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Introduction  

 

The Father of Accounting:  Luca Pacioli  (1445-
1517) 

 

Summa de Arithmetica, Geometria, Proportioni et  

Proportionalita  (1494) 

 

Collected Knowledge of Arithmetic, Geometry, 
Proportions and Proportionality  
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Introduction  

Seven necessary economic conditions for accounting: 

 

 Private property  

 Capital 

 Commerce 

 Credit 

 Writing  

 Money 

 Arithmetic (Arabic numerals)  
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Introduction  

 

Pacioli recommended three accounting record-keeping 
books: 

 

 The memorandum book (daybook) 

 The journal  

 The ledger 
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Financial Statements  

Today four financial statements are added:  

 

 Statement of Financial Position  

  (The Balance Sheet) 

  

The Statement of Financial Position reports the 
resources (assets), obligations (liabilities), and residual 
ownership claims (net assets) of the organization. 
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Financial Statements  

 

The Balance Sheet Equation:  

 

Assets  =  Liabilities & Equity  

 

In not -for-profit accounting, ñequityò = net assets 

(formerly called ñfund balanceò) 



Financial Statements  

 

 Statement of Financial Activity  

 (The Income Statement) 

 

 

The Statement of Financial Activity reports the 
revenues, expenses, gains, and losses of the 
organization for a specific period of time (generally 
one year). 
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Financial Statements  

 

 Statement of Changes in Net Assets  

 (The Equity Statement) 

 

The Statement of Changes in Net Assets presents 
summarized activity for each function of the 
organization and shows the net increase or decrease 
for the year.  
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Financial Statements  

 

 The Statement of Cash Flows   

 

The Statement of Cash Flows reports ñinflowsò 
and ñoutflowsò of cash during the period.  It is divided 
into three sections: 

 cash activities related to operating 

 cash activities related to investing  

 cash activities related to financing 
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Not -for -Profit Accounting  

 

Not -for -Profit Accounting:  

 

The emphasis  in accounting for not -for-profit 
entities rests on stewardship responsibilities , 
which requires that activities are divided into funds .  
The focus  is on the donorôs restrictions on the net 
assets.  These net assets are located in the net asset 
section on the Statement of Financial Activity.  
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Not -for Profit Accounting  

 

The Not-for-Profit organizationôs activities are divided 
into ñfundsò in keeping with the requirements of 
stewardship.  Transactions  are classified by: 

 

 Activities  

 Objectives 

 Limitations  
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Not -for -Profit Accounting  

 

These activities, objectives and limitations are  

specified by: 

   donors 

   outside sources 

   the governing committee 
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Not -for -Profit Accounting  

 

 

When the funds are limited by donors, the funds are 
considered ñrestricted.ò 

 

When the funds are limited by the governing 
committee, the funds are considered ñallocated.ò 
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Basic Outline of Presentation  

 

Part I:  What is fund accounting? 

     Why fund accounting? 

  Introduction to three funds  

 

Part II:  More details on each fund 

  Look at the financial statements 
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Basic Outline of Presentation  

 

Part III:  Specifics of the Plant Fund 

   Transfers 

   Journal entries  

   Due to and Due from 
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What is a Fund?  

Each fund is a separate accounting entity with a  

self-balancing set of accounts for recording: 

 

¹ Assets 

¹ Liabilities  

¹ Net Assets 

¹ Financial Activity  
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What is a Fund?  

 

 

Transactions within and between funds require a 
complete entry (both debit and credit) in each fund 
because each fund is a separate entity. 

 



What is a Fund?  

 

 

To record inter -fund transactions, use ñDue Fromò and 
ñDue Toò accounts. 

 

If cash is actually passed between the funds, use the 
ñtransferò accounts. 
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Does GAAP Require Fund Accounting?  

 

   No.   International GAAP allows it to be used if it is 
considered necessary. 

 

   But the SDA Church considers the segregation of 
resources into funds as the best way to monitor and 
report on the entityôs stewardship responsibility.  
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Advantages of Fund Accounting  

Fund Accounting assists in: 

 

 Complying with restrictions on the use of funds, 
  as imposed by donors or the governing  
  committee 

 

 Assessing financial condition of the organization 

  and the availability of funds for achieving  
  its mission 

  



Advantages of Fund Accounting  

 

 

 Comparing actual results with the budget for the 
  respective missions of the organization 

 

 Evaluating efficiency and effectiveness of the  
  organization in meeting its mission  
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Church Entities Required to Use Fund Accounting  

  

All Unions, Conferences and Missions 
 

 

All Colleges and Universities 
 
 

¹ If their financial statements include land, land 
improvements, and buildings.  
 
 

¹ (If the entity has only equipment and furnishings, fund accounting is not 
required.)  
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Church Entities Not  Required to use Fund 

Accounting  

 
 
· Secondary Schools 

 
· Publishing Houses 

 
· Book Centers 

 
· Literature Evangelism Entities  

 
· Industry Operations  
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Common Types of Funds  

 

·Operating Fund 

 

·Plant Fund 

 

·Retirement Fund  

 

·Endowment Fund  
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What is the Purpose of an Operating Fund?  

  

To receive and administer all operating income 
of an organization , including activities related 
to: 

 

 Management of funds based on the financial plan 

 Transfers to senior organizations 

 Transfers between funds 
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What is the Purpose of a Plant Fund?  

 

To account for the resources that are available 
to make future acquisitions of plant assets  

¹ Unexpended Plant Fund 

 

To account for the resources that have been 
spent to acquire plant assets  

¹ Investment in Plant Fund  
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What is the Purpose of a Retirement Fund?  

  

 

To administer the receipt and disbursement of  

resources relating to retirement benefits.  
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What is the Purpose of an Endowment Fund?  

 

To administer the corpus (principal) of funds 
from which the earnings are to be used for a 
specified purpose . 
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The Financial Statements for Each Fund  

Each fund will have:  

 

     Statement of Financial Position (Balance Sheet) 

     Statement of Financial Activity (Income Statement)  

     Statement of Changes in Net Assets (Equity) 

     Statement of Cash Flows 

 

     Notes to the Financial Statement   
      (Only required when complete statement is presented) 
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Review:  What is a Fund?  

 

A separate accounting entity with a self-balancing set 
of accounts for recording: 

 

 Assets 

 Liabilities  

 Net Assets 

 Financial Activity  

 



Review:  What is a Fund?  

 

Every entry must be complete (both debit and credit) 
within its fund.  

 

For inter -fund transactions, use ñDue Fromò and ñDue 
Toò accounts.   

 

If transferring actual cash, use ñTransferò accounts. 
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Understanding the Operating Fund  

 

Purpose of the Operating Fund: 

 

The Operating Fund receives and administers all 
operating income of the organization and disburses the 
funds in accordance with the organizationôs financial 
plan. 
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Understanding the Operating Fund  

 

The Net Assets in the Operating Fund are displayed as: 

 

 Unallocated Tithe Function  

 Unallocated Non-Tithe Function  

 Allocated Functions 
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Understanding the Operating Fund  

 

ñUnallocatedò  -  Resources available for the general 
purpose of the organization, without any designation 
by the governing committee. 

 

 

ñAllocatedò  -  Resources designated to be used for a 
particular purpose by the governing committee, with 
the authority to change it at any later date. 
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Understanding the Operating Fund  

 

ñTitheò  -  Primary source of revenue for church 
ministry operations, received in the form of donations 
from individual church members.  

 

 

ñNon-Titheò  -  Sources of revenue for denominational 
activities, excluding tithe.  






