
BASICS OF FUND 
ACCOUNTING



WHAT IS  FUND ACCOUNTING?

Presenter
Presentation Notes
Fund Accounting:Focuses on accountability, rather than profitabilityUsed by government entities to track revenues for specific purposes and track the use of those revenuesUse of funds are restricted for specific purposesSeparate budget prepared for each fundAccounting used by government entities (counties) is substantially different from the accounting used by for-profit private sector entities



ACCOUNTING BASIS

Presenter
Presentation Notes
Cash BasisRevenue recorded when it is receivedExpenses recorded when they are paidModified Accrual/Cash BasisRevenue recorded when it is receivedExpenditures recorded when they incurFull Accrual BasisRevenue recorded when it is earnedExpenses recorded when they incur



GENERAL LEDGER

 What is a General Ledger?

 The record of all financial transactions used to prepare 
financial statements
 Revenues
 Expenses
 Assets
 Liabilities



REVENUE & EXPENDITURE
CATEGORIES

REVENUES EXPENDITURES

Property Taxes General Government

Sales Tax Public Safety

Licenses, Permits, Fees Roads & Bridges

Intergovernmental Health & Welfare

Charges for Services Culture & Recreation

Interest Income Economic Development

Special Assessments Capital Outlay

Debt Service

Presenter
Presentation Notes
Revenue & Expenditures are reported under major categories (above)State Treasurer - ACH DepositsDisabled Veteran's CreditHomestead CreditFlood Control - Federal FundsForest - Federal FundsOil & Gas Production TaxMineral RoyaltyCoal Conversion TaxCoal Severance TaxSales Tax



ASSETS

• Cash & Investments
• Receivables
• Inventory
• Prepaid Items
• Capital Assets



LIABILITIES

•Accounts Payable
•Debt & Bonds Payable
•Interest Payable
•Compensated Absences Payable
•Pension & OPEB Liabilities

Presenter
Presentation Notes
OPEB:  Other Post Employment Benefits



CHART OF ACCOUNTS

Accounts are categorized by:
1. Fund – separated by specific purpose
2. Account – separate programs within a fund (Departments)
3. Object – specific revenue or expense

Presenter
Presentation Notes
This is one example of a Chart of Accounts structure.The length of each component varies by county depending on software and need.



CHART OF ACCOUNTS
FUND CODING

FUND DESCRIPTION
100 GENERAL FUND
200 SPECIAL REVENUE FUNDS
300 DEBT SERVICE FUNDS
400 OTHER FUNDS

Presenter
Presentation Notes
100200-299 	Special Revenue Funds300-399	Debt Service Funds400-?	Other Funds 



CHART OF ACCOUNTS
REVENUE CODING

REVENUE SOURCE
3000 TAXES
3200 LICENSES, PERMITS & FEES
3300 INTERGOVERNMENTAL
3400 CHARGES FOR SERVICES
3500 FINES & FORFEITURES
3600 MISCELLANEOUS
3999 TRANSFERS IN

Presenter
Presentation Notes
3000-3199	Taxes3200-3299	Licenses, Permits & Fees3300-3399	Intergovernmental3400-3499	Charges for Services3500-3599	Fines & Forfeitures3600	Miscellaneous3900	Transfers In



CHART OF ACCOUNTS
EXPENDITURE CODING

EXPENDITURE FUNCTION (DEPARTMENT)

4100 GENERAL GOVERNMENT

4200 PUBLIC SAFETY

4300 ROAD & BRIDGE

4400 HEALTH & WELFARE

4500 CULTURE & RECREATION

4600 DEBT SERVICE

4800 ECONOMIC DEVELOPMENT

4900 MISCELLANEOUS

4999 TRANFERS OUT

Presenter
Presentation Notes
4100-4199	General Government4299-4299	Public Safety4300-4399	Highways – Road & Bridge4400-4499	Health & Welfare4500-4599	Culture & Recreation4600-4699	Debt Service4800-4899	Economic Development4900	Miscellaneous4999	Transfers Out



CHART OF ACCOUNTS
EXPENDITURE OBJECT CODING

EXPENDITURE OBJECT

100 SALARIES & WAGES

200 FRINGE BENEFITS

300 SERVICES

320 INSURANCE

330 RENTALS

340 TRAVEL

350 UTILITIES

EXPENDITURE OBJECT

370 DUES & MEMBERSHIPS

380 REPAIRS & MAINTENANCE

390 OTHER SERVICES

400 SUPPLIES & MAINTENANCE

600 CAPITAL OUTLAY

700 DEBT SERVICE

800 OTHER CHARGES

Presenter
Presentation Notes
Objects:100-199	Salaries & Wages200-299	Fringe Benefits300-319	Services320-329	Insurance330-339	Rentals340-349	Travel350-369	Utilities370-379	Dues & Memberships380-389	Repairs & Maintenance390-399	Other Services400-599	Supplies & Maintenance600-699	Capital Outlay700-799	Debt Service800-	Other 



CHART OF ACCOUNTS
CODING REVENUE - EXAMPLES

Coding Number Fund Number Fund Name Revenue 
Number

Revenue Name

100-3110 100 General 3110 Property Taxes

100-3510 100 General 3510 Fines

201-3353 201 Road & Bridge 3353 Highway Tax

205-3440 205 Veterans Service 3440 Charges for Services

210-3215 210 County Agent 3215 Licenses & Fees



CHART OF ACCOUNTS
CODING EXPENSES - EXAMPLES

Coding 
Number

Fund 
Number

Fund            
Name

Expense 
Dept. No.

Expense 
Dept. Name

Expense 
Object No.

Expense Object 
Name

100-4110-341 100 General 4110 Governing 
Board

341 Mileage

100-4210-356 100 General 4210 Sheriff Dept 356 Telephone

201-4310-424 201 Road & 
Bridge

4310 Road Dept 424 Gas & Oil

205-4420-375 205 Veterans 
Service

4420 Veterans 
Service

375 Dues

210-4510-415 210 County 
Agent

4510 County Agent 415 Supplies

Presenter
Presentation Notes
McLean:  4/4/31000-4161-360Fund 1000 = General FundAccount 4161 = RecorderObject 360 = Supplies ExpenseRolette: 4/4/31000-4145-410Fund 1000 = GeneralAccount 4145 = RecorderObject 410 = Office Supplies ExpenseHB1245:  Study feasibility and desirability of transitioning counties to a uniform system of collecting and reporting property tax information, including the process to transition counties to a uniform chart of accounts, implementation and administration of a uniform chart of accounts, and the associated costs; 



POSTING TRANSACTIONS
REVENUE

• Revenues
o Post timely, when revenue becomes available

o Receipts should be numbered in sequential order by date issued

o Deposits should be made on a regular basis (daily)
 Depository banks designated by the governing board
 Depository banks must be member of Federal Reserve system
 Bank of ND or other financial institution in the State
 Deposits must be fully insured or bonded

• In lieu of bond, financial institution may provide pledge of 
securities equal to 110% of the deposits not covered by FDIC



POSTING TRANSACTIONS
EXPENDITURES

• Expenditures
• Obtain proper authorization for bills before paying

• Commissioners approve all bills
Exceptions - payroll; utilities, contract payments; scheduled debt

(AG Opinion:  2005-L-25)

• Invoices must include a date, who purchased, the vendor’s information, the 
value of the item or service purchased, what the item was purchased for, and 
an invoice number.  Do not pay from a statement.

• Indicate designated fund(s) on invoice 
• Vouchers

• Vendor invoices and customer receipts should be posted on a timely basis.



FINANCIAL REPORTING

GASB:  The Government Accounting Standards Board is a private 
non-governmental organization that creates accounting reporting 
standards, or generally accepted accounting principles (GAAP), for 
state and local governments in the United States.

 GASB 34 - established 3 groups of funds used to prepare financial 
statements
 Governmental
 Proprietary
 Fiduciary

Presenter
Presentation Notes
County Government Financial reporting is based on a standard established by GASB.GASB:  The Government Accounting Standards Board is a private non-governmental organization that creates accounting reporting standards, or generally accepted accounting principles (GAAP), for state and local governments in the United States.GASB 34 - established 3 groups of funds used to prepare financial statementsGovernmentalProprietaryFiduciary



FUND CLASSIFICATIONS

• Most commonly used funds
• Cover most of the functions of county government
• Funds supported by levied property taxes

Governmental Funds

• Used to report activities financed primarily by revenues generated by 
the activities themselves

Proprietary Funds

• Revenues held by the county, belonging to other entities

Fiduciary Funds



GOVERNMENTAL FUNDS

 Governmental Funds
 General Fund
 Accounts for everything not accounted for in another fund

 Special Revenue Funds 
 Used to account for specific revenue that is limited to being used for a specific 

purpose

 Capital Projects Funds
 Accounts for the construction, rehabilitation, and acquisition of capital assets 

such as buildings, equipment, and roads.  You are not required to account for all 
capital expenditures in this fund

 Debt Service Funds
 Accounts for the repayment of debt

 Permanent Funds
 Accounts for resources that cannot be expended, must be held in perpetuity

Presenter
Presentation Notes
Governmental fund assets generally are expected to be used within a year and governmental fund liabilities are normally expected to be repaid or satisfied with current resources.General FundCounty’s primary operating fund – accounts for everything not accounted for in another fund.  Examples:  Sheriff, Auditor, Treasurer, Recorder, Buildings & Grounds, Special Revenue Funds Used to account for specific revenue that is limited to being used for a specific purposeUsed to report all the activities associated with a single functionExamples:  Road & Bridge, Highway Tax, Veteran Service, Weed Control, Extension, Health District, Historical Society, Emergency & Flood Mitigation, FEMA Funds,E-911, Hazardous Chemical Prep, Unorganized Road & Bridge, County Agent, Asset ForfeitureCapital Projects Fund	Accounts for the construction, rehabilitation, and acquisition of capital assets such as buildings, equipment, and roads.  You are not required to account for all capital expenditures 	in this fund – may use General or Special Revenue Funds such as Road & Bridge or create separate fund for specific project (i.e. Jail Construction, Fair Complex 	Construction, Courthouse Improvements, etc.)Debt Service FundsAccounts for the repayment of debtResources (revenue) accumulating for the purpose of making debt service payments should be reported in the debt service fundExamples:  Loans, Bonded Debt, Special Assessment Bonds, Revenue BondsPermanent FundsAccounts for resources that cannot be expended, must be held in perpetuity (Landfill Post Closure)



PROPRIETARY FUNDS

 Proprietary Funds

 Internal Service
 Used to report activities financed primarily by revenues generated by the 

activities themselves
 Health Insurance; Correction/Treatment Center (Pierce)

 Enterprise Funds
 Account for activity for which a fee is charged for goods and services
 Water, Sewer, Garbage

Presenter
Presentation Notes
Used to report activities financed primarily by revenues generated by the activities themselves



FIDUCIARY FUNDS

 Fiduciary Funds

 Agency Funds
 Used to account for property taxes collected on behalf of other 

governments
 Schools, Cities, Townships, Fire Districts, Health Units, etc.

 Trust Funds
 Used to account for resources held in trust for employee benefits
 Pensions, Deferred Comp, 457 Plans
 Often administered by outside agencies (NDPERS, Nationwide, etc.)

Presenter
Presentation Notes
Revenues held by the county, belonging to other entities or held in trust for employee benefits



FUNDS CONTINUED

 Component Units
 Legally separate organization for which the county commissioners 

are financially accountable
 Shown separately on county’s financial statements
 Library,  JDA, Water Resource District, Building Authority, Atmospheric 

Resources, Fair Associations, etc. 

*No right or wrong answer for number of funds beyond 
those required by law

*All funds with levies should have a separate fund for 
tracking revenue & expenses



FUND BALANCES

Fund balances are 
classified as follows:

 Non-spendable

 Restricted

 Committed

 Assigned

 Unassigned



FUND BALANCE CLASSIFICATIONS

Presenter
Presentation Notes
The County Governmental Fund balances are classified as follows:Non-spendable – includes fund balance amounts that cannot be spent either because it is not in spendable form or because of legal or contractual restrictions.Restricted – includes fund balance amounts that are restricted for specific purposes which are externally imposed by providers, such as creditors or enabling legislation.Committed – includes fund balance amounts that are obligated for specific purposes that are internally imposed by the county commissioners through formal action and does not lapse at year-end.Assigned – includes fund balance amounts that are intended to be used for specific purposes that are neither considered restricted or committed. Unassigned – includes positive fund balance within the General Fund which has not been classified within the above-mentioned categories and negative fund balances in other governmental funds.



INDEPENDENT AUDIT

 NDCC 54-10-14. Political Subdivision Audits

 Minimum – once every 2 years

 Audit conducted by State Auditor or, if approved 
by the commissioners, by a certified public 
accountant or licenses public accountant

 State Auditor reviews all audit reports and must 
accept the audit
 County shall retain 20% of payment until audit 

report is accepted by state auditor - NDCC 54-
10-14 (5)

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjWtbDllc7iAhWTFTQIHXc7Ac8QjRx6BAgBEAU&url=http%3A%2F%2Fwww.mediaaudit.com%2Fmedia-watchdog%2Fin-a-media-audit-what-are-findings-that-matter%2F&psig=AOvVaw1uclaK5vvvqsYXdMqagHYU&ust=1559680763946872


AUDIT REPORT 
FINANCIAL STATEMENTS

Government Wide Financial 
Statement

Summary of primary county financial activities and 
component units, except fiduciary activities

Presents program revenues and their direct 
expenses (fees, grants).

Revenues not classified as program revenues are 
presented as general revenues

Fund Based Financial 
Statement

Summary of all county funds and accounts 
including fiduciary funds

Major Funds (General, Road & Bridge) displayed 
separately in own column

All other funds are aggregated and shown as 
nonmajor funds in one column

Presenter
Presentation Notes
Government Wide Financial StatementSummary of primary county financial activities and component units, except fiduciary activitiesPresents program revenues and their direct expenses (fees, grants).Revenues not classified as program revenues, are presented as general revenues Fund Based Financial statementSummary of all county funds and accounts including fiduciary fundsMajor Funds (General, Road & Bridge) displayed separately in own columnAll other funds are aggregated and shown as nonmajor funds in one column



AUDIT REPORT 
FINANCIAL STATEMENTS

• What the county would have left over 
after satisfying liabilities

Statement of Net Position

• Reflects changes by county function

Statement of Activities

Presenter
Presentation Notes
Statement of Net PositionWhat the county would have left over after satisfying liabilitiesStatement of ActivitiesReflects changes to high level county functions as a whole vs by fund



STATEMENT 
OF NET 

POSITION



STATEMENT 
OF 

ACTIVITIES



AUDIT REPORT 
FINANCIAL STATEMENTS

•Balance between the county’s assets and liabilities & fund balances
•Fund Balances - reported as “reserved” and “unreserved”
•“Reserved” - resources that cannot be spent (inventory, reserved for specific purpose)
•“Unreserved” – available to be used for the purpose of the fund they are reported in

Balance Sheet

Governmental Funds

•Explains the differences in scope and accounting bases between fund balances and total 
government activitiesBalance Sheet Reconciliation

•Governmental Funds income statement
•Tracks flows of resources in & out (revenues & expenditures)

Statement of Revenue & 
Expenditures and Changes in 

Fund Balance  - Governmental 
Funds

•Explains the differences in scope and accounting bases between the activity statement and 
income statement

Income Statement 
Reconciliation

Presenter
Presentation Notes
Balance Sheet – Governmental FundsBalance between the county’s assets and liabilities & fund balancesFund Balances - reported as “reserved” and “unreserved”“Reserved” - resources that cannot be spent (inventory, reserved for specific purpose)“Unreserved” – available to be used for the purpose of the fund they are reported inBalance Sheet ReconciliationExplains the differences in scope and accounting bases between fund balances and total government activitiesStatement of Revenue & Expenditures and Changes in Fund Balance – Governmental FundsGovernmental Funds income statementTracks flows of resources in & out (revenues & expenditures)Income Statement ReconciliationExplains the differences in scope and accounting bases between the activity statement and income statement



BALANCE 
SHEET



REVENUE 
EXPENDITURES 

&
FUND 

BALANCES



AUDIT REPORT 
FINANCIAL STATEMENTS

Budget Comparison

• Compares the difference between the budgeted revenues & 
expenditures and the actual amounts for the year 

Pension & Other Post-employment Benefits 
Liability Schedule
• Shows county’s liability for employee pension and other 

benefits 

Presenter
Presentation Notes
Budget ComparisonCompares the difference between the budgeted revenues & expenditures and the actual amounts for the year Pension & Other Post-employment Benefits Liability ScheduleShows county’s liability for employee pension and other benefits 



BUDGET 
COMPARISON



PENSION & 
OPEB

SCHEDULE

Presenter
Presentation Notes
OPEB:  Other Post Employment Benefits



AUDIT REPORT 
FINANCIAL STATEMENTS

Schedule of Fund Activity
• Tracks the receipts, disbursements, and in/out transfers for each 

fund
• Provides an end of year fund balance for each fund

Schedule of Findings
• List of audit findings that indicate nonconformity with audit criteria 
• Provides condition found and recommended action to be taken
• Provides county response to finding and planned action
• Provides opportunity for improvement in procedures and processes

Presenter
Presentation Notes
Schedule of Fund ActivityTracks the receipts, disbursements, and in/out transfers for each fundProvides an end of year fund balance for each fundSchedule of FindingsList of audit findings that indicate nonconformity with audit criteria Provides condition found and recommended action to be takenProvides county response to finding and planned action (if any)Provides opportunity for improvement in procedures and processes



SCHEDULE OF 
FINDINGS



AUDIT FINDINGS

 Common  Audit Findings:

 Lack of internal controls and segregation of duties 
 Lack of trained staff to prepare financial statements

 Some counties do not have the staff or expertise to implement 
adequate internal controls or to prepare the required financial 
statements

 Cost prohibitive

 Counties should make every effort to segregate the duties related to 
journal entries, receipting, deposits, and reconciliations

 Independent auditors prepare the financial statements and note 
disclosures 



QUESTIONS??

Presented by:
Linda Svihovec
ND Association of Counties
(701) 328-7317
Linda.Svihovec@ndaco.org
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