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Principles of           d 
Accounting
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OBJECTIVES
• What is Fund Accounting?
• How does Fund Accounting work?
• What kinds of Funds 
are there?

• How do you create a 
new fund?

• Monthly financial information?

F U N D
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WHAT IS FUND ACCOUNTING

Fund accounting is the activity of 
analyzing, recording, summarizing, 

reporting and interpreting the 
financial transactions of 

governments

This is accomplished through the use of Funds



5

OK . . . SO WHAT’S A FUND

Fund . . . . a fiscal and accounting 
entity with a self-balancing set of 
accounts recording cash and other 
financial resources, together with all 
related liabilities and balances, which 
are segregated for the purpose of 
carrying on specific activities, or 
attaining certain objectives in 
accordance with special regulations, 
restrictions or limitations.



6

WHAT?

Think think think
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• Segregates 
transactions related 
to certain city 
functions to aid 
financial 
management

• Demonstrates legal compliance

FUND ACCOUNTING
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• NON-SPENDABLE
Cannot be spent because not in spendable form or 
legally or contractually required to be intact

• RESTRICTED
Externally imposed constraints

• COMMITTED
Constraints imposed internally by formal action of the 
governments’ highest decision-making authority

GASB 54 FUND BALANCE
CLASSIFICATIONS
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• ASSIGNED
Constraints where there is government intent to be 
used for specific purposes but are neither restricted or 
committed

• UNASSIGNED
Residual classification for general fund.  Fund balance 
not assigned to other funds or restricted, committed or 
assigned to specific purpose in general fund

GASB 54 FUND BALANCE
CLASSIFICATIONS (continued)

ASSIGNED

SPENDING

ONLY
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Governmental Funds

Proprietary Funds

Fiduciary Funds

WHAT KINDS OF FUNDS ARE THERE?
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• Those funds through which most governmental 
functions typically are financed.  Reports on the 
sources, uses and balances of current financial 
resources:

• General Fund
• Special Revenue Funds
• Debt Service Funds
• Capital Project Funds
• Permanent Funds

GASB 54 – GOVERNMENTAL FUNDS
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The operating fund of the city, used 
to account for all financial resources 
except those required to be accounted 
for in another fund due to them being 
restricted for purpose.  The general fund 
balance is available to the city for any 
purpose provided it is disbursed or 
transferred in accordance with Ohio law

GASB 54 – GOVERNMENTAL FUNDS
GENERAL FUND
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Used to account for and report the 
proceeds of specific revenue 
sources that are restricted or 
committed to expenditures for 
specific purposes other than debt 
service or capital projects

Examples:  SCM & R, Policy Levy

GASB 54 – GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS
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Used to account for 
and report financial 
resources that are 
restricted, committed, 

or assigned to expenditures for 
principle and interest

GASB 54 – GOVERNMENTAL FUNDS
DEBT SERVICE FUNDS
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Used to account for and report 
financial resources that are restricted, 
committed or assigned to 
expenditures for capital outlays 
including the construction or 
acquisitions of capital facilities 
and other assets

GASB 54 – GOVERNMENTAL FUNDS
CAPITAL PROJECTS FUNDS
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Used to account for financial 
resources that are restricted to the 
extent that only earnings, and not 
principal, may be used for purposes 
that support the governments’ 
programs

GASB 54 – GOVERNMENT FUNDS
PERMANENT FUNDS
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• Focuses on the determination 
of operating income, financial 
position and cash flows:

• Enterprise Funds
• Internal Service Funds

PROPRIETARY FUNDS
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Enterprise funds 
may be used to 
account for any 
activity for which a 
fee is charged to 
external users for 
goods or services

Examples:  Sewer, Water, Electric

PROPRIETARY FUNDS
ENTERPRISE FUNDS
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Accounts for the financing of goods or 
services provided by one department 
or agency to other departments or 
agencies of the governmental unit, or 
to other governmental units, on a cost-
reimbursement basis

Examples:  Self-Insurance, Retrospective Workers’ 
Compensation

PROPRIETARY FUNDS
INTERNAL SERVICE FUNDS
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• Fiduciary funds are used to report assets held 
in trust or agency capacity for others and 
therefore cannot be used to support 
government’s own programs:

• Pension Trust Funds
• Investment Trust Funds
• Private Purpose Trust Funds
• Custodial Funds

FIDUCIARY FUNDS
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• Auditor of State Technical 
Bulletin 99-006

• If it is not established by 
law, either specifically, or 
in general, permission to 
establish a new fund 
comes from the Auditor of 
State’s Office

HOW TO CREATE
A FUND



22

• Required under the following 
circumstances:
• When management wants to capture additional 

financial information about a specific revenue 
source or activity

• When the fund will be used to account for 
restricted gifts or bequests that will not be held in 
trust; or

• When management wants to impose 
internal restrictions not otherwise required 
by law

AOS PERMISSION
May I . . . 
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• When it is necessary to demonstrate 
compliance with legal or contractual 
restrictions

• Use of fund must be consistent with 
GASB fund definitions

AOS APPROVAL
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• Cash summary by 
Fund

• Appropriation Report
• Estimated Resources 

Report
• Bank Reconciliation
• Watch for:

• Level of spending
• District funds

MONTHLY FINANCIAL INFORMATION24
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