
Karen Ainslie
kainslie@library.IN.gov

Public Library Consultant
800/451-6028

Presenter
Presentation Notes
Funds accounting is the method used by Indiana public libraries to establish a budget for where money is received and disbursed. And the Department of Local Government Finance notes that public libraries have more than one fund and this provides flexibility in financing the library operation,.
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 Goals/Objectives
 Definitions
 Fund Groups
 Budgeting
 Government accounting
 Financial statements
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Presenter
Presentation Notes
After viewing this presentation, the user will understand fund concept  and the definition of fund types or groups. Funds are essential for budgeting. There is brief attention to government accounting and financial statements; these are covered in more detail in the Bookkeeping and Accounting presentation.



 Concepts of fund accounting
 Understanding the various fund groups
 How are we different than a profit organization?
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Presenter
Presentation Notes
Funds are categories for separating revenues into which funds may be received and disbursed.  Typical funds include:  operating, improvement reserve, construction, bond, rainy day capital projects, gift and petty cash.Some funds are required to be broken down into smaller categories for expenditures.  These categories are called accounts.  One of the most important funds, which must have accounts, is the operating fund.Funds are categories into which money is received and disbursed on paper.  They are not actual bank accounts or investments.  You could conceivably have every last penny you own in one checking account in one bank and have several funds.  By statute, the most you can have in one bank is $100,000.



A method of segregating resources into categories 
(i.e., funds), to identify both the source of funds and 
the use of funds.
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Presenter
Presentation Notes
State Board of Accounts outlines the kinds of funds found in public libraries. See chapter 4 of State Board of Accounts Accounting Manual for Public Libraries where details of funds are found. Note all funds except the operating fund are established by a board resolution. 



 Establish a Fund and Close a Fund
 http://www.in.gov/library/3289.htm
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Presenter
Presentation Notes
Resolutions are found on the Library Development Office website at http://www.in.gov/library/3289.htm. They are broken down into the categories of resolutions to establish a fund and resolutions to close a fund.

http://www.in.gov/library/3289.htm


 Demonstrating accountability and stewardship
 Determining financial condition
 Planning and budgeting
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Presenter
Presentation Notes
The funds accounting method has a built in rationale or story for understanding how money is spent e.g. Operating or general fund is expended for the day to day operations. Some capital expenses are in the operating fund like the purchase of books; LIRF and Rainy Day are funds that are earmarked for capital expenses and general expenses that arise in the day to day operations. All the funds are budgeted annually through the Gateway in order to spend from the funds.



 Evaluating organizational and managerial 
performance

 Determining/forecasting cash flow
 Communication
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Presenter
Presentation Notes
As detailed in the ledger, explained in Bookkeeping and Accounting presentation, funds are segregated, but all the money can be kept in same bank account. Please note there is a limit to how much money can be in one account; the limit according to State Board of Accounts is $100,000 in one bank. If the library has more than $100,000 in transaction accounts, it must use at least two depositories which have been designated by the library board. Cash on hand can be tracked by fund. This is useful in determining whether library is falling behind in expenses, keeping up or is ahead of the expenses. Communication of this information is in the financial statements that the library treasurer uses. It is always good to have a statement that tracks appropriation balances month to month and year to date.



Fund:  A fund is a segregation of resources 
established to control and monitor resources and to 
help ensure and demonstrate compliance with 
legal/administrative requirements.
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Presenter
Presentation Notes
This is a definition of a fund. It summarizes my previous statements where the various funds are monitored keeping track of the budget and financial health of the library.



 Fund Balance: Equity within a fund.
Assets = Liabilities + Fund Equity

Fund Assets – Fund Liabilities = Fund Balance

Assets – Claims Against Assets = Fund Balance

 The fund balance may also be known as Net Assets, 
Capital, or Net Worth.
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Presenter
Presentation Notes
If you look at this definition of a fund balance, it contains language associated with for profit institutions. Libraries are non profit or governmental bodies, and are not thought of in terms of capital or net worth. What is tracked and reported in the Gateway is financial health of a unit; and also the information on cash balances as percentage of budget is noted. So don’t need to be too concerned with the equations except that you need to track fund balances.



 Fund Group:  A separate entity with a self-balancing 
set of accounts consisting of assets, liabilities, fund 
balance, and, where appropriate, revenue and 
expenditure accounts.
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Presenter
Presentation Notes
So a definition of a fund as it related to the equity equation is summarized here. Public libraries keep track of expenditures and revenues in each fund with attention to fund balance.



 Operating Fund
 Library Improvement Reserve Fund (LIRF)
 Debt or BIRF (Bond and Interest Redemption Fund)
 Rainy Day Fund
 Technology Grant Fund
 Agency Fund
 Evergreen Fund
 PLAC Fund
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Presentation Notes
These are the fund groups associated with Indiana public libraries. A particular library would not have all the funds, though everyone has an operating fund. It is also important to establish the LIRF and Rainy Day Fund by board resolution. And if you receive funds from Indiana State Library for broadband connectivity, you need a Technology Grant Fund. An the agency fund, Evergreen and PLAC, are optional depending on whether you are collecting funds for another agency.



 Fund expendable for operating purposes in support 
of the library’s mission; expected to be expended in 
the near term.

 Broken down into smaller categories for 
expenditures.  These categories are called accounts.  
One of the most important funds, which must have 
accounts, is the operating fund.

 Money is received and disbursed on paper or 
bookkeeping software

 The cash balance of any fund may not be
reduced below zero. 

12

Presenter
Presentation Notes
Some funds are required to be broken down into smaller categories for expenditures.  These categories are called accounts.  One of the most important funds, which must have accounts, is the operating fund.Indiana State Library typically see audit exceptions for where a fund is reduced below zero. This underscores the importance of tracking appropriation balances. Sometimes at Indiana State Library we see a public library’s State Technology Grant Fund balance go below zero; once the balance is zero, broadband invoices are paid from operating fund or an unrestricted gift fund.



 Resolutions
 DLGF March 2, 2018 Memo http://www.in.gov/dlgf/2444.htm
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Presentation Notes
You can transfer funds or borrow funds. This requires a resolution. Transferring from a fund is governed by the DLGF transfer procedure memo; it is found in the memo that about additional appropriations. Also the memo talks about the transfer to Rainy Day Fund. Please read the memo and be familiar with these procedures. To find the memo follow this link, then search for additional appropriations to locate the memo.

https://www.in.gov/dlgf/files/pdf/180302%20-%20Van%20Dorp%20Memo%20-%20Additional%20Appropriation%20and%20Transfer%20Procedures.pdf
http://www.in.gov/dlgf/2444.htm


 State Board of Accounts
 May transfer prescribed amount for prescribed 
period to a depleted fund from another fund
 Conditions: money available, prescribed period, returned in the 

budget year, only revenues from collection of property taxes

 Emergencies IC 36-1-8-4(b)
 Could extend payback period by 6 months
 Requires resolution with statement of emergency
 Repayment not more than six months beyond budget
 Year in which transfer occurs
 Resolutions to State Board of Accounts and DLGF
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Presenter
Presentation Notes
Only the revenues derived from the levying and collection of property taxes or special taxes or from the operation of the political subdivision may be included in the amount transferred. One caution is don’t borrow from State Technology Grant fund. Generally, the temporary transfer is a prescribe period and returned in the budget year; there are occasion when it an emergency allows return of funds beyond the budget year. Note an emergency requires a board resolution that is filed with State Board of Accounts and the DLGF.



 Designated fund
 State appropriations
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Presentation Notes
The operating fund is a designated fund for the day to day operations of the Public Library. Remember also that it is associated with a tax levy or tax rate. The annual budget establish the appropriations, or the money to be expended during the year. So remember, even though you have money in the bank you may not have the authority to spend it. The authority is the appropriation.



 Unrestricted  Restricted
 LSTA
 State Technology Grant 

Fund
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Presentation Notes
A gift fund may be either a restricted or unrestricted fundGift Fund –money accepted by library board as a grant, gift, donation.Restricted – donor has attached terms, conditions and purposesUnrestricted – the donor has not attached terms, conditions or purposesThese funds are not associated with a tax rate or tax levy.



 Used to record funds held by the library for outside 
entity who has a close relationship to the library
 Evergreen Libraries that collect fees/fines for other members 

in consortium
 Public Libraries that sell PLAC cards

 Funds in the Agency Fund group do not belong to 
the library and are not reported on the financial 
statement
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Presenter
Presentation Notes
An agency fund are used to hold funds to repay to the agency they belong. For example, a PLAC fund holds revenues from selling PLAC cards. The money is returned to Indiana State Library quarterly. This money does not belong to the library and is not reported on a financial statement.



 Funds Accounting
 Definitions that include designated, restricted and unrestricted

 Budget and accounts
 Self balancing
 Don’t overdraw
 Can borrow but must pay back
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Presentation Notes
Funds accounting is a crucial concept in understanding the managing of public libraries finances. The funds explain how the money is to be spent. They are associated with accounting for revenue, expenditures and fund balances. The concept of funds helps you understand the segregation money, how to borrow and repay a fund, and the importance of monitoring so balance does not go below zero. Knowing how funds operate helps with understanding transfers. This gives you a picture of the overall financing of the library from a variety of funds. Each fund has to tracked with a budget and accounting.
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