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Understanding which funds qualify as major funds is essential for accurate financial
reporting, regulatory compliance, and transparent disclosure to investors. Proper
classification ensures that financial statements accurately reflect an organization’s
financial position and performance, facilitating better decision-making. In this article, we
explore the criteria, implications, and best practices for identifying and reporting major
funds, providing a comprehensive guide for accountants, auditors, and financial managers.

Defining Major Funds: An Overview

Before delving into which funds qualify as major, it is crucial to understand what
constitutes a fund within governmental or organizational accounting contexts.

What Is a Fund?
A fund is a separate accounting entity established to track specific sources of revenue,
expenditures, assets, and liabilities. Funds are used to ensure accountability for resources
designated for particular purposes.

Major vs. Non-Major Funds
Funds are classified as either major or non-major based on their relative significance.
Major funds are those that are most important to the financial statement users because of
their size or significance to the organization’s overall financial health.

Criteria for Reporting Major Funds

The determination of major funds is guided primarily by specific quantitative thresholds,
which are established by accounting standards such as the Governmental Accounting
Standards Board (GASB) in the United States. These thresholds help ensure consistency
and objectivity in reporting.

Quantitative Thresholds
A fund is considered major if it meets any of the following criteria:



Revenue Test: The total of that fund’s revenues, including amounts from external1.
sources and interfund transfers, is 10% or more of the corresponding total for all
funds of that category or type.

Expenditure/Expense Test: The total of that fund’s expenditures or expenses is2.
10% or more of the corresponding total for all funds of that category or type.

Assets and Liabilities: The fund’s assets, liabilities, or both are 10% or more of the3.
corresponding total for all funds of that category or type.

Note: These thresholds are applied separately to each category of funds (e.g.,
governmental, proprietary, fiduciary).

Qualitative Factors
Beyond quantitative measures, qualitative factors may influence whether a fund is
considered major, such as:

The fund’s importance to the organization’s overall operations.

The fund’s impact on the organization’s financial position or results of operations.

Public interest or visibility of the fund’s activities.

In some cases, a fund that narrowly misses the quantitative thresholds may still be
classified as major due to its strategic significance.

Types of Funds Typically Reported as Major

While the specific classification can vary depending on the organization, certain fund
types are more commonly reported as major due to their size and importance.

Governmental Funds
These include:

General Fund: The primary operating fund of a government, used to account for
most basic governmental activities.

Major Special Revenue Funds: Funds used for specific purposes like
transportation, public safety, or health services that meet the criteria for a major



fund.

Debt Service Funds: Funds used to service long-term debt, often considered major
if they meet thresholds.

Capital Projects Funds: Funds dedicated to construction or acquisition of major
capital assets, typically reported as major if significant in size.

Proprietary Funds
These include:

Enterprise Funds: Funds that operate like private businesses, such as utilities,
airports, or transit systems. Major enterprise funds are reported if they meet the
thresholds.

Internal Service Funds: Funds that provide services to other parts of the
organization, such as central purchasing or IT services, which may be major
depending on their size and importance.

Fiduciary Funds
These are used to report assets held in a trustee or agency capacity, such as pension trust
funds or investment funds. Major fiduciary funds are identified based on their significance
relative to total fiduciary assets.

Implications of Reporting Major Funds

Accurately identifying and reporting major funds has several critical implications:

Enhanced Transparency and Accountability
Clear reporting of major funds allows stakeholders—including taxpayers, investors, and
regulatory agencies—to understand where significant resources are allocated and how
they are managed.

Compliance with Accounting Standards
Adhering to standards such as GASB ensures organizations meet legal and professional
requirements, avoiding penalties or misstatements.



Improved Decision-Making
Decision-makers rely on accurate financial data. Highlighting major funds helps prioritize
oversight and resource allocation.

Facilitates Comparative Analysis
Standardized reporting of major funds enables comparisons across organizations and over
time.

Best Practices for Identifying and Reporting
Major Funds

To ensure proper classification and reporting, consider the following practices:

Regular Review and Reassessment
Funds’ significance can change over time. Regularly review quantitative thresholds and
qualitative factors to ensure accurate classification.

Maintain Clear Documentation
Document the rationale for classifying funds as major or non-major, including calculations
and qualitative considerations.

Use Consistent Criteria
Apply thresholds uniformly across reporting periods to ensure comparability.

Leverage Technology and Software
Utilize accounting software that can help identify funds meeting criteria automatically,
reducing errors and increasing efficiency.

Engage Stakeholders
Consult with auditors and finance professionals to validate classifications and disclosures.

Conclusion

Determining which funds should be reported as major funds is a vital component of sound



financial reporting. By applying quantitative thresholds based on revenue, expenditures,
assets, and liabilities—along with qualitative considerations—organizations can accurately
identify their most significant funds. Proper classification enhances transparency,
compliance, and decision-making, ultimately fostering trust with stakeholders and
ensuring accountability.

In summary, funds that meet or exceed the established thresholds in revenue,
expenditures, or assets and liabilities should be reported as major funds. Regular reviews,
thorough documentation, and adherence to standards like GASB guidelines are essential
practices for effective financial management. Whether managing governmental,
proprietary, or fiduciary funds, understanding the criteria for major funds is fundamental
to achieving accurate and meaningful financial disclosures.

Frequently Asked Questions

What criteria determine whether a fund should be
reported as a major fund?
A fund is typically reported as a major fund if it constitutes a significant portion of the
reporting entity's total assets, liabilities, revenues, or expenditures, usually meeting
specific quantitative thresholds such as 10% of total government-wide activities.

How do you identify major funds based on financial
statement data?
Major funds are identified by analyzing their relative size compared to the total of all
funds, focusing on metrics like assets, liabilities, revenues, and expenditures, and applying
established thresholds to determine significance.

Are all governmental funds automatically considered
major funds?
No, not all governmental funds are automatically considered major. Only those that meet
the size thresholds based on their financial activity are reported as major funds; smaller
funds are combined or reported as non-major funds.

What role do qualitative factors play in determining
major funds?
Qualitative factors, such as the fund's importance to the community or the nature of its
activities, can influence the designation of a major fund, especially if quantitative
thresholds are borderline or not fully representative.



Can a fund be considered major in one reporting period
but not in another?
Yes, a fund's status as a major fund can change over time depending on its financial
activity relative to other funds, necessitating re-evaluation at each reporting period.

How does the reporting of major funds impact financial
statement presentation?
Designating funds as major ensures they are presented separately in the financial
statements, providing clearer insight into the most significant financial activities of the
reporting entity.

What are the common thresholds used to identify major
funds?
Common thresholds include a fund's total assets, liabilities, revenues, or expenditures
being at least 10% of the corresponding total for all funds, and sometimes at least 5% of
the total for a specific category.

Is the designation of major funds governed by
accounting standards?
Yes, standards such as the GASB (Governmental Accounting Standards Board) Statement
No. 34 provide guidance on identifying and reporting major funds based on quantitative
and qualitative criteria.

Why is it important to accurately identify and report
major funds?
Accurately reporting major funds enhances transparency, accountability, and provides
stakeholders with a clear understanding of the most significant financial activities and
resources of the government or organization.

What steps should be taken if a fund previously
reported as major no longer meets the criteria?
The fund should be re-evaluated, and if it no longer qualifies as a major fund, it should be
combined with other non-major funds or reported collectively, with proper disclosure in
the financial statements.

Additional Resources
Major Funds Reporting: An Expert Guide to Identifying the Right Funds to Highlight



In the realm of financial reporting and fund management, clarity and precision are
paramount. When preparing financial statements, one critical decision revolves around
identifying which funds should be classified as Major Funds. This classification influences
transparency, stakeholder understanding, and compliance with accounting standards. But
what criteria determine whether a fund qualifies as major? How do organizations decide
which funds deserve prominent reporting status? This article delves deeply into these
questions, providing a comprehensive guide to understanding Based On This Information,
Which Funds Should Be Reported As Major Funds?, with insights grounded in industry
standards, best practices, and expert analysis.

---

Understanding the Concept of Major Funds

Before exploring the criteria, it's essential to grasp what constitutes a Major Fund. In the
context of governmental and nonprofit accounting, a major fund is typically a fund that is
of significant financial importance to the organization. It provides a clear, comprehensive
view of the organization’s financial position and activities, serving as a primary reporting
unit.

Major Funds are distinguished from non-major funds, which are often aggregated or
disclosed in the notes to the financial statements due to their minor significance. Proper
identification ensures that users of financial statements—such as board members, donors,
regulators, and auditors—get an accurate understanding of the entity’s financial health.

---

Criteria for Reporting Funds as Major

Determining which funds are major involves applying specific quantitative and qualitative
criteria. Both standards, such as the Governmental Accounting Standards Board (GASB)
standards for government entities or the Financial Accounting Standards Board (FASB) for
nonprofits and corporations, provide guidance.

Quantitative Criteria

Quantitative thresholds are the primary tools for assessing the significance of a fund.
These thresholds are usually based on the proportion of total assets, revenues, or
expenditures.

Common quantitative criteria include:

- Assets Test:
A fund is considered major if its total assets are greater than 10% of the total assets of all
funds combined.



- Revenues Test:
If a fund's revenues (including taxes, grants, or other income) exceed 10% of the total
revenues of all funds, it qualifies as major.

- Expenditures or Expenses Test:
Funds with expenditures or expenses exceeding 10% of the total for all funds are also
classified as major.

Note:
These thresholds are not rigid; organizations may adjust them based on context or specific
standards, but the 10% rule is a common starting point.

Qualitative Criteria

While quantitative measures are objective, qualitative factors influence the decision:

- Fund's significance to the organization’s operations:
If a fund supports core programs or strategic initiatives, it may be deemed major
regardless of size.

- User reliance:
If stakeholders rely heavily on a particular fund’s data, it warrants major status.

- Legal or regulatory considerations:
Certain funds may be mandated as major due to legal requirements or external oversight.

Summary of Key Criteria:

| Criterion | Threshold / Consideration | Purpose |
|----------------------------|----------------------------------------------|------------------------------------------------------------
--|
| Assets | >10% of total assets | Significance of the fund's total assets |
| Revenues | >10% of total revenues | Impact on overall revenue picture |
| Expenditures | >10% of total expenditures | Reflects the fund’s operational weight |
| Strategic importance | Core program support or stakeholder reliance | Qualitative
importance beyond quantitative measures |

---

Applying the Criteria: Step-by-Step Approach

To identify which funds should be reported as major, organizations typically follow a
systematic approach:

Step 1: Gather Comprehensive Data

Collect detailed financial data for all funds, including:

- Total assets



- Total revenues
- Total expenditures
- Qualitative factors (program importance, stakeholder reliance)

Step 2: Calculate Fund Proportions

For each fund, calculate:

- Percentage of total assets
- Percentage of total revenues
- Percentage of total expenditures

Step 3: Apply Quantitative Thresholds

Compare each fund’s proportions to the established thresholds:

- Funds exceeding 10% in any of the above categories are strong candidates for major
status.

Step 4: Consider Qualitative Factors

Evaluate whether any smaller funds are critical due to strategic, operational, or
compliance reasons.

Step 5: Make Final Determinations

Based on the combined quantitative and qualitative analysis, classify funds as major or
non-major. It’s common practice to designate all funds exceeding thresholds as major
unless justified otherwise.

---

Examples of Major Funds Identification

To better illustrate, consider the following hypothetical scenario:

Organization XYZ has the following funds:

| Fund Name | Assets ($ millions) | Revenues ($ millions) | Expenditures ($ millions) |
Comments |
|---------------------|---------------------|------------------------|---------------------------|---------------------------------------
-|
| General Fund | 50 | 20 | 15 | Core operations; exceeds thresholds |
| Capital Projects | 5 | 2 | 1 | Smaller, but strategic importance |
| Grant Fund | 8 | 9 | 8 | Significant revenue; borderline |
| Endowment Fund | 30 | 0 | 0 | Large assets but no activity impact |

Analysis:



- General Fund: Assets (50/93 total ≈ 53.8%), Revenues (20/31 ≈ 64.5%), Expenditures
(15/24 ≈ 62.5%) – all well above 10%, so it’s a major fund.

- Capital Projects: Assets (5/93 ≈ 5.4%) – below threshold, but strategic importance could
warrant inclusion as major.

- Grant Fund: Revenues (9/31 ≈ 29%), Expenditures (8/24 ≈ 33%) – exceeds 10%
thresholds, so it qualifies.

- Endowment Fund: Assets (30/93 ≈ 32%), but no activity, so it may be classified as major
due to assets but could be considered differently based on qualitative factors.

Conclusion:
In this scenario, the General Fund and Grant Fund are clearly major. The Capital Projects
Fund might be considered major if its strategic importance is high.

---

Special Considerations in Major Fund Reporting

While the above criteria provide a robust framework, certain nuances influence the final
decision:

1. Consistency in Classification

Organizations should maintain consistent classification methods across reporting periods
to ensure comparability.

2. Multiple Criteria Application

Sometimes, a fund may not meet all thresholds but is still considered major due to
qualitative factors. Conversely, a fund meeting quantitative thresholds might not be
classified as major if it’s deemed insignificant in context.

3. Disclosure Requirements

Even non-major funds may require disclosure in the notes to the financial statements if
their omission could influence user understanding.

---

Implications of Proper Major Fund Identification

Correctly identifying major funds impacts:

- Financial statement clarity:



Major funds are presented separately for transparency.

- Auditor assessments:
Accurate classification supports audit procedures and findings.

- Stakeholder decision-making:
Clear presentation of significant funds aids stakeholders in understanding financial health.

- Regulatory compliance:
Ensures adherence to applicable accounting standards (e.g., GASB Statement No. 34,
FASB standards).

---

Conclusion: Making the Right Choice

Based On This Information, Which Funds Should Be Reported As Major Funds? The
answer hinges on a careful blend of quantitative thresholds and qualitative judgment.
Funds that constitute a significant portion of an organization’s total assets, revenues, or
expenditures—typically exceeding 10% thresholds—are strong candidates for major
classification. However, qualitative factors such as strategic importance, stakeholder
reliance, and legal requirements can influence the decision.

Organizations aiming for transparent, compliant, and meaningful financial reporting
should adopt a systematic approach: gather comprehensive data, apply clear thresholds,
consider qualitative aspects, and maintain consistency over time. By doing so, they ensure
that their financial statements accurately reflect the organization’s core financial activities
and provide stakeholders with the clarity necessary for informed decision-making.

---

In essence, the key to identifying major funds lies in evaluating both the quantitative
significance and the qualitative importance of each fund, ensuring the organization’s
financial picture is portrayed with transparency, accuracy, and integrity.
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