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Chapter 4Chapter 4
Accounting for Governmental Accounting for Governmental 
Operating ActivitiesOperating Activities--------
Illustrative Transactions &Illustrative Transactions &
Financial StatementsFinancial Statements
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Govt’lGovt’l Funds ReviewFunds Review
!! Spending FocusSpending Focus
!! Current Financial ResourcesCurrent Financial Resources
!! Modified AccrualModified Accrual
!! Revenues & ExpendituresRevenues & Expenditures
!! No Fixed AssetsNo Fixed Assets
!! No Long Term (LT) DebtNo Long Term (LT) Debt
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Budgetary AccountingBudgetary Accounting
!! Journal Entries:Journal Entries:
Estimated RevenuesEstimated Revenues
Est. Other Financing SourceEst. Other Financing Source

AppropriationsAppropriations
Est. Other Financing UseEst. Other Financing Use
Fund BalanceFund Balance
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Revisions to BudgetRevisions to Budget
!! Evaluate Inflows & OutflowsEvaluate Inflows & Outflows
!! Adjust Budget through Adjust Budget through 

Journal EntryJournal Entry
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Encumbrance Accounting Encumbrance Accounting 
!! Additional Appropriation Additional Appropriation 

ControlControl
!! Issuance of Purchase Order Issuance of Purchase Order 

Key EventKey Event
!! Journal Entry:Journal Entry:
Encumbrance (Est.) Encumbrance (Est.) 

Reserve for EncumbranceReserve for Encumbrance
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Encumbrance AccountingEncumbrance Accounting
!! Goods Received / Payment Goods Received / Payment 

ApprovedApproved
!! Journal Entries:Journal Entries:
Res. For Encumb.  (Est.) Res. For Encumb.  (Est.) 

Encumb. (Est.) Encumb. (Est.) 
Expenditure (Actual) Expenditure (Actual) 

Vouchers Payable (Actual)Vouchers Payable (Actual)
GA: ExpenseGA: Expense--ProgramProgram
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… Encumbrance Accounting… Encumbrance Accounting
!! Payroll AccountingPayroll Accounting
!! Encumbrances closedEncumbrances closed
!! Reserved EncumbrancesReserved Encumbrances
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… Encumbrance Accounting… Encumbrance Accounting
!! Order Received in Ensuing Order Received in Ensuing 

Fiscal PeriodFiscal Period
"" Journal Entry:Journal Entry:

Expenditure (x1)Expenditure (x1)
Expenditure (x2)Expenditure (x2)

Vouchers PayableVouchers Payable
GA: ExpenseGA: Expense--ProgramProgram
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… Encumbrance Accounting… Encumbrance Accounting
!! Closing Journal Entry:Closing Journal Entry:
Reserved for EncumbrancesReserved for Encumbrances

Expenditure (x1)Expenditure (x1)
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Alternate EncumbranceAlternate Encumbrance
TreatmentTreatment
!! Close Encumbrances & Close Encumbrances & 

Reserve for EncumbrancesReserve for Encumbrances
!! ReRe--AppropriateAppropriate
!! Continue with Usual Continue with Usual 

Journal EntriesJournal Entries



11

Property Tax AccountingProperty Tax Accounting
!! Journal Entry:Journal Entry:
Taxes ReceivableTaxes Receivable--CurrentCurrent

Estimated Estimated UncollUncoll..--CurrentCurrent
Property Tax RevenueProperty Tax Revenue

GA: Property Tax revenue GA: Property Tax revenue -- GeneralGeneral
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… Property Tax Accounting… Property Tax Accounting
!! ShortShort--Term CashTerm Cash

Disbursement NeedsDisbursement Needs
!! Tax Anticipation NotesTax Anticipation Notes
!! Journal Entries:Journal Entries:
CashCash

Tax Anticipation N / PTax Anticipation N / P
N / PN / P
ExpenditureExpenditure

CashCash
GA: ExpenseGA: Expense--InterestInterest
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… Property Tax Accounting… Property Tax Accounting
!! Delinquent TaxesDelinquent Taxes

"" Journal Entries:Journal Entries:
Taxes ReceivableTaxes Receivable--DelinquentDelinquent

Taxes ReceivableTaxes Receivable--CurrentCurrent
Est. Est. UncollUncoll..--CurrentCurrent

Est. Est. UncollUncoll..--DelinquentDelinquent
GA: SameGA: Same



14

… Property Tax Accounting… Property Tax Accounting
!! Penalties & Interest May Penalties & Interest May 

be Accruedbe Accrued
!! WriteWrite--off off UncollectiblesUncollectibles

"" Journal Entry:Journal Entry:
Est. Est. UncollUncoll. Taxes . Taxes -- DelinquentDelinquent

Taxes Rec. Taxes Rec. –– DelinquentDelinquent
GA: SameGA: Same
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Additional General Additional General 
Fund EntriesFund Entries
!! Cash Basis RevenuesCash Basis Revenues

"" Journal Entry:Journal Entry:
Cash Cash 

RevenueRevenue

GA: Allocate revenue between GA: Allocate revenue between 
programs and generalprograms and general



16

General ConceptGeneral Concept
!! General Fund Expenditures become General Fund Expenditures become 

Expense for governmental activitiesExpense for governmental activities
"" Allocated between programsAllocated between programs
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… Additional General… Additional General
Fund EntriesFund Entries
!! InterfundInterfund TransactionsTransactions

"" Internal Exchange TransactionInternal Exchange Transaction
"" Journal Entry:Journal Entry:

Due from FundDue from Fund
RevenueRevenue

GA: Due from Business ActivitiesGA: Due from Business Activities
General RevenuesGeneral Revenues
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… Additional General… Additional General
Fund EntriesFund Entries
!! Supplies InventorySupplies Inventory

"" Two MethodsTwo Methods
##Consumption MethodConsumption Method
$$Purchases MethodPurchases Method
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Consumption MethodConsumption Method
!! Purchase of SuppliesPurchase of Supplies

"" Journal Entry:Journal Entry:
Supplies InventorySupplies Inventory

V/PV/P
!! Use of InventoryUse of Inventory

"" Journal Entry:Journal Entry:
ExpenditureExpenditure

Supplies InventorySupplies Inventory
GA: ExpensesGA: Expenses
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… Consumption Method… Consumption Method
!! YearYear--End InventoryEnd Inventory

"" Journal Entry:Journal Entry:
F.B. F.B. -- UnreservedUnreserved

F.B. F.B. -- Reserved InventoryReserved Inventory

GA: Not ApplicableGA: Not Applicable
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Purchase MethodPurchase Method
!! Purchase of SuppliesPurchase of Supplies

"" Journal Entry:Journal Entry:
ExpenditureExpenditure

V/PV/P
GA: ExpenseGA: Expense
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Purchase Method cont’dPurchase Method cont’d
!! Physical Count YearPhysical Count Year--EndEnd

"" Journal Entry:Journal Entry:
Supplies InventorySupplies Inventory

F.B.F.B.--Reserved InventoryReserved Inventory

GA:  InventoryGA:  Inventory
ExpensesExpenses
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Closing EntriesClosing Entries
!! Reverse Nominal AccountsReverse Nominal Accounts
!! Reverse Budgetary AccountsReverse Budgetary Accounts
!! Fund Balance Available Fund Balance Available 

for Appropriationfor Appropriation
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Financial StatementsFinancial Statements
!! Interim Financial StatementsInterim Financial Statements
!! Annual Financial StatementsAnnual Financial Statements
!! Reconciliation BetweenReconciliation Between

Budget Basis & GAAPBudget Basis & GAAP
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Special Revenue FundsSpecial Revenue Funds
!! Legal ComplianceLegal Compliance
!! GF Accounting andGF Accounting and

Reporting ApplicableReporting Applicable
!! Operating GrantsOperating Grants
!! ReimbursementReimbursement
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… Special Revenue Funds… Special Revenue Funds
!! Granted Award (Reimbursement Granted Award (Reimbursement 

Grant):Grant):
"" No EntryNo Entry
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… Special Revenue Funds… Special Revenue Funds
!! Expenditure Made:Expenditure Made:

"" Journal Entries:Journal Entries:
ExpenditureExpenditure

Vouchers PayableVouchers Payable
CashCash

RevenuesRevenues

GA: Expenses & Program RevenueGA: Expenses & Program Revenue



28

…Special Revenue Funds…Special Revenue Funds
!! No ReimbursementNo Reimbursement--Recognize Recognize 

Receivable & RevenueReceivable & Revenue
!! No Reimbursement & Granted for No Reimbursement & Granted for 

Future PeriodFuture Period--Recognize Receivable Recognize Receivable 
& Deferred Revenue& Deferred Revenue
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Interfund Interfund TransactionsTransactions
!! Interfund Interfund Exchange TransactionsExchange Transactions

"" DueToDueTo//DueFromDueFrom
!! Interfund Interfund LoansLoans

"" RecbleRecble//Pble Pble ((Noncurrent Noncurrent Reserve Reserve 
Fund balanceFund balance

"" None in None in Gov’tGov’t--wide if both wide if both gov’t gov’t 
activitiesactivities
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Interfund Interfund Transfers Cont’dTransfers Cont’d
InterfundInterfund TransfersTransfers

Other Financing Source/UseOther Financing Source/Use
Recurring/NonrecurringRecurring/Nonrecurring

ReimbursementsReimbursements
Reduction of Expenditures/ExpenseReduction of Expenditures/Expense
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General ConceptGeneral Concept--Gov’tGov’t--Wide F/S’sWide F/S’s
!! Eliminate if between same activityEliminate if between same activity

"" Internal Service is GovernmentalInternal Service is Governmental
!! Report  if between Governmental & Report  if between Governmental & 

BusinessBusiness
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Permanent FundsPermanent Funds
!! Public Purpose TrustsPublic Purpose Trusts

"" Principal NonexpendablePrincipal Nonexpendable--
Permanent FundPermanent Fund

"" Earnings ExpendableEarnings Expendable--Special Special 
Revenue FundRevenue Fund
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Permanent Funds cont’dPermanent Funds cont’d
!! Receipt of AssetsReceipt of Assets--recognize as recognize as 

revenuerevenue
!! Interfund Interfund Transfers for earningsTransfers for earnings
!! End of Period Fair Value End of Period Fair Value 

AdjustmentsAdjustments
"" Increase or Decrease asset Increase or Decrease asset 

AccountAccount
"" Recognize RevenueRecognize Revenue--Changes in Changes in 

Fair ValueFair Value


