed on resources are either imposed:
— Externally — Federal Government or Private Donation
— By constitutional provisions

— By enabling legislation that is legally enforceable by
an external party



Committed Fund Balance

e Amounts can only be spent/used for specific
purposes and

* Constraints placed on resources are imposed by
formal action of the legislature

— However, legislature has the ability to redirect the
resources or change the constraint by a formal action
similar to the action used to initially constrain the
resources



Assigned Fund Balance

 Constraints placed on the resources are NOT
Nonspendable, Restricted nor Committed and

 Imposed by the government’s intent to be used for a
specific purpose



Unassigned Fund Balance

e Constraints placed on the resources are not
Nonspendable, Restricted, Committed nor Assigned
within the General Fund



Fund Balance Decision Tree
last page of MOM Policy 311



Fund Balance FYE Manual Adjustments
Governmental Funds Only

Actuals Ledger Only

Governmental Balance Sheet | Nonspendable SABHRS Who makes
Fund Type Account Fund Balance Ledger the FYE

Account adjustment
All Governmental Inventory — 4121 Actuals Each agency
Funds 1802, 1804
All Governmental Prepaids — 4122 Actuals Each agency
Funds 1905, 1905A
General Fund Only L/T Notes/Rec 4123 Actuals DofA
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FYE Fund Balance
Manual Entry Example

Account Debit Balance Credit Balance
Number

1104 Cash S$5,000
1802 Inventory S4,000
1905 Prepaids $3,000
4130 Fund Balance - Committed $11,000
S5XXXXX Revenues $10,000
BEXXXX Expenditures $9,000
e
Number
4130 Fund Balance - Committed $7,000
3>{4121 Nonspendable — Inventory $4,000
4122 Nonspendable — Prepaids $3,000
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Net Asset Accounts

Proprietary & Fiduciary Funds, Government-wide
- Full Accrual Financial Statements

Account Description Account Number

Invested in Capital, Net of
Related Debt

Recorded by SAD for CAFR
reporting only

Restricted — funds other than 4201

permanent funds

Restricted — Permanent funds 4202 (New)

Unrestricted

4101
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Invested in Capital Assets, net of
related debt

e Amount determined and recorded as such by DOA
personnel for CAFR reporting purposes only
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Restricted Net Assets

e Constraints placed on resources are either imposed:
— Externally — Federal Government or Private Donation
— By constitutional provisions

— By enabling legislation that is legally enforceable by
an external party

Note — Definition the
same for Restricted
Fund Balance
classification




Restricted Net Assets for
Permanent Funds

* New Restricted Net Asset Account 4202 created to
separate Permanent Funds, whose fund balance
classification is Nonspendable, from other Restricted
Net Assets

 Required to be reported separately on CAFR
Government-wide Financial Statements



Unrestricted Net Assets

e Net Assets that do not meet the definition of:

— Invested in Capital Assets, net of related debt or

— Restricted Net Assets



Where each is Recorded

Fund Type Fund Balance Actuals Ledger Entitywide Ledger
Classification Account Account

Governmental

Governmental
Governmental

Governmental
Governmental
Enterprise
Internal Service

Fiduciary

Nonspendable

Restricted
Committed

Assigned
Unassigned
Not Applicable
Not Applicable
Not Applicable

4120

4125
4130

4135
4140
4101/4201
4101

Varies (not 4120-
4140)
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Fund Equity Balance

e Accumulation of the net difference of
revenues and expenditures at the end of each
fiscal year-end: closing process

— Fund equity account determined by a combination of trees and rules
created in SABHRS — Governmental funds are based on fund balance

classification
— See table in section XVII of MOM Policy 375 for closing account details

— If you want to know where a specific fund will close contact SAD

e Plus/minus direct entries due to prior period
adjustments



Fund Equity Balance

6/30/11 Balance ====) FYE Close Process mmmm) 7/01/11 Balance

‘account | Debit | credic Wl Account | Debic_| cedit__

Cash $6,000 Cash $6,000
Fund Equi

Revenue $3,000
$2,000

Fund Equity
Revens

Expenditures Expenditures SO

6/30/12 Balance === FYE Close Process ====) 7/01/12 Balance

nccount | oebit_|creat [l Account | bebit_| credit

Cash S4,000 Cash S4,000
Fund j
Revenue S1,000
xpenditures  $3,000

$4,000
SO

Fund Equity

Expenditures SO
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Fund Equity Balance

Completed
during FYE
closing process

FY12
Prior (2yrs)
Period
Adjustments

FY11
Ending

oo FY12 FY12
Balance Revenues Expenditures

FY13
Beginning
Balance
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Drop Down Menu:

1. Prior Period Adjustment

2. Fund Bal/Net Asset Reclassification
3. Fiscal Year-end Adjustment

Fund
Equity

STATE OF MONTANA
STATEWIDE ACCOUNTING SYSTEM

Transaction

7mt gov_ ]

s
‘il

Department Websites

Montana's Official State Website

Services | Resources Notices/Meetings

About DOA

State Accounting Division

Welcome to the
State Accounting Division

- - - - -

State Accounting Division

1)  AgencyBusiness Unit and Name
2)  Type of Equity Account Transaction
Prior Period Adjustment - Fields 4-13 Drop Down MenU]
3)  Fund Number 4)  Ledger 5)  Normal Equity Account
Actuals 4120 - Nonspendable -[Drop Down Menu]
D)  SABHRS Joumal ID
T)  Provide a narrative description of adjustment:

Accounting Training | Accounting Home

More Information and
Important Links

re emmor does not occur again?
® Accounting Forms

« I Eeies and

Procedures

| . __l =saction can be recorded in?
[O'es Please list

OMe

T3)

Was there authority remaining to cover the transaction (if an expenditure comection)?

Agency Authorization Date

Authorized Signature
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