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Definition

Governmental accounting requires that each fund be supported by its own 
separate set of self-balancing accounts.  As such, funds will often interact 
with one another.  Interfund activity is defined as financial interactions 
between the funds of a government.

These interactions come in various forms, not limited to, transfers, advances, 
self-insurance charges, reimbursements, and overhead cost allocation.

The forms of interfund activity we will be discussing today are Transfers and 
Advances.

Interfund Transfers and Advances are reported as other financing 
receipts/disbursements in governmental funds and after nonoperating 
revenues/expenses in proprietary funds.
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XYZ Township
XYZ County, Ohio

Combined Statement of Receipts, Disbursements and Changes in Fund Balances (Regulatory Cash Basis)
All Governmental Fund Types

For the Year Ended December 31, 20CY
CombinedCapitalDebtSpecial

TotalPermanentProjectsServiceRevenueGeneral
Cash Receipts

$0 Property and Other Local Taxes
0 Intergovernmental
0 Earnings on Investments
0 Miscellaneous
0 0 0 0 0 0 Total Cash Receipts

Cash Disbursements
Current:

0 General Government
0 Public Works
0 Intergovernmental
0 Capital Outlay

Debt Service:
0 Principal Retirement
0 Interest and Fiscal Charges
0 0 0 0 0 0 Total Cash Disbursements

0 0 0 0 0 0 Excess of Receipts Over (Under) Disbursements
Other Financing Receipts (Disbursements)

20,000 20,000 Transfers In
(50,000)(50,000)Transfers Out
110,000 100,000 10,000 Advances In

(110,000)(10,000)(100,000)Advances Out

(30,000)0 100,000 20,000 (10,000)(140,000)Total Other Financing Receipts (Disbursements)

(30,000)0 100,000 20,000 (10,000)(140,000)Net Change in Fund Cash Balances
0 Fund Cash Balances, January 1

($30,000)$0 $100,000 $20,000 ($10,000)($140,000)Fund Cash Balances, December 31
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XYZ Township/Village
XYZ County, Ohio

Combined Statement of Receipts, Disbursements
and Changes in Fund Balances (Regulatory Cash Basis)

All Proprietary Fund Types

For the Year Ended December 31, 20CY

Proprietary Fund Types
CombinedInternal

TotalServiceEnterprise
Operating Cash Receipts

$0 Charges for Services
0 Miscellaneous
0 0 0 Total Operating Cash Receipts

Operating Cash Disbursements
0 Salaries
0 Employee Fringe Benefits
0 Purchased Services
0 Supplies and Materials
0 Claims
0 Other
0 0 0 Total Operating Cash Disbursements
0 0 0 Operating Income (Loss)

Non-Operating Receipts (Disbursements)
0 Loans Issued
0 Earnings on Investments (proprietary funds only)
0 Capital Outlay
0 Principal Retirement
0 Interest and Other Fiscal Charges
0 0 0 Total Non-Operating Receipts (Disbursements)
0 0 0 Income (Loss) before Transfers and Advances

30,000 30,000 Transfers In
0 Transfers Out
0 Advances In
0 Advances Out

30,000 0 30,000 Net Change in Fund Cash Balances
0 Fund Cash Balances, January 1 

$30,000 $0 $30,000 Fund Cash Balances, December 31
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IntERfund vs. IntRAfund

 Flows of cash from one fund to another without a requirement for repayment are reported 
as interfund transfers. Allowable transfers are intended to permanently reallocate money 
from one fund to another and are described in Ohio Revised Code §§ 5705.14 through 
5705.16.

 The Governing Board must approve a motion authorizing the transfer.  The minutes should 
state the funds involved in the transaction, the amount, and the reason.
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Transfers In are included as budgeted amounts on the certificate of 
estimated resources in the receiving fund.
Transfers Out are included as budgeted amounts on the 

appropriation resolution in the giving fund.
A Transfer Out cannot result in a negative cash balance in the 

originating fund.
Once a government deposits unrestricted money into a fund with a 

restriction, it then becomes restricted money subject to Ohio 
Revised Code §§ 5705.14 -.16.
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In summary, fund accounting segregates legally restricted resources. 
Therefore, transferring cash restricted for one purpose to a fund with a 
different restricted purpose potentially permits spending the transfer in 
violation of its restricted purpose. Ohio Rev. Code §§ 5705.14 - .16 
attempt to prevent these violations. 

As mentioned on the first slide, not all interfund transactions are 
transfers, therefore, not all interfund transactions are subject to Ohio 
Rev. Code §§ 5705.14 - .16. 
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A temporary flow of cash from one fund to another, with a requirement for 
repayment in an equal amount, is reported as an interfund advance 
(sometimes referred to as an interfund loan).
The Governing Board must approve a motion authorizing the advance.  

The resolution should state the funds involved in the transaction, the 
amount, the reason, and an estimated time for repayment.  In addition, 
the resolution should state if the advance is considered an initial advance 
or the repayment of an existing outstanding advance.
The Ohio Revised Code does not directly address/provide for interfund 

advances; however, AOS Bulletin 1997-003 and the Ohio Compliance 
Supplement Chapter 1 Section 1-7 can be helpful resources.
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In order to advance cash from one fund to another, there must be 
statutory authority to use the money in the fund advancing the cash 
for the same purpose for which the fund receiving the cash was 
established.
Advances are not required to be budgeted on the Certificate of 

Estimated Resources and Appropriation Resolution.  However, 
unpaid advances at year end are factored into the amounts on the 
Certificate of the Total Amount From All Sources Available for 
Expenditure and Balances.
In the case of long-term advances, only the amount expected to 

be repaid during the current year should be included on the 
Certificate of the Total Amount From all Sources Available for 
Expenditure and Balances.
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Advances (continued)
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If the repayment of an outstanding advance does not happen as 
originally anticipated, or does not happen within a reasonable time, 
a resolution is necessary “forgiving” the outstanding balance of the 
advance.  At that point, the interfund loan is considered to 
be/reclassed to a transfer.   
When reclassified as a transfer, the transfer(s) must satisfy all 

requirements included in Ohio Rev. Code §§ 5705.14 -.16 
retroactively (appropriation, resolution, court approval, etc.).
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When preparing Notes to the Financial Statements as part of the annual 
financial statement requirement, disclose any material outstanding 
advances not repaid by the end of the year.  The following sample (using 
the numbers from our handout example) can be modified as needed.

Note XX - Interfund Balances

Outstanding advances at December 31, 20CY, consisted of $85,000 
advanced from the General Fund to the Cemetery Levy Special Revenue 
Fund and the Ohio Public Works Commission (OPWC) Capital Projects Fund 
in the amounts of $10,000 and $75,000, respectively.  Of the amount owed 
from the Cemetery Special Revenue Fund, $5,000 is expected to be 
collected in the current year.  These advances were made to provide 
working capital until the receipt of levy money and to provide initial funding 
for a road project until the receipt of reimbursable grant monies.
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Lisa L. Woodford
Project Manager

Local Government Services
(800) 345-2519

llwoodford@ohioauditor.gov
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