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Fund Accounting
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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.

• Funds - a fund segregates the monies of the Entity according to legal purpose 
restrictions.
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Why Fund Accounting?

• Fund accounting is the way governments track revenues with purpose restrictions
against the expenditures made for those purposes.

• Fund accounting makes it easier to identify which monies are available for
specific purposes.
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How Funds Work?
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• Entities often have one checking 
account that is used for all funds. 

• How does the Entity know how much 
of  the checking account balance is 
allocated to each fund?
• A proper cashbook or cash journal 

(see Appendix A)

This Photo by Unknown Author is licensed under CC BY-NC-ND
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Fund Type and Funds

• Governmental Funds
• General Fund
• Special Revenue Funds
• Debt Service Funds
• Capital Projects Funds
• Permanent Funds

• Proprietary Funds
• Enterprise Funds
• Internal Service Funds

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

6This Photo by Unknown Author is licensed under CC BY
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Governmental Fund Types
General Fund - The operating fund of the government, used to account for all financial resources except
those required to be accounted for in another fund. The general fund balance is available to the
government for any purpose provided it is disbursed or transferred in accordance with Ohio law.

Special Revenue Funds - Used to account for the proceeds of specific revenue sources that are restricted
or committed to expenditure for specified purposes other than debt service or capital projects.

Debt Service Funds - Used to account for financial resources that are restricted, committed, or assigned
to expenditure for principal and interest.

Capital Projects Funds - Used to account for financial resources that are restricted, committed, or 
assigned to expenditure for the acquisition or construction of capital facilities and/or other capital assets.

Permanent Funds - Used to account for the financial resources that are legally restricted to the extent that 
only earnings, and not principal, may be used for purposes that benefit the government or its citizens.

7

Efficient       •       Effective       •       Transparent

Proprietary Fund Types

Enterprise Funds - Used to account for any activity for which a fee is charged to
external users for goods or services.

Internal Service Funds - Used to account 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.
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Fiduciary Fund Types

Pension Trust Fund

Investment Trust Fund

Private Purpose Trust Fund - Used to report all trust arrangements, other than 
those properly reported in pension or investment trust funds, under which principal 
and income benefit individuals, private organizations, or other governments.

Custodial Fund - The Entity collects money on behalf of another entity and then
remits the money to them.
• No own source revenue
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How to Create a New Fund?

• Look to AOS Bulletin 99-006 for guidance (see Appendix B)

• If it is not established by law, (ORC 5705.09 - referred to in Appendix B) or ORC
5705.13 either specifically, or in general, permission to establish a new fund
comes from the Auditor of State’s Office.
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Chart of Accounts
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Why a Chart of Accounts?

• A chart of accounts has been established as a way to standardize reporting
requirements of local governments.

• The chart of accounts should be used by all entities to maintain uniform
accounting practices.

• Appendix C is sample Chart of Accounts for Villages and Townships from UAN
used as a guidance.
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Numeric Account Code - Revenue

• Sample 1000 - 110

• Fund code = 1000

• Receipt code = 110
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Sample Revenue Codes for Villages

• Revenue Types
• 100s – Property and Other Local Taxes
• 200s – State Shared Taxes and Permits(Intergovernmental)
• 300s – Special Assessments
• 400s – Intergovernmental Revenues
• 500s – Charges for Services
• 611-619 – Fines, Forfeitures, and Settlements
• 621-690 – Licenses, and Permits
• 700s – Earnings on Investments
• 800s – Miscellaneous
• 900s – Other Financing Sources
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Sample Revenue Codes for Townships

• Revenue Types
• 100s – Property and Other Local Taxes
• 200s – Charges for Services
• 300s – Licenses, Permits, and Fees
• 400s – Fines, Forfeitures, and Settlements
• 500s – Intergovernmental
• 600s – Special Assessments
• 700s – Earnings on Investments
• 800s – Miscellaneous
• 900s – Other Financing Sources
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Numeric Account Code - Expenditure

• Sample 1000 - 110 - 399

• Fund code = 1000

• Program code = 110

• Object code = 399
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Sample Program Codes for Villages

• Program Codes (functions):

• 100s – Security of Persons and Property
• 200s – Public Health Services
• 300s – Leisure Time Activities
• 400s – Community Environment
• 500s – Basic Utility Services
• 600s – Transportation
• 700s – General Government
• 800 – Capital Outlay
• 850 – Debt Service
• 900s – Other Financing Uses
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Sample Program Codes for Township

• Program Codes (functions):

• 100s – General Government
• 200s – Public Safety
• 300s – Public Works
• 400s – Health
• 500s – Human Services
• 600s – Conservation - Recreation
• 710 – Other
• 730 – Intergovermental
• 760 – Capital Outlay
• 810-890 – Debt Service
• 900s – Other Financing Uses
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Sample Object Codes for Villages

• Object Codes:

• 100s – Personal Services
• 200s – Employee Fringe Benefits
• 300s – Contractual Services
• 400s – Supplies and Materials
• 500s – Capital Outlay
• 600s – Miscellaneous
• 700s – Debt Service
• 900s – Other Financing Uses
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Sample Object Codes for Townships

• Object Codes:

• 100s – Personal Services
• 200s – Employee Fringe Benefits
• 300s – Contractual Services
• 400s – Supplies and Materials
• 500s – Miscellaneous
• 700s – Capital Outlay
• 800s – Debt Service
• 900s – Other Financing Uses
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Basic Accounting
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Budgetary – General Budgetary Terms

• Estimated revenues - the amount of revenue expected to be received in total, by
fund, or by source during the year.

• Estimated resources = current year revenues plus carryover balance.

• Appropriations - the amounts approved for expenditure by Council in accordance
with fund/program/object restrictions.

• Fund Balance:

• Encumbered Fund Balance - the portion of fund balance obligated to expenditure for purposes
specified by purchase orders.

• Unencumbered Fund Balance - the portion of fund balance that is available for expenditure.
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Budgetary Documents
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• Tax Budget or Alternative Method

• Official Certificate of Estimated Resources

• Certificate of Total Amount From All Sources Available for Expenditures, and
Balances

• Amended Official Certificate of Estimated Resources

• Appropriation Ordinance
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Tax Budget Important Dates

• Adopted by council on or before July 
15th of  each year for the next year

• One hearing before adoption with 10 
days advanced notice and copy available 
for inspection

• Must be submitted to county auditor by 
July 20th
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Tax Budget

25

• The purpose is to reflect the need for existing or increased tax rates and to obtain
an apportionment from the county undivided local government fund.

• Serves as a source for setting the limitations of appropriations for the next year

• Also serves as a planning tool for entities.
(see Appendix D)
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Alternative Method

26

• Section 5705.281 of the O.R.C. allows the county budget commission to waive the
requirement to file a tax budget.

• The county budget commission must adopt an alternative method or formula basis
for the apportionment of the county undivided local government funds.

• Information required by budget commission must be provided by the date
specified by budget commission.
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Official Certificate of 
Estimated Resources

27

• The entity should receive the official certificate of estimated resources from the county
budget commission by September 1st.

• The date may be extended by the tax commissioner.

• Review the official certificate as soon as it is received from the budget commission.

• If the entity disagrees with the actions of the budget commission, the entity may appeal to
the board of tax appeals within 30 days of receipt of the official certificate of estimated
resources.

• If the entity agrees with the actions of the budget commission, they should by resolution,
authorize the necessary tax levies and certify them to the county auditor by October 1st.
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Official Certificate of 
Estimated Resources
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• Once the official certificate of estimated resources has been received from the
county auditor, estimated revenues can be recorded in the accounting system.

• Generally, the amount filed with the county auditor is in total by fund; however,
the amounts recorded in the accounting system will be by revenue source.

• Revenues are generally identified on the certificate of estimated resources by taxes
and other sources.
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Certificate of Total Amount From All Sources Available for 
Expenditures, and Balances

29

• On or about January 1, the entity is to certify to the county auditor, the
actual unencumbered fund balance and estimated revenue for each
fund

• Complete and file with the county auditor as soon after December 31
as possible
(see Appendix F)
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Amended Official Certificate of Estimated Resources

30

• Will be returned to the Entity by the budget commission after the
Entity has filed the certificate of the total amount from all sources
available for expenditures, and balances

• May be amended during the year if the budget commission agrees with
the increases and/or decreases
(see Appendix G)
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Amended Official Certificate of Estimated Resources
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• For each new amended certificate, 
revenue recorded in the accounting 
system must be updated to match the 
revenue totals in the amended 
certificate.

Efficient       •       Effective       •       Transparent

Appropriation Ordinance
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• Section 5705.38 of the O.R.C. states that the Entity must adopt an
appropriation measure on or about the first day of each year.

• A temporary appropriation measure may be passed to meet this
requirement for the period January 1 through March 31.

• The permanent annual appropriation measure must be passed by April
1 for the period January 1 through December 31.

• The appropriation measure may be amended throughout the year by a
resolution adopted by governing board (Council or Trustees).
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Appropriation Ordinance

33

• The Entity must have appropriations adopted to legally spend money.

• Appropriations passed by governing board must be filed with the
county auditor.

• Total appropriations for each fund should never exceed the total
column on the most recent amended certificate of estimated resources
for each fund.

• The legal level of control should be set for each office, program, and
division, and within each, the amount appropriated for personal
services and other expenses.
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Delegation of Authority to Set Appropriations

34

• The appropriation process is a function of the legislative authority of
the local government.

• The legislative authority of a local government may not delegate the
appropriation authority.

• Other officials of the local government may be given the authority to
allocate or reallocate funds within a legally adopted appropriation.
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Appropriations

35

• Appropriations, at the legal level, may only be changed by the
legislative authority.

• Appropriations, below the legal level, may be changed by the fiscal
officer - this will not require legislative action.
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Appropriations - Legal Level

36

1000-110-100:
• 101 - Salaries Full-time
• 102 - Salaries Part-time

1000-110-200:
• 201 - OPERS
• 202 - Social Security

1000-110-300:
• 301 - Utilities
• 302 – Insurance

1000-110-400:
• 401 - Office Supplies
• 402 - Operating Supplies

1000-710-300
• 301 - Utilities
• 302 - Insurance
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Appropriations

• Appropriations need to be recorded in 
the accounting system before any 
expenditure can be made.

• Should all available resources be 
appropriated?

• When should you do supplemental 
appropriations?
• Remember to file with County Auditor
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Frequent Budgetary Error
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• Property taxes and income taxes should be posted at gross, not net.

• The property tax revenue (before the property tax collection fees)
should be recorded in total.

• The property tax collection fees should be posted separately as
expenditures.

• The property tax allocation (homestead and rollback) should be posted
as intergovernmental revenue.
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Receipts

39

• Money should be deposited on the business day next following the day
of receipt for amounts in excess of $1,000.

• Money should be deposited on the business day next following the day
of receipt for amounts less than $1,000, unless council has adopted a
policy not to exceed 3 business days
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Receipts

40

• The receipt or pay-in should include:

• Receipt number
• Total amount received
• Date 
• Payor
• Reason for receipt
• Fund to which revenue is to be 

credited
• Receipt code
• Clerk’s signature

This Photo by Unknown Author is licensed under CC BY-NC-ND

Efficient       •       Effective       •       Transparent

Encumbrances

41

• Encumbrances are commitments for the expenditure of monies and
are recorded as the equivalent of expenditures on the budgetary basis.

• When an amount is encumbered, it reserves that portion of the
applicable appropriation and maintains legal compliance.

• Encumbrances are purchase orders.
• Certification of availability of funds prior to the obligation of funds
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Purchase Orders

• Section 5705.41 of  the O.R.C. states that 
the clerk must certify that “the amount 
required to meet the obligation has been 
lawfully appropriated for such purposes and 
is in the treasury or in the process of  
collection to the credit of  an appropriation 
fund free from any previous encumbrance”.

• Section 5705.41 also states that “every such 
contract made without such a certificate 
shall be void and no warrant shall be issued 
in payment of  any amount due thereon”.

42
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Types of Purchase Orders

• Regular purchase orders

• Blanket purchase orders

• Super blanket purchase orders

• Then and now certificates

43
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Blanket Purchase Orders

44

• Authorized under Section 5705.41 of the O.R.C.

• Used when the vendor, price, or quantity is open ended and not known

• No dollar limitations

• Only one outstanding at a time per appropriation account

• No time limitation except that does not extend beyond the end of the fiscal
year

• Should be labeled as a blanket purchase order

• Must be signed and dated by the clerk
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Super Blanket Purchase Orders

45

• Also found in Section 5705.41 of the O.R.C.

• No dollar limitations

• Authorized to be outstanding for any period up to the end of the fiscal year
(cannot extend beyond fiscal year end)

• More than one certificate is permitted to be outstanding at a time

• Must identify a specific line-item appropriation in a specific fund

• The certification may be for single or multiple vendors
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Super Blanket Purchase Orders

46

• Permitted purposes of the certification include:

• The services of an accountant, architect, attorney at law, physician, professional
engineer, construction project manager, consultant, surveyor, or appraiser by or on
behalf of the subdivision

• Fuel oil, gasoline, food items, roadway materials, and utilities

• Any purchase exempt from competitive bidding under O.R.C. Section 125.04 and any
other specific expenditure that is a recurring and reasonably predictable operating
expense

• Must be signed by the clerk
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Then and Now Certificates
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• Used when prior approval for purchase was not obtained

• Two conditions:

• Clerk certifies that at the time the order was made there were appropriations to cover
the payment, and,

• Currently there are appropriations to cover the payment

• Less than $3,000, clerk may authorize

• Exceeds $3,000, must be done only with council approval

• Must be done within 30 days of the legislative authority’s receipt of the
certificate
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Expenditures

• Payment of  Invoices

• When goods are received, what was 
received should be compared with the 
purchase order and the packing slip.

• When an invoice is received it should 
be compared to what was received.

• A check is prepared and sent to the 
vendor.

48
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Transfers

49

• Permanent reallocation of cash from one fund to another

• Allowable transfers are listed in Sections 5705.14 through 5705.16 of
the O.R.C.
• Other than certain exceptions, only the general fund may transfer

monies to another fund (transfer can only be made from less restrictive
funds to more restrictive funds)

• Exceptions relate to funds no longer needed for the purpose they were created

• Some exceptions require action by the Tax Commissioner
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Documenting the Transfer

50

• Pass an ordinance/resolution authorizing the transfer

• Minute Record (if the existing appropriations need to be modified)

• Certification (certify that the funds are available to transfer)
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Advances

51

• Temporary reallocation of cash from one fund to another

• Requirements of Advances:

• Statutory authority (must be statutory authority to use the money in the fund
advancing the cash for the same purpose as the fund receiving the cash)

• Less restricted fund to a more restricted fund

• Reimbursement restrictions (the reimbursement must not violate any restrictions
on the money being used to make the reimbursement)

• Approved by a formal resolution passed by council

49
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Advances

52

• Resolution for an advance
• Must include a CLEAR statement that the transaction is an advance of cash, and

• An indication of the money that is to be used to repay the advance

• Should include

• The amount of the advance

• The name of the fund advancing the money

• The name of the fund receiving the money

• An estimated repayment date
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Budgetary Effects of Advances

53

• Advances do not directly affect budgetary

• They can have an impact if it is not repaid within the year:

• At year end, you will need to adjust the unencumbered cash balances of the
funds involved:

• Increase the unencumbered cash balance of the fund that loaned the money, and

• Decrease the unencumbered cash balance of the fund that received the money

• Advances that are not repaid by year end can be changed to transfers if
the intent of repayment no longer exists and council approves change.
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Interest Allocation

54

• As a general rule, interest must be paid into the general fund, with
exceptions:

• Interest earned on funds the law prescribes for a particular purpose, such as
monies derived from fees, excises, or license taxes relating to registration,
operation, or use of vehicles on public highways, or fuel used for propelling
such vehicles

• Accrued interest on the sale of bonds shall go to a bond retirement fund
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Investment Policy

55

• Section 135.14 of the O.R.C. requires the clerk to have a written investment
policy on file with the Auditor of State.

• Must be approved by council/board

• All brokers, dealers, and financial institutions by giving advice, making
investment recommendations, or initiating transactions with the Entity must
also sign the investment policy, acknowledging their understanding and
receipt of the policy.

• If an investment policy is not on file with the Auditor of State,
Village/Library is limited to investing only in interim deposits (includes
saving accounts and nonnegotiable certificate of deposit), as defined in
Section 135.01 of the O.R.C., and in STAR Ohio.
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Investment Policy

56

• The investment policy requirement and the restrictions for failure to
file an investment policy do not apply to a Entity whose average
annual portfolio is $100,000 or less.

• The clerk and/or council/board must certify this fact to the Auditor of
State.

• The clerk and/or council/board must comply and remain in compliance
with the provisions of Sections 135.01 and 135.21 of the O.R.C.
(which define terms used in the Uniform Depository Act, and direct
apportionment of investment earnings among funds, respectively).
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Bank Reconciliation

• It is ESSENTIAL that you reconcile 
the Village books to the bank 
statements every month.

• Review your bank statement

• Compare deposits on the bank 
statements to the receipts posted on 
the books.

• Compare the checks that cleared the 
bank to those recorded on the books.

57
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Bank Reconciliation

58

• What if you don’t reconcile?

• Check your math

• Narrow down where the error can be

• Deposits per the bank statements plus this month’s deposits in transit minus last month’s
deposits in transit should equal deposits per books

• Cleared checks per the bank statements plus this month’s outstanding checks minus last
month’s outstanding checks should equal disbursements per books

• Remember that the bank isn’t always right either
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Fiscal Integrity Act
• Outlines conditions for and process of  removal of  

office.

• Approved March 2015

• Newly elected or appointed fiscal officers

• 6 hours before term of  office or within one year

• An additional 18 hours before end of  first term

• Subsequent to first term

• 12 hours each term including 2 hours of  ethics 
training

59
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Fiscal Integrity Act
Continuing Education Requirements

60

• Auditor of State Training Portal

• All qualifying training hours must be recorded on the AOS training portal.

• To qualify a course - Center for Audit Excellence Training Section

• 90 days to record into the AOS training portal
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Cash Basis Annual Financial Report

61

Filing Requirements:

• All villages/libraries must file financial reports at year end.

• OCBOA or

• Regulatory

• The report must be filed within 60 days of year end.

• Hinkle Annual Financial Reporting System

• Financial statements must reflect the requirements of GASB Statement No. 54.
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Questions
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Cindy McCafferty
Chief  Project Manager

Northwest Region

Jim Puthoff
Assistant Chief  Project Manager

Northwest Region
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Any Village
Cash Journal

9/30/2004
Receipts Warrant

Receipts Expenditures Balances Date Particulars # # Fund
74,274.00$   09/01/04 Opening Balances

2,312.50 76,586.50 09/05/04 MVL TAX 831 2011
187.50 76,774.00 09/05/04 MVL TAX 831 2021

1,500.00 75,274.00 09/01/04 BUGS BUNNY 7350 1000
1,000.00 74,274.00 09/01/04 TOM 7351 2011
5,000.00 69,274.00 09/02/04 JERRY 7352 1000
2,500.00 66,774.00 09/02/04 SYLVESTER 7353 2011

200.00 66,574.00 09/02/04 TWEETY 7354 1000
350.00 66,224.00 09/02/04 MICKEY MOUSE 7355 2011
500.00 65,724.00 09/05/04 MINNIE MOUSE 7356 2021
500.00 65,224.00 09/05/04 GOOFEY 7357 2011
500.00 64,724.00 09/05/04 PLUTO 7358 2011
450.00 64,274.00 09/05/04 DONALD DUCK 7359 2021

1,000.00 63,274.00 09/05/04 DAISY DUCK 7360 1000
18.00 63,256.00 09/05/04 WINNIE THE POOH 7361 2021

525.00 62,731.00 09/08/04 TIGGER 7362 2011
200.00 62,531.00 09/08/04 PIGLET 7363 1000
500.00 62,031.00 09/08/04 RABBIT 7364 2021

1,000.00 61,031.00 09/08/04 ROO 7365 1000
750.00 60,281.00 09/08/04 OWL 7366 2021

36,250.00 96,531.00 09/15/04 LOCAL GOVERNMENT REVENUE 832 1000
100.00 96,431.00 09/10/04 ROAD RUNNER 7367 1000
100.00 96,331.00 09/10/04 WIL E. COYOTE 7368 2011

500.00 96,831.00 09/30/04 PERMITS 834 1000
2,500.00 94,331.00 09/10/04 ELMER FUDD 7369 2011

750.00 93,581.00 09/10/04 PORKY PIG 7370 1000
125.00 93,456.00 09/10/04 SPONGE BOB 7371 2011
250.00 93,206.00 09/15/04 GEORGE JETSON 7372 1000

2,800.00 90,406.00 09/15/04 ASTRO 7373 2021
1,000.00 89,406.00 09/15/04 JANE 7374 1000

150.00 89,256.00 09/15/04 BARNEY RUBBLE 7375 1000
250.00 89,006.00 09/15/04 FRED FLINTSTONE 7376 1000
750.00 88,256.00 09/18/04 DINO 7377 2011

1,250.00 87,006.00 09/18/04 PEBBLES 7378 1000
500.00 86,506.00 09/18/04 BAMBAM 7379 2021

1,500.00 85,006.00 09/18/04 SCOOBY DOO 7380 1000
250.00 84,756.00 09/18/04 SHAGGY 7381 2021

1,250.00 83,506.00 09/18/04 NEMO 7382 1000
5,000.00 88,506.00 09/30/04 TRANSFERS IN 2021

5,000.00 83,506.00 09/30/04 TRANSFERS OUT 1000
18.00 83,488.00 09/30/04 SERVICE CHARGE 1000

610.00 84,098.00 09/30/04 INTEREST 835 1000
84,098.00 09/30/04 INTEREST 835 2011
84,098.00 09/30/04 INTEREST 835 2021

44,860.00$ 35,036.00$   84,098.00$   TOTALS

Appendix A



General Fund Ongoing Street Maintenance Ongoing State Highway Ongoing
Expenditures Receipts Balance Expenditures Receipts Balance Expenditures Receipts Balance

37,398.00$  6,177.00$    30,699.00$  
37,398.00 2,312.50 8,489.50 30,699.00
37,398.00 8,489.50 187.50 30,886.50

1,500.00 35,898.00 8,489.50 30,886.50
35,898.00 1,000.00 7,489.50 30,886.50

5,000.00 30,898.00 7,489.50 30,886.50
30,898.00 2,500.00 4,989.50 30,886.50

200.00 30,698.00 4,989.50 30,886.50
30,698.00 350.00 4,639.50 30,886.50
30,698.00 4,639.50 500.00 30,386.50
30,698.00 500.00 4,139.50 30,386.50
30,698.00 500.00 3,639.50 30,386.50
30,698.00 3,639.50 450.00 29,936.50

1,000.00 29,698.00 3,639.50 29,936.50
29,698.00 3,639.50 18.00 29,918.50
29,698.00 525.00 3,114.50 29,918.50

200.00 29,498.00 3,114.50 29,918.50
29,498.00 3,114.50 500.00 29,418.50

1,000.00 28,498.00 3,114.50 29,418.50
28,498.00 3,114.50 750.00 28,668.50

36,250.00 64,748.00 3,114.50 28,668.50
100.00 64,648.00 3,114.50 28,668.50

64,648.00 100.00 3,014.50 28,668.50
500.00 65,148.00 3,014.50 28,668.50

65,148.00 2,500.00 514.50 28,668.50
750.00 64,398.00 514.50 28,668.50

64,398.00 125.00 389.50 28,668.50
250.00 64,148.00 389.50 28,668.50

64,148.00 389.50 2,800.00 25,868.50
1,000.00 63,148.00 389.50 25,868.50

-150.00 62,998.00 389.50 25,868.50
250.00 62,748.00 389.50 25,868.50

62,748.00 750.00 -360.50 25,868.50
1,250.00 61,498.00 -360.50 25,868.50

61,498.00 -360.50 500.00 25,368.50
1,500.00 59,998.00 -360.50 25,368.50

59,998.00 -360.50 250.00 25,118.50
1,250.00 58,748.00 -360.50 25,118.50

58,748.00 -360.50 5,000.00 30,118.50
5,000.00 53,748.00 -360.50 30,118.50

18.00 53,730.00 -360.50 30,118.50
311.10 54,041.10 -360.50 30,118.50

54,041.10 48.80 -311.70 30,118.50
54,041.10 -311.70 250.10 30,368.60

20,268.00$   36,911.10$ 54,041.10$  8,850.00$     2,361.30$   (311.70)$      5,768.00$     5,437.60$   30,368.60$  
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AUDITOR OF STATE BULLETIN 99-006

APRIL 6, 1999

TO: Fiscal Officer of All Subdivisions

All Independent Public Accountants

SUBJECT: Requests for New Funds

The Auditor of State receives numerous requests to establish new funds under the provisions of

Ohio Rev. Code §5705.12 which states:

In addition to the funds provided for by sections 5705.09, 5705.121, 5705.13,

and 5705.131 of the Revised Code, the taxing authority of a subdivision may

establish, with the approval of and in the manner prescribed by the auditor

of state, such other funds as are desirable, and may provide by ordinance or 

resolution that money derived from specified sources other than the general 

property tax shall be paid directly into such funds.  The auditor of state shall 

consult with the tax commissioner before approving such funds.

The purpose of this Bulletin is to identify when a request under this code section is required and

when a local government may create a new fund without the Auditor of State’s approval.

When Requests are Unnecessary

Approval to establish a new fund is unnecessary when the creation of the desired fund is already

authorized or required by statute.   Whenever the creation of a fund is authorized or required by

statute, either specifically by name, or in general, a separate letter requesting permission to

establish the fund is not required.

Examples of specific statutory requirements are found in Ohio Rev. Code §3313.81, which

requires that school districts establish food service funds, and in Ohio Rev. Code §5747.50, which

requires that each county establish an undivided local government fund.  Similar statutory

provisions requiring the creation of a specific fund are scattered throughout the Revised Code. 

General statutory requirements for the creation of funds are found in Ohio Rev. Code §5705.09. 

This code section states:

Each subdivision shall establish the following funds: 

(A) General fund; 

(B) Sinking fund whenever the subdivision has outstanding bonds other than 

serial bonds; 

Appendix B



(C) Bond retirement fund, for the retirement of serial bonds, notes, or 

certificates of indebtedness; 

(D) A special fund for each special levy; 

(E) A special bond fund for each bond issue; 

(F) A special fund for each class of revenues derived from a source other than

the general property tax, which the law requires to be used for a particular 

purpose;

(G) A special fund for each public utility operated by a subdivision; 

(H) A trust fund for any amount received by a subdivision in trust. 

Based on this statute, it is unnecessary to continue to request permission from the Auditor of

State to establish a new fund when the purpose of the fund will be to record and expend the

proceeds of debt, to account for a new grant whose use is restricted to a particular purpose or to

account for money received in trust.

When Requests are Necessary

It is necessary to continue to submit requests to the Auditor of State when the creation of the

fund is not specifically authorized by statute or when the purpose of the fund is not identified in

Ohio Rev. Code §5705.09 (A) - (H).  Situations in which it would be appropriate to continue to

submit requests include: 1) when management wishes to create a new fund in order to capture

additional financial information about a specific source of revenue or a specific activity; 2) when

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

3) when management wants to impose internal restrictions on the use of otherwise unrestricted

resources

Management often asks to create a new fund to determine how much revenue a specific source

generates or how money from a specific source is being spent.  In circumstances where the

desired financial information can be obtained by creating additional accounts within an existing

fund, the creation of a separate fund is generally considered unnecessary.  An exception to this

policy is made for requests for the creation of proprietary funds.

Proprietary funds are intended to account for activities that are similar to businesses.  The activity

is at least partially financed by charges for services or goods.  Rates are usually set by the

legislative authority, and the desire is to maintain accounting records which can demonstrate the

extent that charges cover the costs of providing the goods or services.  This is accomplished by

tracking all revenues and the related expenses of an activity within a single fund.  Requests for the

creation of a proprietary fund are usually granted.

Sending a request to establish a new fund is still appropriate when the fund will be used to
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account for restricted gifts or bequests not held in trust.  The creation of a trust fund is not

necessary to account for restricted gifts or donations; this money may be accounted for in a

special revenue fund or, if restricted to the acquisition of fixed assets, in a capital projects fund.  A

trust fund is recommended only when there is a formal trust agreement with the donor.  Requests

to account for restricted gifts and donations are routinely granted based on the need to

demonstrate compliance with donor restrictions.

Letters frequently request permission for a new fund based on management’s wish to place

internal restrictions on the use of otherwise unrestricted resources.  These types of requests are

generally not approved.  It is the policy of the Auditor of State to refuse requests when approval

would result in giving readers of financial statements the false impression that the use of the

resources in the fund is restricted.  The General Assembly has begun authorizing the creation of

funds using unrestricted resources in certain specific circumstances.  For example, H.B. 426

allows subdivisions to create funds for the payment of compensated absences and for the

acquisition of fixed assets.  The Auditor of State does not feel it is appropriate to extend this

ability into areas where the legislature has not acted.

When responding to requests to establish new funds, the Auditor of State applies two basic

guidelines.  Separate funds are justified 1) when they will provide management with additional

relevant financial information which is not obtainable using the current fund structure; and 2)

when necessary to demonstrate compliance with legal or contractual restrictions.

When the purpose of a fund created under the provisions of Ohio Rev. Code §5705.12 has been

fulfilled, the unexpended balance may be transferred to the general fund or to the bond retirement

fund, but only after the payment of all obligations incurred and payable from the fund.  (See Ohio

Rev. Code §5705.14)  Management may not simply modify or alter the purpose of the fund; that,

in effect, creates a new fund and would require a second approval from the Auditor of State.

To request the creation of a new fund, complete the attached form.  Send the form and a copy of

the resolution or ordinance of the legislative authority authorizing the fund  to:

Auditor of State’s Office

Local Government Services Division

88 East Broad Street

P.O. Box 1140

Columbus, Ohio 43216-1140

The request can be deemed approved if you do not receive a letter disapproving the request from

the Auditor of State’s local government services division within 30 days from the date of

submission.

Questions concerning this bulletin should be addressed to the Local Government Services

Division of the State Auditors Office at (800) 345-2519.
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AUDITOR OF STATE

REQUEST FOR FUND APPROVAL

Entity: _____________________________________________

Fiscal Officer: _____________________________________________

Phone No.: _____________________________________________

Request Date: _____________________________________________

Fund Requested: _____________________________________________

Purpose of Fund: _____________________________________________

_____________________________________________________________________

_____________________________________________________________________

 Sources of Revenues: _____________________________________________

_____________________________________________________________________

Anticipated Expenditures: _____________________________________________

 (Types)

_____________________________________________________________________

NOTE: Please attach a copy of the resolution requesting approval to establish the fund.
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CITY VILLAGE of __________________________________, 
 ________________________________________ County, Ohio, 
 _________________________________________, __________ 

(date) 
 

This Budget must be adopted by the Council or other legislative body on or before July 15th, and two 
copies must be submitted to the County Auditor on or before July 20th.  FAILURE TO COMPLY WITH 
SEC. 5705.30 R.C. SHALL RESULT IN LOSS OF LOCAL GOVERNMENT FUND ALLOCATION. 
 
To the Auditor of said County: 
 The following Budget for the fiscal year beginning January 1, ______, has been adopted by the 
Council ___________, and is herewith submitted for consideration of the County Budget Commission. 
      Signed _______________________________________ 
 
      Title _______________________________________ 
 

 
Schedule A 

 
Summary of Amounts Required From General Property Tax Approved 

By Budget Commission and County Auditor’s Estimated Tax Rates 
 
County Auditor’s Estimated Municipal Tax Valuation $________________ 
 

  
For Municipal Use

 
For Budget Commission Use 

For County 
Auditor’s Use 

Fund 
Total Amount 

Requested 
(Per Tax Budget) 

Amount Approved 
By Budget 

Commission Inside 
10 Mill Limit 

Amount Approved 
By Budget 

Commission 
Outside 10 Mill 

Limit 

County Auditor’s 
Estimate of Tax 

Rate To Be Levied
Inside 

10 Mill 
Limit 

Outside 
10 Mill 
Limit 

 Column I Column II Column III IV V 
General Fund         

Bond Retirement 
Fund 

        

Police Pension Fund         

Fire Pension Fund         

         

TOTAL         
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Schedule B 
 

For County Budget Commission Only 
 

Levies Outside 10 Mill Limitation, Exclusive of Debt Levies 
 

 
Authority For & 
Purpose of Levy 

 
Date 

of 
Vote 

 
Tax Year 

 
Maximum Rate 

Authorized To Be 
Levied 

 
Reduced Rate 

Per 
R.C. 5713.11 

County 
Auditor’s 

Estimate of 
Yield of Levy 

Levy 
Begins 

Levy 
Ends 
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Exhibit 1 
 

Comparative and Estimated Receipts, Disbursements and Balances 
 

 
 

GENERAL FUND 

 
For  

_______ 
 

Actual 

 
For  

_______ 
 

Actual 

Current  
Year 

Estimated 
For  

_______ 

Budget 
Year 

Estimated 
For 

_______ 

General Fund — Receipts         

Balance January  1st         

Property Tax Revenue         

  Real Estate & Public Utility         

  Tangible Personal Property         

  Intangible (Classified) Tax         

  Trailer Tax         

Income Tax Revenue         

  Unvoted Municipal Income Tax Revenue         

  Voted Municipal Income Tax Revenue         

Other Locally-Levied Taxes         

  Admission Taxes         

  Hotel - Motel Taxes         

  In Lieu Payments         

  Other (Explain)         

         

State Levied Locally-Shared Taxes         

  Local Government Fund         

  Estate (Inheritance) Tax         

  Cigarette Licenses         

  Liquor & Beer Permits         

  Other (Explain)         
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GENERAL FUND 

 
For  

_______ 
 

Actual 

 
For  

_______ 
 

Actual 

Current  
Year 

Estimated 
For  

_______ 

Budget 
Year 

Estimated 
For 

_______ 

         

General Fund — Receipts         

Intergovernmental Revenue         

  Federal Aid or Grants         

  State Aid Health Subsidy         

  State Aid, Other         

  Local Government Operating Contracts         

  Other (Explain)         

         

Revenue Charges For Public Services         

  General Government Fees         

  Garbage & Refuse Collection & Disposal         

  Parking Fees         

  Recreation Programs         

  Hospital         

  Cemetery         

  Other (Explain)         

         

         

Fines, Costs & Forfeitures         

  Court Costs         

  Court Fines         

  Court Forfeitures         

         

Licenses, Permits & Inspections         

  Building Permits & Inspections         

  Zoning Permits & Fees         

  Vehicle Licenses         
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GENERAL FUND 

 
For  

_______ 
 

Actual 

 
For  

_______ 
 

Actual 

Current  
Year 

Estimated 
For  

_______ 

Budget 
Year 

Estimated 
For 

_______ 

  Business Licenses         

  Other (Explain)         

General Fund — Receipts         

Other Revenue         

  Sale of Assets         

  Interest         

  Rental Income         

  Premium on Investments Sold         

  Other (Explain)         

         

         

Non-Revenue         

  Income Tax Collected For Others         

  Reimbursements For Capital Expenditures         

  Other Reimbursements         

  Refunds         

  Transfers From (Identify)         

         

         

          

         

         

Other (Explain)         

         

         

         

         

Total Receipts         
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GENERAL FUND 

 
For  

_______ 
 

Actual 

 
For  

_______ 
 

Actual 

Current  
Year 

Estimated 
For  

_______ 

Budget 
Year 

Estimated 
For 

_______ 

Total Receipts and Balance         

General Fund — Disbursements         

Security of Persons and Property         

Police Law Enforcement         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Traffic Control         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Animal Control         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Fire Prevention & Inspection         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Civil Defense         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Police & Fire Communications         

  Personal Services         

  Other Operation & Maintenance         
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GENERAL FUND 

 
For  

_______ 
 

Actual 

 
For  

_______ 
 

Actual 

Current  
Year 

Estimated 
For  

_______ 

Budget 
Year 

Estimated 
For 

_______ 

  Capital Improvements         

         

         

General Fund — Disbursements         

Street Lighting         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Police Pension (not shown in transfer fund)         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Fire Pension (not shown in transfer fund)         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Safety Administration Support         

  Personal Services         

  Other Operation & Maintenance         

  Capital Improvements         

Other Expenditures (Explain)         
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Exhibit 3 
 

Amounts Requested From General Property Tax and Estimated Tax Rates 
City/Village of __________________________ fiscal officer’s estimated tax value $__________ 

 

Fund 
 

Total Amount 
Requested 

Estimate Amount to 
be Derived from 

Levies Outside the 
10 Mill Limit 

 
Estimated Amount 
Requested Inside 
the 10 Mill Limit 

Municipal Estimate of 
Tax Rates 

to be Levied 
Inside 

10 Mill 
Limit 

Outside 
10 Mill 
Limit 

 Column I Column II Column III IV V 
General Fund         
Bond Retirement 
Fund 

        

Police Pension 
Fund 

        

Fire Pension Fund         
         
         

Total         
 

Proposed Tax Levies 
 

 
Purpose 

 
Date of Vote 

Tax Rate to be 
Levied 

(In Mills) 

Estimated Yield of 
Levy, Budget Year 
(Dollar Amount) 

 
Tax year  
to Begin 

 
Number of 

Years 
       
       
       

 
Tax Levies and Rates For ________ 

 (May be filled in by local fiscal officer - Memorandum entry only) 
 

 
Governmental Unit 

Amount Approved By Budget Commission County Auditor’s Estimate 
 of Rate, In Mills 

 
  

 Inside 
10 Mill Limit 

Outside 
10 Mill Limit 

 
Total 

Inside      Outside      Total 

County          
Township          
School          
City or Village of 
__________ 

         

Other          
Total          
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Amended Official Certificate of Estimated Resources 
(Rev. Code, Sec. 5705.36) 

 
To the Council of the Village of ____________________________________________________: 
 
The following is the amended official certificate of estimated resources for the fiscal year beginning 
January 1st, _______, as revised by the Budget Commission of said County, which shall govern the total 
of appropriations made at any time during such fiscal year: 
 
 

Fund  
Types 

Unencumbered 
Balance 

1/1/______ 

Taxes Other 
Sources 

Total 

Governmental Fund Types     

   General     

   Special Revenue     

   Debt Service     

   Capital Projects     

   Permanent     

     

Proprietary Fund Types     

   Enterprise     

   Internal Service     

     

Fiduciary Fund Types     

   Trust      

   Agency     

     

Total     
 
 
 
 
 
 
 
 
 
 
    Signed: ______________________ 
 
      ______________________      Budget Commission 
 
      ______________________
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Fund 
Types 

Unencumbered 
Balance 

1/1/_______ 
Taxes Other 

Sources Total 

Governmental Fund Types     

     

General Fund      

   General     

     

Special Revenue Funds     

   Street Maintenance and Repair     

   State Highway Improvement     

   Contribution     

   Special Assessment     

     

     

     

     

     

     

     

     

Total Special Revenue Funds     

     

Debt Service Funds     

   General Obligation Bond     

   Special Assessment Bond Retirement     

     

Total Debt Service Funds     

     

Capital Project Funds     

     

     

Total Capital Project Funds     

     

Permanent Funds     

   Endowment     

     

Total Permanent Funds     
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Fund 
Types 

Unencumbered 
Balance 

1/1/_______ 
Taxes Other 

Sources Total 

     

Proprietary Fund Types     

     

Enterprise Funds     

   Water     

   Sewer     

     

Total Enterprise Funds     

     

Internal Service Funds     

     

     

     

Total Internal Service Funds     

     

Fiduciary Fund Types     

     

Private Purpose Trust Funds     

     

     

Total Private Purpose Trust Funds     

     

Investment Trust Funds     

     

     

Total Investment Trust Funds     

     

Agency Funds     

     

     

Total Agency Funds     

     

Total - All Funds     
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