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These FAQs are based upon a questionnaire sent to all library staff in the LiRN network.
Fund Accounting and Restricted Funds
· Not-For-Profit Organizations (“NPOs”) (Associations)  receive contributions/funding from sources (LiRN) that have restrictions on them which stipulate how they should be used (for Library operations).
· NPOs have an obligation to track restricted contributions to ensure they are expended correctly (In the case of the Associations operating the Libraries, this set out in the USA and Grant Administration Policy, as noted above.)
· A common financial statement presentation method used by NPOs to track restricted contributions is the use of Fund Accounting.

· Restrictions are stipulations imposed that specify how resources must be used. 
External restrictions are imposed from outside the organization, usually by the contributor of the resources (LiRN).  
· LiRN Core Library Services and Library Management Responsibilities Policy 
· As adopted by the Board on December 5, 2022
· LiRN Additional Library Services and Responsibilities Policy 
· As Adopted by the Board of Directors on December 5, 2022

Restrictions on contributions may only be externally imposed. Net assets or fund balances may be internally or externally restricted.

How to Calculate the Fund Balance from a Trial Balance
	Surplus/Deficit for the period 
	Calculate the surplus/deficit for the period by adding up all revenues and subtracting the sum of all expenses.  If revenues exceed the expenses, you have a surplus.  If expenses exceed the revenues, you have a deficit.


	Accumulated Surplus 
	This is the total of all prior surplus/deficits from prior periods and also equals Assets less liabilities 

This will be a negative number if there have been cumulative deficits.

	Fund Balance
	The Fund Balance is calculated by taking the Accumulated Surplus and adding the Surplus for the period 
 
Or, if there is a deficit, by subtracting the Deficit from the Accumulated Surplus 





An Excess Fund Balance exists where the Fund Balance is in excess of the amount allowed by LiRN’s Grant Administration Policy.  
The Policy allows up to 10% fund balance to be carried over into the following year. 


Separation of Association and Library Books
Law Associations must identify and separate association operations from Library operations in order to be able to report on the Library operational stream separately. LiRN grants should be accounted for as restricted for library purposes. Law Association support of their Library should be through interfund transfers to a library operations fund. This accounting treatment will track utilization of the LiRN grant separately from association activities and ensure that the grant is used solely for the operation of Libraries and facilitate reporting on use of the grant to LiRN. 

Preparation of reports for monthly meetings, annual general meeting, corporate filing with Ontario government
This topic should be addressed with your Law Association Board and/or FOLA. LIRN does not have knowledge regarding how the individual associations are run and the specific filing requirements so are unable to provide this guidance.
Not for Profit Corporations Act 2010 changes
This is guidance that should come from the Law Association Board or FOLA. LIRN does not oversee the implementation of these changes.   
FOLA had a session about this at their FALL 2023 Plenary.  
Can the corporate filing be done by staff without having to use an accountant?
This is guidance that should come from the Law Association Board or FOLA. However, in practice, corporate tax return filings are prepared by an external accountant. HST returns are frequently prepared by staff but can also be outsourced to the external accountant.
Information about corporate filing vs audits.
Again, this is guidance that should come from the Law Association Board or FOLA. LIRN doesn’t have the background on each of the associations to provide this.
What is the difference between accounts payable and accounts receivable?
Accounts Payable (AP) is money you owe for goods and/or services that have been provide to you and for which the supplier provided you with the bill.
Accounts Receivable (AR) refers to money that is owed to you for services provided but payment was not received yet by you.
How to process depreciation each year for any capital purchases. How? When? By what percentage?
Depreciation represents the estimated reduction in value of a fixed asset within a fiscal year. Depreciation should be posted every year but if you are presenting monthly or quarterly reports and would like your statements to be more accurate, you can post it monthly or quarterly. The entry should credit accumulated amortization for each asset group and debit depreciation expense. 
You can use straight line depreciation method. Generally, it is 3 or 5 years useful life of assets. It is the most used and most straightforward method. It is calculated by dividing the cost of the asset by the useful life of the asset. You can also use the declining balance method where amortization is being calculated by multiplying prescribed CCA rate (Capital Cost Allowance rate) by net book value of the asset. The half-year rule should apply to the first year amortization meaning that you are allowed to claim only 50% amortization in the first year.
Accrual Basis vs Cash Basis Accounting
Cash basis accounting records revenue and expenses when actual payments are received, and payments are made. Accrual accounting records revenue and expenses when those transactions occur and before any money is received and paid out. Accrual accounting gives a better indication of a business performance because it shows when income and expenses occur.
In order to change from cash to accrual basis accounting, you should start posting bills based on the bill date and not when the payment went through your bank account. You should post your revenue in the month when it occurred as Accounts Receivable rather than in the month you received the payment. 
Should I set up Quick Books Online to connect directly with our bank account?
Yes. Whenever you can, you should take advantage of technology to help you improve efficiency and effectiveness. Bank link will automatically download and categorize your bank and credit card transactions. This will also prevent any data entry errors.
How to setup Sage to record different methods of payment
Please follow these steps: go to Setup / Settings / Company / Credit Cards / Used. 
Three column table will appear, under credit card name, you can add any method of payment, for example e-transfer. Under Payable account, please choose bank account and under Expense account, office expenses. After these steps are completed, please choose OK. Now, when you will be making or receiving a payment, you will see added method under paid by drop down list.
How to set up a budget in Sage
You can add your budget to Simply Accounting/Sage 50 and this information can be used in several ways.  This is especially useful when you need to know how much of your budget is available by doing a comparative income statement or if you want to export the information for budgeting reports.  

Go to Chart of Accounts and go to your Revenue Accounts (4000).  Click on an individual account to open up the record.  Click on the tab marked Budget, put a check the box Budget this Account and put in your Budget amount.  Continue to do this for each account in Revenue and Expenses.
Comparative Income Statement – on your home page, click on Reports, Financials, Income Statements.  Select Comparative Income Statements; use your Current year budget for the first period and your actual to date for the second period.   I also like my report to show the difference in amounts. 


Journal Entry questions
· How to correct entries
If the entry is posted in the current period, you can enter the entry and make all necessary adjustments and save it as a new, corrected entry.
If the entry was posted in the closed period, you should reverse the entry with the current period date and post new, correct entry with the same date.
· How to delete old entries
Most likely old entries are posted in the periods and years already closed, so you can’t delete these entries. You can reverse them in the current period using the same accounts they were originally posted to.

Which account should we file our surplus spending in?
You should post your expenditures to the cost accounts they belong to, for example office expenses should be posted to office cost etc. If you are overspending in the current period because you have surplus accumulated from the previous years, current period deficit will be added to your accumulated surplus decreasing it.

Further Resources
· Accounting Manual prepared by OCLA, is a useful resource and has been reviewed by Welch LLP.
· Recording of the LiRN Accounting FAQ session:  
· https://youtu.be/uhDdOmd5uGI

· Please send any follow-up Questions after you have reviewed this PP to admin@lirn.ca
· Next Accounting Webinar Topic:
· Payroll, CRA deductions, Vacation time, COLA annual increases.
· Tuesday, January 23, 2024 @ 11 am EST
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