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When managing governmental financial statements, accurately recording transactions through
journal entries is essential for transparency, compliance, and effective financial management.
Specifically, understanding how to prepare journal entries for transactions in the Capital Projects Fund
and the Government-wide financial statements ensures proper classification, reporting, and analysis.
This comprehensive guide walks you through the steps, principles, and example entries necessary to
record typical transactions in these two key financial reporting areas.

---

Understanding the Capital Projects Fund and
Government-wide Financial Statements

Before delving into specific journal entries, it is important to grasp the distinctions between the
Capital Projects Fund and the Government-wide financial statements.

Capital Projects Fund

Is a major fund type used to account for financial resources that are restricted, committed, or
assigned to expenditure for capital outlays.

Focuses on the inflows and outflows of resources related to capital projects, such as
construction or acquisition of infrastructure, buildings, and equipment.

Uses modified accrual basis of accounting, recognizing revenues when measurable and
available, and expenditures when incurred.

Government-wide Financial Statements

Present the overall financial position and activities of the government on an accrual basis
similar to private sector accounting.

Include the statement of net position and statement of activities.



Record capital assets, long-term debt, and depreciation, providing a comprehensive view of the
government's financial health.

---

Key Principles for Recording Transactions
To prepare accurate journal entries, several principles should be followed:

Fund vs. Government-wide Reporting: Understand which fund or statement the transaction1.
belongs to.

Basis of Accounting: Modified accrual for the Capital Projects Fund; full accrual for2.
government-wide statements.

Revenue Recognition: Recognize revenues when measurable and available (fund level), and3.
when earned (government-wide).

Capital Asset Recognition: Record capital assets and related depreciation at the4.
government-wide level.

Liability Recognition: Record liabilities when incurred, including bonds payable and other5.
long-term obligations.

---

Common Transactions and Their Journal Entries

This section covers typical transactions encountered in government capital projects, along with their
corresponding journal entries for both the Capital Projects Fund and the Government-wide financial
statements.

1. Receiving Revenue for Capital Projects
When the government receives grants, taxes, or other revenues restricted for capital projects:

In the Capital Projects Fund:

Debit: Cash or other assets
Credit: Revenues (e.g., Grants Revenue)



In the Government-wide Statements:

No entry is recorded at this stage because revenue recognition occurs when
earned and measurable, often upon expenditure or project completion. However,
if revenue is recognized upon receipt, then similar to the fund level:

Debit: Cash
Credit: Grants Revenue

2. Appropriating Funds for a Capital Project
When the governing body approves a budget:

Fund Level:

No journal entry is required at this stage; the appropriation is disclosed in
the budgetary accounts.

3. Issuance of Bonds or Long-term Debt
When bonds are issued to finance the project:

In the Capital Projects Fund:

Debit: Cash
Credit: Bonds Payable (or other long-term debt)

In the Government-wide Statements:

Debit: Cash
Credit: Bonds Payable

Note: In some cases, bond premiums or discounts are also recorded.



4. Expenditure for Capital Project
When funds are spent on capital assets:

In the Capital Projects Fund:

Debit: Encumbrances or Expenditures
Credit: Cash or Accounts Payable

In the Government-wide Statements:

Debit: Capital Assets
Credit: Cash or Accounts Payable

This reflects the acquisition of a capital asset at full accrual basis, including any related costs.

5. Recognizing Depreciation
At year-end, depreciation expense is recorded to allocate the cost of capital assets over their useful
lives:

In the Government-wide Statements:

Debit: Depreciation Expense
Credit: Accumulated Depreciation

Note: Depreciation is not recorded in the Capital Projects Fund because it uses modified accrual basis.

6. Progress Payments and Contract Payments
When making progress payments to contractors:

In the Capital Projects Fund:

Debit: Expenditures
Credit: Cash



In the Government-wide Statements:

Debit: Capital Assets (for completed or partially completed assets)
Credit: Cash

---

Specific Examples of Journal Entries

To illustrate the principles, here are detailed examples of common transactions:

Example 1: Grant Revenue Received for Capital Projects

Suppose a city receives a $500,000 federal grant designated for a new park development.

In the Capital Projects Fund:1.

Debit: Cash $500,000
Credit: Revenue - Grants $500,000

In the Government-wide Financial Statements:1.

No entry upon receipt; revenue is recognized when earned or when expenditures
are made.

Example 2: Bonds Issued to Finance Construction

A city issues $10 million in bonds to fund infrastructure.

In the Capital Projects Fund:1.

Debit: Cash $10,000,000
Credit: Bonds Payable $10,000,000



In the Government-wide Financial Statements:1.

Debit: Cash $10,000,000
Credit: Bonds Payable $10,000,000

Example 3: Expenditure on a Capital Asset

The city spends $2 million on constructing a new library.

In the Capital Projects Fund:1.

Debit: Expenditures - Capital Outlay $2,000,000
Credit: Cash or Accounts Payable $2,000,000

In the Government-wide Statements:1.

Debit: Capital Assets - Library $2,000,000
Credit: Cash or Accounts Payable $2,000,000

Example 4: Recording Depreciation

At year-end, the new library depreciates by $100,000.

In the Government-wide Statements:1.

Debit: Depreciation Expense $100,000
Credit: Accumulated Depreciation - Library $100,000

Note: No depreciation entry is made in the Capital Projects Fund.

---



Additional Considerations for Accurate Recording

When preparing journal entries, keep in mind these important aspects:

Matching Revenues and Expenses: Ensure revenues are recognized when measurable and
available, and expenses when incurred.

Capitalization Thresholds: Only capitalize assets exceeding certain thresholds, as per policy.

Interfund Transactions: Record any interfund loans or transfers appropriately to avoid double
counting.

Disclosures: Adequately disclose commitments, contingencies, or restrictions related to capital
projects.

---

Conclusion

Accurately preparing journal entries for transactions in the Capital Projects Fund and the Government-
wide financial statements is fundamental to transparent government accounting. It requires
understanding the nature of each transaction, the applicable basis of accounting, and the appropriate
classification of accounts. By following the principles and examples outlined in this guide, accountants
and financial managers can ensure that the financial statements reflect an accurate and compliant
picture of the government’s financial activities related to capital projects. Regularly reviewing and
updating journal entries as projects progress and transactions occur will help maintain the integrity

Frequently Asked Questions

What is the purpose of preparing journal entries in the Capital
Projects Fund?
The purpose is to accurately record financial transactions related to capital project activities, ensuring
proper tracking, accountability, and compliance with accounting standards in both the Capital Projects
Fund and the government-wide statements.

How do you record bond proceeds received for a capital
project in the Capital Projects Fund?
Debit Cash and credit Bonds Payable (or appropriate liability account) to record the receipt of bond
proceeds intended for capital projects.



What journal entry is made when a capital project
expenditure is incurred and paid in the Capital Projects Fund?
Debit Capital Projects Expenditures and credit Cash to record the payment for the project
expenditure.

How are interest expenditures on bonds reported in the
government-wide financial statements?
Interest expenditures are capitalized as part of the project cost if they are directly attributable to
construction; otherwise, they are expensed in the period incurred and disclosed accordingly.

When a capital asset is completed and transferred from the
Capital Projects Fund to the Governmental Activities, what
journal entries are necessary?
Debit Capital Assets (at cost) in the government-wide statements and credit the Capital Projects Fund
expenditures to close out the project; record any resulting gain or loss if applicable.

How should interfund transfers related to capital projects be
recorded?
Record a debit to the Capital Projects Fund and a credit to the General Fund or other relevant fund to
reflect transfer of resources for project funding.

What is the treatment of depreciation on capital assets in the
government-wide financial statements?
Depreciation is recorded annually in the government-wide statements to allocate the cost of capital
assets over their useful lives, but it is not recorded in the Capital Projects Fund.

How do you record the disposal of a capital asset in the
government-wide statements?
Debit Accumulated Depreciation and credit the asset account for the asset’s book value; record any
gain or loss on disposal in the statement of activities.

What are the key differences between journal entries in the
Capital Projects Fund and the government-wide financial
statements?
The Capital Projects Fund records inflows and outflows of financial resources, while the government-
wide statements capitalize assets and record depreciation, providing a broader view of the
governmental activities’ financial position.
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Understanding how to properly prepare journal entries for transactions in the Capital Projects Fund
and the Government-wide financial statements is essential for accountants, auditors, and government
finance professionals. These entries ensure that financial reports accurately reflect the government's
activities, resources, and obligations related to capital projects. In this guide, we will explore the
fundamental principles, typical transactions, and step-by-step procedures to record these transactions
correctly in both the Capital Projects Fund and the Government-wide financial statements.

---

Introduction to Capital Projects Fund and Government-wide Financial Statements

Before diving into specific journal entries, it is important to distinguish between the two reporting
entities:

- Capital Projects Fund: A governmental fund used to account for financial resources that are
restricted, committed, or assigned to expenditure for capital outlays (e.g., constructing a new school,
road, or building). It focuses on current financial resources and their uses.

- Government-wide Financial Statements: These provide a consolidated view of the government’s
overall financial position and activities, including all capital assets, long-term debt, and infrastructure,
presented on an accrual basis similar to private sector accounting.

While the Capital Projects Fund emphasizes current-year inflows and outflows, the Government-wide
statements reflect the full economic resources and obligations, including depreciation and long-term
liabilities.

---

Key Concepts and Principles

1. Modified Accrual vs. Full Accrual Accounting

- Governmental Funds (Capital Projects Fund): Use modified accrual basis—revenues are recognized
when measurable and available; expenditures are recognized when incurred.

- Government-wide (Full Accrual Basis): Use full accrual—revenues are recognized when earned;
expenses are recognized when incurred.

2. Capital Assets and Infrastructure

- Capital assets (e.g., buildings, roads) are recorded at historical cost in the government-wide
statements, and depreciation expense is recognized over their useful lives.

3. Long-term Liabilities

- Bonds payable or other long-term obligations related to capital projects are reported in the



government-wide financial statements, but not in the Capital Projects Fund.

---

Typical Transactions and Corresponding Journal Entries

Let’s now explore common transactions associated with capital projects, illustrating how to record
each in both the Capital Projects Fund and the Government-wide statements.

---

1. Recording Budgeted Revenues and Expenditures

Scenario: The government receives a $5 million transfer from the general fund to the Capital Projects
Fund for a new city hall project.

In the Capital Projects Fund:

- Debit: Cash (or Due from other funds) — $5,000,000
- Credit: Other financing sources — $5,000,000

Note: Since this is a transfer, it is recorded as other financing sources, not revenue.

In the Government-wide:

- No entry is made at this point because this is a fund-level transaction.

---

2. Recording Purchase of Capital Assets

Scenario: The government constructs a new bridge, incurring $3 million in construction costs paid via
the Capital Projects Fund.

In the Capital Projects Fund:

- Debit: Expenditures—Capital Outlay — $3,000,000
- Credit: Cash — $3,000,000

(This reflects the expenditure when paid)

In the Government-wide:

- When construction is completed, record the capital asset:

- Debit: Infrastructure (or Capital Assets) — $3,000,000
- Credit: Construction in Progress (or similar account) — $3,000,000

- Upon project completion, transfer the asset from Construction in Progress to the appropriate asset
category, and recognize depreciation as applicable.



---

3. Recognizing Revenue for Grants or Donations

Scenario: The government receives a $1 million federal grant designated for a specific capital project.

In the Capital Projects Fund:

- Debit: Cash — $1,000,000
- Credit: Revenues — Grants — $1,000,000

In the Government-wide:

- Recognize revenue when earned (typically when the grant is received or when conditions are met):

- Debit: Cash — $1,000,000
- Credit: Grants Revenue — $1,000,000

- Note: For conditional grants, revenue recognition depends on meeting specific conditions.

---

4. Recording Long-term Debt Issuance

Scenario: The government issues bonds to finance a large infrastructure project, receiving $10
million.

In the Capital Projects Fund:

- Debit: Cash — $10,000,000
- Credit: Other financing sources—Bond proceeds — $10,000,000

In the Government-wide:

- Record the liability:

- Debit: Cash — $10,000,000
- Credit: Bonds payable — $10,000,000

---

5. Repayment of Bonds and Debt Service

Scenario: The government makes a $500,000 debt payment for bonds issued.

In the Capital Projects Fund:

- Debit: Expenditures—Debt Service — $500,000
- Credit: Cash — $500,000

In the Government-wide:



- When debt payments are made:

- Debit: Bonds payable — $500,000
- Credit: Cash — $500,000

---

6. Recording Depreciation of Capital Assets

Scenario: After project completion, the infrastructure has a useful life of 50 years; annual depreciation
is $60,000.

In the Government-wide:

- Debit: Depreciation Expense — $60,000
- Credit: Accumulated Depreciation — Infrastructure — $60,000

(Note: Depreciation is not recorded in the Capital Projects Fund, as it operates on the modified accrual
basis)

---

Special Considerations and Adjustments

1. Interfund Transfers and Eliminations

- Transfers between funds need to be carefully recorded to avoid double counting in government-wide
statements. Eliminations are performed during consolidation.

2. Infrastructure and Capital Asset Recognition

- Only assets constructed or acquired with governmental funds are capitalized in the government-
wide statements.
- Capital assets are not reported in the fund financial statements but are in the government-wide
reports.

3. Timing Differences

- Recognize revenues and expenditures in the Capital Projects Fund when measurable and available.
- Recognize assets, liabilities, and depreciation in the government-wide financial statements as they
occur.

---

Step-by-Step Summary for Preparing Journal Entries

1. Identify the transaction type (revenue, expenditure, asset purchase, debt issuance, etc.).

2. Determine the appropriate fund (Capital Projects Fund or Government-wide).

3. Apply the accounting basis (modified accrual for funds, full accrual for government-wide).



4. Record the transaction in the fund:

- Revenues: when measurable and available.
- Expenditures: when incurred or paid.
- Other financing sources/uses: for transfers and debt proceeds.

5. Record the transaction in the government-wide:

- Assets: when acquired or constructed.
- Liabilities: when incurred.
- Revenues: when earned.
- Expenses: including depreciation.

6. Perform eliminations during consolidation to avoid double counting, especially for interfund
transactions and balances.

---

Conclusion

Preparing journal entries for transactions in the Capital Projects Fund and the Government-wide
statements requires a clear understanding of the different accounting bases, the nature of the
transactions, and the reporting objectives. The Capital Projects Fund captures short-term financial
activities related to capital outlays, while the Government-wide financial statements present a
comprehensive view of the government’s assets, liabilities, and net position using full accrual
accounting.

By systematically analyzing each transaction and applying the appropriate rules, accountants can
ensure accurate and consistent financial reporting that meets governmental accounting standards.
This process enhances transparency, accountability, and informed decision-making for stakeholders
and policymakers alike.

---

Remember: Always consider the timing, basis of accounting, and whether the transaction affects
current resources or long-term assets and liabilities when preparing journal entries for government
financial statements.
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