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What is fund accounting?

The basics of fund accounting. Recap of important info from our 
presentations this summer.

How fund accounting effects 
your job.



• Fund accounting is the process of collecting, analyzing, classifying and recording financial data 
relevant to transactions organized on a fund basis.

• The financial statements should report governmental, proprietary and fiduciary fund types or 
those applicable to the entity.

• Your accounting system should be maintained according to GAAP.

• Create and report only those funds required by law and sound financial management using the 
BARS Chart of Accounts.
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Government Fund Accounting
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BARS – Chart of Accounts

http://sfsd.mt.gov/LGSB/Accounting-AFR-
Resources/01_BARSChartofAccount

Six different sections are presented on the 
website:

• Introduction
• Fund Classification
• Balance Sheet Accounts
• Revenue Accounts
• Expenditure Accounts 
• Object Expenditure Classification

http://sfsd.mt.gov/LGSB/Accounting-AFR-Resources/01_BARSChartofAccount


The basis of accounting identifies the 
timing and recognition of WHEN 
transactions and events are recorded.

 Modified Accrual Basis
 Full Accrual Basis 
 Cash Basis
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Basis of Accounting & Measurement Focus

Measurement focus defines what types of 
transactions are recorded.

• The current f inancial resources 
measurement focus record transactions 
when they become BOTH measurable 
and available – governmental funds.

• The economic resources measurement 
focus records transactions when they 
occur, regardless of when cash is 
received or disbursed – proprietary 
funds.



• Governmental funds are reported using the modif ied accrual basis and current financial 
resource measurement focus.

• The modif ied accrual basis of accounting recognizes increases and decreases in financial 
spendable resources only to the extent they reflect near-term inflows and outflows of cash.
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Basis of Accounting & Measurement Focus

 Revenues are recognized when they 
are measurable and available or soon 
thereafter to pay liabilities of the 
current period.

 Usually within 60 days.

 Expenditures are recognized in the 
period when due and will be paid 
rather than when the liability is 
incurred on certain items.



Proprietary and fiduciary funds are reported using the ful l  accrual basis and economic 
resource measurement focus.

The full accrual basis of accounting recognizes increases and decreases in economic resources 
as soon as the underlying event or transaction occurs.
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Basis of Accounting & Measurement Focus

 Revenues are recognized as soon 
as they are earned.  

 When they are billed.

 Expenses are recognized as soon as 
the liability is incurred.

 Regardless of the time related to the 
cash inflows and outflows.



The cash basis of accounting is the 
simplest to achieve but provides the least 
amount of disclosure.

Only revenues received and funds disbursed 
are recognized.

The balance sheet displays only a balance in 
cash and fund balance while the operating 
statement presents the results of cash 
transactions for the reporting fund.

This method of reporting is available to the 
special purpose districts in the state.
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Basis of Accounting & Measurement Focus



• A distinction is made when reporting the capital assets of governmental funds and proprietary 
funds.

• Proprietary fund capital assets are reported in the fund.

• Governmental fund capital assets are NOT reported in the fund but you can use Fund 9000 for 
tracking.

• Capital asset reporting should be determined by policy, reported at historic cost and 
depreciated over their useful lives.
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Measurement Focus & Capital Assets



• A distinction is made when reporting the long-term liabilities of governmental funds and 
proprietary funds.

• Proprietary fund long-term liabilities are reported in the fund which incurred the debt or liability.

• Governmental fund long-term liabilities are NOT reported in the fund but you can use Fund 
9500 for tracking.

• Long-term liabilities include 
 outstanding loan balances;
 compensated absences; 
 OPEB or Other Post Employment Benefits;
 and NPL or Net Pension Liability.
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Measurement Focus & Long-Term Liabilities



• Exchange transactions involve equal 
value given and received.

• Exchange-like transaction 
approximate equal value given and 
received.

• Think of your Water fund in which you 
receive funds to pay for providing 
water services to the citizens of your 
town.
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Exchange vs. Non-exchange Transactions

Non-exchange transactions are those where 
a value is NOT given and received: 

1. derived tax revenues: i.e. a sales tax, 
income tax;

2. imposed non-exchange transactions: i.e. 
ad valorem tax or fines & penalties;

3. government mandated non exchange 
transactions to perform an action or 
provide a service accompanied by partial 
funding; and

4. voluntary nonexchange transactions or all 
other nonexchange transactions.



Fund Classifications

There are 3 categories of funds with 11 fund 
types.

• Governmental funds used to account for 
governmental activities.

• Proprietary funds used to account for the 
business type activities of a government.

• Fiduciary funds used to account for cash 
or other resources held by a government 
acting as a trustee or agent.
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Fund Classifications
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Fund Classifications – Governmental

• 1000 General Fund is reported on a 
modif ied accrual basis and accounts for 
al l  f inancial transactions not accounted 
for in another fund.  

• 2000 - 2999 Special Revenue Funds 
account for resources al located by law, 
contractual agreement or administrat ive 
regulat ions for specif ic purposes or 
activ it ies and are reported on a modif ied 
accrual basis.

Governmental funds and activit ies are general ly f inanced through taxes, intergovernmental 
revenues and other non-exchange transactions.

• 3000 - 3999 Debt Service Funds are 
used to account for payment of 
interest and principal on long-term 
debt other than revenue bonds and 
use a modif ied accrual basis of 
accounting.
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Fund Classifications – Governmental

• 4000 - 4999 Capital Project Funds 
account for revenues received and used 
to acquire and/or construct major, long-
l ived capital faci l i t ies other than those 
f inanced by enterprise fund revenue and 
are reported on a modif ied accrual 
basis.

• 8001 - 8999 Permanent Funds are 
reported on a modif ied accrual basis 
and are those in which the principal 
remains intact whi le the interest earned 
can be expended for government 
purposes only.

Governmental fund balance is reported 
in 5 different categories per GASB 54:

1. Non-spendable;
2. Restr icted;
3. Committed;
4. Assigned; and 
5. Unassigned.
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Fund Classifications: Proprietary 

• 5000 - 5999 Enterprise Funds are 
reported on a ful l  accrual basis and 
accounts for self-support ing activit ies 
of the governmental unit rendering 
services to the publ ic and are f inanced 
from user charges.

Proprietary funds are used to report the business-like activities of the government and focus on 
generating income and cash flows to pay for the cost of providing a service.  

Revenues are generally from exchange transactions such as charges for services.

• 6000 - 6999 Internal Service Funds 
account for services and commodit ies 
provided by a designated department 
or agency to other departments or 
agencies within the government and are 
reported on a ful l  accrual basis.
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Fund Classifications: Fiduciary 

Fiduciary funds are used to report assets held by a government entity acting in a trustee or 
agency capacity for others.

Assets in these funds cannot be used to support the government’s own programs.

• 7000 - 7099 Trust Funds account for 
assets received and held for a 
government acting as a custodian and are 
reported on a full accrual basis.

• These include:
 pension trust funds; 
 investment trust funds; and,
 private purpose trust funds.

7100 - 7999 Agency Funds are  
primarily clearing funds for cash collected 
for other governments or agencies and 
distributed within a short time period and 
are reported on a full accrual basis
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General Capital Asset & Long-Term Debt Funds

Fund 9000 General Capital Asset Fund is 
used to account for all fixed assets not 
accounted for in enterprise, internal service 
or fiduciary funds.

Fund 9500 General Long-Term Debt
accounts for payments of long-term debt 
from governmental funds.

• Both funds are used to facilitate the 
preparation of the government-wide 
financial statements.
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Fund Classification Recap 

1000 – General Fund Governmental Fund Modified Accrual

2000 – Special Revenue Funds Governmental Fund Modified Accrual

3000 – Debt Service Funds Governmental Fund Modified Accrual

4000 – Capital Projects Funds Governmental Fund Modified Accrual

5000 – Enterprise Funds Proprietary Fund Full Accrual

6000 – Internal Service Funds Proprietary Fund Full Accrual

7000 – Fiduciary Funds (Trust & Agency) Fiduciary Full Accrual

8000 – Permanent Funds Governmental Fund Modified Accrual

9000/9500 – General Capital Asset/Long-Term Debt – not required /assists with tracking and reporting of Capital 
Assets (GCAAG) & Long-term Liabilities (GLTDAG) of the governmental funds.

Type of Fund Accounting BasisFunds



Balance Sheet or Statement of Net 
Position accounts

1.  Asset accounts (debit balance)

2. Deferred Outflows of Resources 
accounts (debit balance)

3. Liability accounts (credit balance)

4. Deferred Inflows of Resources 
accounts (credit balance)

5. Fund Balance or Net Position 
accounts (credit balance)
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Accounting 101 Review

Assets + Deferred Outflows = Liabilities + Deferred Inflows + Fund Balance/Net Position



Operating Statements

1. Revenue Accounts (credit balance)

2. Expenditure/Expense Accounts (debit 
balance)

3. Fund Balance or Net Position (credit 
balance)
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Accounting 101 Review

Revenues less Expenditure/Expense +/- Other Financing Sources(Uses) = Fund Balance or Net Position



• Financial reporting uses measurement focus and basis of accounting to create your fund 
financial statements.

• It is the process of combining and summarizing the detailed information assembled during the 
accounting process.

 Internal financial reporting for entity management use.
 Special purpose financial reporting provided for and used by parties outside your entity.
 General purpose financial reporting commonly used by those without direct access to 

financial information.

• It is also used for your AFR and your audit.

DEPARTMENT OF ADMINISTRATION   |    STATE FINANCIAL SERVICES DIVISION  |   LGSB 21

Financial Reporting



The governmental fund statements include 

 The Balance Sheet; and 

 The Statement of Revenues, 
Expenditures, and Changes in Fund 
Balance, aka Operating Statement.
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Governmental Fund Statements
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Governmental Fund Balance Sheet
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Governmental Fund Operating Statement



The proprietary fund statements include 

 the Statement of Net Position; 

 the Statement of Revenues, Expenses, 
and Changes in Net Position, aka an 
Operating Statement; and 

 the Statement of Cash Flows.
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Proprietary Fund Statements
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Proprietary Fund Statement of Net Position
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Proprietary Fund Operating Statement
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Proprietary Fund Statement of Cash Flows



The fiduciary fund statements include

 The Statement of Fiduciary Net Position; 
and 

 The Statement of Changes in Fiduciary 
Net Position.

Implementation of GASB 84, Fiduciary 
Activities, has been postponed for 1 year or 
reporting periods beginning after December 15, 
2019 or FY2021.
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Fiduciary Fund Statements
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Fiduciary Fund Statements
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Fiduciary Fund Statements



Using the “Important Dates Calculator” to 
determine due dates of required reporting.

A brief description of the webinars we 
presented for the 2020 Montana Municipal 
Institute.

The introduction of the Small Government 
Financial Reporting Framework (SGFRF).

Updates from the audit section of LGSB.
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Recap & Other Information



Calendar

At the beginning of your fiscal year, create a 
calendar using the Important Dates 
Calculator from our website.

• This will tell you all your important dates 
for document submission to LGSB for 
fiscal year ending June 30, 2021:

• Budget on October 1, 2020
• AFR on December 31, 2021
• Federal Audits on March 31, 2022
• Non-Federal Audits on June 30, 2022

• The FY2020 AFR is due December 31, 
2020 and FY2020 audits are due March 
31, 2021 and June 30, 2021.
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Important Dates - Calendar



Webinars presented by LGSB:

 Fundamentals of Budgeting - May 
 Levy Calculations - May
 Cash Reconciliations - June
 Year-End Closing - July
 Annual Financial Report - August
 BARS Chart of Accounts - September
 Government Fund Accounting -

October
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2020 Webinars

All were presented through the Local 
Government Center (LGC).

Recordings of all the webinars are 
available on their website.

The webinars were all part of the 2020 
Montana Municipal Institute.



Senate Bill 02 was passed by the 2019 Legislature

• Applicable beginning for FY2020 reporting.

• 2-7-504 MCA allows for GAAP and SGFRF, as 
defined in Administrative Rule 2.4.401.

• Apply for the SGFRF if your population is less than 
5,000, and you have no requirements to report 
under full GAAP.

• SGFRF is a regulatory basis of reporting on a 
modified GAAP basis.

• Simplifying certain elements of financial reporting –
fewer statements, fewer notes.
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Small Government Framework (SGFRF)



Completed audit reports and financial review 
reports are submitted to LGSB for review.  

• Review is required by MCA 2-7-522.

Look for compliance with:

• Government Auditing Standards (GAS);

• Uniform Guidance (Single Audit -
Federal);

• Generally Accepted Accounting 
Principles (GAAP); and 

• Montana Code Annotated (MCA).
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Audit:  LGSB Review

What do we review?
• Independent Auditor’s Reports 

 Financial Statements, Internal 
Control/Compliance, Uniform 
Guidance

• Financial statements 
 Mathematical accuracy, 

reconcile/agree to amounts in prior 
year’s report, reconcile/agree to 
amounts within current year’s report

• Notes to the financial statements
• Required Supplementary Information and 

Other Supplementary Information 
• Consistency in reported findings



The audit roster is current.

The Corrective Action Plan (CAP) is 
undergoing changes.  Currently there is 
team working on the CAP review process.

Shown to the right are the links to the audit 
section from our website.

http://sfsd.mt.gov/LGSB/Audit-Financial-
Review-Resources
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Audit Information
http://sfsd.mt.gov/LGSB

http://sfsd.mt.gov/LGSB


Your Annual Financial Report is submitted to 
LGSB  as required by 2-7-503 MCA. 

Our review includes

 ensuring all required statements and other 
information is included;

 verification of beginning balances to prior year 
ending balances; 

 the Database Ledger Load (DLL) is 
submitted;

 the Filing Fee Form (FFF) is properly 
completed; and,

 statements are balanced and cross foot to 
each other.
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Annual Financial Report:  LGSB Review
http://sfsd.mt.gov/LGSB

http://sfsd.mt.gov/LGSB


GASB 95, Postponement of Effective Dates, 
was issued in May, and delays the 
implementation of certain GASB statements.

 GASB 84, Fiduciary Activities

 Implementation Guide 2019-2

 GASB 87, Leases

 Implementation Guide  2019-3
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GASB Updates
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LGSB CONTACT INFORMATION

Phone: 406-444-9101

Email:  LGSPortalRegistration@mt.gov

Website:  http://sfsd.mt.gov/LGSB

LGSB staff is here to help!  Please let us know if we 
can be of assistance

mailto:LGSPortalRegistration@mt.gov
http://sfsd.mt.gov/LGSB
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