
WHAT REVENUES FOR WHAT
EXPENSES?

Presented by: 
Local Government Services
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Definition of a Fund
• A Fund is 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 purposes or
carrying on specific activities in
accordance with restrictions or
limitations.

3

FUND TYPES
Governmental

Business-Type

Fiduciary
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Governmental Funds

• General Fund
• Special Revenue Funds
• Debt Service Funds
• Capital Project Funds
• Permanent Funds
• The Village and Township Officer’s

Handbooks are very good
references.

5

Special Revenue Funds
Drug Law Enforcement, Enforcement and 
Education, and Law Enforcement Trust Fund
• All 3 - Special Revenue Funds for similar

purposes.
• Drug Law Enforcement: Revenue is fines from

drug offenders.

• Enforcement and Educ.: Revenue is fines.

• Law Enforcement Trust: Revenue is proceeds
from the sale of seized property and cash.

6

Special Revenue Funds
• Drug Law Enforcement, Enforcement

and Education, and Law Enforcement 
Trust Fund

• Drug Law: Law enforcement costs.

• Enforcement and Educ.: Spend money
in this fund to enforce ORC 4511.19 and
to educate the public about driving
under the influence.

• Law Enforcement Trust: Law
enforcement costs.
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Special Revenue 
Funds

• Motor Vehicle License Tax, Street Construction,
Maintenance and Repair, Gasoline (Cents per
Gallon) Tax, State Highway, Permissive Motor
Vehicle License Tax, Road and Bridge Fund
(Townships)

• Specific revenue sources from various taxes.
• Road and Bridge – inside millage Prop. Taxes

or special road and bridge levy.
• All funds to be used for road improvements,

repairs, street signs, etc.

8

Special Revenue 
Funds

Cemetery
• Revenue consists of property taxes, lot

sales, intergovernmental revenue,
opening & closing fees, and interest.

• Must be used for cemetery purposes.

9

Special Revenue 
Funds

Fire and/or EMS Fund
• Revenue consists of property taxes,

intergovernmental revenues, and
charges for services.

• Must be used for fire /
EMS protection.
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Special Revenue Funds
Grants

• Many grant agreements specify
that the entity receiving the grant
shall establish a new fund for the
grant.

• It is not necessary to ask AOS
permission for a new fund if required by
the agreement.
AOS Bulletin 1999-006

11

Debt Service Funds
• Debt Service Funds - “Debt service funds are used to

account for and report financial resources that are 
restricted, committed, or assigned to expenditure for 
principal and interest.  Debt service funds should be used to 
report resources if legally mandated (i.e. debt payable from 
property taxes).  Financial resources that are being 
accumulated for principal and interest maturing in future 
years also should be reported in debt service funds. (GASB
54 ¶34)”

• Talk with Bond Council.  Make sure of any restrictions 
included in the debt documentation.

• Capital Leases are not required to be paid from a debt 
service fund.

12

Capital Project 
Funds

• Used to account for financial resources
received for the acquisition or construction
of major capital facilities (other that those
financed by proprietary funds).

• If you are utilizing grant funds in which the
grantor is paying the contractor directly,
you still need to record the activity in a
capital project fund. (AOS Bulletins 2000-
008 & 2002-004).

HANDOUT PAGE 4



13

Capital Project Funds
Example

OPWC Grant: $500,000   paid on behalf
OPWC Loan: $300,000   money received by 

entity
Local Share: $200,000 paid by entity
Total Project: $1,000,000

• How will funds be disbursed?
• Talk with grantor / project manager / check

web-sites for disbursements made on your
behalf.

14

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.

15

Enterprise Funds

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

• Can only spend the money in these funds
for costs relating to the “business”.  Can
allocate a portion of administrative
salaries/benefits to these funds.
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Internal Service Funds

• 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.

17

Private Purpose Trust Funds

• 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.

18

Additional Issues

• Recording revenues at gross (i.e. property
taxes)

• Transfers and Advances
• Allocating costs – Trustee and Fiscal Officer

Salaries and Audit Costs
• Unclaimed Monies – ORC 9.39
• AOS Bulletin 2020-003:  GASB 84 (issued

February 27, 2020)
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Recording Revenues at Gross

• Revenues with fees should be recorded at gross, not net.

• Revenue should be recorded at the amounts collected.

• Expenses deducted from collections should be recorded as
expenditures.

• The net amount should match the amount received/deposited 
into the bank.

• Example: Property Taxes

• Taxes Collected Revenue

• County Auditor/Treasurer Fees/Election Exp./etc.

• The difference should equal the amount
deposited into the bank.

20

Transfers and Advances
• Transfers – permanent moving of monies

from one fund to another. No repayment
expected.

• Advances – Loan money from one fund to
another. Repayment is expected.

• If repayment is NOT anticipated, then
transfer the money.

• Example – FEMA monies (AOS Bulletin 98-
013).

21

Cost Allocations
• Departmental costs can be allocated to other

departments (i.e. audit costs or fiscal officer
costs).

• Ohio Compliance Supplement Section O-27
and AOS Bulletin 2020-002

• Ohio Compliance Supplement Chapter 1-29
Allocating Trustee / Fiscal Officer Salaries

• Document…….Document……Document!
• If costs are allocated without proper documentation,

those allocations may not be allowed.
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Unclaimed Monies
9.39 Liability for public money received 
or collected - unclaimed money.

“All public officials are liable for all public money 
received or collected by them or by their 
subordinates under color of office. All money 
received or collected by a public official under color 
of office and not otherwise paid out according to 
law shall be paid into the treasury of the public office 
with which he is connected to the credit of a trust 
fund and shall be retained there until claimed by its 
lawful owner. If not claimed within a period of five 
years, the money shall revert to the general fund of 
the public office.”

23

GASB 84 – Fiduciary Funds
• AOS Bulletin 2020-003:  GASB 84
• This is related to the 9000 funds in UAN
• The Governmental Accounting Standards Board 

(GASB) established new criteria for fiduciary funds. 
Therefore, some of the 9000 funds may need to be
changed to a different fund type (i.e. Special Revenue
fund).

• If you have a fund that changes fund types, that fund 
is now required to be budgeted for like all of your other
funds.

• If you determine that you still have a custodial fund, 
then UAN has a whole different set of program codes 
that you will need to establish and use.

• These possible changes are looked at on a case-by-
case basis.

24

Useful Resources
• Go to https://ohioauditor.gov

• Click on Resources / Publications & Manuals

• Village / Township Officer’s Handbook

• Ohio Compliance Supplement

• Technical Bulletins from 1995 to the present

• Click on Resources / IPA Resources / Ref. Materials

• ORC and OAC

• Talk to your supervisors

• There are no dumb questions!
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Local Government Services

88 East Broad Street
Columbus, Ohio 43215

Phone: (800) 345-2519
Email: contactlgs@ohioauditor.gov

88 E. Broad St.
Columbus, Ohio 43215
Phone: (800) 282-0370

www.OhioAuditor.gov
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Date Issued: September 29, edits in strikeout and double
underlined font)

TO: All Fiscal Officers

FROM: Dave Yost, Ohio Auditor of State

SUBJECT: Governmental Accounting Standards Board Statement No. 54 � Fund Balance
Reporting and Governmental Fund Type Definitions

Comprehensive Implementation Guide

were

FundBalance Classifications

1 While accurate, this sentence was struck out due to the passage of time since the effective date of the GASB requirements.
2 GASB Codification references in this document were current as of the date of the revisions to this publication; however they
are always subject to change.
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Governmental Fund Type Definitions

proceeds of specific
revenue sources
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are no continuing
inflows

Specific Information
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Transfers in

restricted committed
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School District Issues

Assigned Fund Balance
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GASB 54 Fund Balance ClassificationAnalysis Charts
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Questions
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GASB 54 Fund Balance Classification  

GASB 54 Revenue Source Fund 
Fund Prior Fund Foundation Revenue (SR only)/ Balance 

Classification Classification Fund Source of Constraint Type of Constraint Classification 

General General General Various sources None None Unassigned
General SR Compensated Absences Transfers + ORC Section 5705.13(B), transferred from other 

funds 
City's intent--pmt of sick/vacation/comp at termination Committed 

General SR Underground Storage Tanks Transfers from other funds + AOS Bulletin Remediation deductible; no specific source, transfers Committed 
General General Unclaimed Monies Fund Various unclaimed funds ORC Section 9.39 Externally imposed by State Statute Nonspendable 
General General General Hotel/Motel Tax - 50% for 

municipality 
ORC Section 5739.09(B) None Unassigned 

SR SR Police Pension 3/10 mill Property Taxes ORC Sections 5705.06(G) & 742.33(B) Externally imposed by State Statute Restricted 
SR SR Fire Pension 3/10 mill Property Taxes ORC Sections 5705.06(G) & 742.34(B) Externally imposed by State Statute Restricted 
SR SR Special Levy Property Taxes ORC Section 5705.19 Externally imposed by voters Restricted 
SR SR Hotel/Motel Tax Hotel/Motel Tax - 50% for 

municipality 
ORC Section 5739.09(B) Internally imposed by City Ordinance Committed 

SR SR Hotel/Motel Tax Hotel/Motel Tax - 50% for 
convention and visitors' bureau 

ORC Section 5739.09(B) Externally imposed by State Statute Restricted 

SR + a SR Tax Increment Increment Taxes ORC Sections 5709.40 - 5709.43 & 5709.47 Externally imposed by State Statute Restricted 
SR SR Service Assessments Special Assessments ORC Chapters 727 & 729 Externally imposed by State Statute Restricted 
SR + b SR CDBG Intergovernmental-Grant Monies Grant Award/Agreement Externally imposed by Grantor Restricted 
SR SR CDBG Revolving Loan Intergovernmental Grant Award/Agreement Externally imposed by Grantor + Restricted +
SR SR Cops Intergovernmental-Grant Monies Grant Award/Agreement Externally Imposed by Grantor Restricted
SR SR FEMA Intergovernmental ORC Section 131.35 Externally imposed by State Statute/grant award Restricted 
SR SR HUD Housing Intergovernmental-Grant Monies Grant Award/Agreement Externally imposed by Grantor Restricted 
SR SR Joint Economic Develop District Intergovernmental - City's share ORC Sections 715.72-715.83 Externally Imposed by State Statute Restricted

of JEDD income tax collections 
SR SR Street Maintenance (SCMR) Intergovernmental Externally imposed by State Statute Restricted

- Gas Tax ORC Section 5728.06 & ORC Chapter 5735 
- Motor Vehicle License Fees ORC Chapter 4503 

SR SR State Highway Intergovernmental Externally imposed by State Statute Restricted 
- Gas Tax ORC Section 5728.06 & ORC Chapter 5735 
- Motor Vehicle License Fees ORC Chapter 4503 

SR SR Permissive Motor Vehicle License Intergov't - Permissive MVL ORC Chapter 4504 Externally imposed by State Statute Restricted 
SR SR Drug Law Enforcement Fines and Forfeitures ORC Section 2925.03, AOS Bulletin 86-16 Externally imposed by State Statute Restricted 
SR SR Enforcement and Education Fines and Forfeitures AOS Bulletin 90-25 Externally imposed by State Statute Restricted 
SR SR Federal Equitable Fines and Forfeitures US Treasury & Justice Departments Externally imposed by Federal Law Restricted 
SR SR Indigent Alcohol Fines and Forfeitures ORC Sections 4511.191(H)(1) & 2949.094(A) Externally imposed by State Statute Restricted 

SR SR Law Enforcement Trust Fines and Forfeitures ORC Section 2981.13 (C)(1) Externally imposed by State Statute Restricted 
SR SR Mandatory Drug Fines Fines and Forfeitures ORC Section 2925.03, AOS Bulletin 86-16 Externally imposed by State Statute Restricted 
SR + c SR Municipal Court Special Programs Fines and Forfeitures ORC Section 1901.26 (B)(1) Externally imposed by State Statute Restricted
SR SR Cemetery Charges for Services-Sale of Lots ORC Section 759.13 Externally imposed by State Statute Restricted 
SR + d SR City Donation Fund Donations External resource providers Externally imposed by contributor Restricted 

Donations External resource providers Implied by donor, internally imposed by ordinance Committed 
DS DS G.O. Bond Retirement Property Taxes ORC Sections 5705.19; 133.10 & 133.25 Externally imposed by State Statutes Restricted 

Income Taxes ORC Sections 5705.09; 133.10 & 718.01 Externally imposed by State Statutes Restricted 
Transfers + Transfers from General Fund City intends to use for specific purpose Assigned 

DS DS Special Assessment Bond Retirement Special Assessments ORC Sections 133.17 & 6115.50 Externally imposed by State Statutes Restricted
CP CP Capital Grants Intergovernmental Grant Award/Agreement Externally imposed by Grantor Restricted
CP CP Federal Stimulus Intergovernmental Grant Award Letter Externally imposed by Grantor Restricted 
CP CP Issue II Improvements Intergovernmental OPWC Money Externally imposed by grantor/OPWC Restricted 
CP CP Municipal Court Improvements Fines and Forfeitures ORC Section 1901.26 (B)(1) Externally imposed by State Statute Restricted 
CP CP Capital Improvement Assessment Fund Special Assessments ORC Chapters 727 & 729 Externally imposed by State Statute Restricted 
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GASB 54 Fund Balance Classification  

GASB 54 Revenue Source Fund 
Fund Prior Fund Foundation Revenue (SR only)/ Balance 

Classification Classification Fund Source of Constraint Type of Constraint Classification 

CP CP Fund Specific source TBD by City ORC Section 5705.13 (C) & City Internally imposed by City 
Transfers + ORC Section 5705.13 (C) & City Ordinance City has identified a specific purpose by ordinance Committed 
Transfers + ORC Section 5705.13 City has not identified a specific purpose Assigned 

CP CP Construction Fund Initial Debt Proceeds + ORC Sections 133.15, & .32 Externally imposed by debt covenants Restricted 
Perm Perm Cemetery Investment/Perpetual Care Charges for Services ORC Sections 759.12 & .15 Imposed by State Statute Nonspendable 
Perm  + Donations-Corpus can't be spent ORC Section 5705.09 (F), Trust Externally imposed by 

Earnings on corpus ORC Section 5705.09 (F), Trust Externally imposed by 
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The preceding chart shows the “prior fund classification” and the “GASB 54 fund classification” to 
illustrate situations necessitating the change in fund classification resulting from the implementation of 
GASB 54. If the two columns are the same, then no change in fund classification resulted. 

The preceding chart does not include all possible grant funds: however, if a special revenue fund or 
capital projects fund has been properly established to account for a grant, the fund balance would be 
restricted based on the language in the grant agreement. 

a AOS  Bulletin  2010-003  addresses  the  appropriate  fund  classification  to  account  for  Tax 
Increment  Financing  (TIF)  and  other  funds  that  maybe  necessary  for  external  reporting. 
Regardless of fund classification, the fund balance related to TIF’s would be restricted. 

b Some of the grant funds that are presented as special revenue funds could also be capital projects 
funds based on the use of the award; however, the fund balance classification will still be 
restricted. 

c The municipal court computerization funds could be classified as special revenue or capital 
projects funds based on the use of the dollars; however, the fund balance classification will still 
be restricted. 

d           Some of the donation funds could be capital projects funds based on the use of the dollars; 
however, the fund balance classification will not change. 

e The use of a permanent fund requires an evaluation of each individual circumstance, and the chart 
is illustrating the GASB 54 fund balance classification for those situations when a permanent 
fund is appropriate. 

Transfers and debt proceeds represent an inflow not a revenue. 

Review grant agreement for constraints on use of interest payments and collection of receivable. 

The fund balance classification related to the loan receivable may be presented as restricted if the 
proceeds from the collection of the receivable are restricted. 
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GASB 54 Fund Balance Classification  

GASB 54 Revenue Source Fund 
Fund Prior Fund Foundation Revenue (SR only)/ Balance 

Classification Classification Fund Source of Constraint Type of Constraint Classification 

General General General (1000) Various sources None None Unassigned 
General SR Compensated Absences Transfers + ORC Section 5705.13(B) Cash transferred from 

other funds 
Township's intent--payment of sick/vacation/comp-time 
at termination 

Committed 

General SR Underground Storage Tank ( 2291 - 
2339) 

Transfers + AOS Bulletin deductible;  however, no specific Committed 

General General Unclaimed Monies Fund Various unclaimed funds ORC Section 9.39 Externally imposed by State Statute Nonspendable 
General SR Zoning None ORC Chapter 519 None Unassigned
General SR Various Charges for Services No resolution establishing funding source Resolution establishing intent of fund Assigned 
General General General Hotel/Motel Tax - 50% for general 

fund 
ORC Section 5739.09(B) None Unassigned 

SR SR Motor Vehicle License Tax Fund (2011) Motor Vehicle License Fees ORC Chapter 4503 Externally imposed by State Statute Restricted 
SR SR Gasoline Tax Fund (2021) Gas Tax ORC Section 5728.06 & Chapter 5735 Externally imposed by State Statute Restricted 
SR SR Road and Bridge Fund (2031) Property Taxes ORC Section 5705.19 (G) Externally Imposed by State Statute Restricted 
SR SR Road and Bridge Fund (2031) Property Taxes--inside millage ORC Section 5705.06 (F) Internally Imposed by Trustees Committed 
SR SR Cemetery (2041 -2069) Property Taxes ORC Sections 517.03 & 5705.19 (T) Externally Imposed by State Statute Restricted 
SR SR Cemetery (2041 -2069) Charges for Services ORC Section 517.15 A, C Externally Imposed by State Statute Restricted 
SR SR Cemetery (2041 -2069) Charges for Services ORC Sections 517.07 & 517.08 Externally Imposed by State Statute Restricted 
SR SR Garbage and Waste Disposal District 

(2071 - 2079) 
Property Taxes--inside millage ORC Section 505.29, Internally Imposed by Trustees Committed 

SR SR Garbage and Waste Disposal District 
(2071 - 2079) 

Property Taxes ORC Section 5705.19 (V) Externally Imposed by State Statute Restricted 

SR SR Garbage and Waste Disposal District 
(2071 - 2079) 

Charges for Services ORC Section 505.29 - no separate fund req'd - 
Resolution establishing funding source 

Internally imposed by township resolution Committed 

SR SR Police District (2081 -2109) Property Taxes ORC Sections 505.48, 505.51, & 5705.19 (J) Externally Imposed by State Statute Restricted
SR SR Police District (2081- 2109) Charges for Services ORC Section 505.431 - no separate fund req'd - 

Resolution establishing funding source 
Internally imposed by township resolution Committed 

SR SR Fire District (2111-2139) Taxes ORC Sections 505.39 & 5705.19 (I) Externally Imposed by State Statute Restricted 
SR SR Fire District (2111 - 2139) Charges for Services ORC Sections 505.371 & 505.375 - separate fund - 

rate set by fire district board 
Externally imposed by State Statute Restricted 

SR SR Road District (2141 -2169) Property Taxes ORC Section 5573.211 Externally Imposed by State Statute Restricted 
SR SR Park Levy (2171 - 2179) Property Taxes--inside millage ORC Section 511.27 Internally Imposed by Trustees Committed 
SR SR Park Levy (2171 - 2179) Property Taxes ORC Section 5705.19 (H) Externally Imposed by State Statute Restricted 
SR SR Special Levy (2191 -2219) Property Taxes ORC Sections 5705.19, 505.46 &.47 Externally imposed by voters Restricted 
SR SR Drug Law Enforcement (2221) Fines and Forfeitures ORC Section 2925.03, Technical Bulletin 86-16 Externally imposed by State Statute Restricted 
SR SR Permissive Motor Vehicle License (2231) Intergovernmental Externally imposed by State Statute Restricted 

- Permissive MVL ORC Chapter 4504 Externally imposed by State Statute Restricted 
SR SR Permissive Sales Tax (2241) Hotel/Motel Tax - 50% for 

convention and visitors' bureau 
ORC Section 5739.09(B) Externally imposed by State Statute Restricted 

SR SR Federal Law Enforcement (2251) Fines and Forfeitures AOS Bulletin 88-18 Externally imposed by State Statute Restricted 
SR SR Law Enforcement Trust (2261) Fines and Forfeitures ORC Section 2981.13 (C)(1) Externally imposed by State Statute Restricted 
SR SR Enforcement and Education (2271) Fines and Forfeitures AOS Bulletin 90-28 Externally imposed by State Statute Restricted 
SR SR Fire and Rescue, Ambulance and 

Emergency Medical Services (2281 - 
2289) 

Charges for Services ORC Section 505.84 - separate fund - rate set by 
township trustees 

Externally imposed by State Statute Restricted 

SR SR Service Assessments (2401 - 2599) Special Assessments ORC Section 515.11 - lighting Externally imposed by State Statute Restricted 
SR SR Miscellaneous Special Revenue (2901 - 

2999) 
TBD by township TBD by township TBD by township TBD by 

township 
DS DS General Retirement Fund (2101 - 3199) Property Taxes ORC Sections 5705.19; 133.10 & 133.25 Externally imposed by State Statutes Restricted

Transfers + Transfers from General Fund Assigned 
DS DS Special Assessment Bond Retirement 

(3301 -3399) 
Special Assessments ORC Sections 133.17 & 6115.50 Externally imposed by State Statutes Restricted 
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GASB 54 Fund Balance Classification  

GASB 54 Revenue Source Fund 
Fund Prior Fund Foundation Revenue (SR only)/ Balance 

Classification Classification Fund Source of Constraint Type of Constraint Classification 
DS DS Miscellaneous Debt Service (3901 - 

3999) 
TBD by Township TBD by township TBD by township TBD by 

township 

CP CP Bond Fund (4101 - 4999) Initial Debt Proceeds + ORC Sections 133.15, .32, & 504.20 Externally imposed by debt covenants Restricted 

CP 
CP Permanent Improvement (4301 - 4399) TBD by Township TBD by township TBD by township TBD by 

township 
CP CP Public Works Commission Project 

(4401 - 4499) 
Intergovernmental OPWC Money Externally imposed by grantor/OPWC Restricted 

CP CP Capital Improvement Assessment Fund 
(4501 - 4599) 

Special Assessments ORC Sections 504.18, 515.16 & 521.06 - water and 
sewer 

Externally imposed by State statute Restricted 

CP CP Miscellaneous Capital Projects (4901 - 
4949) 

TBD by township TBD by township TBD by township TBD by 
township 

Perm Perm Cemetery (2041 -2069) Charges for Services ORC Section 517.15 B - endowment Externally imposed by State Statute Nonspendable 
Perm Permanent  (4951 - Donations-Corpus can't be spent ORC Section Externally  imposed by 

Earnings on corpus ORC Section Externally imposed by 
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The chart shows the “prior fund classification’ and the “GASB 54 fund classification” to illustrate 
situations necessitating the change in fund classification resulting from the implementation of GASB 54. 
If the two columns are the same, then no change in fund classification resulted. 

The preceding chart does not include all possible grant funds; however, if a special revenue fund or 
capital projects fund has been properly established to account for a grant, the fund balance would be 
restricted based on the language in the grant agreement. 

The use of a permanent fund requires an evaluation of each individual circumstance, and the chart 
is illustrating the GASB 54 fund balance classification for those situations when a permanent 
fund is appropriate. 

Transfers and debt proceeds represent an inflow not a revenue. 
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GASB 54 Fund Balance Classification  

GASB 54 Revenue Source Fund 
Fund Prior Fund Foundation Revenue (SR only)/ Balance 

Classification Classification Fund Source of Constraint Type of Constraint Classification 

General General General Various sources None None Unassigned
General General Unclaimed Monies Fund Various unclaimed funds ORC Section 9.39 Externally imposed by State Statute Nonspendable 

SR SR Miscellaneous Special Revenue Intergovernmental - Grants Federal/State Grantors Externally Imposed by Grantor Restricted

DS DS General Retirement Fund TBD by Library TBD by Library TBD by Library TBD by Library

CP CP Capital Projects TBD by Library TBD by Library TBD by Library TBD by Librar 

CP CP Building and Repair Fund TBD by Library TBD by Library TBD by Library TBD by Library

Perm Donations-Corpus can't be spent ORC Section Externally  imposed by 
Perm Earnings on corpus ORC Section Externally  imposed by 
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The chart shows the “prior fund classification’ and the “GASB 54 fund classification” to illustrate 
situations necessitating the change in fund classification resulting from the implementation of GASB 54. 
If the two columns are the same, then no change in fund classification resulted. 

The preceding chart does not include all possible grant funds; however, if a special revenue fund or 
capital projects fund has been properly established to account for a grant, the fund balance would be 
restricted based on the language in the grant agreement. 

The use of a permanent fund requires an evaluation of each individual circumstance, and the chart 
is illustrating the GASB 54 fund balance classification for those situations when a permanent 
fund is appropriate. 

Transfers and debt proceeds represent an inflow not a revenue. 
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THOMAS E. FERGUSON
AUDITOR OF STATE

MANAGEMENT ADVISORY SERVICES
P.O. Box 1140 - Columbus, Ohio - 43266-1140 (614) 466-4717 or 1-800-345-2519

MAS8718.BUL

MAS BULLETIN 87-18

MAS NO.  87-18
DATE     9/28/87
PAGE     1 of 2 

TO: All County Auditors
All Sheriffs

SUBJECT: Drug Law Enforcement Fund Uses

The purpose of this advisory bulletin is to clarify how money
collected under section 2925.03 of the Revised Code can be used.

Division (J) of section 2925.03 of the Revised Code states in part,
"Any mandatory fine imposed pursuant to this section shall be paid to the
law enforcement agencies in this state that were primarily responsible for
or involved in making the arrest of, and in prosecuting the offender.  The
mandatory fines shall be used to subsidize each agency's law enforcement
efforts that pertain to drug offenses."

One often asked question received by the Auditor of State's staff is
whether or not, money in the Drug Law Enforcement Fund can be used to make
drug purchases in an undercover investigation.

Money received under section 2925.03 of the Revised Code should be
subject to the appropriation, budget, purchase order, certification,
voucher, warrant or check writing and any other accounting controls which
all other public money is subject to, as long as the money is used for or
in, drug law enforcement related activities.

An acceptable use of money received under section 2925.03 of the
Revised Code would be in undercover drug law enforcement efforts.

In order to reconcile the previously mentioned concepts, it is
recommended that the local governmental entity could  appropriate an
amount of money in the Drug Law Enforcement Fund to be used in accordance
with the guidelines established for Furtherance of Justice money.

Money in the Drug Law Enforcement Fund can be made available to
responsible officials on a voucher or purchase order, with a warrant or
check, payable to the responsible officials, which they in turn could
convert to cash to be used in drug related law enforcement efforts under
the Furtherance of Justice guidelines.

Information Line Toll Free 1-800-345-2519

Amended by (F)(1) See text on next
page.
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2 of 2 MAS NO. 87-18

It is recommended that wherever possible an imprest amount be
established so that the amount of money available for use under
Furtherance of Justice guidelines at any given time does not exceed a
limit established by the management of the local governmental entity
without their approval.

If you have any questions, you should contact the Management Advisory
Services Staff of the Auditor of State's Office at 1-800-345-2519.

MANAGEMENT ADVISORY SERVICES DIVISION
STATE OF OHIO ----- AUDITOR OF STATE

Russell L. Rouch, Deputy State Auditor

2925.03(F)(1) (1) Notwithstanding any contrary provision of section 3719.21 of the Revised 
Code and except as provided in division (H) of this section, the clerk of the court shall pay any 
mandatory fine imposed pursuant to division (D)(1) of this section and any fine other than a 
mandatory fine that is imposed for a violation of this section pursuant to division (A) or (B)(5) 
of section 2929.18 of the Revised Code to the county, township, municipal corporation, park 
district, as created pursuant to section 511.18 or 1545.04 of the Revised Code, or state law 
enforcement agencies in this state that primarily were responsible for or involved in making 
the arrest of, and in prosecuting, the offender. However, the clerk shall not pay a mandatory 
fine so imposed to a law enforcement agency unless the agency has adopted a written internal 
control policy under division (F)(2) of this section that addresses the use of the fine moneys 
that it receives. Each agency shall use the mandatory fines so paid to subsidize the agency's 
law enforcement efforts that pertain to drug offenses, in accordance with the written internal 
control policy adopted by the recipient agency under division (F)(2) of this section.  
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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;
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(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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1 Though this Bulletin is intended primarily for cash basis local governments, local governments
reporting under Generally Accepted Accounting Principles may find this guidance helpful when
considering the application of Statement No. 24 of the Governmental Accounting Standards Board.

2 For purposes of this Bulletin, the consortium fiscal agent may use any reasonable method to allocate
receipt and disbursement activity of the consortium among consortium participants. However, be
aware that a particular grant may provide specific allocations among consortium participants in which
case those allocations should be used.

AUDITOR OF STATE BULLETIN 2000-008

MAY 2, 2000

TO: ALL COUNTY AUDITORS
ALL CITY AUDITORS, FINANCE DIRECTORS & TREASURERS
ALL VILLAGE FISCAL OFFICERS
ALL SCHOOL DISTRICT TREASURERS
ALL EDUCATIONAL SERVICE CENTER TREASURERS
ALL TOWNSHIP CLERKS
ALL LIBRARY CLERKS/TREASURERS
ALL JOINT FIRE DISTRICT FISCAL OFFICERS
ALL FIRE AND AMBULANCE DISTRICT FISCAL OFFICERS
ALL JOINT RECREATION DISTRICT FISCAL OFFICERS
ALL PARK DISTRICTS
ALL JOINT ADAMH FISCAL OFFICERS
ALL UNION CEMETERY DISTRICT FISCAL OFFICERS
ALL PORT AUTHORITY FISCAL OFFICERS
ALL AIRPORT AUTHORITY FISCAL OFFICERS
ALL WATER AND SEWER DISTRICT FISCAL OFFICERS
ALL TOWNSHIP WASTE DISPOSAL DISTRICT FISCAL OFFICERS
ALL INDEPENDENT PUBLIC ACCOUNTANTS

SUBJECT: ACCOUNTING FOR CASH BASIS LOCAL GOVERNMENTS’ PARTICIPATION
IN ON-BEHALF-OF GRANTS OR IMPROVEMENT PROJECTS1

Many local governments are the beneficiaries of programs commonly carried out or administered by
other local governments or the State. Many of these grant programs or capital improvement projects
(hereafter referred to as “program”) are administered such that the benefitting governments do not
receive cash or make disbursements as part of the program (for example, certain Issue II or CDBG
programs). This bulletin describes the proper accounting treatment for these “on-behalf-of” programs.

Cash Accounting
When a local government enters into an on-behalf-of program agreement with another local government
or the State (or the federal government, if applicable), whereby the local government or its residents are
the beneficiaries under the agreement, the cash value benefit of the program received under the
agreement should be recorded as memorandum receipts and disbursements in the year on-behalf-of
disbursements are made. 

This accounting treatment should only be applied when a local government or its residents are the
recipients of benefits as evidenced by an agreement or an approved program application (This might
include a consortium application where a group of local governments enter into an agreement as a 
consortium and the consortium is not a legally separate entity.2) A local government should not record
any program transactions if  the government has not entered into an agreement or has not been
approved for program participation as a result of its request for participation. That is, transactions should
not be recorded if the local government benefits solely as a consequence of a program carried out or
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3  Some local governments do participate in certain ODOT projects as part of a formal agreement, with
matching requirements.

4 However, if the local government, with the exception of a school district, has budgeted on a project
length basis pursuant to Ohio Rev. Code § 9.34(B), the fiscal officer must obtain an official certificate
of estimated resources for the entire project length fiscal period. If the project length basis is used, the
local government would appropriate the entire project amount.

5  See footnote 4.

administered by another party.

For example, suppose the Ohio Department of Transportation administers a program which widens and
repaves a five-mile section of state highway located within the Village of XYZ’s  boundaries. The Village
has not applied for funding or entered into an agreement related to the project 3.  However, the
improvements benefit the Village by providing increased access for tourists. In this case the Village
would not record any receipts or disbursements related to the project.

Suppose, however, that the Village submits an application to XYZ County for participation in the County’s
CDBG-funded annual improvement project. The County approves the Village’s application for a sidewalk
replacement project, and the County advertises for bids, awards the contracts, and pays the vendors
directly. In this case, even though the Village did not receive any payment or make any disbursements
related to the project, the Village should record receipts and disbursements for the amount of the project
payments made on-behalf-of the Village.

Note: When a local government makes on-behalf-of program disbursements for the benefit of another
local government, the Auditor of State recommends that the disbursements be recorded as
intergovernmental. This treatment prevents two governments from reporting operating or capital
disbursements for the same grant. Also, GASB Statement No. 24 provides guidance regarding
the fund type to be used when a government receives financial assistance to spend on-behalf-of
a secondary recipient. In general, a government receiving such assistance should record the
related receipts and disbursements in a governmental fund (though a proprietary or trust fund
might also be appropriate). However, if the government has no administrative responsibility the
financial activity should be recorded in an agency fund (This would be infrequent.)

Budgetary Accounting (for entities subject to Ohio Revised Code Chapter 5705)
The legislative authority should approve, by resolution, the grant or project application and must
establish any fund(s) necessary to meet the grant or project objectives. Auditor of State permission for
fund establishment is not necessary, although it may be necessary to obtain a fund number from the
Auditor of State if one has not been previously assigned.

Once the grant is awarded or the application is approved, the fiscal officer must obtain an official
certificate of estimated resources or an amended certificate of estimated resources for all or part of the
grant or project, based on the expected cash disbursements to be made on the local government’s
behalf in the current fiscal year. Any on-behalf-of payments expected to be made in the next year should
be reflected on the next year’s certificate 4.

The fiscal officer shall record the appropriations in accordance with the terms and conditions of the grant
or project agreement. In addition, prior to recording the appropriations, Ohio Rev. Code § 5705.40
requires the legislative authority to pass a resolution amending its appropriation measure.

If the grant or project  will be expended over a period longer than the current fiscal year, only the amount
expected to be obligated during the current fiscal year should be recorded as appropriated. The
remainder of the project should be appropriated in the subsequent year(s) 5.
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6  OMB Circular A-133 section .205 (a) states in part, that the determination of when an award is
expended should be based on when the activity related to the award occurs. This section further
states, that generally, the activity pertains to events that require the non-Federal entity to comply with
laws, regulations, and provisions of contracts or grant agreements. A-133 Section .105 defines
Subrecipient as a non-Federal entity that expends federal awards received from a pass-through entity
to carry out a Federal program, but does not include an individual that is a beneficiary of such a
program. A-133 Section .105 defines Federal Financial Assistance to include assistance that non-
Federal entities receive or administer in the form of grants, loans, loan guarantees, property,
cooperative agreements, interest subsidies, insurance, food commodities, direct appropriations, and
other assistance. 

Under these sections, a local government should generally be considered a subrecipient when it receives
cash or non-cash assistance under a federal program for which the local government has significant
administrative or compliance responsibility.

Other Matters
Local governments participating in on-behalf-of programs should review program documents and/or
contact the awarding entity to determine the estimated and actual on-behalf-of disbursements for the
fiscal year. These amounts should be used, respectively, for the budgetary and cash accounting
treatment described above.

For federally funded programs, application of this accounting treatment will generally be an indication
that the local government is a subrecipient of federal financial assistance, however, each agreement
must be evaluated individually. When a local government has not applied for funding or entered into an
agreement, as discussed in the ODOT example above, it will generally not be considered a subrecipient
of federal financial assistance.  When determining whether or not the local government is a subrecipient
of federal financial assistance, the guidance provided by Office of Management and Budget (OMB)
Circular A-133 should be considered 6.

Township officials are compensated based on annual budgets. The application of this accounting
treatment and the related budgetary accounting may alter the budget amounts on which officials’
compensation is based (see Auditor of State Bulletin 99-008.)

If you have any questions regarding this matter, please contact your regional Auditor of State’s Office.
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Date:  May 28, 2002
Bulletin  2002-004

TO: CITY AUDITORS
COUNTY AUDITORS
TOWNSHIP CLERKS
VILLAGE CLERKS
COUNTY ENGINEERS
INDEPENDENT PUBLIC ACCOUNTANTS

SUBJECT: PUBLIC WORKS COMMISSIONS INFRASTRUCTURE PROJECT 
ACCOUNTING (ISSUE 2 MONEY)

The purpose of this advisory bulletin is to inform you of the accounting treatment for
infrastructure projects funded through the Ohio Public Works Commission (OPWC).
This bulletin updates and combines the guidance provided in prior bulletins on State
Issue 2 grants (MAS Bulletin 89-17) and the retainage on contracts (MAS Bulletin 89-11).

A  -  Establishment of Fund(s)

All local governments participating in Issue 2 Funds (single or multi-project grant) must,
for each project awarded, establish a capital projects fund to account for both the Issue 2
monies and local matching funds. It is not necessary to obtain authorization from the
Auditor of State to establish the fund(s) because the authority exists under Section
5705.09 of the Ohio Revised Code. The purpose of the fund is to account for the related
revenues and expenditures to the extent the local government has received benefit from
the project.

The appropriate fund numbers are: County Assigned by County
City Assigned by City
Township 14
Township UAN 4401-4499
Village D1
Village UAN 4901-4499

B  -  Local Government Matching Requirement

The local governments matching requirement may be satisfied with note or bond 
proceeds, loans, other grants designated for the same purpose, monies available from
other funds of the local government, or labor, materials and equipment that will be 
contributed to the project by the local government. 

In a case where monies available from other funds (i.e., General Fund) will be used to
meet matching requirements, the local government shall transfer these monies, providing
statutory authority exists for the transfer of the monies, to the capital projects fund. If the
authority does not exist for the transfer of monies to the capital projects fund, (i.e., gas
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Date:  May 28, 2002
Bulletin  2002-004

tax, motor vehicle registration fees, street construction, road and bridge funds) then the
local governments shall appropriate and expend its matching requirement directly from
the other fund if lawfully permitted. It is the local government’s responsibility to 
establish the appropriate account codes to segregate these expenditures from the other 
expenditures of the fund. Segregation of these expenditures is essential in demonstrating
compliance with the matching requirement.

In a case where the local government has approval to contribute labor, materials and
equipment, or engineering costs to meet matching requirements, all efforts should be
made to record the costs in the project fund. This situation may require interfund
billings.

C  -  Certificate of Estimated Resources and Appropriations

The local government shall include in its official or amended certificate of estimated
resources the amount of Issue 2 monies anticipated to be received into the project fund
during the fiscal year, along with its matching requirements, if appropriate. The fund
appropriations should include the amount necessary to meet the obligations to be
incurred during the fiscal year. If the project is not expected to be completed in the 
current year, the remainder of the project must be appropriated immediately in the 
subsequent year(s).

In situations when the grant or loan will be received after the expenditures have been
incurred, it is possible that the local government will have appropriated an amount in
one fiscal year that is in excess of the amount reflected as available on the amended 
certificate of estimated resources.  This situation will not constitute a noncompliance 
citation during an audit.  This approach is only acceptable when the eventual receipt of
the resources to pay for the full amount of the contract is certain, such as when the
money will be coming from the State or Federal government based on an approved
grant.

D  -  Recording of Issue 2 Monies 

The OPWC will make payments to the contractor(s) for its share based on invoices sub-
mitted by the fiscal officer or to the local government as a reimbursement. For payments
made to the contractor, the State will notify the fiscal officer of the amount disbursed.
Upon receipt of this notice, each local government shall record a receipt and expenditure
in the capital projects fund equal to the amount disbursed by the OPWC.

E  -  Multi-Project Grants

In situations where one local government agrees to act as fiscal agent for a multi-project
grant, the fiscal agent should establish an agency fund for the collection of participating
subdivisions' matching shares, and the subsequent payments to the contractors, if the
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agreement between the subdivisions calls for the collection of matching shares. The 
project manager, chief fiscal officer and chief executive officer designated in the grant
agreement are responsible for maintaining a complete set of records to account for the
complete project, including notification to each participating subdivision of revenues and
expenditures it should post to its own capital projects fund, and the basis of any 
proration used. In order to accomplish this, it will be necessary to obtain either engineer
or contractor cooperation to determine which subdivision(s) benefit from each invoice,
and the respective amounts.

F  - Accounting for Project Receipts and Expenditures Accurately

Each local government participating in a multi-project grant (one grant awarded to a
group of local governments) needs to be able to identify the project activity related to
their own government. Unless this information is provided to the local government by
the project manager, fiscal officer or other appropriate parties, the accounting records will
not accurately reflect the local government’s portion of the project. It will also be 
necessary for each participating local government to receive this information on a timely
basis. Receiving information on a timely basis will enable the local government to record
the activity in the proper accounting period and will facilitate the preparation of accurate
financial reports.

G  -  Retainage Requirements

Section 153.13 of the Revised Code establishes that for contracts of $15,000 or greater, the
amount of the retainage is to be withheld from the first 50 percent of the payments made.
When the invoice which would put the project at or over 50 percent completed is
processed, the total contracted retainage amount which has been retained (8 percent from
the first 50 percent of payments) should be placed in escrow (in a separate bank account
or otherwise in conjunction with the provisions of Section 153.63 of the Revised Code).

Please note that in regard to the fund to be used, the capital projects fund can and should
account for payments and continue to hold the retainage. There is no need for a separate
fund. Rather, in the case of complying with Section 153.63 of the Revised Code, the
emphasis should be in meeting the escrow requirements.

As an example, if we assume the capital projects fund is being used and a $100,000 
contract exists with a 4 percent retainage, (8 percent of the payments made up to the 50
percent point as described in Sections 153.12 and 153.14 of the Revised Code), one could
track through the escrow as follows:

AUDITOR OF STATE BULLETIN
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Bulletin  2002-004

* At the third payment, the 50 percent completed point was reached and the $3,200
retained from the first 2 payments, plus the $800 from the third payment was placed in
escrow. Please note that the total retainage of $4,000 was reached from the first 50 percent
of the payments. At the 50 percent completed point, all retainage was placed in escrow.

Turning our attention to the fund involved, we find the following:

**  The 50 percent completed point is reached. The governmental entity should obtain a
monthly bank statement or other monthly accounting of the escrowed money from the
escrow agent to use as a reconciliation item in the monthly cash reconciliation.
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Invoice Received and Amount Retained
Payment Requested     Amount Paid           No Escrow           Amount in Escrow

#1         $20,000 $18,400 $1,600 -0-
2           20,000 18,400 1,600 -0-
3*         20,000 19,200 -0- $4,000
4           20,000 20,000 -0- 4,000
5           20,000 20,000 -0- 4,000

Invoice Received and Balance in Regular Balance in
Payment Requested     Fund Balance         Bank Account          Escrow Account

Beginning Balance            $100,000 $100,000 -0-

#1         $20,000 81,600 81,600 -0-
2           20,000 63,200 63,200 -0-
3** 20,000 44,000 40,000 $4,000
4           20,000 24,000 20,000 4,000
5           20,000 4,000 -0- 4,000
Escrow is paid -0- -0- -0-
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DECEMBER 16, 1998

TO: All City Auditors, Finance Directors and Treasurers

All Village Clerks and Treasurers

All Township Clerks

All County Auditors

All IPAs

SUBJECT: Accounting for FEMA grants

This office has been receiving numerous questions about the proper accounting treatment for grants

received from the Federal Emergency Management Agency.  The following are some general

guidelines for handling FEMA money:

A. When no work has been completed at the time a check is received, your entity must:

1) Place all funds into a special FEMA fund,

2) Pay bills directly from the FEMA fund keeping in mind that the FEMA fund pays the

federal share of each Damage Survey Report (DSR), that is 75% (federal) of the

100% total.  The remaining 25% state/local match of any bills may be paid out of  the

general fund or other non-federal fund that permits expenditures for this purpose.

When the state share is received, the state money may be receipted directly into the

fund(s) from which the original payment(s) were made.  As an alternative, if you wish

to keep all expenditures related to the project in one fund, money may be advanced

to the FEMA fund and repaid when the state share is received.  The Auditor of State

recommends that all project expenditures be maintained in one fund.

B. When a portion or all of the work has been completed and paid for at the time the FEMA

money is received, your entity must:

1) Place all funds into a special FEMA fund,

2) For work completed and paid for, reimburse the fund(s) used to pay for the goods

and/or services (before the FEMA money was received).  One way to repay the fund

is to reduce the expenditure in the fund making the original payment and to record the

expenditure in the FEMA fund.  A second method is to have advanced money to the

FEMA fund in anticipation of the receipt of the grant.  Repay the advance once the

FEMA money is received.  A third approach is to transfer the FEMA money from the

FEMA fund to the fund that made the original payments.

A final alternative to repay from the FEMA fund is to create a bill from the fund that
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made the original payment to the FEMA fund. The bill should identify the invoices(s)

that were previously paid and show the portion(s) that are being charged to the

FEMA fund.  This method is most useful when the original expenditures were made

in one year and receipt of the FEMA money didn’t occur until the following year.

3) For Townships and Villages on the UAN system, the system will permit any of these

procedures.  Please call 1-800-833-8261 for any information on how to properly

handle these types of transactions on the UAN system.

Other governments that have questions about accounting or interfund transactions

may call 1-800-345-2519.

4) For any work not completed at the time FEMA money is received, please follow the

instruction(s) shown under A.

5) Again, please keep in mind that the Federal FEMA money is to pay 75% federal

match with the remaining 25% being paid from the state/local matching funds.

Please note that it is not necessary to create a FEMA fund for each Damage Survey Report.  You

need only create this fund for the entire grant.  Appropriate fund numbers are as follows:

Villages Alpha-Numeric   Numeric

    Special Revenue Fund     B5 or B16 2901-2999

    Capital Projects Fund        D2 4901-4999

Townships Alpha-Numeric   Numeric

    Special Revenue Fund          14 2901-2999

    Capital Projects Fund        14 4901-4999

Cities and counties receiving FEMA grants should establish separate funds within their chart of

accounts.

No additional Auditor of State approval is necessary to establish the FEMA funds; only a resolution

of the legislative authority is needed.

The classification of the fund as special revenue or capital projects will depend on the nature of the

expenditures that will be made.  If the expenditures are mostly for salaries or repairs, special revenue

would be appropriate.  If the expenditures are for replacing fixed assets, then classify the fund as

capital projects.  If expenditures will be a mixture of the two, select the fund type that reflects the

majority of the expenditures.

For all FEMA money, the correct receipt code to use is one which identifies the money as coming

from the federal government.

UAN villages will use receipt code 411 - Federal Restricted.   Non-UAN villages will use receipt code
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D-141 - Federal Receipts. UAN  Townships will use receipt code 511 - Federal Receipts.  Non-UAN

townships will use receipt code 14-C - Other Receipts.

Questions concerning this Bulletin should be addressed to the Local Government Services Division

of the State Auditor’s Office at (800) 345-2519.
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9� 7UDQVIHUV

7UDQVIHUV� DUH� LQWHQGHG� WR� SHUPDQHQWO\� UHDOORFDWH� PRQH\� IURP� RQH� IXQG� WR� DQRWKHU� DV�
DXWKRUL]HG� LQ�2KLR�5HYLVHG�&RGH� 6HFWLRQ� �������� WR� ��������� � 6LQFH� WKLV� WUDQVDFWLRQ�ZLOO�
SHUPDQHQWO\�FKDQJH� WKH� WRWDO�DSSURSULDWLRQV�RI� WKH�IXQGV��DQ�DPHQGHG�RIILFLDO�FHUWLILFDWH�RI�
HVWLPDWHG�UHVRXUFHV� VKRXOG�EH�REWDLQHG�IURP� WKH�FRXQW\�EXGJHW�FRPPLVVLRQ� LI� WKH� WUDQVIHUV�
ZHUH�QRW�RULJLQDOO\�DQWLFLSDWHG�DQG�FHUWLILHG���7KH�WUDQVIHUV�RXW�VKRXOG�EH�DSSURSULDWHG�IRU�DV�
ZHOO�

7KH�IROORZLQJ�DUH�WKH�RQO\�DOORZDEOH�WUDQVIHUV�

�� 0RQH\�PD\�EH�WUDQVIHUUHG�IURP�WKH�JHQHUDO�IXQG�WR�DQ\�RWKHU�IXQG�RI�WKH�YLOODJH�
E\�VLPSOH�UHVROXWLRQ�DQG�PDMRULW\�YRWH�RI�YLOODJH�FRXQFLO�

�� 7KH� XQH[SHQGHG� EDODQFH� RI� VSHFLDO� UHYHQXH� IXQGV� HVWDEOLVKHG� XQGHU� 2KLR�
5HYLVHG�&RGH�6HFWLRQ����������RU�GLYLVLRQ��'����)���RU��*��RI�2KLR�5HYLVHG�&RGH
6HFWLRQ����������ZKLFK�DUH�IXQGV�IRU�OHYLHV�DQG�RWKHU�VSHFLDO�SXUSRVHV��PD\�EH�
WUDQVIHUUHG�WR�WKH�JHQHUDO�IXQG�RU�ERQG�UHWLUHPHQW�IXQG�DIWHU�DOO�REOLJDWLRQV�ZLWKLQ�
WKH�VSHFLDO�UHYHQXH�IXQG�KDYH�EHHQ�PHW���7KLV�UHTXLUHV�D�UHVROXWLRQ�DSSURYHG�E\�D�
WZR�WKLUGV�YRWH�RI�WKH�YLOODJH�FRXQFLO�

�� 7KH� XQH[SHQGHG� EDODQFH� RI� D� ERQG� IXQG� ZKLFK� LV� QR� ORQJHU� QHHGHG� IRU� WKH�
SXUSRVH� LW� ZDV� FUHDWHG�� FDQ� EH� WUDQVIHUUHG� WR� WKH� ERQG� UHWLUHPHQW� IXQG�� � 7KLV�
UHTXLUHV�D�UHVROXWLRQ�DSSURYHG�E\�D�WZR�WKLUGV�YRWH�RI�WKH�YLOODJH�FRXQFLO�

�� 7KH�XQH[SHQGHG�EDODQFH� LQ� DQ\� VSHFLILF�SHUPDQHQW� LPSURYHPHQW� IXQG� VKDOO� EH�
WUDQVIHUUHG�WR�WKH�ERQG�UHWLUHPHQW�IXQG���,I�VXFK�PRQH\�LV�QRW�QHHGHG�LQ�WKH�ERQG�
UHWLUHPHQW�IXQG��WKHQ�LW�PD\�EH�WUDQVIHUUHG�WR�D�VSHFLDO�IXQG�IRU�WKH�DFTXLVLWLRQ�RI�
SHUPDQHQW� LPSURYHPHQWV�� �7KLV� UHTXLUHV� D� UHVROXWLRQ� DSSURYHG� E\� D� WZR�WKLUGV�
YRWH�RI�WKH�YLOODJH�FRXQFLO���,I�YLOODJH�FRXQFLO�GRHV�QRW�ZLVK�WR�WUDQVIHU�WKH�PRQH\�
WR�D�SHUPDQHQW�LPSURYHPHQW�IXQG��ZLWK�DSSURYDO�RI�WKH�FRXUW�RI�FRPPRQ�SOHDV��
WKH\�FDQ�WUDQVIHU�WKH�PRQH\ WR�WKH�JHQHUDO�IXQG�

�� 7KH� XQH[SHQGHG� EDODQFH� RI� D� ERQG� UHWLUHPHQW� IXQG�PD\� EH� WUDQVIHUUHG� WR� DQ\�
RWKHU� IXQG� ZLWK� WKH� YLOODJH� FRXQFLO� UHVROXWLRQ� DQG� DSSURYDO� RI� WKH� FRXUW� RI�
FRPPRQ�SOHDV�

)XQGV�QRW�DOORZHG�WR�EH�WUDQVIHUUHG�

�� 3URFHHGV�RQ�WKH�EDODQFHV�RI�ORDQV�

�� 3URFHHGV� RQ� WKH�EDODQFHV�RI� ERQG� LVVXHV� H[FHSW� DV� LGHQWLILHG� LQ� LWHP� WKUHH� DQG�
ILYH�DERYH�

�� 3URFHHGV� RQ� WKH� EDODQFHV� RI� IXQGV� GHULYHG� IURP� H[FLVH� WD[HV� OHYLHG� IRU� D�
SDUWLFXODU�SXUSRVH��DQG

�� 3URFHHGV�RQ�WKH�EDODQFHV�RI�OLFHQVH�IHHV�OHYLHG�IRU�D�SDUWLFXODU�SXUSRVH�
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7KH�IROORZLQJ�VRXUFH�GRFXPHQWV�PD\�EH�UHTXLUHG�IRU�LQWHUIXQG�WUDQVDFWLRQV��

0LQXWH�5HFRUG� ,Q� VRPH� LQVWDQFHV�� ZKHQ� SHUIRUPLQJ� LQWHUIXQG� WUDQVDFWLRQV�� LW� LV�
QHFHVVDU\�WR�PRGLI\�H[LVWLQJ�DSSURSULDWLRQV���7KH�VRXUFH�GRFXPHQW IRU�
PRGLI\LQJ�DSSURSULDWLRQV�LV�WKH�PLQXWH�UHFRUG���,W�LV�UHFRPPHQGHG�WKDW�
WKH� VSHFLILF� PLQXWHV� EH� GHVFULEHG� LQ� WKH� GHVFULSWLRQ� FROXPQ� RI� WKH�
MRXUQDO�DQG�OHGJHUV�

&HUWLILFDWLRQ� :KHQ� WUDQVIHUULQJ�PRQH\� IURP�IXQG� WR� IXQG�� LW� LV QHFHVVDU\� WR�FHUWLI\�
WKDW�PRQLHV DUH�DYDLODEOH���7KH�SXUFKDVH�RUGHU�FDQ�EH�XVHG�DV�WKH�YHKLFOH�
IRU�WKLV�FHUWLILFDWLRQ���

&KHFN�:DUUDQW� 7KH� $XGLWRU� RI� 6WDWH� GRHV� QRW� UHTXLUH� WKH� LVVXDQFH� RI� D� FKHFN� ZKHQ�
DFFRPSOLVKLQJ�LQWHUIXQG WUDQVDFWLRQV���,I�WKH�DFFRXQWLQJ�VRIWZDUH�DOORZV�
IRU� DQG� WKH� YLOODJH� ZDQWV� WR� ZULWH� D� FKHFN�� LW� LV� SHUPLVVLEOH�� EXW� QRW�
UHTXLUHG���

5HFHLSW� 7KH�UHFHLSW�LV�XVHG�DV�WKH�VRXUFH�GRFXPHQW�IRU�LQFRPLQJ�PRQH\�WR�DQ\�
IXQG��:KHQ�PRQLHV DUH�UHFHLYHG�E\�ZD\�RI�DQ LQWHUIXQG�WUDQVDFWLRQ��D�
UHFHLSW� FHUWLI\LQJ� WKH� UHYHQXH� DQG� LWV� VRXUFH� VKRXOG� EH� XVHG�� � $Q�
DPHQGHG�RIILFLDO� FHUWLILFDWH�RI� HVWLPDWHG� UHVRXUFHV� VKRXOG�EH�REWDLQHG�
IURP�WKH�FRXQW\�DXGLWRU�LI�WKH�LQWHUIXQG�WUDQVDFWLRQV�ZHUH�QRW�RULJLQDOO\�
DQWLFLSDWHG�DQG�FHUWLILHG�

7KHVH�GRFXPHQWV�DUH�XVHG�WR�SURYLGH�DGHTXDWH�UHFRQFLOLDWLRQ�WRROV�DQG�DXGLW�WUDLOV�

9,� $GYDQFHV

$GYDQFHV�DUH�WHPSRUDU\�ORDQV�WR�RWKHU�IXQGV�ZKLFK�DUH�XOWLPDWHO\�JRLQJ�WR�EH�UHSDLG���$GYDQFHV�
PXVW�EH�PDGH�IURP�D�OHVV�UHVWULFWHG�IXQG�WR�D�PRUH�UHVWULFWHG�IXQG���)RU�H[DPSOH��WKH�JHQHUDO�IXQG�
FDQ�EH�XVHG�IRU�DQ\�SXUSRVH��ZKHUHDV��WKH�VWDWH�KLJKZD\�IXQG�LV�UHVWULFWHG�LQ�LWV�XVH���7KXV��WKH�
JHQHUDO� IXQG� FDQ� DGYDQFH�PRQH\� WR� WKH� VWDWH� KLJKZD\� IXQG�� KRZHYHU�� WKH� VWDWH� KLJKZD\� IXQG�
FDQQRW�DGYDQFH�PRQH\ WR�WKH�JHQHUDO�IXQG���7KH�YLOODJH�FRXQFLO�PXVW�SDVV�D�UHVROXWLRQ�DXWKRUL]LQJ�
DQ�DGYDQFH���7KH�UHVROXWLRQ�VKRXOG�LQFOXGH��DW�D�PLQLPXP��WKH�IROORZLQJ�LQIRUPDWLRQ�

�� $PRXQW�RI�WKH�DGYDQFH�

�� 1DPH�RI�WKH�IXQG�ORDQLQJ�WKH�PRQH\�DQG�WKH�QDPH�RI�WKH�IXQG�UHFHLYLQJ�WKH�PRQH\��
DQG

�� $Q� HVWLPDWHG� GDWH� RI� UHSD\PHQW�� � 7KH� LQWHQW� RI� D� FDVK� DGYDQFH� LV� WR� UHTXLUH�
UHSD\PHQW�ZLWKLQ�WKH�FXUUHQW�\HDU�

,QWHUIXQG�FDVK�DGYDQFHV�DUH�VXEMHFW�WR�WKH�IROORZLQJ�UHTXLUHPHQWV�

�� $Q\� DGYDQFH� PXVW� EH� FOHDUO\� ODEHOHG� DV� VXFK�� DQG� PXVW� EH� GLVWLQJXLVKHG� IURP� D�
WUDQVIHU��7UDQVIHUV�DUH� LQWHQGHG� WR�UHDOORFDWH�PRQH\�SHUPDQHQWO\�IURP�RQH�IXQG� WR�
DQRWKHU�DQG�PD\�EH�PDGH�RQO\�DV�DXWKRUL]HG�LQ�2KLR�5HYLVHG�&RGH�6HFWLRQV���������
WR�����������$GYDQFHV�RQ�WKH�RWKHU�KDQG��DUH�LQWHQGHG�WR�WHPSRUDULO\�UHDOORFDWH�FDVK�
IURP�RQH�IXQG�WR�DQRWKHU�DQG�LQYROYH�DQ�H[SHFWDWLRQ�RI�UHSD\PHQW�
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�� ,Q� RUGHU� WR� DGYDQFH� FDVK� IURP� RQH� IXQG� WR� DQRWKHU�� WKHUH� PXVW� EH� VWDWXWRU\�
DXWKRULW\� WR�XVH� WKH�PRQH\� LQ� WKH� IXQG�DGYDQFLQJ� WKH� FDVK� �WKH´FUHGLWRU´� IXQG��
IRU� WKH�VDPH�SXUSRVH�IRU�ZKLFK� WKH�IXQG�UHFHLYLQJ� WKH�FDVK��WKH�³GHEWRU´�IXQG��
ZDV�HVWDEOLVKHG��DQG

�� 7KH�UHLPEXUVHPHQW�IURP�WKH�GHEWRU�IXQG�WR�WKH�FUHGLWRU�IXQG�PXVW�QRW�YLRODWH�DQ\�
UHVWULFWLRQV�RQ�WKH�XVH�RI�WKH�PRQH\�WR�EH�XVHG�WR�PDNH�WKH�UHLPEXUVHPHQW�

$� $FFRXQWLQJ�3URFHGXUHV

7KH�IROORZLQJ�SURFHGXUHV�DUH�QHFHVVDU\�WR�DFFRXQW�IRU�LQWHUIXQG�DGYDQFHV�

�� ,QLWLDO�DGYDQFH�

&DVK�-RXUQDO 2Q�WKH�HIIHFWLYH�GDWH�RI�WKH�UHVROXWLRQ�DXWKRUL]LQJ�DQ�DGYDQFH��DQ�HQWU\�
LV�PDGH� LQ�WKH�FDVK�MRXUQDO� WR�UHGXFH�WKH�FDVK�EDODQFH�RI� WKH�FUHGLWRU�
IXQG��WKH�IXQG�PDNLQJ�WKH�DGYDQFH��E\�WKH�DPRXQW�RI�WKH�DGYDQFH��DQG�
WR�LQFUHDVH�WKH�FDVK�EDODQFH�RI�WKH�GHEWRU�IXQG��WKH�IXQG�UHFHLYLQJ�WKH�
DGYDQFH��E\�WKH�VDPH�DPRXQW�

/HGJHUV :KHQ� WKH� LQLWLDO� DGYDQFH� RFFXUV�� DQ� DSSURSULDWLRQV� OHGJHU� DFFRXQW� IRU�
³DGYDQFHV�RXW´�PXVW�EH�HVWDEOLVKHG�IRU� WKH�FUHGLWRU� IXQG�� �6LPLODUO\��D�
UHFHLSWV� OHGJHU� DFFRXQW� IRU� ³DGYDQFHV� LQ´� PXVW� EH� HVWDEOLVKHG� LQ� WKH�
GHEWRU�IXQG���$OO�SHUWLQHQW�LQIRUPDWLRQ�VKRXOG�EH�UHFRUGHG�LQ�WKH�OHGJHUV�
ZKHQ�WKH�WUDQVDFWLRQV�DUH�SRVWHG�

�� 5HSD\PHQW�RI�DQ�DGYDQFH�

&DVK�-RXUQDO 2Q�UHSD\PHQW�RI�WKH�DGYDQFH�LQ�ZKROH��RU�LQ�SDUW��DQ�HQWU\�LV�PDGH�LQ�
WKH�FDVK�MRXUQDO�WR�LQFUHDVH�WKH�FDVK�EDODQFH�RI�WKH�FUHGLWRU�IXQG�E\�WKH�
DPRXQW� RI� UHSD\PHQW�� DQG� WR� UHGXFH� WKH� FDVK� EDODQFH� RI� WKH� GHEWRU�
IXQG�E\�WKH�VDPH�DPRXQW�

/HGJHUV :KHQ� WKH� DGYDQFH� LV� UHSDLG�� DQ� DSSURSULDWLRQV� OHGJHU� DFFRXQW� IRU�
³DGYDQFHV�RXW´�ZLOO�QHHG�WR�EH�HVWDEOLVKHG�LQ�WKH�GHEWRU�IXQG�WR�VKRZ�
WKH� GLVEXUVHPHQW� RI� WKH� UHSD\PHQW�� � 7R� UHFRUG� WKH� UHFHLSW� RI� WKH�
UHSD\PHQW�LQ�WKH�FUHGLWRU�IXQG��D�UHFHLSW�OHGJHUV�DFFRXQW�IRU�³DGYDQFHV�
LQ´�ZLOO�QHHG�WR�EH�HVWDEOLVKHG�

%� %XGJHWDU\�(IIHFWV

$Q� LQWHUIXQG� FDVK� DGYDQFH� GRHV� QRW� GLUHFWO\� DIIHFW� WKH� EXGJHWDU\� DFFRXQWV� RI� HLWKHU� WKH�
FUHGLWRU�RU�GHEWRU�IXQGV�ZKHQ�WKH�DGYDQFH�LV�PDGH�RU�UHSDLG���,W�PHUHO\�LV�UHFRUGHG�LQ�WKH�FDVK�
MRXUQDO� WR� DGMXVW� WKH� IXQG�FDVK� EDODQFHV� DQG� LQ� WKH� OHGJHUV� WR�SURYLGH� DFFRXQWDELOLW\�� �7KH�
DPHQGHG�RIILFLDO� FHUWLILFDWH�RI� HVWLPDWHG� UHVRXUFHV� DQG� WKH� DSSURSULDWLRQV�RUGLQDQFH�GR�QRW�
QHHG� WR� LQFOXGH� DGYDQFHV� VLQFH� WKH\� DUH� WHPSRUDU\� ORDQV� RI�PRQH\�� � ,I�� KRZHYHU�� VXFK� DQ�
DGYDQFH�LV�QRW�UHSDLG�DW�WKH�HQG�RI�WKH�ILVFDO�\HDU��WKH�DOWHUHG�FDVK�EDODQFHV�PXVW�EH�WDNHQ�LQWR�
FRQVLGHUDWLRQ�LQ�WKH�SUHSDUDWLRQ�RI�WKH�DSSURSULDWLRQ�RUGLQDQFH�
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:KHQ�D�FDVK�DGYDQFH�LV�RXWVWDQGLQJ�DW�WKH�EHJLQQLQJ�RI�D�ILVFDO�\HDU�LQ�ZKLFK�UHSD\PHQW�LV�
H[SHFWHG�� WKH� WRWDO� UHVRXUFHV� DYDLODEOH� IRU� H[SHQGLWXUH� LQ� WKH� FUHGLWRU� DQG� GHEWRU� IXQG� DUH�
PLVVWDWHG��DV�QR�SURYLVLRQ�H[LVWV�IRU�WKH�UHFHLSW�RI�FDVK�LQ�WKH�FUHGLWRU�IXQG�RU�IRU�WKH�XVH�RI�
FDVK� LQ� WKH�GHEWRU� IXQG�� �7R�DGMXVW� IRU� WKLV�� WKH�XQHQFXPEHUHG�FDVK�EDODQFH�RI� WKH�FUHGLWRU�
IXQG�PXVW�EH� LQFUHDVHG�E\� WKH� DPRXQW�RI� UHSD\PHQW� H[SHFWHG�GXULQJ� WKH� VXFFHHGLQJ� ILVFDO�
\HDU� WR� SURGXFH� WKH� ³FDUU\RYHU� EDODQFH� DYDLODEOH� IRU� DSSURSULDWLRQ´�� � 6LPLODUO\�� WKH�
XQHQFXPEHUHG�FDVK�EDODQFH�LQ�WKH�GHEWRU�IXQG�PXVW�EH�UHGXFHG�E\�WKH�DPRXQW�RI�UHSD\PHQW�
H[SHFWHG� GXULQJ� WKH� VXFFHHGLQJ� ILVFDO� \HDU� WR� SURGXFH� WKH� ³FDUU\RYHU� EDODQFH� DYDLODEOH� IRU�
DSSURSULDWLRQ�´� � 7KLV� DGMXVWPHQW� LV� PDGH� RQ� WKH� ³FHUWLILFDWH� RI� WKH� WRWDO� DPRXQW� IURP� DOO�
VRXUFHV�DYDLODEOH� IRU� H[SHQGLWXUHV�� DQG�EDODQFHV´� ILOHG�ZLWK� WKH� FRXQW\�EXGJHW� FRPPLVVLRQ�
SXUVXDQW�WR�2KLR�5HYLVHG�&RGH�6HFWLRQ���������

&� &RQYHUVLRQ�WR�D�7UDQVIHU

,I��DIWHU�DQ�DGYDQFH�LV�PDGH��WKH�YLOODJH�FRXQFLO�GHWHUPLQHV�WKDW�WKH�WUDQVDFWLRQ�VKRXOG��LQ�IDFW��
EH�WUHDWHG�DV�D�WUDQVIHU��WKH�IROORZLQJ�SURFHGXUHV�VKRXOG�EH�IROORZHG�

�� 7KH� QHFHVVDU\� IRUPDO� SURFHGXUHV� IRU� DSSURYDO� RI� WKH� WUDQVIHU� VKRXOG� EH� FRPSOHWHG�
LQFOXGLQJ�� LI� QHFHVVDU\�� DSSURYDO� RI� WKH� FRPPLVVLRQHU� RI� WD[� HTXDOL]DWLRQ� DQG� RI� WKH�
FRXUW�RI�FRPPRQ�SOHDV�

�� 7KH�WUDQVIHU�VKRXOG�EH�IRUPDOO\�UHFRUGHG�RQ�WKH�UHFRUGV�RI�WKH�YLOODJH��DQG

�� 7KH� HQWULHV� UHFRUGLQJ� WKH� FDVK� DGYDQFH� VKRXOG� EH� UHYHUVHG� WR�� LQ� HIIHFW�� UHSD\� WKH�
DGYDQFH�ZLWK�WKH�SURFHHGV�RI�WKH�WUDQVIHU�

([DPSOH� 7KH� JHQHUDO� IXQG� DGYDQFHV� ����� WR� WKH� VWDWH� KLJKZD\� IXQG�� �7KH� YLOODJH�
FRXQFLO� GHWHUPLQHV� WKDW� WKH� DGYDQFH� VKRXOG� EH� SHUPDQHQW�� � 7KH� JHQHUDO�
IXQG� WUDQVIHUV������ WR� WKH�VWDWH�KLJKZD\�IXQG�DQG������ LV�DGYDQFHG�EDFN�
IURP�WKH�VWDWH�KLJKZD\�IXQG�WR�WKH�JHQHUDO�IXQG�

9,,� 5HIXQG�RI�D�5HFHLSW

5HIXQGV� DUH� DSSURSULDWH� IRU� LWHPV� VXFK� DV� RYHUSD\PHQWV�� WKH� UHWXUQ� RI� GHSRVLWV�� RU� WKH�
UHSD\PHQW� RI� PRQH\� ZKHQ� WKH� VHUYLFH� ZDV� QRW� SURYLGHG� �L�H��� SUHSD\PHQW� IRU� UHQWLQJ� WKH�
YLOODJH�KDOO�LV�UHWXUQHG�ZKHQ�WKH�LQGLYLGXDO�GHFLGHV�QRW�WR�XVH�WKH�IDFLOLW\����

([DPSOH�� -RKQ� 6PLWK� SDLG� D� IHH� RI� ���� WR� WKH� YLOODJH�� � $W� D� ODWHU� WLPH�� LW� ZDV�
GHWHUPLQHG�WKDW�-RKQ�6PLWK�ZDV�HQWLWOHG�WR�D�UHIXQG�RI�WKLV�DPRXQW���

1RWH� 5HGXFLQJ� UHFHLSWV� LV� RQO\� SHUPLWWHG�ZKHQ� ERWK� RI� WKH� WUDQVDFWLRQV� RFFXU�
GXULQJ� WKH VDPH� ILVFDO�\HDU�� � ,I� WKH� UHIXQG�RFFXUV� LQ� WKH� VXEVHTXHQW�\HDU��
SRVW�WKH�SD\PHQW�DV�DQ�H[SHQGLWXUH�

6WHS��� 3UHSDUH�D�UHFHLSW�LQGLFDWLQJ�WKH�DPRXQW�WR�EH�UHIXQGHG��7KLV�DPRXQW�VKRXOG�
EH�VKRZQ�DV�D�QHJDWLYH�DPRXQW���
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Auditor of State  
Bulletin 2020-002 

 
 
DATE ISSUED: February 10, 2020 
 
TO: All Public Offices 
 Community Schools 
 
FROM: Keith Faber 
 Ohio Auditor of State 
 
SUBJECT:  Hourly Audit Rates and Allocation of Audit Costs 
 
 
Billing Rates 
 
Ohio Revised Code (ORC) 117.13 governs how the Auditor of State’s Office charges public offices for 
the costs for audit services. The total costs of audits, both direct and indirect, are to be recovered by the 
office. For local governments, these costs are offset by resources available in the Local Government 
Audit Support Fund and the state General Revenue Fund. For state agencies, these costs take into 
consideration federal cost recovery guidelines and are offset by resources from the state General 
Revenue Fund. 
 
The Auditor of State’s Office charges local and state entities an hourly rate for audit services in order to 
recover costs. Prior to House Bill 166 of the 133rd General Assembly, these rates were established by 
rule, but recent amendments to ORC 117.13 removed the rulemaking authority and instead requires the 
Auditor to determine and publish annually the rates to be charged to state agencies and local public 
offices.  
 
For the remainder of FY 2020 or until a subsequent bulletin is published, the following rates are to be 
charged: 

• audit rate charged to local governments is $41/hour, 
• audit rate charged to state agencies is $76/hour, 
• rate for Local Government Services is $50/hour, and 
• rate for interns is 50 percent of the standard rate charged for the services provided. 

 
If you have questions regarding the above billing information, please contact the Finance staff of the State 
Auditor’s Office at (800) 282-0370. 
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Ability to Charge Funds Other than the General Fund 
 
ORC 117.13 (C)(2) allows fiscal officers of local public offices being audited to allocate the charges billed 
for the cost of the audit to appropriate funds using a methodology that follows guidance provided by the 
Auditor of State. The fiscal officer may distribute the cost to each fund audited in accordance with its 
percentage of the total cost. The fiscal officer should determine which funds should be charged a percentage 
of the audit costs. The Auditor of State is of the opinion that most operating funds of a local government, 
including utility funds (i.e., water, sewer, electric, refuse), special levy funds, funds that receive gas taxes, 
and motor vehicle registration fees can be charged a portion of the audit costs. 
 
Other funds of a local government that may be charged a percentage of the audit costs include bond and 
grant funds. The ability to charge bond funds will depend on the allowable uses defined in the bond 
legislation. Trust and other funds that receive donations restricted to specific purposes will require analysis 
by the fiscal officer of the restrictions imposed by the donor and/or trust agreement to determine if any audit 
costs may be charged to those funds. Custodial funds (previously referred to as Agency Funds) should not 
be charged for any share of the cost of an audit for the fiscal officer’s role as the fiscal agent. 
 
In determining a percentage of total cost that may be charged to a fund, any reasonable and rational method 
such as a percentage of the fund’s revenue or expenditures compared to the total revenue or expenditures for 
all funds, excluding custodial funds, would be acceptable. A local government’s indirect cost allocation plan 
may also be an acceptable method for allocating audit costs. 
 

For federal grant funds, the costs of audits are allowable if the audits were performed in accordance with the 
federal Single Audit Act and Uniform Guidance (UG)1. Generally, the percentage of costs charged to 
federal awards for a single audit shall not exceed the percentage derived by dividing federal funds expended 
by total funds expended by the recipient or sub-recipient (including program matching funds) during the 
fiscal year. The percentage may be exceeded only if appropriate documentation demonstrates higher actual 
costs. Other audit costs are allowable if specifically approved by the awarding or cognizant agency as a 
direct cost to an award or included as an indirect cost in a cost allocation plan or rate. 
 
If you have any questions regarding the a b o v e  information, please contact the Local Government 
Services staff of the State Auditor’s Office at (800) 345-2519 or (614) 466-4717. 
 
 
 
 

 
 
Keith Faber 
Ohio Auditor of State 

1 The costs of audits that are not required by the Single Audit Act or Subpart F are not allowable under 2 
CFR 200.425, including performance audits.  For more information, refer to questions 1 through 5 
presented by the Council on Federal Award Reform (COFAR) on OMB’s Uniform Guidance available at: 
https://cfo.gov/wp-content/uploads/2017/08/July2017-UniformGuidanceFrequentlyAskedQuestions.pdf.    
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Section F:  Other Laws and Regulations 

Various Entity Types 
 

 

 
 

O-27 Compliance Requirement:  Ohio Rev. Code § 117.13(C)(3) and 2 C.F.R. § 200.425 – 
Allocating Audit Costs (MOVED from Chapter 1).  
 
Summary of Requirements:  Local governments can charge audit costs to funds other than the 
general fund only if the charges are properly allocated to those funds. 
 
Ohio Rev. Code § 117.13(C)(2)(3) provides the fiscal officer may allocate distribute such total 
the charges billed for the cost of the audit to appropriate funds using a methodology that follows 
guidance provided by the auditor of state each fund audited in accordance with its percentage of 
the total cost. 
 
The fiscal officer should determine which funds should be charged a percentage of the audit costs. 
The Auditor of State is of the opinion that most operating funds of a local government, including 
utility funds (i.e., water, sewer, electric, refuse), special levy funds, funds that receive gas taxes, 
and motor vehicle registration fees can be charged a portion of the audit costs. 
 
Other funds of a local government that may be charged a percentage of the audit costs include bond 
and grant funds. The ability to charge bond funds will depend on the allowable uses defined in the 
bond legislation. Trust and other funds that receive donations restricted to specific purposes will 
require analysis by the fiscal officer of the restrictions imposed by the donor and/or trust agreement 
to determine if any audit costs may be charged to those funds. Custodial funds, because of their 
custodial nature, should not be charged for any share of the cost of an audit for the fiscal officer’s 
role as the fiscal agent. 
 
In determining a percentage of total cost that may be charged to a fund, any reasonable and rational 
method such as a percentage of the fund’s revenue or expenditures compared to the total revenue 
or expenditures for all funds, excluding custodial funds, would be acceptable. A local government’s 
indirect cost allocation plan may also be an acceptable method for allocating audit costs. 
 
For grant funds, a reasonably proportionate share of the costs of audits required by, and performed 
in accordance with the Single Audit Act and Uniform Guidance (UG), “Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards” are allowable.  See 2 
C.F.R. § 200.425 for further explanation of allowable and unallowable audit costs and UG FAQ 
200.425-1 through -5 for guidance when the auditee charges non-single, internal, legislative or 
performance audit60 costs.61 

 
  

                                                      
60 Performance audits are not allowable costs per UG FAQ 200.425-1 through 5. 
 
61 For awards made on or before 12/26/14 A-133 guidance should be followed. See this section in previous 
versions of the OCS for details. 

Revised:  HB 166, 133 GA 
Effective:  July 18, 2019 
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Suggested Audit Procedures - Compliance (Substantive) Tests: 
 

1. Determine if the government charges funds other than the general fund for audit costs.  If so, 
review documentation supporting how the government determines a reasonable basis for 
allocating audit costs to funds other than the general fund.  (Lack of formal documentation 
should not result in a citation or finding for adjustment if the allocation is reasonable.) 
 

2. Determine if the government allocates audit costs to grant funds.  If so, review documentation 
supporting the government allocated the audit costs to grant funds in accordance with Federal 
guidelines.  
 

 
Audit Procedures, Government Personnel Interviewed and Dates: 
 
 
 
 
Conclusion (management letter comments): 
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Auditor of State 
Bulletin 2020-003 

 
 
DATE ISSUED: February 27, 2020 
 
TO: All Public Offices 
 Independent Public Accountants 
 
FROM: Keith Faber 
 Ohio Auditor of State 
 
SUBJECT: Governmental Accounting Standards Board Statement No. 84 – 

Fiduciary Activities 
 
Background Information 
 
The Governmental Accounting Standards Board (GASB) Statement No. 84, Fiduciary Activities, 
includes guidance for identifying fiduciary activities for accounting and financial reporting 
purposes and how those activities should be reported.   
 
The GASB issued an implementation guide to supplement the guidance found in GASB 84.  The 
Implementation Guide is organized in a question and answer format.  This bulletin references 
specific questions from the Implementation Guide No. 2019-2, Fiduciary Activities (IG).   
 
The requirements of this Statement apply to all Ohio state and local governments that prepare 
GAAP (Generally Accepted Accounting Principles) Statements, including those with a GAAP 
reporting requirement per Ohio Admin. Code (OAC) §117-2-03(B).  Some other governments may 
be subject to GAAP reporting requirements, such as through a debt covenant.  GASB 84 is 
effective for financial statements for periods beginning after December 15, 2018.  Meaning, 
governments with a December 31 fiscal year end must apply it to their December 31, 2019 GAAP 
financial statements; school districts and other governments with a June 30 fiscal year end must 
apply GASB 84 to their June 30, 2020 GAAP financial statements. Guidance from the 
implementation guide will also be effective at this time.  Any local governments that early 
implemented GASB 84 will also need to apply the guidance from the implementation guide. 
 
Applicability to Non-GAAP entities is addressed later in this bulletin. 
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Fiduciary Component Units 
 
GASB 84 establishes criteria in paragraphs 6 through 9 for when a component unit is a fiduciary 
activity.  Generally, pension plans that are administered through trusts that meet the criteria in 
paragraph 3 of Statement 67 and other postemployment benefits (OPEB) plans that are 
administered through trusts that meet the criteria in paragraph 3 of Statement 74 are legally 
separate entities. In determining whether those legally separate entities are component units, a 
primary government is considered to have a financial burden if it is legally obligated or has 
otherwise assumed the obligation to make contributions to the pension plan or OPEB plan. (GASB 
84 ¶7) 
 
GASB 84 paragraph 8 identifies when a component unit, that is not a pension arrangement or 
OPEB arrangement, is a fiduciary activity. 
 
GASB 84 paragraph 10 explains how to treat pension and OPEB arrangements that are not 
component units. 
 
Criteria for Fiduciary Activity 
 
For all fiduciary activity not addressed above, the criteria for identifying fiduciary activity is found 
in paragraph 11 of GASB 84.  For activity to be considered fiduciary, it should meet three criteria:  
the assets are controlled by the government; the assets associated with the activity are not own 
source revenue or result from nonexchange transactions (with certain exceptions), and the assets 
must meet one of the remaining characteristics which establish the assets are held in trust or are 
held for the benefit of individuals, organizations or other governments. 
 
The assets are controlled by the government.  (GASB 84 ¶11 a): 
 
A government controls the assets of an activity if the government (a) holds the assets or (b) has 
the ability to direct the use, exchange, or employment of the assets in a manner that provides 
benefits to the specified or intended recipients. Restrictions from legal or other external restraints 
that stipulate the assets can be used only for a specific purpose do not negate a government’s 
control of the assets. 
 
A government uses an asset when it expends or consumes that asset for the benefit of individuals, 
organizations, or other governments outside of the government’s provision of services to them. 
 
When a government appoints a designee to act on its behalf, the designee is performing the 
government’s fiduciary duties and not assuming them. Thus, appointing a designee to act on its 
behalf does not alter the government’s ability to direct the use, exchange, or employment of the 
assets.  (GASB 84 ¶12) 
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Fiduciary assets are not own-source revenue or result from nonexchange transactions. (GASB 
84 ¶11 b): 
 
The assets associated with the activity are not derived either: 
 

1 Solely from the government’s own-source revenues, or 
 

2 From government-mandated nonexchange transactions or voluntary nonexchange 
transactions, with the exception of pass-through grants, for which the government does 
not have administrative involvement or direct financial involvement. 

 
Note:  If custodial funds are receiving revenues from government-mandated 
nonexchange transactions or voluntary nonexchange transactions, the transaction 
should be evaluated under GASB 24 to determine if there is administrative involvement 
or direct financial involvement.  This includes undivided state levied shared amounts. 

 
Own-source revenues are revenues that are generated by a government itself. They include 
exchange and exchange-like revenues (for example, water and sewer charges) and investment 
earnings. Derived tax revenues (such as sales and income taxes) and imposed nonexchange 
revenues (such as property taxes) are also included. (GASB 84 ¶13) 
 
For purposes of evaluating administrative involvement and direct financial involvement of a 
government that is a recipient of a pass-through grant the following definition should be applied: 
 
A recipient government has administrative involvement if, for example, it (a) monitors secondary 
recipients for compliance with program-specific requirements, (b) determines eligible secondary 
recipients or projects, even if using grantor-established criteria, or (c) has the ability to exercise 
discretion in how the funds are allocated. A recipient government has direct financial involvement 
if, for example, it finances some direct program costs because of a grantor-imposed matching 
requirement or is liable for disallowed costs. (GASB 24 ¶5 & GASB 84, fn 2) 
  
The assets have one or more of the following characteristics (GASB 84 ¶11 c): 
 

• The assets are (a) administered through a trust in which the government itself is not a 
beneficiary, (b) dedicated to providing benefits to recipients in accordance with the 
benefit terms, and (c) legally protected from the creditors of the government. (Note:  
this is the GASB 84 ¶11 c (1) criteria referred to in some of the following trust fund 
definitions.) 

 
• The assets are for the benefit of individuals and the government does not have 

administrative involvement with the assets or direct financial involvement with the 
assets. In addition, the assets are not derived from the government’s provision of goods 
or services to those individuals. 
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• The assets are for the benefit of organizations or other governments that are not part of 
the financial reporting entity. In addition, the assets are not derived from the 
government’s provision of goods or services to those organizations or other 
governments. 

 
A government has administrative involvement with the assets if, for example, it (a) monitors 
compliance with the requirements of the activity that are established by the government or by a 
resource provider that does not receive the direct benefits of the activity, (b) determines eligible 
expenditures that are established by the government or by a resource provider that does not receive 
the direct benefits of the activity, or (c) has the ability to exercise discretion over how assets are 
allocated. A government has direct financial involvement with the assets if, for example, it 
provides matching resources for the activities. (GASB 84, fn1) 
 
Fiduciary Fund Type Definitions 
 
Pension (and other employee benefit) trust funds:   These are used to report fiduciary activities 
for the following (GASB 84 ¶15): 
 

a. Pension plans and OPEB plans that are administered through trusts that meet the criteria in 
paragraph 3 of Statement 67 or paragraph 3 of Statement 74, respectively. 

 
b. Other employee benefit plans for which (1) resources are held in a trust that meets the 

criteria in GASB 84 ¶11 c (1), and (2) contributions to the trust and earnings on those 
contributions are irrevocable. 

 
Investment trust funds:  These are used to report fiduciary activities from the external portion of 
investment pools and individual investment accounts that are held in a trust that meets the criteria 
in GASB 84 ¶11 c (1). (GASB 84 ¶16)  If the activity does not meet the criteria in GASB 84 ¶11 
c (1), it can be evaluated under the custodial fund type definition.   
 
Private-purpose trust funds:  These are used to report all fiduciary activities that (a) are not 
required to be reported in pension (and other employee benefit) trust funds or investment trust 
funds and (b) are held in a trust that meets the criteria in GASB 84 ¶11 c (1). (GASB 84 ¶17)  If 
the activity does not meet the criteria in GASB 84 ¶11 c (1), it can be evaluated under the custodial 
fund type definition.  (GASB 84 IG 4.41 and 4.42) 
 
Custodial funds:  These are used to report fiduciary activities that are not required to be reported 
in pension (and other employee benefit) trust funds, investment trust funds, or private-purpose 
trust funds. The external portion of investment pools that are not held in a trust that meets the 
criteria in GASB 84 ¶11 c (1) should be reported in a separate external investment pool fund 
column under the custodial funds classification. (GASB 84 ¶18) 
 
Business-type activities, including enterprise funds, may report assets with a corresponding 
liability that otherwise should be reported in a custodial fund in the statement of net position of 
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the business-type activity if those assets, upon receipt, are normally expected to be held for three 
months or less.  (GASB 84 ¶19) 
 
Statement of Fiduciary Net Position 
 
Fiduciary funds will present a statement of fiduciary net position to report assets, deferred outflows 
of resources, liabilities, deferred inflows of resources, and fiduciary net position.  The new 
custodial funds will present net position. (GASB 84 ¶20) 
 
With certain exceptions for pension and OPEB trusts, a liability to the beneficiaries of a fiduciary 
activity should be recognized in a fiduciary fund when an event has occurred that compels the 
government to disburse fiduciary resources. Events that compel a government to disburse fiduciary 
resources occur when a demand for the resources has been made or when no further action, 
approval, or condition is required to be taken or met by the beneficiary to release the assets. For 
example, a county government should recognize a liability when it collects taxes for other 
governments, even though it may not be required to distribute the taxes to those governments until 
a specified time in the future. Liabilities, other than those to beneficiaries, should be recognized in 
accordance with existing accounting standards using the economic resources measurement focus. 
(GASB 84 ¶21) 
 
Statement of Changes in Fiduciary Net Position  
 
The statement of changes in fiduciary net position should be used to report additions to and 
deductions from pension (and other employee benefit) trust funds, investment trust funds, private-
purpose trust funds, and custodial funds.  Unless amounts are expected to be held for three months 
or less, the statement of changes in fiduciary net position should disaggregate additions by source.    
The statement of changes in fiduciary net position should disaggregate deductions by type and, if 
applicable, should separately display administrative costs.  A single aggregated total for additions 
and a single aggregated total for deductions can be used for custodial funds when, upon receipt, 
amounts are normally expected to be held for three months or less.  (GASB 84 ¶23 and ¶24) 
 
Types of Activity Currently Found in Agency Funds 
 
The following describes activity currently found in agency funds and explains how that activity 
will be viewed under GASB 84.  Our website contains a GASB 84 Analysis Chart that summarizes 
how these various types of activity should be maintained on a local government’s day-to-day 
books, and how it should be reported on a Regulatory basis, on Regulatory Statements prepared 
by a local government that is mandated to prepare GAAP Statements, on an OCBOA basis (GAAP 
look-alike) and on a GAAP basis.     
 
The Auditor of State’s Office (AOS) has historically tried to match fund structure for day-to-day 
recording to GASB fund definitions.  However, with GASB 84, there are some instances where 
this may generate more complex reporting than may be necessary.  Therefore, in some instances, 
AOS is prescribing a simplified approach for recording for day-to-day cash basis transactions 
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along with simplified reporting for regulatory filers that are not required to prepare GAAP 
statements.  However, regulatory filers who are mandated to prepare GAAP statements will receive 
an adverse opinion for not reporting on the proper framework and should not be following this 
simplified reporting.  In the following discussion of the types of activity found in agency funds, 
the regulatory reporting described applies to regulatory filers who are not mandated to file GAAP 
statements.  Regulatory filers who are mandated to prepare GAAP statements should be following 
the fund structure as prescribed for GAAP filers. 
 
Amounts held for other Governments/Organizations:  Within current agency funds, there are 
several types of activity that are considered amounts held for other government/organizations, 
including:  (GASB 84 ¶11 c (3)) 
 

Fiscal Agent for legally separate organizations:  If the primary government serves as 
fiscal agent for a legally separate organization, the activity will be reported as a custodial 
fund for all types of reporting.  However, if this legally separate organization is presented 
as a component unit of the primary government, the custodial fund will not be shown on 
the financial statements.  A custodial fund and a component unit should not be reported for 
the same activity.  Common examples of legally separate organizations for which a county 
serves as fiscal agent include:  District Board of Health, Family and Children First, Soil 
and Water Conservation, Regional Planning, among others.  Currently, regulatory filers 
have the option to present component unit activity in the financial statements or report the 
relationship in the notes.  This option will remain unchanged for regulatory filers; however, 
if they present the component unit, then any fiduciary activity should not be included on 
the financial statements. (GASB 84 ¶11 c (3)) 
 
Cash conduit for grants:  Local governments sometimes receive grants or other financial 
assistance (including state levied shared monies) to pass on to a secondary recipient.  Under 
GASB Statement No. 24, Accounting and Financial Reporting for Certain Grants and 
Other Financial Assistance, when a recipient government serves only as a cash conduit, 
the grant is reported in an agency fund.  This activity has been reported as an agency fund 
under GASB 24, and will be reported as a custodial fund under GASB 84 for all types of 
reporting.  Counties currently serve as a cash conduit for distributing certain state-levied 
shared revenues, including; MVL, Gas Tax, Personal Property Tax Reimbursement, Local 
government money, Library Local government money, and Homestead and Rollback, 
among others.  This activity will be presented in custodial funds. 

 
Clearing account with external participation:  Local governments will sometimes collect 
dollars and distribute those dollars to other entities as well as other funds of the 
government.  Under GASB Statement No. 34, Basic Financial Statements—and 
Management’s Discussion and Analysis—for State and Local Governments, any balances 
in these funds that pertain to other funds of the government are reported in the appropriate 
funds rather than in the agency fund.  Under GASB 84, this guidance is expanded to include 
the additions and deductions of the fund as well. These types of clearing funds will present 
only the amounts related to outside entities. For example the following would meet the 
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GASB 84 definition of a custodial fund:  OHSAA Tournament money with School 
District’s money eliminated; County undivided with all county money eliminated; County 
court money with all county money eliminated; and Arson Registry [Ohio Rev. Code 
(ORC) §2909.15].  GAAP filers and OCBOA filers will be following this GASB 84 
guidance.  Since the local government’s money is collected along with the amounts for the 
other governments, using a custodial fund for these unallocated resources will be allowed 
to continue on a local government’s day-to-day books.  Regulatory filers can include their 
government’s resources within in the custodial fund on their financial statements.   

 
Amounts held for Individuals:  When dollars are held for individuals, an evaluation will need to 
be made to determine if the local government has administrative involvement or direct financial 
involvement.   These definitions are included on page 3 of this bulletin.  If the local government 
has administrative involvement or direct financial involvement, the activity will not be fiduciary.   
 
Examples of moneys held where the local government typically has no administrative involvement 
include money for residents in healthcare facilities and money for inmates in correctional 
institutions.  Although the conclusion of no administrative involvement is typical for these types 
of accounts, each local government should perform its own evaluation.  When there is no 
administrative involvement or direct financial involvement, the activity will be custodial for all 
types of reporting. 
 
Examples of money held where the local government has administrative involvement include 
school district student activity funds (USAS 200 funds).  Student activity funds are viewed as 
being held for individuals.  (IG 4.16) Student activity funds are viewed as having school district 
administrative involvement as the school district has a faculty advisor who approves disbursements 
(IG 4.20), the school district establishes policies (IG 4.21), and certain policies are established by 
the State (IG 4.23).  School districts should review their 200 funds and reclassify any funds that 
should not be 200 funds, including amounts held for other governments or organizations. School 
districts also have administrative involvement when school district employees determine the 
recipients of college scholarships. When there is administrative involvement or direct financial 
involvement, the activities will not be fiduciary for any types of reporting.   
 
Own source revenue:  Unless an exception is noted below, current agency funds whose revenue 
source is the government’s own source revenue will need reclassified to another fund type for all 
types of reporting. 
 

Performance bonds and fire trusts (ORC 3929.86):  These are part of an exchange 
transaction and should not be reported as a custodial fund.  An exception to this would be 
if the local government is holding the fire trust money for another political subdivision. 
Performance bonds include cash received prior to the beginning of a project which is held 
to ensure satisfactory performance by another party.  To simplify reporting, day-to-day 
books and regulatory filers can continue to report these items in custodial funds.  
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Retainage:  For all types of reporting, retainage is not fiduciary as local governments hold 
retainage for their own benefit. It arises from an exchange transaction between the local 
government and the contractor.   

 
Guarantee Deposits:  For all types of reporting, guarantee deposits related to utilities are 
not fiduciary and will continue to be reported with enterprise funds.   
 
Sheriff Money :  The sheriff’s office has various bank accounts.  The accounts will need to 
be reviewed as these accounts typically include own source revenue.   
 
Marriage License Fee:  The portion of the marriage license fee that is collected for the 
purpose of funding shelters for victims of domestic violence is considered the 
government’s own source revenue.  Under GASB 84, these dollars should not be reflected 
in a custodial fund.  This treatment is consistent with AOS Bulletin 2011-004.   
 
Motor Vehicle License Tax:  Counties have the ability to levy certain motor vehicle license 
taxes which the county will review and determine the amount distributed to municipal 
corporations (ORC 4504.04 and 4504.05) and townships (4504.05).  Under GASB 84, 
these dollars should not be reflected in a custodial fund. 

 
Payroll clearing:  Once dollars are withheld from the employee’s checks, the local government is 
obligated to remit the dollars; therefore, there is a liability for these amounts.  Under GASB 84, 
payroll clearing funds are not considered custodial. (GASB 84 IG 4.15) To simplify the reporting 
for regulatory filers, these amounts can be reflected in a custodial fund.  For OCBOA filers, these 
will not be fiduciary and the balance will need to revert back to the fund that paid the employee 
and reduce the expenditure.  For GAAP filers, these will not be fiduciary and will need to revert 
back to the fund that paid the employee as cash and payroll withholding payable.  As an alternative, 
these balances can also be brought back to the general fund on a GAAP basis, provided they 
represent only employee payroll withholdings.  The day-to-day reporting of payroll clearing will 
not change as this is a part of the year end W-2 process. 
 
Also, on a cash basis and for regulatory reporting, whether a payroll clearing account is used can 
alter the reporting on the regulatory statements.  When a payroll clearing account/fund is used, 
gross payroll is expensed with the withholding held in a separate fund/account until payment is 
due.  When no payroll account/fund is used, net payroll is expensed on the pay date with the 
withholding expensed when paid (when due).  Beginning with financial statements for 2020, 
regulatory reports will include note disclosure to address this difference. 
 
Clearing accounts with only internal participation:  Local governments will sometimes collect 
dollars and distribute those dollars to other funds of the government.  These unallocated resources 
are held by the local government until the resources can be allocated to the individual funds. For 
the day-to-day books, these funds will be allowed to continue. To simplify the reporting for 
regulatory filers, these amounts can be reflected in a custodial fund.  For GAAP and OCBOA, 
these funds will not be presented as their activity is already reflected in the 
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governmental/proprietary funds of the government.  These fund are intended to be temporary and 
should not be accumulating an ongoing balance.  If these funds have any cash balance, this balance 
will need allocated to the appropriate individual fund.  For counties, this category will include the 
Medicaid Sales Tax Transition Fund. 
 
Flow through clearing fund:  These funds are typically used by counties in conjunction with their 
undivided funds for taxes. When the taxes are ready to be settled, instead of going directly to the 
local government, they flow from the undivided fund to an entity-type fund (e.g. township, village, 
school district) and then are distributed to the specific entity. For GAAP and OCBOA these funds 
will not be presented as their activity is already reflected in other funds of the government.  If these 
funds have any cash balance, this balance will need allocated to the appropriate individual fund. 
 
Funds used for the payment of bills:  Some governments use a separate fund to accumulate dollars 
for the payment of future bills.  These are most commonly seen with the employer share of pension.  
If the fund is a temporary clearing account used for day-to-day operations and routinely zeros out, 
it will be permissible for day-to-day books.  However, if the fund is accumulating a balance, it will 
be viewed as a set-aside which needs to be authorized by State Statute.  Any fund that is being 
used as a set aside that is not authorized by State Statute, will need to return the balance to the 
rightful fund with 2021 budget year. For GAAP and OCBOA, these temporary funds will not be 
presented as their activity is already reflected in the governmental/proprietary funds of the 
government.  If these fund have any cash balance, this balance will need allocated to the 
appropriate individual fund. 
   
Investment trust funds and private purpose trust funds:  Each entity will need to review their 
trust agreements to ensure they are complaint with the GASB 84 ¶11 c (1) criteria found on page 
3 of this bulletin.  All types of reporting will need to meet the GASB 84 definition.  Any trust 
funds not meeting this GASB 84 ¶11 c (1) criteria, will need to be reclassified, both for day-to-day 
reporting and all types of financial reporting. 
 
Applicability to Non-GAAP Entities 
 
Governments that prepare Other Comprehensive Basis of Accounting (OCBOA) statements will 
need to follow GASB 84 fund definitions and display requirements. Governments statutorily 
required to prepare GAAP statements that prepare regulatory statements will need to follow GASB 
84 fund definitions. 
 
For 2019, governments not statutorily required to prepare GAAP statements that prepare 
regulatory statements will not need to make any changes to their financial reporting.  These 
governments can use the term agency or custodial to describe their funds.  
 
Effective with 2020 statements, governments not statutorily required to prepare GAAP statements 
that prepare regulatory statements will be preparing a new Statement of Changes for their 
Fiduciary Funds.  For governments not mandated to prepare GAAP Statements, new accounts have 
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been established to facilitate the preparation of this new statement.  These new accounts can be 
found in the 2020 updated UAN Accounting and General Manual at: 
    
https://uanlink.ohioauditor.gov/training/accounting/manuals/Accounting_General%20Manual%2
0Version%202019.2.pdf  
 
Regulatory (not GAAP mandated) filers are following a simplified version of GASB 84 which 
allows, in certain instances identified above, clearing accounts which allocate dollars to the local 
government’s governmental or proprietary funds to continue to be presented as fiduciary.  
However, amounts that are allocated to the local government’s governmental or proprietary fund 
should be separately identified in the “Distributions to other funds (primary government” on the 
financial statements. 
 
Transition 
 
Governments should restate beginning net position/fund balance to conform to the fund definitions 
contained in GASB 84.   
 
Budgetary Considerations 
 
Custodial funds will not need to be budgeted.  Although GASB 84 is effective for 2019 for 
governments with a December 31st year end, any changes in fund classification will not need to 
be made to the day-to-day books or budgeted until the 2021 budget year.  Schools will need to 
begin budgeting according to GASB 84 fund classifications for fiscal year 2021.   
 
On the GASB 84 Analysis Chart, the column labeled “Day-to-Day Books/Budgetary” indicates if 
the fund is considered custodial for budgetary purposes.  If this column identifies a fund as 
custodial, it does not need to be budgeted.   
 
Audit Considerations  
 
As noted in the prior section, any fund classifications will not need made to the day-to-day books 
or budgeted until the 2021 budgetary year.  Therefore, auditors should not issue noncompliance 
citations for the failure to budget these funds until the 2021 budget year audits.  Also, auditors 
should use professional judgement when determining whether control deficiencies exist in the 
entity’s financial statement framework preparation process when misstatements result from 
implementation.    
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Additional Resources Available on the Auditor of State’s Website 

The Auditor of State’s Office has a GASB 84 Analysis Chart, a sample new Statement of Changes, 
and a Frequently Asked Questions (FAQ) document available related to GASB 84’s 
implementation available on our website at: 

www.ohioauditor.gov/references/gasb84.html 

The Chart and the FAQs will be updated as additional information becomes available. 

Questions 

If you have any questions regarding the information presented in the Bulletin, please contact Local 
Government Services at the Auditor of State’s Office at (800) 345-2519. 

Keith Faber 
Ohio Auditor of State 
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COUNTY AUDITORS OFFICE
DATE: 03/16/2018

STATEMENT OF SEMIANNUAL APPORTIONMENT OF TAXES

REAL ESTATE SETTLEMENT

SOURCE OF RECEIPTS UAN CODE GENERAL FUND PARKS FIRE
ROAD 

IMPROVEMENT     TOTAL

REAL ESTATE
  AGR/RES GROSS 33,980.86 29,807.22 63,005.42 54,602.04 $181,395.54

  COM/IND GROSS 1,919.06 1,683.41 4,587.68 2,863.27 $11,053.42

    SUB-TOTAL 35,899.92 31,490.63 67,593.10 57,465.31 $192,448.96

LESS REIMBURSEMENTS
  HOMESTEAD 1,807.76 1,585.74 3,351.88 2,904.81 $9,650.19

  Non Business Credit 3,060.12 2,684.27 5,673.90 4,917.14 $16,335.43

 Owner Occupied Credit 536.73 470.80 995.16 862.43 $2,865.12

    TOTAL REIMBURSEMENTS rev # 535 5,404.61 4,740.81 10,020.94 8,684.38 $28,850.74

THESE WILL COME IN AS SEPARATE REIMBURSEMENTS FROM THE STATE.
NET CURRENT REAL PROPERTY 30,495.31 26,749.82 57,572.16 48,780.93 $163,598.22

   DELINQ. REAL PROPERTY 2,859.87 2,508.61 5,320.88 4,591.46 $15,280.82

   PER. PROP. UTIL 2,149.06 1,885.15 6,158.14 3,644.61 $13,836.96

  TOTAL DISTRIBUTIONS (i.e. Prop. Tax Revenue) rev # 101 A 35,504.24 31,143.58 69,051.18 57,017.00 $192,716.00

  SUB-TOT+DELINQ+PER PROP 40,908.85 35,884.39 79,072.12 65,701.38 $221,566.74

DEDUCTIONS
  AUD. AND TREA. FEES object # 314 719.27 630.89 1,392.31 1,154.62 $3,897.09

  DTAC object # 314 143.00 125.43 266.04 229.57 $764.04

  ELECTION EXPENSE object # 315 1,154.78 0.00 0.00 0.00 $1,154.78

  COUNTY HEALTH DEPARTMENT object # 370 9,942.48 0.00 0.00 0.00 $9,942.48

  ADVERTISING DEL. TAX LIST object # 314 92.58 0.00 0.00 0.00 $92.58

 MISCELLANEOUS 0.00 0.00 0.00 0.00 $0.00

 BOARD OF REVISIONS EXPS 0.00 0.00 0.00 0.00 $0.00

TOTAL DEDUCTIONS B 12,052.11 756.32 1,658.35 1,384.19 $15,850.97

  BALANCES 23,452.13 30,387.26 67,392.83 55,632.81 $176,865.03

LESS ADVANCES RC SEC 321.34 0.00 0.00 0.00 0.00 $0.00

  NET DISTRIBUTIONS (should tie to amount deposited into bank) A-B $23,452.13 $30,387.26 $67,392.83 $55,632.81 $176,865.03

MADE AT THE FIRST HALF SETTLEMENTS 2018, WITH THE COUNTY TREASURER FOR EXAMPLE TOWNSHIP
WE NEED THE MONEY TOWNSHIP
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