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HURICIPAL BUDGVT I BUDGET ACCOUNTING

IF”RDDUCTION

HMuch has been said about budgets and budgeting during
this period of rapidly mounting costs and taxes, which are
‘éue to increasing demands on public corporations for ser-
vices. Wost people have a vague idoa that the budget 1s a
means of 1imiting the expgnditures of an organization, so
guite naturally it has become very popular in the public'
miﬁd.k

To clear up any misconcaption as to the meaning of the
term, budget, and @speéially as it pertains to the subject
under discussion, the writer will quote from eminent aﬁthori—
ties on municipal budgets. HNr. Buck says, "The budget 1s a
complete plan of proposed expenditures and means of financ-
ing them for a definite period."l In this‘definition the
budget is referrcd to as a financial plan or program for the
clty to follow over u definite poriod of time. MNr. NcKinsey's
definition covers essentially the same thing a little more in
detall. He sgys; A Hunicipel budget is a statément of estima-
ted revenues and estimated expeﬁditures of a city, for a cer-
tain period of time, set forth in such form, end supported by

such data, as to show 1ts financial needs and revenue possi-

1. A. B. Buck, "Hunicipal Budgets and Budget Making," p. 1.
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7§ilities.“2 However, & more complete definition of the bud-
get in both iig broad and narrow sense is glven by HMr. lorey.
"The fbudget‘,/in its broad sense, is & fiscal document ex-
hibiting the estimated and acbtual revenues and expenditures
vcf pfevious periods, the'progosad,appropriations for expendi-
tures for the succeedlnyg period or periods, and the proposed
sources of'revanug to meet those approprilations. In 1ts
nayrbw-sense, as an accounting document of a given period,
the budgét is o statement of the cstimated rovenues for that
period, and of the épyfopriéﬁions"mada fror those rGVGnues;"s
From the above definitions it is cleériy seen that the
budget impiies a great deal more than the limltatlon of eox-
penditures. It includes tﬁe proposed sources of revenue to
meot the proposed appropriations for expenditures, and as a
basis for these estimates the actual revenues and expendi-
tures of previous periods, It 1s, therefore, a financial
program, which, after approval and adoption, becomes a2 gulde
and means of controlling the financial activities of the
government. It is a source of information to the public as
to financial matters, and_finally serves as a basis for the

accoﬁnting system.

2. R. Emmett Taylor, "Hunicipal Budget Making,"
_ Foreward by J. 0. ¥cKinsey, p. 6.
3+ Lloyd lorey, "Introduction to Governmental Accounting,"
p. 1%. ’
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- From the above discﬁssionvit can readily be seen that
'7if properly made up &n&vcarfiéd‘out; the Pbudget bocomes a
very important part in the finsncial activities of the city
gé&ernmenﬁ. ¥r. Buck sﬁys, “The budget systom, when proper—
1y understood and applied, ramifies through the vhole struc-
ture of the\eity goverﬁment.“4 Aecording to Hr. Eggleston,
"Ho éxpéﬁieﬁt for controlling tha‘finénces of a clty has
been found more sabisfactory than a properly made budgot."s

Very’little has baen written.concerning the municipal
budget, and mosﬁkof what hes been wribten has consisted of
how to make a budget. A few writers have shown the methods
of recording the budget informetion on the books, but have
saiﬁ litﬁls<or nothing‘about how the budget was made up. It
is, therefore, the purpose of the writer, first, to show
forms which will ald in making‘up the budget, and second, to
shoﬁ the accountlng procedure in carrying oul the budget
idea to’proper accountingorecords; that 1s, to tie up the
budget to the_éccountiﬁg syétem. In this study it was
disccvere@ that in ssﬁ@ cases much time had been spent in
preparing a budget, only to file it éway to be of little use

as a means of control because of not being properly tied up

4. A, E. Buck, "Municipal Budgets and Budget liaking," p. 2.
5. D. C. Eggleston, "Hunicipel Accounting," p. 54.
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with the accounting éystem, FPeeling that sufficient informa-~
tion can be found as to the budget making procedure, the writor
will touch briefly upon this, showing only some simﬁle forms,
but will place emphasis upon a sinmple, ﬁhough complete method
of accounting for the information derived from these forms.

The auditor for the League of Kansas Municlpalities has
found but few of the smeller cities of Kensus even attempting
a budget, and these few not very successfully. This has re-
sulted in many cities poing heavily in debit, due to extrava-
gant oxpenditures and poor adulnistration of the finances in
general. Those clties also<haﬁ.very poor accounting systgms,
s0 it was difficult to tell what had been ﬁoﬂe with their
funds, many illegal transactions being>£he result. In con-
sultation with afficials»cf cities of the first class where a
budget is required by law iﬁ K&nsas; some sbated that they
vere han&icap?ed by not having a complete system of accounting
‘that was simple enough to carry out the transactions of the
government Wiﬁhcut incﬁrring much expense and requiring more
clerical help.

in selecting this subject and making the sﬁudy of muni.-
cipai budgets and accounting méthods, the writer had constant-
1y in mind the situation as he‘founavit in ¥ensas. He, thore-

fore, tried to solve such problems that wore suggested to him,
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such as, making fermé that could be used in collecting and
summarizing budget information, how and by whom this informa-
tion wés to be hendled, a simple method of recording this in-
formation on the books, and a complebe method of control of
the budget accounts throughout. '

With'these @roblems in mind the most important literature
on the su%ject was reviewed, references Lo which will be made
thraughéut the thesis. The writer, thon, visited all the
cities of the first class (over 15,000 population) in Kensas,
interviewing the'éfficial, or officials,'in charge of the
budget and accounting systems, and made a first hand study of
these records and forms.’ The following cities were visited:
Topeka, Salina, Wichita, Hutchinson, coffeyville,’Parsons,
Pittsburg, Tt. Scott, Atchison, Leavenworth, and Kansas Clty,
Kensas. Utilizing the best forms and records that could be
found in these cities, and the best methods gleaned from
reading the literature on the subject, he attempted to draw
up some forms and &GVQiop a sinple system that would f£it the
nocds of the cities of Kansas. It was the purpose to make
it complete enough for the large cities, and still make it
simple cnough for the smaller cities, if certain parts were
left out. Since the requirements for cities of Kensas are

very 1llittle differenﬁ from cities in other states the lorms



| 6

and principles involved can be used in general by any city.

En’ﬁhe first chapter, thé’writer wlll show the present
status of the budgat‘and prineipal accounting records as
found in the cities of the first class In Kansas. Chapter
1T will present the proposed bgdget evolved from thils study,
show how the proposed budge% is made up, and the method of
tyiﬁg up the budget to the accounting system by control
entries. In the definition of the budget as given by Lloyd
Horey, he states that as an accounﬁing dccﬁment it has to do
with 'revenues'! and fapgrepriations.*s »A thorough discussion
of theése two divisions will therofore be made. Proper forms
a&& methods of acco&ntiag for revenues throughout will be
shown in chapter III, as well as statements that will present
the kind of information needed. A similar presentation of
appropriations will be maﬁe*iﬁ.chapter IV, and the closing
proceduée}fcr all accounts in chapter V. The final chapter
wlll contain o summary of the main principles presentéa in

the sbove study together with some important conclusions.

6. Lloyd lorey, "Introduction to Governmental Accovnting,"
» p. 17.



Chapter I

PRESERT 5TaTUS OF THEI BUDCGET AWD RBUDGHT ACCOUVTING
IH FIRST CLASS CITINS OF KANSAS

Kansas Statutes Pertaining to the Budget

| A Dudget is requirved, by law, to be made up and close-
1y adhered to by s8il ciﬁies of the flrst class in Kansas.
Quoting the entire section in the Kansas Revised Statutes,
1925, concerning the annual budget, "The board of commission-
érs chall have full authofity’over the Linancial affairs of
such c¢ity, and shall provide for the levying of taxes, and
the collection of all revénu@s and other assets, the auditing
and sebtlement of ell accounts, and make all appropriations
for the payment of 1iabilities and expenses. The fiscal
year of such clty shall begih on January 1 of each year. Ih
the month of July of each year, or as soon therealter as
practicable, sald board of commissioners shall make a care-
ful estimate of the probable revenues for the next fiscal
year and gppcrtion the same to the sevéral departments of the
eity government, including a rescrve fund of not to excesd
twenty-five thousand dollars, to be used only in case of
extradrdinary emergéncies, such és act of God or other sudden
dlsaster, which could nob have been foreseen before the
occurrence. Any unexpended portion of this reserve fund

3’?



ereated for any year shall constitute part of such reserve
fund for the next ensuing year. 8Such estimate or budget shall
be so prepared in detail as Lo the aggragaﬁe sum and -items
thereof as said board shall decm advisable. In order to en-
gble sald board to properly prepare such estimste or budget,
the heads of all depariments shell, at least thirty days be-
fore such estimate or budget is hereby required to be made,
send to the saiﬁ board estimabes of the amounts needed for the
conducﬁ; respectively, of esach department of such city for the
next ensuing fiscal year. Sucﬁ items shall be certified to by
the parties ﬁaking them, and shall specify in detail the objccts
thereol and the items required. for the respective departuments,
including = statement of each of the salaries of the officors,
employees, deputies and subordinates in each department. Iﬁ
shall be the dubty of the said board of commissioners, when
assembled for the consideration of said buﬁget,'to consider
and investigate the esabimates prepared 53 said officers, and
to hold daily sessions, if necessary, for the conslderation,
approval and adoption of said budget. After said budget shall
have been duly passed and adopted said board shall not have
the power to ingrease'the emounts fiﬁea therein beyond the
estimated revenues, unless the actual revenues shall have ex-

cecded such estimabes; and, in such event, said budget shall



not be increased beyand such actual revenues. The sums es
flxzed in sald budget shall be épyropriated after the(begin»
ning of the next ensuing fiscal year for the purpose named.
Saié baard}cf~commissiﬁnarsvahall levy taxes annually and
make provision farrsuffieient revenue to meet all contem-
plated expenses included in such bﬁdget- In case the uctuai
revenue 1is less than the estimates_in said budget, there shall
be a pro rata abatement of 2ll appropriations contained thero-
in. 'In'case of a surplus in any fiscal vear by reason of an
excess of amctual revenues received over and above the estima-
ted revenues‘an& ex?enditures for such year, the surnlus shall
be credited pro vata to the severalvfunds of said city from
Which‘said revenue is derived, ond shall be added to the
revénues avalilable for the next ensuing fiscal ysar. Any
member of saiﬂ bhoard of cammissianows who sghall lmowingly
vote for or in any manner aid or nromot@ the passage or
adopting of any ordinance, legislatlion or other act of said
board increasing th appromriatLOﬁs for the expenses of sald
eity beyond the amtimates in said budget, unless the actual
revenues shall have cxceeded such estimates, shall thereby
be guilty of misfeasance in office, and such action shall,
ipso facto, vacate his office, and any appropristion over

and above sald estimated revenues shall he null ond void
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and sald ccmmissianer‘shall be liable on his official bond
for the money so misappropriated.“l

In the city manager type of governmont the city’managor
is responsible for preparing the annual budget, which is sub-
mitted to the governing body for their approval,g aftor which
it is published in some newspaper .o | |

The clties of the secon&‘class, especially of the com-
wisslon form of govermnent, are required to make up an annual
bﬁdgat having about the same restrictions as cited for that of
the cities of the first eclass. It is prepared by the commission-
er of finsnce and revenue in July from estimates sent in a
short time previously by the heads of the departments.é

In the third class cities with commission form of Sovern-
m@ﬁt, a !commissloner of finence, rovenue, and waterworks,!
ig .elected 5y the board of commissioners from their own group,
to have special charge of the preparation of an annual budget,
and management of financeé of the city.5 In the mayor-council
form of government no bu&getiis required, and consequently no
apparent restricticns as to ezpendituﬁea are made, but limita-

tions are placed on tax levies by the state.

1. Kansas Revised Statutes 1923
2. Kansas Revised Statutes 1923
3« Kansas Revised Statutes 19023
4. Konsas Revised Stebtubes 1923
5+ Kansas Revised Stetutes 1823

Section 13-2601,
Section 12.-1014.
Section 12-1016.
Section 14-1601.
Section 15-140%,

2 I R N |
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Thus the state realizes the importance of the budget as
o meang of controlling the expenditures of the government of
all cities, and has enacted it into law.

Txperience ot Budgeting in Kansas

'~ 8ince budgets are required by law in the larger citles,
they are made up in some form or other and used as a basls
for*ﬁhe«annﬁal tax levy. But in so many cases they are not
made up g;th encugh,caré ang, consequently, the clty 1s handi-
capped by running short of funds. Sometimes one department
wlll be allotted too much while another will be cut short,
due to the fact that the estimates bturned in by department
heads are made too hurriedly and in too little detall for
the officer responsible for the budget to get an accurate
idea of the needs of the deparﬁmént. This, it scems, is
the greatest error in loosely made budgets in Kansas. Due
to the fact'that the needs of most bf the citlies reguire them
“to levy taxes to the limit allowed by law there is little dan-~
ger of their syénding much more by not using a properly made
budget, but one department with far greater nceds may be handi-
-capped by‘allowing a department with lesser néeds to spend
more than its share of the funds.

Very little could‘be feund‘concerning the method of mak-
ing up the budget in cities of Kansés‘ It seems that they fol-
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law'theireqﬁifemﬁnts of the law that'estimates be mede up by
deyartmant heads, vwho make up these estimatea from past estim-
ates or eﬁpendi@ures‘ However, .these estimates are loosely
made in some cases due to lack of agequate forms upon which to
maka themn, bﬁt mcstly in commission form of government to the
fact that the respeﬁsibiiity for making up the budget 1s dl-
vided among the different commissioners. There is a tendency
here for each commissioner to ask.for~all he can get so as to
make a better showing in his depértment. 0f course the com-
miSsioner of finance haé charge of preparing the budget,s but
since he,ﬁeets together with the other commissloners as a board
to review the estimates end adopt the budget, he cannot be held
1ndiviéualiy‘réspsnsibla for either the making or the executlon
of it. Halidng one person respensibie for the budget as in the
city manager plan of government is the better way. Salina,
‘Atchison, and ﬁiehiﬁa have,tﬁis form of government and the clty
manaéey makes up thefbudget‘v.fhe advantage of different types
of organization will be brought out in chapter II.

Sone Important Lccounting Records and Reéorts

In the following table will be shown some important ltems

of interest concerning the budget and budget accounts in the

first class citles of Kansas.

6. Ransas Revised Statutes 1923 - Section 13-1808.
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‘ ~ Table I,

' ‘ Voucher warrant Combined Inv'ty Publlished Hecords

City ~ Register Reg. Voucher & Record Reports kept by
Wte Reg» - (annual)

Topeka ' Yes Treas. : Yea  Yes-booklet Audltor
Salina Yes Treas. o  Yes-booklet Clerk
Wichita Yes Troas. o Yos-booklet Auditor
Hutchingon - Yes o Hlo Clerk
Coifeyville. Treas. Yes Ho o Clerk
Parsons : Yes Yes Yes Auditor
Pittsburg , Yes Yes Ho Auditor
Fort Scott ~ Yes “Ho Yes Clerk
Atchison ‘ - Yes o Yos-booklet Clerk
Leavenworth Yes ? - Yes fio Auditor

Kansasg City Yes Troas. o Yes  Yes-booklet Auditor

By law, no cleims againét the eity cén be allowed unléss
a vbucher is made éﬁﬁ,sWOrn'to by/the'claimant. "A1l claims
against the city must ﬁé~prasented‘in writing with a full
account of the items, and ?erifie& by oath of the claimant or
his angent ﬁhaﬁ the same 1is coéreét, reasonable, and just, and
no claim or demand gﬁall be auditqﬁ or allowed unless presented
and verified as provided in this sectlon.”? Also by law 1t is
g part of t&a duty of the auditor to kee? a vracord of all dis-
bursements, the cause of each, and to keep an account with each
perscg,who‘has money transactions with the city; to keep o
separate acéount of each and every appropriation made, the date

and the purpose of same, and separate sccounts with each depart-

n@nﬁ,s
. Q3

7. Kansas Revised Statutes 1925 - Seobtion 13-1414.
8. Kansas Revised Statubes 1923 - Soction 13-2108.
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;Sectian 1.0-804 R. S provides that "the clerk of every
city éﬁéil keep a corrsct record of all warrants dravm on the
treasury of such city, shpaing Lhe nnmbar, date and amount
thereof on what funds drawn and Lhe narme of the person or
persons to whom the sane‘ara made payable~"9

‘ Section 10-805 R S. provxdsa that the treasurer, before
counuersigning the warrants, must alse keep & similar record
of each warrant issued in a book for that purposeblo

Therefore some record must be made showing for each claim
allowed, the date, the number, the name of the payee, the
'amoﬁn@,'the object of the expenditure, the fund and department
out of which allowéd, and the date when paid. This is shown in
some cities by two'separat@ books, & voucher register and a
warrant register. Im the voucher register is kept a detailed
record of the 1igbility when allowed, snd in the warrant regis~
ter a similar recbrd.ﬁﬁen,the'warrant is issued and paid. Since
the ﬁaucher reglster is usuelly kept by the auditor or clerk,
and the warrant register by the treasurer, these records serve
as a check against each other. In other clties the auditor or

clerk keeps all this information combined into one book which,

9. Kansas Revised Statutes 1923 - Section 10-804,
10. Kansas Revised Statutes 1923 - Section 10-805.
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in this %hesis, has been styled a corbination voucher and
warrant register. This can be used very effectively where the
voucher and werrant number are thé seme. Of course even in
this case tho éreasarer-mnst keep & record of payments supported
by cancelled\%arranﬁs to present to the board of commissioners.

Aﬁ Leavenworth the vouchers are filed away until a fow days
before the commissloners mest to anthoriza their payment, at
vhich time the auditor clagsifies them sccording to department
or fund and object on a shest for that purpose. At the meeting
they are authorized, warrants written ou£ immediately and the
entry made on vhat may be celled the warrant register. This
saves entering this information twice and can be used effoctiveo-
ly where the nnmbeﬁ of vouchers ls not large. Those who pre-~
sent claims soon learn when the commissioners meet and present
their claims accordingly.

At Kansas City, Kensas, = aomﬁination order voucher form
is kept in which a fecarﬁ is made of the transaction frcm the
time an order is made until it is vouchered or becomes & resl
liabilityj, This is exceptlonally good since all encumbrances
against a fund should be recorded just the same as the actual
liasbility. ;tris expected to become one soon, so to show
the trge Btatus othhe fund as to how much remeins to be spent,

the encumbrance should be a deduction from the account in the
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appropriation ledger. When the order is vouchered and thus
becomes a reel liability the encumbrance is cancelled and the
1iability put in its place, the actual balance of the account
remaining the same, providing the estimated amount of the or-
der was exactly the same as the voucher. Any difference in
the two amounts should be reflected in the balance of the ac-
count. At Kansas City, although they keep & record of these
two together they do not carry the encumbrances dailly to the
books as a deduction fromvthealedger balances. They use it
simply as a check against the account to see 1f a balance still
remains.,. Tha daily balances can be shown by using a bookkeep-
- Ing machine with the form which will be presented in chapter
IV. None of the other cities account for encumbrances in the
ledger.

As a part of the regular duties of the auditor prescrib-
ed by statute, "The euditor shall be the general accountant of
said city, and‘shall'kegp in books regular accounts of all real,
personal and mixed property of gaid city."ll It is his busi-
ness to keep n complete inventory recdrd. In most of the
cltles some record is kept by the heads of the departments of
the tools, fixtures, equipment, end other personal property,
but only in Topeka, Parsons, Pittsburg, Leavenworth and Kansas

City, Kansas, has an attempt been made to keop a complete ro-

11, Kensas Revised Statutes 1923 - Section 13-2108.
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“cord of sll the real property as well as personal property
an&drby<the city. Some of these attempts to make an inven-
tory of the real property have been crude, since only rough
estimates wore made, but it is a start in that direction.
Accountants differ azs to whether acéaunts should be kept wiith
real properbty, or especially as to whethsr they should be
shown on the balence sheet, and if so, whether at cost, or de-
prociated vaiuaj tore will be said about this in the discus-
sion of the balance sheet. |

A'géneral requir@mﬁﬁt of all bitiss for certain pub-
lished repnrtabis made. "The Lressurer of each and every city
shallipnbiiéﬁ, or cause to be published, in some newSpaper
- publlshed in'su@h city, or iﬁ some newspapar published in the
ceunﬁy in which such c¢ity is located and having general cir-
culaticﬁ in such eciby, between ﬁhe ténth and twentieth days
of Harch, June, September and December in each year, a full
and ﬁetaile&‘atatem@nt‘qf'the recelpts, expenditurcs and lia-
bilitles of such cibty for the guarter ending on the fifteenth ’
of sald months respectively.”12 |

-Similar specifle reguirements for published quartefly o~
ports for clties of thé £irst,13 socond,l?¢ and third class 15

have beon made in earlier laws of Kansase.

12. Kensas Revised Statutes 1923 - Scction 12-1608.
13, Kansas Revised Statutes 1923 Section 13-1809,
14, Kansas Revised Statutes 1923 - Sections 14-413 and 14-1505.
15. Kansas Revised Statutes 1923 - Section 15-417,

t
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As ﬁart of the duties of the auditor of citles of the
first alasé, “At‘th@ close of the filscal year it shall be the
duby of the au&itar to meke a complete and sccurate state-
ment, ahowing in detail the financlal receimts of the city
from al; sources and the expenditures of the city for all
purposes, together with a detalled statement of the debt of
said city,anﬁrﬁhe purposges for which 1t was incurred, and all
the property of said ciﬁy and the income derived therefrom,
if any."16

In compliance with the statutes all the cities publish
some fcrm of qﬁarterly report, either in brief summary form or
a more detziled statement.

Since the annuel reyafﬁ of the au&itor is not required to
be publiahed some clty authorities do not care to go to this
expense, the report being wede up and filed with the commission-
ers for their inspection and alsoc for the inspéction of ahy
rcitizén who cares to do so, However, annual reports are pub-
lished es is shown by the above table by Topeka, Salina,
Wichita Atchisan, Kansas City, Parsons &n& Fort Scoti. The
two 1atter'cit1as publiish a summary report in the official
néwapa@ér while the other citiles publish.a booklet showing in
detail all the ‘financial ﬁrmsactions of the e¢lty and property

16. Kansas Revised Statubes 1923 - Seotion 13-2108.



owmed, as well as resulbs of work accomplished in each départ-
ment. This is very commendable for, even though & majority of
the éitizen& a&,yet do not pay any attention to it, still they
have thé feeling that wvhen the acts of their public servants
can éasily be checked up thelr sctivities are above suspicion.
It is also = splendid way of interesting many citizens in the
work of the clty and therefore makes them more energetic in
the support of public policies. |

Cities of tha-first class ﬁay have an asuditor to take over
the wa§k~that wes formerly performed by the clerk. 8Six of the
cities of the first class have done this, while in the other
five the clork performs the combined duties of auditor and clerk.
The auditor is almost nacéssary in the 1afgar clties where the
ordinary dutles of the4plerk are GNOTHOUS +

In order to keep a satisfactory recoﬁd of encumbrances on
the books 1t is essentlel that the city have a central purchas-
ing agent,'ec that orders can be properly recorded as made. In
Kensas, "In all cities»aénﬁaining mnfe than fifty thousand in-
habitants,'the'mayor shall, by and with the conéent of ihe coune
cil appoinf an elector who shall be known as the city purchasing

38;{:’1"‘} u“lv N

17. Kansas Revised Statutes 1023 - Socbion 13-1454.
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. Kensas City is the only dity of the first class with coﬁ;

missimnvfarm.cf ge?e?nmaﬁt.théﬁ has a purchasing sgent. In the
city.managér'cities;'Wiﬁhita, Salina and Atchiéon,vthis function
is performe&‘by the éiﬁg‘manager‘ However, 1if theé@ is no pur-
'chasing ageat a record could be made if a requlsitlion were
first required to be mede out and sent to the auditor for audit
and record.

: The big advantage of a ceniral purdhasing agent is that
wiform forms farfrequisitions, czders, involoss, end vouchers
mgy“beihad. and responsibility for/the‘qnality and price of
goods eréereﬁ can be locabed. :

Yethods of Accounbing EOW'in Use

mast municipalitiea as y@t bave very simple nnd crude
methods of accounting. Mr. Taylor divides the different
| methods of accountiﬁg as used by eitiés into three classes.

"1. & simple record of the amount of cash received and
the émount,of cash gaia oub . |

"2, The use of journals and ledgers in addition to the
cash book, in which a record of the real accounts is kept by
the use Qf the single entry. This method makes pbssible the
preparation of a balsnce sheet.

"3. The use of the double entry with a record of‘nbminal,

revenua , and expense accounts, which provides for an internal
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éheck and makes possible the preparaﬁign of @ statement of pro-
£it ond loss,"18 |
; in municipal aecounting, préfii and loss accounbs are sel- -
"aoﬁ kepﬁ, except in accounts with an enterprise that 1is estabe
lished for profit or to pay its own Waﬁ, ez e manicipal water |
- works, ete;’ But the use of the double enﬁry‘is ebsolutely
essential if the accounting system is to be compléte. Also
'tﬁa only‘proger'methad is to keep the accounts on an accrual
"basis. Actuailfevenuasvare accruaé and ezpense liagbllities

inéurred whether or not eésh isvrcceivea or paid. To show

the true finanaial poaition of the city, the accrued and de-

fe?réa‘items and aecaunté r@¢eiv&b1es and payables must be
represented. Argnﬁgnts for‘this will be brought out in tho
~ceuciuding chayter@

In accounting methods used, a-gréat'mény of the smaller
cities of Kensas fall into the firsﬁ‘clags étaﬁed above, that
is, the cash baéia;j The cities of the first class of Kansas
use the sccond method mostly, elthough the double entry is
melding some prcgress. Leavenworth has the most complete double
entry'system, arl Kansas CityihaS'an excellent method of cone-
trol over the transactions where such a large number are in-
volved. The Kansaé«city offficials intend to keep their books

on the accrual basis as ssdn'aslthEy get e bookkeeping machine,

18. R. Emmett‘Taylor, "HMuniecipal Bﬁdget‘ﬁaking,“ p. 41.
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vhich is guite necessary where a great number of ltems occur.
However, the complete déuhle:entry systen could be spplied in
all the cities of Kansas with the péssible exception of Kansas
City, Wichita, and ?opeka,'withoutVtha uge of a bookkeeping
machineg wiﬁh-very'littie extra effort.

In no other city excepting Leavenworth were controlling
entriea’mad@ through the jeurnal and ledger for estimasted reven-
ues as well as estimated apprapriations, the two major divi-
gions of the budget. It is gquite necessary that these be
cérriéd with accruals offsetting them if the double entry
system 1s to be complete. If there is any argument for tho
&Qublé énﬁrg‘éystem‘at all, the argusment should carry through
for having it complete in all respechts, and especially as 1t
applies to the budget‘\

Several different forms of ledgers, journals, and cash
books were found, the most useful of which will be incorporated
in the accounting forms in laﬁer'chapters. Many good bond
registers were found, those st Pittsburg and Kansas City being
among the best. Since this thesis will not include a dis-
cugsion of bond registers, only passing mention of them will
be made. o |

The abeve ia the status ih which one would {ind the most

important items pertaining to the budget and the accounting for



the same in the cities of the first class of Kansas. With

the officials regponsible for these records, in most cases,
well trained and open to sxxggestions, and thé research that

is belng made in this field, one may feel that a great change
will goon be made In the budget and budget accounting procedure

in RKansas.




Chapter II
THE PROPOSED BUDGET AND BUDGET ACCOUNTS

~ The ﬁainuemphasis of this thesis 1s to be placed upon
the ﬁﬁ&gétffarms and budget accounts. lowever, a better
apprécia%ion of these different forms may be had, if the
methods, by vhich the proposed budget is made up, are pre=
sented. In this brief~presentaﬁion of the budgetary procedurs,
materiala'have been selecbed from the best authorities on
muﬁicipaz budget makinﬁa
The Buaget ﬁaking Orggnization

A budget system to be successiul willciepenﬁ upon a well
chosen organization to insure that the budget will bve carefully
prepared, and most important of all, that 1t will be closely
adhered to at éll times. This may depend upon a number of
factors, chief among which are: "An orderly arrangement of the
financial acﬁivities of the city, modern methods of accounting
and reporting;'proper‘supervision of personal services and the
‘purcﬁas@,of~commoditias;vaﬁd simﬁlified organization of the
'wnole gnverﬁment toifix administratbive respcﬂsibility.“l It
‘would seem, therefore, that control of the financial activities
of thé~city should be ceﬁtralized,vthat adequate accounts be
kepﬁ‘to form a basis for wise bﬁdg@timaking in the futﬁre, that

such reports be given as will convey adequate information con~ -

1. A. E. Buck, "Municipal Pudgets and Budget Making," p. L.
o 24 | |
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eerningrthﬂ wmrkingfcf the budget, ard & form of govermmental
organization sueh that rés;ansibiliﬁy can be fixed for pure
chases as well as proper a&ministrationgf 21l the activities
of the gov%rnment.shcaldAprevail«

E@ﬁofe 1900, most ciby~gevernmeﬁt3‘wera very much dige
'organized with~1ittla or no fixed responsibility.in the finan-
cial mahagementi In 1901, the commission form of government
was fiést established in Galveston, Texas, and has made a
great deal of heaéway si§ee; It»was established in Kansas in
1907, . The administrative functions of the government are
grouped into departmant&, usually five, ard & commissioner has
supervision of all the work f&lling under each department. The
financial funaticns are groupad together unﬁer one department,
thar@fcre giving greater eoordinatien among, off'icials respone-
sible few the finances, But its great weakness is in making
up and carrying oub the bﬁﬁget programe. The other four com-
| missioners being independent of the camﬁissioner'sf finence,
who ié‘uSually respansible'far making up the budget, will not
allow their departmental work to be curtailled or supervised in
the GXpﬁnditure of funda by a fellow commissioner. As a result
there is no eanﬁralizatiun S0 one person can be held responsible
for'planning and supervising the financial activities of the
city. |
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Tﬁia-ﬁefect has been remediéd,somewhat by tle city
‘ﬁmnager~farm of goverrmment estahlished in 1908 at Staunton,
Vagf_Ii wasg first establishe& in Kénsas at Wichita, aApril 17,
1917, In tﬁis plan the departmental work is carried on as
befare; but %ha fespansibilihy for the mdministration is
centered in the city manager, who is appointad by, and
respansible‘ﬁofqthe council or board of commissioners., The
finance department is made one of the most important depart
ments, and has complete authority to enforce all fiscal
regulations, collect data for budget making, and prepare the
budget for the city manager to present to the legislative body.
- Several cities have retained the old mayor-council férm
of government, and have given greater authority to the mayor,
He handles the finances very similaply to ﬁhe methods used in
the city manager fqrm,"the appavent weakness here being thabt
the maeyor is elected by, and responsible to, the people instead
df ﬁha 1egisla£ive body. -This carries out the idea of the
natiaﬁél and state govermnments in separating the executive from
“the législaﬁive functions, There is no mayor-council form of
city gévernment‘amgng4the»first class cities.of Kensas,
N Thg individuai or individuals responsible for the budget
planning dependsfupon the form of city govermment, In the

city manager and mayor-council form, the c¢ity manager and mayor,
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respectively, will do this work. The commission form is the
least sagisfactary since the commissioners pian the budget
separately and adopt it Jointly, and there is no adequate
method of enforcing the budget program. This situation is
remedied in some cities, such as New York, by having a board
of estimate, comsisting of the mayor, certain administrative
affiaers, and a representative of the council, which is the
'budg&t meking suthority. This board plans and adopts‘the
budget and the council can do nothing but accept it. In this
way & more scientific and carefully plenned hudget is the
resulbs . - |

Budget planning presupposes & budget staff agency, that ié,
some agency'tq gather the data necessary to be used as a basis
for budget planning. The agency responsible for this should be
penmanant,»insuring rggulariﬁy and uniformity, have free access
ta records cf’recéi?ﬁ§ and expenditures, and have control of
aarryiﬁg out of the pié#st. For these reasoﬂs the finance departe
ment is the most loglcal for carrying out this work, and in most
cities the head of the department of finance is directly re-
aponsible for collecting the budget data. In some cities,
however, a deputy in the finance department, is gi&en fhis
responsibility, |
Character of Budget Information

The next thing is the character of information required in
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tudget malkinge ¥r. Buck says, "In budget meking, we should
¥now four things:(1l) the work the govermnment is undertaking
to do {amctivity)s (2) the agenc& of the government that will
do this work {arganizétion unit); (3) the cést of the work
(expressed in terms of éurch&ses,‘operatién costs and results);
»anﬁ_(é)‘haw‘the‘coat is to be met (from revemues, borrowings,
,ete.}”z 4 |

If the work to be done is of a type that has been carried
on in the paét, the information can be collected from the
'acgounting records, but if it is a new venture, this Inform-
atien.ﬁust}ha collected from other cities that have a like
undertaking. ‘

It is also necesssry to know whebther an organization
unit already in existence can carry on the work or whether
a new'one must be created. Creation of A nBW'unit with extra
afficerhelp will necessarily entail extra expense.

It is also essential that estimates mist be made of the
costs. To do this an.gdequate cost system should be set upe.

A complete analysis 3h§u1d be made of services and commodities
gurghaséd,’of operation costs of the different divisions bf
government, and the actual results of the departmental services.

This requires the listing of the number and cost of individuals

2. he B. DGk, "Municipal Budgebs and Budgeb Waking,” p. 1ll.
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needed the b&fden expense attached, snd the arrangement of
these 1tems s0 that the unit ccst and the cost of operation
can be found. Per capita costs is being used o a great
extent to campare thé efficiency of one department or service
with.aﬁother,, The total cosﬁ 1s divided by the mumber of
individualsfserved and the per ca pita cost made known to the
public sé that the cibizens can be satisfied as to the desire
. ahility of contimiing with the service. "The per capita cost
is a sort of index of efficiency, and any material variation
calls for inveﬁtlgation.”s To have a more accurate knowledge
of what is to be done, involves a careful measure of the
results of governmental,actlvlties throughout the year., ‘This
is a new phése in budget planning that is worthy of a great
deal of study.

_ After deciding'upon the work to be done, the agency re-
spunslble for it, and the cost of the work, it is quite important
to determine the methods of meeting the costs, Theae costs may
.ﬁe meﬁ out ofyfﬁé gurrent revenues, or by borrovwing. If the
city is in gqaé~financialvcandition ard the extra eipense is
not 1arge,~it will ugse the former method. However, any program
in which the service is Bp“e&d over several years, usually

involves the latter method. "The increase of revemes brings

3. D. C. Bggleston, "Municipal Accounting,” p. 157



up the vexetioms problems of taxation. Dorrowing involves

‘such questlons as the nature of expenditures for which bonds

mey be issued, the kind of bonds, and the term of such bo'nds.'4

Glassificaticnvaf Budget Informetion

Once the character of the information has been deter-
mined, it 1s very'impo#tant that it be properly classified
so that the greatest use can be mede of it. MNr. Buck says,
'fThevp?cper'elaasificatianrof bndget information insures
unlformity in preseﬁtation;'makes for accuraéy in planning;
facilitates gatﬁering, compiling, ard reviewing; enables come
parisons to be made with past’yeafs as well as between departe
ments and ingtitutions of similaf character; arnd makes the
budgetNEasief to un&eratand when it 1s set up."5
N In classifying the above iInformation it is at once
evident that there must be an exzpenditure c¢lassification, an
| incoge’clagsificaticn ( each of which are on different sldes
of the budget} ard a fund classification, which shows the
nature of the funds of the city govermment into vhich the
ineomé goes and from which expendltures are made,

Many elaborate schemes for the classification of expendi-

tures have been devised, almost all of which have to do with

the purchases and payments made by the government. The most

4e Ao E, Buck, ”ﬁunicipal Budgets and Budget Haking,” pe l.
5. Ae E, Buck, “Budget Making," p. 39.



31
common bases of classification to be found are according to
functions, crganizatidn wnits, ohjects, character, and funds.

- In order to prépare estimates for the budget, any one of the
abc?e alassificatiens could be used, but to get an intellligent
classificatiun that is satiéfactcry for all pﬁrposés a combina-
tion of all the above bases must be taken into consideration.
This is rather difficult to do since some of them overlap and.

are somatimes confusing. However, 1f'ﬁhe city government is

. properly organized the classification can be made gquite uni-

form and complete. In this thesis the classification by Hr.
Buck will be used since 1t can be adapted readlly to any sized
city, and the forms used in chapter IV will be based upon 1it.

EXPENDITURE CLAS >1I-=:cczmom6

1GOO-SQRVIGFS~PaaSBﬂAL
#1100-Salaries and wages regular
#1200~-Salaries and wages temporary
#1300-0ther compensations

2000~8ERVICES~CONTRACTUAL
' 2100-Gommunication and transportation
#2110~Postage
#2120-Telephone and telegraph
%2130-Freight and express
#2140-Traveling expenses
- #2150-Hired horses and vehicles
2200-Subsistence, care and support
#2210-Subsistence and support of persons
#2220-Subsistence and care of animals
#2230-Storage and care of wvehicles
2300~Printing, binding and advertising»
#2310-Printing
#2320~Typewriting and mimecgraphing
. %2330-Binding

6. A. E. Buck, "Municipal Buﬂgets and Budget Making,”
Pp. 18-21.
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#2340-Advertising
#2350=-Engraving and stamping
#2360-Lithographing
#2370=-Photographing and blue-printing
#2380-Publication of notlces
Eéﬁﬁiﬁeat 1light, power and water
, wzélo-Furnlshing heat
#2420~Furnishing light end power
#2430~-Furnishing water
‘°SOO~Repairs
#2510-Repairs to equipment
#2520=~Repalrs to buildings and other structures
2600~3anitorial, eleaning and cther 3ervlces

3OGQ~GGMMODITIES
%100-Supplies .
© #3110-0ffice |
3120-Food
#3121-Food for persons
%3122«Food for animals
5100~Fuel and lubricants
#5131-Coal
#%3132~0ther fuels
' %3133~Lubrication oils
5140~Institutional
%3141-Clothing and household
#3142-Laundry and cleaning
#3143-~Refrigerating
#3144-Surgical and medical
' "#3145-General
#3150~8chool and recreationsl
#3160«Farm and dairy
#3170-Laboratory
#3180-General
Sﬁﬁaomaterials
#+3210-Building
#5220~-Road
#3230-General
3300-Repalirs
#3310-Parts of equipment
#3320-Parts of structures

4000-CURRENT CHARGES
4£100-Rents
#4110~0f bulldings and offices
5#4120-0f equipment
é?OO-Insurance
#4210-0n buildings and structures
#4220-0n stores
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4000-CURRENT CHARGES (continued)
- #4230-0n equipment
- #4240-0ff3icial bonds
+#4250-FEmployees 1liabillty
wéSOO‘Refunds awards and indemnities
%4400~Registrations and subscriptions:
wQSOO—Taxes

5000~CURRE§T GBLIGﬁTIONS
25100=Interest ‘
#5200-Pensions and retirements
#5300-Grants and subsidies

6000~PROPERTIES

Gleoorquipment
#6110-0fT1ce
#6120«Furniture and fixtures
#6130~-Instruments and apparatus
#6140-Tools
#6150=-School
#6160~Hotor vehicles
#6170-Farm -
#6180-Live stock
#6190=~General

620048ui1dings and improvements

#6210-Buildings end {ixed equipment
#6220-Walks and pavements
#6230-Sewers end drains
#6240-Roads
#6250-Bridges
#6260~Trees end shrubs

%ezoa-Lana «

7000-DEBT PAYMENTS

- #7100-Serial bonds

ﬂVZOO»Sinking fnnd lnstallments

This cl&ssifidation will permit expansion and contrac-
tion to suit the accounting requirements of any city. For
instange’pnder the different heedings of salaries, a separ-
ate account can be kﬁpt with eachKemplbyee, and will be easily
located by the code number which cen be expanded to sult the

need. Many other accounts may be left out entirely, but the
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éevéﬁ main‘headinga should be the same, and most of the
first aubheadings‘éhould be similere The starred items may
be used as account titles. If the government ig organized
so that the’ﬁifferent uﬁits and divisions will fall along
f&ncﬁianal'lines and the ébove clﬁssification is used under
each organization unlt, the essentlal information on the ex-
penditure side of the budget will be shown.‘ The classification
on the basls of functions and organization units will be made
if organized in this way, end the chepracter classification
will be brought cuﬁ, The character classifiication shows
whethor the expendituras are current, for fixeﬁ charges, for
acquisitiOn of proéertég or for capital outlay. The first four
main divisioﬁs of the above ¢lassification, namely, servicese
pcrsonal, gervicesQGnnt?actual, commodities, and current
‘charges are currantvexpenses; the last three, current obliga=-
'tioné, prépartiea,"ané debt payments, correspond respectively
to fixed charges, acquisitlion of property, and debt redemption.
Current Qxﬁanaes gnd fixed charges should be met from current
revonues. Debb p&yments are usually met from current revenues,
although they are sometimes refuﬁded,'while acquisition of
properby may be meb from cufrent revenue, specisl assessmént,
or from borrowing.

The character classification is sometimes arranged into
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less than the four groups referred to above. The three group
classification often made is, current expenses, fixed charges,
and capital outlay.’ In this the capital outlay will include
scquisition of propefty and debt redemption of the four group
classification.

Some citiesa

group them all into expenses and capital out-
lay. Expense, in this case, comprising all items of expenditure
necessarily incurred for current administr&tion, operation and
maintenance of the several deparbments; those for which the
general fund is reimbursed; and those for materials and equip-
ment‘in‘the nature of renewsls or replacements, which do not

add to the capital assets of the corpofation; Capital outlay
comprising expenditures of every character made from the general
fgnﬁ which iIncrease the caplital asselts of the corperations Day-
ton, Ghio includes any item that decreases the capital liabili-
ties, sughras debt redempbtion. Therefore, capital outlay in-
eludes on;y‘expenditures for egquipment, land, building, structe
ﬁres, etc,, which are more permanent in nature, and since these -
items will be used in fubture years this burden of expense should
be spfead out over the yeavs benefited. The current expenses

will inelude all items that are met by current revenue, those

7e Francis Oakev, "?rin. of Governmental Accounting and Ree
‘ porting,” p. 338.
8. Kalamazoo, HMichigang Dayton, Ohio.
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‘ﬁhaﬁtafe‘éfdinarily known as current expensss, as well as [ixed
fﬁhargas, and debt'fedemptian. This method of clasaificatlion 1s
vﬁhe‘éimplest~and least confusing of all, and nrobably secrves
'the_pnrpase as well as any. The main purposs of the character
claésifiaation fe?’%he budget is to éerve as an index to the
means of financing; and for accounting and reporting to reflect
éﬁy"éhanges in assets and show the actual operating expenses
f¢r~ﬁhe period. Since nearly all expenditures are met either by
curyent revenues or ssle of bonds, the classiflication neceds to
include only those two gfoups. The four group or three group
classifieétipﬁ nay be ﬁonquing since some authorities include
both the acquisitilicn of preverty and rademption of debt in
capital outlay, while others call redemption of debt a fixed
Eharga to be met by current revenue. The most confusing perhaps
are the items included in fixed charges. Hr. Morey includes
@ithin fixed charges such items as redemption of debt, interest
on funde& ﬁebé, pensions, etc, Hr. Buck includes only interecst,
pensions and retirements, grants and subsidies. Others include
besides these, such items as rent,,insﬁraﬁce, care of dependents,
‘.adVBﬁtising, etc. "By *Fixed.chayges’ is meant expendltures
which ere not required to carry on current activities bub in
respect to which the administrative and appropriation authorities

of the service have no choice of action, since they constitute
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obligations created by & previous administration which must
he met each vear. Uzemples of fixed charges in governmental
services aves inberest on bonded indebtedness, pension, and
'grants and subsidies to subordinate governmental units. L[Xe
penditures such as those for rent, texes, insurance, etc.,
should not be‘treatad as Tixed charges, even though they
represent fixed obligations, since they constitute integral
item3~of current expense and should appear under that head."9
It might be of interest in large cities bo separate fixed
chargés from the ordinary deparimental expenses. Howvever, to
secure accurate conbrol over expenditures through the account-
ing procedure, it ie best to have the simple classification
‘ﬁith the terms carefully defined.

‘The objecht classificabtion in the sbove illustration is
‘fsund ﬁnﬁer the subheads of the main groups. This classifica«
tion fefe:s to’the.article purchased, or the service ohtalned,
as distinguiﬁheﬁlfrcm the results secured by expenditures, The
fund classification will be brought out in connection with the
classification of revenues.

By using this classification a cémparison can be made be-
ﬁweeﬁ}departmeﬁts and also between cities if generally adopted

by them. To get 2 uniform classification it would have to be

9. Henry P. Seidemann, "HManual of Accounting and Reporting
for the Operating Services of the National Government."p. 9
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adopted by the state legislature. WNew York, Hassachusetts,
ﬁisaonsin, 6hio; Indiana, and Iowa are some states that have
adopted uniform accounting anﬁyregorting procedure for the
varians'municipalitissglg Tn Rensas nothing is said about a
division except along funcﬁional and departmental lines. Funds
and ﬁepaﬁtmentavare menﬁioned which should be organized for
certain purposes, but a great deal of freedom is allowed as to
the number. In the city manager form, R. S. 12-1015,
"administrative departments shall be created by the commission-
ers as the public business'may demand. In so fapr as it is pos-
sible and necessary, these departments shall be the following:
(1) department of law;‘(z) department of service; (3) depart-
ment of public welfarve; (4) department of safety; (5) depart-
ment of finance'“ll In the city manager cities of Kansas many
more departments are found then this, In the commission form
of government certain.departments are mentioned that must be
established, but no 1imitation is made on the number. However,
in regard to the collection and aisbursements of revenues in
cities over 75,000, R. S. 13-2701, the governmental functions
of such ci%ies shall be separated into the following divisions
and eéch of sai&Aﬁivisicns into the departmants herein mention-

ed to wit: First. General Government: Consisting of the de=-

10, E. F. Hac Béﬂald,‘“ﬁunicipal Accounting," - Bennett
‘ Accounbancy Institute, p. Sl.
11, Kansas Revised Stsbtutes 1928 - Section 12-1015.
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ﬁartmeht of city treasurer, department of city auditor, depart-
ment of purchasing agent, deparhﬁent of licénse inspector,
daparﬁmenﬁ of cémmissionér'af elections and election super-
'visors, 1ega1 department, and any other department vwhich may
‘have to do with general government or is not otherwlse provided
for. Other main divisions are, Protection of Life and Property;
Eealth and Sanitation; Highways; Recreation; Iunicipal Indus- ;

tries; Trusts. ﬁn&er}each of these are found the departments

12

that naturally pertain to them.'> Kansas City is the only city

in Ransasg that has grouped its units in this way.
‘ For budget pruposes, income shouid be classified by
sources and by fundé.- HMr. Buck gives the following classifi-

cation by sources.

CLASSIFICATION OF THCOME-"

1-REVENULES
11-Taxes
- 111-116 (Xinds)
12«Rights and privileges
121-Licenses
- 1211-1214 (Kinds)
122~Permits {specify)
123-Franchises {specify utility)
124-Concessions (specify)
125-Rents (specify) -
126~-Royalties (specify)
13-3ervices and sales
l31-Fees
1511-1314 (Kinds)
132-Sales of services and commodities (specify)

' 12.'Kansas Revised Statubtes 1923 -~ Seetion 13-2701
15, A+ Es Buck, "Municipal Budgets and Budget Making," p. 26.
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1~-REVENUES {continued)
l4<Interest and premiums
l41~Interest (specify)
l42~Premiums :
143-~Discount
15«Fines and forfeitures
. 181~Fines .
152-Forfeitures
153~Penalties
16-Grants and donations
{specify)
17-Pension assessments

2-FPROCEEDS FROW SLLES OF BOHDS
S3=-TROCEEDS FROM SALES OF CAPITAL ASSETS
4-SPECTIAL ASSESSHMERTS
- The last three are noun~revemue items. As in the expendi-
ture claésification only the smaller subheads are to be used as
account'titlss¢ The grouping as sbove 1s for convenlence in re-
porting. The separate écéounts can eusily be grouped if they
ere numbered as showne
The fund classification takes into consideration both

‘the income and expenditures side of the budget. A fund is a
sum of money set asi&e‘to make an expenditure, Funds may be
clasgsified in several ways, but from the standpoint of the
budget the following classification will suffice:

l1,s General Fund

2¢ Special expendable funds
3« Sinking funds
4, Vorking capital funds

5. Indovwvment funds .
There may be any mumber of the last four types of funds, b
it 13 better td have as few funds as possible.: The first two
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clesses known as reQenua'funds réflect the current operations
of the government, and their operations are controlled by the
‘budget. In fact most of the accounts that are fiscal in
character araxféuhd in them, and for this reason will be used

for‘the_aeabunting illustrations.

The}Budgetary ?rocedure

| - After the proper budget making organization has been de-
velopeﬁ‘and‘the character of information, as well as the meth-
ods of classifying it, has been learned, the first step in

the regular budgetary procedure is ready to be taken, This

‘ cénsisﬁs of’the preparatlenfof budget estimates, which are
statements showing the actual revenues and expenditures of
previous perlods and the proposed revenues and appropriations
for the budget period. These estimates are of two classes,
general and departmental,

o Ths general estimabtes include the estimates of revenues
made up by the treasurer or suditor, and estimates of ex-
pendltures that are of a general nature, such as interest and
the retirement of debt obligations. These expenditure estimates
are made up by the auditor av clevk from the records that he
keeps, These can usuelly be estimated exactly since the records
shovw. how much inyinterest and bonds are to be paild the next

years
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The departmental estimates consist of the estimate of
the needs of the departments for the ensulng year as prepared
iby the department heads. These are the most important estimates
‘in.éhe budget and have to be scrutinized more carefully. Since
there are so many departments as&ing for budget appropriations
it is very important that they have complete and uniform sheets
-upon which to make their estimates, The two main forms for
this purpose will be shown in chapter IV in the discussion of
appropriations.« -

The next step consists in making up the budget summaries.,
The auditor, or financial officer who is responsible for cole-
iecting‘the budget data sumnarizes the départmental estimates
and the general estiméteé of expenditures together with the |
estimate of revenues and“arrahgeé the entire budget in balanced
fcrm. These summaries, with adequate supporting schedules,
will then be presented to the budget making authority, usually
the chief executive; for review and revision¢ If the officer
who collects the budgét data has had much experience at the
vork gndlis well acqualinted with'the wishes of the mayor or
city maﬁagergfhgggan eliminato some expenditures which he knows
S will not meet with execubive approval. However, in the main,
the budget estimates will remain unchanged.

The chief executive, in conference with the department

heads, will revise the budget estimates so that the most iMme
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portant needs of the entire govefnment can be made to fall
within'tﬁe'range of the estimeted revermes without destroy-
ing the efficlency of any of the departments. The revemues,
excluaive of‘property taxes, ail of which are required to be
turned in to the treasury, where a record is kept by the
treasurer and auditor, seldom vary more thanAlo% from year
to year, so a fairly close estimate éan be made. The differe
ence between ﬁhe expenditure needs and these reverues 1s
made up by the“property taxs However, the chief executive
ﬁust be wvery careful to keep the expenditures down low enough
go that the tex rate will not be changed to any appreciable
extent over the previous years, and that 1t will be kept withe
in the limits established by law.

A tentative bu&get‘is now made up and pdbiished in the
newépaper'and other opéortunities given for public discussion,
This tenhétive budget must be complete in all respects showing
not only the desired expenditures, but the proposed sources of
revenues té finance them. In Kansas nothing is said about pub- ’
lic hearings on the budget excepting in the city manager form
of govermnment, "Opportunities for public hearings on the make-
ing of the city budget shall be given during the two weeks pre-
- vious to the submission of the estimates.to the commission;

The budget shall then be printed in the city papers and a
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further public hearing given by the commission."

In its final stages the tentative budget, with the re-
commencation of the chief executive, goes to the council or
board of commissioners for legislative consideration. Here
the estimates are gone over very thoroughly and to insure
ﬁropefjconsideration of a1l items the method of presentation
is vervy impor?ant‘ The budget 1s usually formally presented
in & message %o the legislebure. Charts and graphs are very
helpful as well as financial statements and reports, "such as,
a current balance sheet, and operation stetement for the last
preceding fiscal year, a surplus account, showing condition of
the current surplus or deficit, a statement of fund balances
and‘transactions, a statement of appropriation belances and
transactions, a statement of stores, and a statement of fixed
ﬁroperty."lﬁ

in appropriation ordinance should be framed to incorpor-
ate the main provisions of the budget as to definite amounts
applied to certain purposes during a fixed period. The budget
document should be presented with the ordinance as a source of
information, The ordinance does not necessarily have to be
long, but provided so as to fix responsibility for expenditures.
The appropriations are accordingly made to organization units,

that is, to the departments. There are two types of budget

l4. Kansas Revised Statutes 1923 - Section 12-1016.
15. A. E. Buck, "iunieipal Budgets and Budget Making," p. 53.
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eppropristions known as the itemized appropriastions and the
lump sum appropriations. In the itemized appropriations the
ordinsnce designates ench item or‘object of expense assigne-
ed to ecach deﬁartmenﬁ,.While in the lump sum appropriation
only the %oﬁal amount assigned to each department 13 shown,
but is based upon the itemized estimates, The lump sum
appropriation is preferable since it makes the budget more
flexible., The accounts are kept with the itemized estimates
and no expenditures beyond phese will be made withogt proper
administrative aufhority, so adequate control can be had at
211l times.
Some authorities group the budgeb 1nto‘three types,

"l1. The lump sum, in which there is 1little limitation
upon the administrgtion of the fund.

2. The highly segregated type, in which items are set
forth in great detail,

3. The segregeted or flexible type, in which provisions
are made for transfers under the supervision of the mayor or
‘manager, or between divisions, by action of the eiby council,! 16

There ave grester poésibilities in the latter type.
Accompanying the appropriation ordinance should be the
revenie and borrowing ordinances to provide for the necessary

means of financing. These are simple in form and in some cities

16+ R. Brmett Taylor, "Municipal Budget Heking," p. 23.
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may carry over from year to vear. However, in Kansas pro=-
visions must be made annually. "Said board of commissloners
shall levy taxes annually and male provisions for sufficlent
revere to meét 21l contemplated expenses Iincluded in such
budget."lv

These appropriation and revenue ordinances when passed
and sdopted by the gc&erning body become laws. It is a summary
of these écts that form the real budget and forms the basis
for the bu&gat accounts to be kept. The budget as passed 1s
again rublished showing any changes made from the tentative
bﬁagat proposed by the executive officer.

According to the law relating to the annual budget
quoted in the previous chapter, R.S. 13-2601, the board of
commissioners must begin preparing these estimates sometime
in July or soon thereafter. In order for the commissioners
to begin their work on time the law 2lso requires the heads
of departments to turn in theilr estimates to the board at
leaat thirty days bvefore such budget is required to be made.
This would necessitate the‘beginning of the actual budget
preparation not much later than the first of June for the
fiscal year which begins January first,

"A11 taxes and special assegsments mast bé levied end

certified by the city clerk to the county clerk prior to the

17, ¥Xansas Revised Statutes 1923 - Section 13-2601.
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«18 This statute sets the limilt

Eﬁfh.day of August each year,
 as to when the budget must be completed in Kansas.

After the ﬁudget is enacted into law a work program
should be préparedfby each department head showing the amounts
within the ﬁudget that is needed to be allocated to said de-
partménﬁ~for definite periods of the year, monthly or quarter-
ly+. Chenges in these allocatlons should not be made without
executive approvals In this way each department can be kept
within the budgetary limits, and uinecessary expendltures
prevented. In order to insure prompt and careful action on
.all parts of the budget, and proper attention to expenditures
a fiﬁancial calendar should be prepared by the chief executive
~officer for constent reference.

The'remaindar of the chapter will be glven over to the
budget forms and the bﬁdget entries required to properly ac-
count for the different budget items. |

Budget Forms

Some authorities show in the general summary the total
“of all expenditufes by main items and the total of all means
of firnancing them by sources without any grouping according
to fuhés. The grouping according to funds and departments
are added as supporting schedules.

Since certain revenues are required to be paid into cer- "

18. Xansss Revlsed Statutes 1923 - Section 13-907.
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tain spgaific funds and it is the mein purpose of the budget
to restrict and control the revenues within these funds, it
would Seem that a summary of eétimate& revenues and appropria-
tions by funds would be the most important. Hext in importance
would be =a éupporting sdhedule of revenues showing them by
funds and.souréesg and a schedule qf apprOpriations grouping
‘them by funds and departments. This appropriation schedule
shou1d then be‘supported by a schedule grouping the appropria-
- tions by departﬁents and objects. The budget made up in thils
way wonld contain only those items that were most essentlal,
and place ﬁhe‘most important groupings from a budget stand-
’palnt first. | |

In following the latter plan the forms illustrated by
Hre loreyl® are very good because they are simple and show
only those groﬁpings necessary to fulfill the purposes of the
budget. These fcrms will be presented here with a few addl-
tions to provide a little more détail. Since the revenue
~ items are the only items that can be budgeted, the forms and
éntries concerning them only will be discussed. The forms

‘should show the followlng information:

19. Lloyd Horey, “Introduction to Governmental Accounting,”
pp. 18, 19, 20.
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(a) Revenue estimates
' (1) fnalysis by funds (See Schedules A & B)
{2) Classification by source (See Schedule B)
{3) Comparison with former years (See Schedule A & B)
(b) Appropriations and Expenditures
, (1) Classificetion by funds (See Schedules A & C)
{2) Classification by depertments (See Schedule C)
(3) Classification by object of expenditure
(See Schedule C~1, also C-1 forms A & B of Chpt. IV)

(4} Comparison with previous periods (See Schedules
A & C, end supporting schedule C-1)

'The'analysis by funds is”ﬁecessary.since revenues by law
acc?ﬁeyto certain fundS'and éli anpfOpriations must be desige
nated as to the funﬁs from which they are to be paild.

: ﬁfter cWassifyinw revenues by funds it is important from
a budgetary standpoint to clasaixy them by sources. Sometimes
they are classifiud accord ng to collecting agencles, but this
is of no valua from the buﬁpet and accounting standpoint. 1In
Kansas, GSpecially, all the revenues are turned over to the
treasurer immediately so there would be no need of such a
classificaficn. YALL noneys belonging to such city and re-
:ceived by eny officer or agent thereof from collections, fines,
"‘or any other source vhatsoever, shall be by him deposited with
| the city treasurer daily‘“zg |
It is not only important to classify appropriations by
‘ funds, but by depertments as well. Host all appropriations

are made to departments as the unit; in order to insure re-

‘sponsibility for expendituresi There‘should glso be a com-

20. Kansas Revised Statutes 1923 - Section 13-2107.
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- plete analysis of the prdposea expenditures of each depart-

' menﬁ>by objects or‘purpases in the budget. It 1is not nécessary,
however, that appropriations be made this way, but it is de~
sirasble to sccount for them in this way in the sccounting
records. | “

Comparisons with former years, st least the current and
past year, is,neceséary in order to form a helpful basls forl
estimates in the new budget.

- The forms for sche&ules &, B, G,'@Qd C~l, which follow
show all the sbove information clearly and simply. Schedules
C-14 and C-1B which support C-1, will be shown in chapter IV.
An'explanation of each of these schedules will follow immedlate-
ly after the forms.



Schedule A
Budget Summary

5l

Current Year o
1925 L9926 Balance from 1927 Unappro-
and Actual Actual Ex- Estimated Lppropria- previous year| Estimated spproprle-iprinted
Hevenues penditures Revenues tlons (1f any evenuo s t.ions nlance
1. General Fund B [ OU U [ . - 75 000 72 600 2 500
2. Speecial Pund 0| e~ ww= e e et 50 000 49 000 1 000
. Totals | e= - I Rep—— . 125 000 121 500 | 3 500
i
Form 1.
Schedule B
Estimated Revenues |
Prcvious Year current Year rotimate
Reference 19265 1926 1927
Fund and Source to Lew or | Proposed Changes | Fund Fand fand
, . Ordinance ‘ Items Totals Itema Tatnls The=e Totals
1. General Fund | |
- a, Taxes (all kinds) | [ | ee aas A S 50 00D
b. Rights & Privileges | | ] es ae= Y T 10 NN0
¢, Services & Sales S (e 15 000
d. Ete, e o I, 75 000
2. Special Fund |
. 8. Taxes T N L R 40 000
b, Services & Sales D N 10 000
c' Etc. _____ men owwmas | s e - an o KO GOO
- Total, Schedwlde A | - b | ees mea ] ad aaa 195 0N

4orm =z,




Schedule C

Schedule C-1
Appropriation Analy

sis

Executive Department

Appropriations
I — — — TR PRI R g e
Fund and Department Previous Year Current Yecar batimaton
~ 19265 1926 1907
Fund Fand and
, Items Totals Ttems Totnln Thann Toatnlana
1. General Fund
a. Executive Department - —— - - 5 010
b. Financial Department =} == ew=e | ] we e-- 10 000
¢, Public Welfare Department -] == mee 20 000
d. Public VWorks Deparviment | = w= mee 1 | ee e 30 020
e. Legal Department - e | e ——— - mmm | == e 7 500 70 500
2, 8Special Fund
a. City Ingineerts Department | = == === | | «= --= 15 000
b. Street Department ] == === | == === | == me= | == === 34 000 40 000
Total, Schedule a4 | Jeme= ee= 1 | eee ~e- 171 800
Form 3.

Previous Year.

Gurrent Year Hequcata {or Allowance ¥
« ' 1925 1926 1927 Madent- “uvtﬁr
Expenditure Classification Jatharity 1007
v - Ttems Totals Items Totals Itoms Totals Itﬁﬁﬁ Totnln

l. Services-Personal

a, Salaries and wages repgular - - - ——— 700 3 700

b. Salaries and wages temporary - ——— ——— ——-

¢. Other compens&tlons - - ——— - - - - 3 700 3 700
2. Services-~-Contractual

a, Gomminicetion and transportation - -——- 200 200

b. Printing, binding and aﬁvertlsing —-_—— —-—— 500 400
¢, Repairs - - - ——— - 700 - 609
5. Commodities

a. Suppliles -—- --- -—- 200 200
4, Current Charges
5. Current Obligations (fixed charges)
6. Properties (from current revenues)

a, Equipment - - 500 800

' 7.»Debt Payments (from current rev.) ———
Total, Schedule © - ——— - ——— 5 100 3 000
Form 4.
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The budget summary, Schedule A shows the complete budget
1n'haiéncaa form ready to be entered in the books at the bo-
ginning of the fiscal year. Usually the estimated rovenues
and apprspriaﬁicns are made to be exactly the same, but it
isn't always possible to adjust the tex rate so it will bring
‘in exactly the right amount of revenues, and 1n such case the
- revenucs will exceed the estimated appropriations sliphtly.
Such is thé cagse in this illustration. However, since both
the revenues and appropriations are estimates, they could be
made thé seme, no doubt, without affecting the accuracy of
the estimates. Since the budget in Kensas has to be made up
in July the revenﬁea and approprlations for the current year
may be either the exact revenues and expenditures to date for
the first six months, or 1t may be sn estimate for the whole
year based upon ﬁhq first six months experience. At Atchison,
for Instance, they estimate 1t as double the actual amounts
for thé first siz months. There will be as many specilsl funds
such &3 Park fund,}Library fund, General Improvement fund, etc.,
a8 are needed by the city,kbut they would he accounted for in
the same way. |

The schedule for estimated revenues shows the revenues
arranged eccording to funds and sources. The source classifi-

cation is the same &s suggested by Mr. Buck and as used in



the first part of this chapter. Since all revenues, and
especially changes in revenue, must have legislative authori-
zation, it is imporﬁant to make note of these in the budget.

?ﬁe scheéule for eppropriations shows the appropriations
’ by funds and departments. From this the proper entries can
| Ee made controlling each agency to which the appropriation is
. made. In a larger city the appropriastions ma& profitably be
nade . to smaller departmental units than those mentloned. Tor
instance, the finencisal depgrtment mey be broken up into the
City Clerk's department, Treasurer's department, the Auditorts
department, and Licéﬂse department. The heads of each of these
departments will then be held directly rosponsible for the
proper ex@enditures of the funds appropriated to them. Very
Pew speclal funds haVevmore than one department and appropria-
tions are made to them directly. This accounts for the fact
that an account may have the title of fund in one city and
department in the other. It mekes no difference just so each
appropriaticn is properly recorded and some Individual is made
responsible for expenditures, .

In the appropriation analysis schedule the expenditures
clasgificetion of Mr., Buck is used., These main account titles
may be snalyzed into smaller account titles if desired for

accounting purposes. Ordinarily this should be done so as to
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know at all times if the departments are keeplng within their
budget in all respects. 7However, these may be shown by sup-
porting schedules. These entries will be kept in subsldiary
expenditure aﬁalysis ledgers. This form 1s the form that is
handed in byrthe head of cach department or the bureau or divi-
sion uﬁder each department. It is & sumary of the detalled
estimgﬁes made up by'thS»departments on forms A and B of
schedule C~l. Any increases over previous expenditures must
be accounted for. Vhen the budget making authority has gone
over the requests of the department and finally decided upon
a certain amount, it is entered in the last column. This 1is
the same as the total allotted to oach department as is shovn
in the eppropriation échedule;

In order to glve écmplete information concerning all
financial items, non-revenue as well as revenue subporting
schedules shounld be made regarding bcﬁﬂ issues. To support
the item, called debt payments, in the expenditure classifli-
cation, a schedule should be made showing redemption of serial
bonds and if sinking fund bonﬁé are also included, a support-
ing schedule for sinking fund installments. If & new issue
of bonda 1s proposed«for‘thé year two more schedules supporte
ing bbr:OWings in the income classification should be madee

One showing proposed bonds and one showing redemption require=-
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ments and annual Interest charges as affected by proposed
bonds. This is Information needed by'the chief finance
officer who is responsible for making up the general budget
estimates, buﬁ is,nét used to make up the departmental es-
timates ée they will not be illustrated here. Other sup=-
yérking sdheéules may be made showing a description of
pr0poséd exponditures for land and bulldings.

The Budget Accounting Zntries

Accounbing entries will be made throughout thls thesls
for bpth the generel and the special funds from the begin-
ning until the accounts ére closed at the ond of the year in
order to 1lllustrate the accountihg.procedure uzsed by lr.
HMoreys. Entries, accounting only for the general fund, illus-
ﬁrating the procedure used by most of the other mccounting
éﬁthorities and beken from Eggleston's Municipgl Accounting
~ will be presented to show the difference betweén the two
ﬁethods" Explanétiens of" other methods for certain parts of
the accounting procedure will be made at the proper places.

| OPENING BUDGET ENTRIESSL
(Simplified method)
Budget Accounts for Revenues

Through General Journal-

(1) In General Ledger (from.Bu&get Schedu_e A):
General Fund‘

Dr. Estimated Revenue 75 0C0
Cre Unappropriated surplus 75 000

21. Lloyd Horey, “Introduction to Governmental ﬁccount~
ing," pp. 21 end 22.



- Special Fund
- "Dr. ¥Estimated Revenus 50 000
Cr. Unappropriated surplus ) 50 000

In subsidiary "Revenue Ledger," from budget Schedule B:

- Dr. Indiéidual accounts with revenue ltems
(taxes, licenses, etc.)

Bu&get Accounts for Appropriations
{(2) In Geﬁeral,Leﬁger, {(from Budget Schedule A)

General Fund
" Dr. Unappropriated surplus 72 500

Cr. - Appropriations 72,500
Special Fund

Dr, Unappropristed surplus 49 000

Cre Appropriations 49 000

In subsidiary "Appropriations Ledger,“ (from Budget
Schedule C)

Cr. Individual appropriation accounts (Ixecutive
department, Finenclal Department, etc.).

| The General Ledger, as well as the subslidiary ledgers,
~should he separated into sections for the various funds, and
all accounts of a gilven fund should be grouped together. A
speclal form for the préper handling of the subsidlary ap-
prmpriatiqp,acCounts~will be illustrated in chapter IV. |
The unappropriated surplus account becomes in réality a
clearing account, into which are credited all estimated reve
enues and to’which are charged all appropriations from that
revenue. If these two 1items in the budget are the same there
will be no balance in this account during the fiscal year,

If unequal, a credit balance would represent the unapprope-
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riated balance of estimated revenues for the fiscal perlod

and a debit balance would indicate that the appropriations
have exceeded the estimated revenues and ﬁhat a deficlit exlsts.
As other entries are made to this acecount it will be explalned
more fully.

OFENING BUDGET EﬁngES
(Usual method )<~

Appropriations suthorized
| Through General Journsal:
(1) In General Ledger (from Budget Schedule A):
General Fund: ,
Dr. Budget Requirements 75 000
Cr. Appropriations, 1927 72 500
Cre Unapplied Surplus 2 500
To wrecord the annual budget

In subsidiary "Appropriations Ledger," (from
Budget Schedule C) '

Cr. Individual appropriation accounts (Ixecu-
tive Department, etc.)

Individual revenue items could be posted to 2 revenue
ledger as referred to in the other method if desired, although
it 1s not elways done. |

The account title "Budget Requirements" is the same thing
ag "Tstlmated Revenues” in the first method. Nany accountants
prefer the latter title. Also unapplied surplus may be lmovn
as avallable balance or unappropriasted surplus. Howe&er,
entries are not made to it as they are in the [irst method.

It is not necessarily a clearing account, but an account set

223 D. C. Egglestén,v“municipal,Aggounting," p. 195.
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up to show the excess of accounts receivable over btemporary
loans. Nany aacauntéﬁts use it to ropresent Just the revenuo
accounts receivable uncollected. If used In this sense the
ahove enbry is not correct since 1t does not represent a
;reductiéniof revenue accounts recelvable. To avoid such an
entry the fiscal budget requirements and aporopriatlons
Should’be the sames: ﬁowever, the above entry will be carried
through in order to have the same antfies for comparison be-

tween the two methods. It;will'bé noﬁed in the closing
| journal entries In Chepter V that the balance of this account
‘had tb bé adjusted in Qréerwtu ﬁe closed out., It ia strictly
}a’fugd'éccount;”‘Tha‘distinctiqn betwéen fund and proprietary
aceouﬁts_will be brought out in the explanation of Jjournal
‘;éntfies iﬂ the next chapter. | |
| In this method, &s in the othors, accounts with the

different funds must be kept separates




. Chapber IIT
REVENUES AND REVENUE ACCOUNTS

Accowmtbing terminelagy ié somotimes véry confusing to
yﬁhe iay.minﬁ; and,cmnSGQnently thess cdnfusing terms nmst be
rdéfineﬁ héfofe a ciéar éiscussion caﬁ‘be made. It‘is very
diffiault for sane persons to distinguish batween revonues
and recelpts of & given‘fiscﬁi poriod, but from the followling
_d@finitiaﬁs it will be ﬁﬁted~a very important distinctlon
existss ' | |

Yir. Horey éays;'“GQV@vnmental revenues include moneys or
other eXpendable wealth éacruing during a givén fiscal periled,
shich increasés‘aSsets without incréasing lisbilities or re-
‘serves;“ln,Acccrding to Hr. Oaskey, "Revenues may be defined as
comp?ehendinglthosa raceipté}applicable to ths current period
}whieh‘increase assets or decrease ressrves without increasing
liabillities or~fese§ves; which do ﬁot represent the recovery
of particular ezpenditufes, snd the sources of ﬁ?ich are knowm
or ascertaiﬁdblef"z Revenues decreasing reserves are the
amount of the periodical awortization of any premiums rececived
on bcmdé sold. 'EXamples of revenues increasing assets, such as,
taxes, licenses, etcs, were given in the revenus claséification

in the preceding chapter.

1. Lloyd Morey, "Introduction to Governmental Accounting,"
: ‘ : Pe 26,
2+ Francis Oakey, "Principles of Governmental Accounting
and Reporting," p. 292.
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YGash receipts of o government include all sums of monoy
eéming into possession of the government during a stated poriod,
from whatever éaurcs and for every purpose.“3 Recelpts of a
given poried ﬁken include all the cash actually received by
,thé government ffom every source and every\purposo.,

%Tha»revenues of & giVBn pgriqd,~however, include all ro-
'caiptsﬁgxp@ndable for gavérnmental purvoses pertaining to the
given period that has sccrued, that is, whether or not they are
received or collected within that period. Texes, licenses, or
 waﬁer rgntslaf a7aertain period;€hat are due and have been
levied or assésaeﬁ.aé raceivahlés are accrued items and are
credited Lo revenues, even though no cash hes been rec-ived
or'cailectea during the petiod“ Revsnues,must also be receipts
both realizable in cash aﬁd>eipendabla for governmental pur-
poses. A‘gift of real estate or other permanent property to
be used permenently by ﬁhe géVErnment, even though it was for
governmental purposes, would not be considered revenue since
it can ﬁatJbe ccnﬁerted‘inta cash for expenditure. A gift of
an endovmeont fund in which the princi?al is %o he held per-
mahently intaqt, would not be revenue, since it can not be

expended sven though it 1s convertibls into cash. Revenues

3. Lloyd Morey, "Introduction to Governmental Accounting,”
; De 524



62
must increase assets without increasing liabllities or rescrves.
Thérefofe, recelpts from loans, which increase liabilities to
the séme'extent aé’thej,iﬁcrease assets are not revenues. Re-
venues mush aisa relate to the current fisecal perlod. Recoipts
of rovenues of some previous period, knowvn as surplus receipts,
increése the expendable surplus, bubt are not current revenues.
Thercfore, receipts include many non-revenue items as well as
revenue items, and while revenues Include some items that have
not yet become recéipts (recoeivables, etc.) they must all
eventuaily become recelpts or be deducted from revenues.

. Revenueé relating to a certain fiscal period arc the only
items of income that can affect the budget.acdounts, but it is
easily seen that no preseﬁtatiém of the subject of revenues can
be made Withoutwiucluding é discﬁssion of, and accounting entriecs

for, cash reccipts.

-\Glassification of Rovenues

Revenues, for budgetary purposes, may be classified by
funds and by aources. They must be ciassified by funds since
ali~auﬁhorization of‘resources’by the legislative body are
made to apply bto speclfic purpases. They rmust be classified
by sources in crder that adequate information concerning the
dis?r’bution of the revenues may be ravealed.; A c1a331ficatlon

of Tevenue by source was prescntea in the income classification
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by Mr. Buck 1ln the precedlng chan*er. *Howwver, since no ex-

lenation was mede of the indlviﬁual ltems, the classiiication
P \

of @Qvernmﬁﬁtal revenues by source under the major heads with

proper ex;lanaticn,ol each headln?. as presented by hr.-ﬂorev

will be given.

(1)

(3)

(4)

(8)

(8)

CLASSIFICATION OF GOVERNMENTAL REVENUES BY SOURCES?

Tax@s, which consist of dharges levied at regular lntervals
aga.nst pergons, property, or business, which must be paid.
They are as a rule levied to provide funds for the general
expouse of the government, without relation to any specific
service; occasionally, however, a tax 1is levied for the
ezpreoss purpose of meerlng the expense of a certain service,
as for instanee, a 'garbage tax.

) Liconses, Franchises, and Privileges. These churges are .

made for certain rights granted by the government Lo the
persons8 or concerns paying the charge. They may relate
to the right to earry on a certain business continuously
for a certain period; the right tu do a certain act, such
as erecting a builéjng, the right to use certain public
property.

Fees, repreSenting specific charges made for>def1nit& ser-
vices rendered by the government or instltution.

Fines, penalties, and forfelts, rc pregenting charges assessed
157 mffenges, Tdilure To pay debis due the government within
the. time allowed - and damages.

Sales and Services, including 21l charges made for services
or sales of a commerecial nature. These include utilities,
sale of publications, manuractured-articles, farm products,
etec.; institutlon service; special services

Grants of Superior Governments, when used for current ex-

- penditures: when such itcme are for permanent endowment

they are not revenue.

4. Lleyd Morey, “Introduction to Governmental Accounting,"
Pe 27.
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{?} Incomes of Punﬁs, mrﬂpevt es, and Investments, These in-
- CTude inbtersst on bank balsnces, rents of Income-producing
properties, iInterest on investments, also premlum on honds
sold or discount on bonds purchesed.

L

S

(8) gifts for cﬁrrent purposes, including all gifts to he used
‘ Tor governmental purnoses, which are not endowvments.

Gonbrol of Hevenues
To Insure thait all revenues due the municipallty are
praperly accounted for, an adequate system of control accounts
should be effected. These control accounts will folate to the
budget estimsates, 13vies3 and collection of accounts. B
B After the budget estimate For revenues is set up in the
books; as a controliaccount, offsetting entries will be made
to the accéunt regulériy'as these revenues accrue. Periodic
~ reports should be mede showing the condition of each class of
TEVENUS . |
In an'aéeaunting system kept on the accrual, instead of
the cash, basis the next important step wlll be the process
of levying or assessing against citlzens for revenues that
sre due. This is‘done‘by the legislative body for revenues,
the particular items of which are known in advence. For cxample,
in the citles of some states all the taxes due the city are
assessed against theAciﬁizené and collected by the city. In
Ransas, however, this 1s done by the county and the revemies

turned over to the city by the county itreasurer in a lump sum.
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5

It wouia'hheréfarthe of 1little or no use to keep an account
féf taxes fae@ivabla in this Stét@. But, 1n Kansas, as well as
~ In most other s#ateé, levies are wade agalnst persons recelving
“services or privileges, or for other réascns, such as llcenses,
fees, fines, sales, utility servlces, etc., for the sums due
in each case. 1In most>of the cities such a rocord is made of
éach iavy and the‘amonnﬁs‘due, either in a special book for that
purpose or on éarés, a’ separate card for each individual who
is in debt to the city. Bubt seldom are control eniries, or in
fact any en%ries, madé in the accounting reﬁords untll these
~items have been collected. TPFallure %o properly acéount for
these revenues when the levy is made, may result in some items
being overlooked, or at least ﬁrevenﬁ the accounting officer
from presenting a statement of the correct condition of the
revenues. It 1s essential that each levy or assessment be
made 0n multiple forms so that each department or official
concerned will have a copy. The chief accounting officoer
mast returh one éopy in order to meke entries in the general
éccaunté. Then a copy must be placed in the hands of the col-
lecting offlcer who must account for every item. In this way
a careful check can be mede and proper accounting entries kept
at all times. | B

The last step in asccounting for revenues will be for the
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celleatignwaf”reaeivables and all items of revenue that have
not ﬁeen previously levied or ﬁSSGSSQ&. This will be done as
- the collecting cfficer makes his ﬁaily report to the account-
ing offlcer canéerning*thﬁ coilectioas‘ih money or in uncol-
lectible items: . o

Hany auditors keep a budget control of only the appropria-
tlon side of the budget, and although they keep account of all
%he revenueé actually received, they have no way of actually
mowing from tlme to blme vhether the individual items of
revenue are coming up to the estimates, It 1s very lmportant
- that this be ﬁone‘since some items of revenue may be much less
thanlwa$ Gst1ﬁgtéd, necessitating o material reduction in ox-
penditures to prevent a def*cit. if contéol accounts are not
kept with estimated revenues throughout thc year, this informa-
tion may not be knoun until too late.

Acecoanting Entries for Reveonues

Intries showing how the accounts are set up with the bhud-
get estimate of revenues, have already been made in Chapter IiXI.
- Accounting entries showing the 1evy1ng or assessment of
revenues bg the two methods indicated in the preceding chapter
will now be showmn. The methbd.used by Hr. Horey will always
Ee presented first, and the method used by Mr. Eggleston, (the

customary method in use) second. All entries for the first
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method will be numbered consecutively continuing from the
opening budget entries in chapler II. Correspohding entries
of the second method will receive the same number, so that
gemparison~of.the entyies ean be easily made.

| Entries showing levylng or assessment of revenuesd
{(3) In General Ledger (from General or Speclal Journal):

Generel Fund

Dr. Taxes Recelvable : 52 300
Cre Reserve for Uncollectible
Taxes 2 092
Fstimated Revenues . 50 208
Speclal Fund v ‘
- Drs Taxes Receivable 41 400
Cr. Reserve for Uncollectible
; Yaxes 1 656
Estimated Revenue 39 744

In subsi&iary'Tax rolls, register, or ledger:
Dr. Individual accounts, total 93 700

in subsidiary Revenue ledgsr:

Or« Taxes, General Fund 50 208

Taxes, Special Fund 39 7a4

- The sbove entries shcding taxes veceivable are the ones
'}used by the authorities from whom.the 111ustrations vere taken.
Although entries for tax levies may not be nesded in cities in
Kansas, the method will be the same for any kind of levy What»-
80eVer. Separate‘accounts shoﬁld be kept wlth each class of
receivable; for e?ample, taxes receivable,'water rents receiv-

able, etc‘ Zach account should be classified so as to properly

5. Lloyd morey, “Inbroduction to Governmental Accounting,”
, Pp. 28 and 29.



63
indicate its character and the period‘to which it is applicable,
as for example the year or month.

The réservé,for uncollectible taxes is set up to provide
for eny taxes that will wnot be collected and the estimate is
based on past record and conditions. Later, vhenever any ac-
counts ave actually determined to be uncollectlble they may
be written off by deblting reserve for uncollectible taxes
and éreditiﬁg’taxes receivable. If the amount set aside for
the reserve has been too large, the balence will be closed to
the credit of estimated revenues since that amount lacked
tﬂat much cf being credited with the amount of taxes actually
realized. If the amnunt‘set aside was not large enough, the
estimated revenus will have té_be deblted and reserve for un-
collectible téxes credited with enowgh to correct the accounts.

Instead of crediting festimated revenues! account for all
revenues accrulng, a separate account for 'revenues! could be
‘crediﬁed‘ This 1s done by some accountants so as to make up an
operatlion étatemeﬁt. If it is done, the revenues account must
be deducted from the balance of the estimated revenues account
in Qreﬁaring the fund baléncs sheat,

Entrles showing levying or asseésment of ravenuess

(3) In Ceneral Ledger (from Generael or Spécial Journal) :
General Fund

Dr., Taxes Recelvable, 1927 52 300
Cr. Reserve for Abatement of
Taxes, 1927 2 092
Revenue - Gencral 50 208

6. D. C. Bggleston, "Municipal Accounting,” p. 198.
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{(3a) Dr. Unapplied Surplus 50 208
Cr.  Budget Kequirements 4 50 208
Per register of tax rolls fqr 197

The same subsidiary-leﬂger entries should be made herc as
~in the nmethod useﬁ‘by‘ﬁr; Horey.

The,accoﬁnt Reserve for Abatement of Taxes, 1927 means the
same as Reserve for Uncollectible Taxes im the first method.
Hr. Fggleston makes a credit to Revenue Instead of Estimated
Reve ues,‘but as was explained above thls can be done in the
method used by Hr. Horey. Therefare; the first entry by the
two methods is practically the same‘ However, in the second
method & collateral journal eniry must be made to show the
proper change in the fuﬁd‘accounts.‘ The Unspplied Surplus
entry is required in order‘to malke the balaﬁce of the Unanplied
$uyp1us account equel to the differcnce between the accounts
receivable and the temporary loans. The Unapplied Surplus ac-
count 1s charged with the same cmount as wes credlted to Revenue=-
Genoral account. |

where‘the fund and pro?rietary accounts are képt separate,
two sets of entries mﬁstvbe made instead of one; wherever hoth
fund and proprietaéy accounts are af‘fect;ed.~ In the openlng
budgetventries only the fund accounts were affected; conse-
'quently only one entry Waé reguired. .Sinée most all the remain-

ing entries affect both types of sccounbs, it can readily be
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seen t&ét the second method will require almost twice as
many entries.
It must be realized that fund accounts represont the un-
realized fund resources and the committments of these resources
while the ??Oprieta?y.accoun%s represent the usual assots and

1iebilities. Tund accounts would include the following:

hvallaeble Cach, Availaeble Reserve for temporary loans

Cash Surplus, or Unapplied Reserve for encumbrances (orders
(net cash) balence (repre- and contracts outstanding)
senting the excess of cash TUnencumbered Appropriations
over vouchers paysble or Unapproprieted Surplus, Unap-
current liabilities.) : plied Surplus, or Availlable

- Budget Requirements, or Esti- Balance (usually the uncol=-
mated Revenues not yet locted receivables)
accrued. ‘ :

Proprietary accounts would include the following:

Cash ' Revenues (to be cloced to
Lccounts Receivable - Surplus)
Prepaid ltems Vouchers Payable
Stores Accounts Payable (not vouchered)
Expenditures (to bo closed Reserve for prepald items
' to Surplus) Reserve for stores
Temporary loans
Surplus %rebresenting the oxcess

of current sssets over current
liabilities)

fMmere more than one title is appliéd to the above accounts,
it is‘agne to show the éifferent.térms which are applied to the

same accownt by different authariiies. The account 'Reserve for
tempérary loanst in the fund‘accéunts, 1s not used by Mr.

Eggleston, but instead the account is credited to Unapplied



; 7
Snrplus, making that account equal to the difference between
' the accounts rveceivable and temporary loans providing the
Budget Requirements snd Appropriations at the beginning are
the same. |

As an argument for the uniflcation of the two groups of
~accounts the statement by Hr. Morey in the Introduction to
Governmental Accounting will be quoted:
| "The writer believes that the segregation of these groups
of accounts accomplishes no real purpose, but in fact roesults
in a false showing of financial condition and in the unnecessary
duplication of accounting entries. The resources of a fund con-
sist of its assets in hand and the resources which are expected
to produce tangible assets during the fiscal period. The obli-
gations of a fund consist of the actual lishilities, the oblipga-

tions in the form of orders and contracts which must be met out
of the filscal resources of the fund, and the commitments of

- those resources in the form of appropriations. The excess of

resources over obligations represents the sum availlable for
further appropristion, or the "unappropriated surplus.® No
other figure of surplus can be of significance for any purpose,
and any figure not taking into asccount all of these items will
be misleading and may lead to embarrassment.”

If Mr. Morey's method should he carried out, as shown in
the flrst method of accounting presented, the accounts of
'available cash,t 'reserve for temwporary loans,' and !surplus'
should be omitted; and ‘'expenditures' and 'revenues! may be
omitted by having expenditures charged to 'appropriations! and
revenues credited to 'estimated revenues.' Since the budget

accounts, such as estimated revenues not yet accfueﬂ, and

7. Lloyd Horey, “Introduction to Govermmental Accounting,"
p. 7.
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appropriations not yet encumbered are fiscal, they must bé
élaée&fhack'iatO»ﬁnappropriated surplus at the end of the
year. All the acca&nts after the books are closed will then
become real or proprietayy gccounts.

In accounbting for the collection of revenues two types
affaécounts are fcund: {1) Those relating to the collectlon
nf*reﬁenues which have been previously set up as accounts
recelvable, and (2) those relating to the collection of
re?eﬂues which have not been previously set up as accounts
receivable. The filrst type of accounts pertalns to revenue
accdunta only indirectly, since the revenus accounts wore

credited when the accounts receivable were set up.

.&ccoﬁnting for the collection of revenues. First method.B

Entries for collectlon of revenue previously set up as
accounts receivable,

(4} In General Ledger (from Cash Receipts Journal)

General Fund

Dr. Cash ‘ 51 240

- Cr, . Taxes Receivable 51 240
: Speéial Fund T

Dr. Cash ‘ . 38 780

Cr. Taves Receivable ‘ 38 760

In subsidiary tax records
Cr. Individual accounts

8. Iloyd harey, "Iﬁtro&uction to Governmantal Accounting,"
pp. 29 and 30.
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Entries for collection of revenus not provicusiy set up
as accounts reaeivablea :

(5) In General Ledger (frsm Cash Receipts Journal)
General Fund

Dr. Cash - 23 560

Cr.  Estimated Revenues 25 560
Special Fund

~ Dr. Cash ‘ ; 10 400
Cr. Estimated Revenues 10 400
In subsidiary Revenue Ledger 4 ,
Cr. Licenses, QGeneral Fund 9 500
‘ Paes, . General Fund 9 560

Departmen-

~al earnings, General Fund 4. 500

Feeos, Special Fund 10 400

Accounting fer the collectlion Of revenues. Second
method.®

Entries for collection of revenue previously set up as
accounts receivable. - :

{4) In Genaral Ledger {(from Cash Receipts Journal)
General Fund

" Dr. Cash 51 240

Crs Taxes Reccivable 51 240
(2a) Dr. Available Cash Surplus 51 240

Cr. Unspplled Surplus 51 240

Per reogister of collections
These illustrative journal entries show collections in
“book acooun?s, vhich are applied to reduce the emount of ac-
counts recéivable outstanding, and to increase the aveilable

cash surplus.

9. D. C. Eggleston, "Municipal Accounting," p. 199.
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Entries for éellection of revenue not previously set up
as accounts receivable. ‘ .

(5) In Genersl Ledger (from Cash Receipts Journal)

General Fund
Dr. Cash S 23 560
Cr« Revonue ~ General -
, Licenses 9 500
- Revenue - Gencral -
FPecs and Dept. Tarn-

u ings | 14 060
{5a) @ Dr. Aveilable Cash Surplus 23 560
Cr. Budget Regquirements _ 23 560

Per reglster of collections

A subgldiary Revenue Ledger should be kept showing a
separabe account fsr'eaﬁh item or source of revenue. FRach
itém, such as Taxes, Rights and Privileges, Services and
-Sales,'etc.,raccording,to the maln headings of Mr. Buck's
classificaﬁion,'or as detailed as desired, such as, taxes
{each kind), licenses, fees, ebtc., should be kept showing a
debit at the first of the year for the sstimated amount of
reveﬁue for thls item according to the budget, and periodic,
usually maﬁﬁbly; credits'frem,the cash recelpts journal for
all revenues directly accrued; and from the general journsl
for all revenues that have been assessed or levied. The
balance of each account ﬁill show the amount of revenue still
expected from that item for'the year. In this way a monthly
statement of revenues can be made showing how the accrual and

collection of revenues are progressing.
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. Separate subsidiary accounts receiveble ledgers may be
képt with eachftypelaf accounts recelvable, such as, taxes
: fecei?&ble, Water'renta;receivable,>1icenses receivable, etc.,
and‘withiﬁ these separatevaccounts with each individual con-
. cerned. A charge or debiﬁ is made against each 1ndividual
When‘ﬁhe levy or assessment is made, and a credit to this
individual when payment is receilved. The balance will show
‘the emount due, and the total of all these balances in each
accounts receivable ledger;will equal the controlling accounts
recelvable account in the general ledger. Separéte sections
of the 1edgersrar9 kept for the sccounts of the different
kinds. ’ |

. The Revenna,Statsment

Since none of the cities of the first class in Kansas
keep accounts through the ledger on the accrual basis no
statements of the revenues were shown, excepting for those
that had been colleete&. The form for the statement of re-
venues as shown by Mr. Horey will be presented as a good

illustrétion.
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contain amounts
any, as well as
used next year.

Statement 1.

(1) {2y (3) (4) (5) (6)
Budget Assessed Res- Net Ac~- Unac- Collect- Out-
ESt.mate erve crusd crued gg stand-
ta) Bal- ing
ance
- Fund, Ger«
eral o
Taxes B0 OOO 52 300 2 092 50 208 ¢ 208 51 240 1 060
Licenses 10 000 1 500 9 500 b0O0O 1 500
Peos 10 000 1 200 g9 560 440 1 200
Dept.
Barne- o
ings 000 . 4 500 500
Totel 75 000 55 000 2 092 73 768 1 232 53 940 1 060
Fund, o
3 ecial : ; S ‘
Taxes 40 000 41 400 1 656 39 744 256 38 760 2 640
Foes 10 000 1 300 ( 10 400 ¢ 400 1 300
Total 50000 42 700 1 656 650 144 ¢ 144 40 060 2 640
. Grand ‘
Total 125 000 97 700 3 748 123 912 1 088 94 000 3 700
" {a) At the end of the fiscal period this column would

of actual losses 1n accounts assessed, if
the unused reserve or reserve expected to be

In this statement column (1) represents the debit side of

the estimated revenues account,

(4) the ¢redlt side of the

same account, and (5) the deblt balance of this mccount or the

‘balance of estimated revenues not yet accrued.

if the amcunt

10. Lloyd Morey, "Introduction to Governmentel Accounting,"

P. 3l.
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‘kaacruaé is greater than the budget estimate, then there will
- be a credit balance &esignated by the letter ¢. Therefore,
- (1) minus (%)‘equais (5).

~ Columns (2), {6) and (7) represent the accounts recelv-
able accounts. Column (2), the debit side, (6), the crodlt
side and (7) the debit balance or amount of recelvables out-
standing. Column (6) does not represent all collectlons, but
only the collections of receivables. Therefore, (2) minus (6)
equals (7). Columm (4), net accrued, represents all accruals
‘whether or not assessed. Therefore column (4) represents the
difference between columns (2) and (3) only in those items
-where all accruals are assessments.

In the budget problem‘thus far carried out no entries
were made for assessments of licenses and fees. It 1s quite
likely that'assessments for licenses, such as those on busil-

' ness houges and for‘feés for services already pefformed but

" not collected, will be nade. However, it is also very likely
that a great meny licenses and fees will not be known in ad-
vance Qf coilections, 30 these revenues will accrue without
assesgment. If such assessments or levies had been made the
entries would have been the same as for taxes recelvable. In
the above sbatement, however, it 1s taken for granted that

some assessments for licenses and fees have been made to show
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‘how they would be repfesented;

Vhere there are several special funds, as in cities of
 Kensas, & se?arate'statament could be made out for each fund,
and a‘SQmmafy of all fund totals with a grand total of all -
-~ items, if desired. '

- Tﬁa revenue statement should be a very important state-
ment fer the chief executive officer and other officlals re-
spansible for the collection of revenues. This statement
should be made out at loast once & month after postings from
the subsldiary accounts recelvable and revenue ledgers and
cash receipts journal are made.

Acconnting Entries for Non-revenue Recelpts

From the definltion of cash receipts at the first of this
-~ chapter, it,was‘seeh that it included both revenue and non-
revehne receipts., A discussion of revenue receipts and ace-
counting entries for them has alreﬁdy'been made. A similar
presentation of non-revenue receipts of expendable revenue
funds will now be cerried out. |
;Nonérevenne~receipﬁs,of'axpendable revenue funds include
temporary and long term loans, sale of stores, refunds of pay-
ments made in error, ete., and surplus receipts. Hon-revenue
recelpts of other funds are receipts from assessments and re-

imbursements, endowment gifts and income of trust funds. Only
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ﬁhe ncn»ravenue raceilpts of expendable revenue funds mentloned
above 'w1ll be considered.

 Temporary loans are those to be repald out of the revenues
nffﬁhe current fiscal perlod, and may be 1n the form of notes,
revenue bonds, or anticipation warrants. |
~ ﬁntries fcr receipte from loans. First method. 11
- {6) In General Ledger {from Cash Receipts Journal)
Genieral Fund :
Dr. Cash 5 000
Cr. Losns Payable 4
{describe) 5 000

Separate accounts should bé,kepﬁ with notes, revenue
‘bonds, anticipation warrants, etc.

In subsidiary register:
Detalled record of each obligation entered into.

 Entries for receipts from loans. Second method.12

{6) In Ceneral Ledger (from Cash Receipts Journal)

General Fund
Dr. Cash ' 5 000
Cr. Loans Payable , 5 000
(6a) . Dr. Available Cash Surplus 5 000. ~ |
- Cr. TUnapplied Surplus 5 000

Per register of notes, bonds, or warrants
Some accountants instead of crediting unapplled surplus

make & credit to reserve for temporary loans, thereby making

11. Lloyd Morey, "Introduction to Governmental Accounting,”
» p. 4.
12. D. C. Eggleston, "Municipal Accounting," p. 200.
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the balance of the uﬁapplied surplus account equal to the
uncollected sccounts recelveble. A few also do not make
ﬁﬁe collateral entry for the reason that ﬁhis trensaction
ﬁdesAﬁat‘increaéé surplus. The results will be the same in
the long run, since a révefée ehtry will have to be made vhen
the losn is paid, and since it is temporary it must be paid
during the fiscal year.

when 1qng term loans are negotlated to provide revenues,
it is sn evidence thet the revenues of the fiscal period are
1nsu£fi§ient and thet a deflcit exists. This deficit must be
funded so that 1t will be met out of the revenues for more
“than one period. Two journal entries will be required, the
first one the same as for temporary loans, and another with
a debit to 'Funded Deficlt! and a credlt to Unappropriated
'Sufplnsw The last entry exhibits the QGficit in relation to
the current resources and obligations of the fund.

Honey is often borrowed from one fund to meet the demands
of another for cash. Entries shéula be made as follows. First
methoci.lﬁ |
() In General Ledger {frbm~Gensral‘Jounna1):

General Fund (lending): o

Dr. Due from Special Fund 3 000
Cr. Cash : 3 000

ls,nLloyd_Morey,'”Intrmduction to Governmental Accounting,™
p. 54.
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Special Fund {borrowing):
Dr. Cash , 3 000
Cr. Due to General Fund 3 000
The remaining entries for cash receipts by the second
method will be made in accordance with the principles used
 for the other entries, although no illustratlon of them can

- be ciﬁe& from lir. Egglestonts Municipal Accounting.

-~ Second Hethod
(7) In Gen6ral:Ledger (from Genersl Journal):
General Fund ;
Dr. Due from Speclal Fund ‘ 3 000
Cr. = Cash 3 000
Since}no revenue accounts receivable have been created
inlthis transaction, and the total cash belonging to the
cit? has not been éhangéd, no collateral entry should be
made here. |
A gale of stores of a fund simply involves a change in
the form of the asset, whereby the inventory sccount is re-
duced and receivahles'orxeésh increased. An entry for this
~ would simply be a debit to fund cash or accounts recelvable
and a credit to stores.
When,an'expenditure from an appropriation has been made
in error and the amount is returned, the fund and account

originally affected by the transactlon should be credited.



| First methodld
{8) In General Ledger {from Cash Receipts Journal):
General Fund |
Dr. Cash 1.80
Cr. Appropriations ‘ 1.80
In subsidiary Appropriation Ledger:

Cr. Individual Appropriation Accouht
, Executive Department 1.80

Vhen a repprt is made of expenditures under this appro-
}priation,xreftnds should be deducted from the expenditures.
Second method. |
{8) In Ceneral Lédger {from Gash\Receipts Journal):

Geﬁéfal Fund M

“Pr. Cash | | 1.80
Cr. Expense . 1.80

(8a)  Dr. Available Cash Surplus  1.80
Cr. Appropriations 1.80

Surplus receipts are rocceipts of a11 accounﬁs or from
sales of old property pertaining to a previous fiscal period,
and since theoy are not revenues, must be set up with a separ-
ate general ladger accounb. This acecount is credited with
uu@h recelipts from the Cash Recelpt s‘Jéurnal, and closed at

‘the en& of the fiscal peried into Hnapnropriated Surplus.

14. Lloyd Horey, “Introduction to Governmental Accounting,"
D 35.



Flrat wethodio
ifﬁ} In Goneral Ledger {from Cash Receipts Journall:

Ceneral Fumd
Dy Cosh BOO

Cr. Surplus Recalpia 500

In subsidiary ledger cvedits might be mado to the indivie
dual accounts 1f they are o1l opou. |

Smmﬁ method
{9) Ia Genoral Dedger {from Gash Rocoipts Journal):

General Fund .
Dre CGash 500

Cr.  Surplus Becoipts 500

Szw@ these recelipsts do not pertain to the fiscal period
no collateral azim*_:f should be mede. ‘

Accounting Tecords for Beceipts

Since all cash receipts must be turned over to the troas-
ury deily, ond no pﬁyﬁmt of expenditures exmcept by varrent
spainat the ﬁmm@m it is vory important that all officlals
vho make collectlions be held striectly accomntable. In ordor to
do this the following rocords of roceipts should ho kophs

| ‘f.af') NMultiple Acocount Porms so that a:tl collecting officinls
and the accounting department will get the préper information
for roccivables. | -

{b) multiple Rocelpt Porms to go with thoe tmltiple nccount

15, ‘mmya Iﬁaééy, *‘mwﬂéuetian to Governmental Acbémﬁing,“
p. 35,
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forme and upon which to ackncwledge payments upon a given
~account. 7 |

- {e) Cash Receipts voucher or Recapitﬁlation, which is a
daily or §ericéi¢réﬁmmary éf 21l receipts from accounts shown
on ﬁha sbove forms, and servés as a basis for the accounting
entry. | ,
‘ (d} Cash Reseipts Jodrnal; a'coiumnar journal in which
the recelipts are analyzad as to débits by funds and credits
ﬁy sources. Postings are usually made monthly from this
‘journal to the debit of the respective fund cash accounts
and tc:the credits of tﬁﬁ ﬁifferenﬁ sources, as accounts re-
ceivable, estimated revenues, loans, surplus receipts, etc.
. A sepéréﬁe cesh receipts journal may be used for éach source
of revenuecs collécted, as for taxes, licenses, fees, etc.

Statement of Recelpts o ’

Since, in most of the citles of Ksnsas, the accounts
have been kept on a cash baais, the cash recelpts and expendi-
tures statements have been the most important statements pre-
sented. Even on the accrual basis of accounting, although
not sa‘important as some other statements; it is quite impor- -
tant to know how much cash ié being,received into the different
funds. None of the statements of cash receipts found in the

.ci‘tiés of the first class in Kansss made eny distinction be-
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tween revenue end non»revenuejreceipts, so the statement by
 %f; ﬁorsy will be presented to bring this out.

STATEMENT OF RECEIPTSLO

‘ ‘ General

, 3 T Special : -
Source +  Fund ¢ PFund  Pund:Fund:Fund: Total
I. Revenue , . . . . :
Recolpts | Ly S . : .
1. Taxes : 51 240 00 & 38 760 00 ¢ : 3 ¢ 90 000 OO
2+ Licenses © 500 00 3 R : : ¢ 9 500 00
3. Fees ¢ 9 560 00 = 10 400 00 : : 3 : 19 960 00
4+ Dept. . ' H : : :
earn- 1 E} : : s :
ings : 4 500 00 ‘ : : H : 4 500 00
TOTALS {74 800 00):{49 160 00): : : :{23 960 00)
II. Non Re-: T H H : :
. venue Re-: 3 B 2 H :
- ceipts 5 s 2 : : -
"1+ Loans ¢ 5 000 GO : : H ] + B 000 00
2. 01d s~y : 4 T s : :
counts 1 200 00 : 3 : ) 200 00
3+ Surplus: -t -y : : :
property: 300 00 H H : : 300 00
4. Refund : 180 2 3 : : : 1 80
__TOTALS s (5 501 BO): : : : : {5 501 80)
Grand Totals 80 301 80 1 49 160 00 : : H :129 461 80
ITTI. Transe-s H : : : :
.. fers s : H : : 2 :
1. Tioeng 3 -3 000 00 = 3 000 Q0 : : : :
Nel Totals + 77 301 80 ¢« H2 160 00 ¢ = : +129 461 80

; Statement 2.
Transfers or loans from one fund to another should be kept

separate»frém the regular reccipbs and disbursements since they

16. Lloyd ﬁbrey, "Introduction to Governmental Accounting,”
Pe 7.
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do not represent recelpts Lrom outside sources, nor dilse-
bursements made by warrant in the regular way. They should
not be insertediwiﬁh the other items‘éc as to inflate re-
ceipts or disbﬁrsamentst

Where there are several funds a separate statement can
be made for each fund. A more detsiled 1ist of recoipts may
be put in the statement, showlng the different kinds of
licenses, fees, permits, etc. Sometimes twenty-five or thir-
ty items are listed.

Kansas City, Kensas has a good system of control over the
-caﬁh'recaiptg thwing at all times the receipts by sources and
funds, snd the dally cash balance with the treasurer for all
funds. It also has separate columns for transfers. Since the
form used is simple and gives en accurate control in a city
- where recelipts are numerous, it will be reproduced on the next
page. 4B a record of feceipts here is kept by the month, the
statemant}cf'receibts in Kansas Gity for each fund iézmade in
thaﬁ WaT This gives aimonthly and a yearly total of each and
a1l items. - |
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‘ GENERAL — GOVEUNIMNT — FUND
TRANSFERS RECETIPTS  FRON
Date Items From | To Date | Warrants | County Occupation [Dog Tax | Int. on ‘ranchisocs |Unclanal- [Balanco
‘ | . Licenses Rank Dop. fiod
HIGLUAY  FUND OTHER PFUNDS CITY TR . CURLR
HuCRIPTS  FROM MEMORAYDA RECYIPTS |[PaYlinivtd IBALACE
Yarrants County etoc. Balance | Varrants | Receipts

Form 5.

Balance




» Chapter IV
APPROPRIATIONS AND APPROPRIATION ACCOUNTS

~ Af'ter provisions have been made by ordinance to secure

- the revenues nesded to meet the estimated expenditures of a
certaiﬁ fand, the next step in the legsl procedure is to so-
cure an appr6priation in order that sﬁch expenditures,can be
made. According to the Kansas Statutes R.S. 13-1404, "All
-expenditﬁrés of moneys for any purpose shall be in pursuance
of & specific appropﬁiation made by ordinance, and in no other
manner whatever."! These revenue and appropriation ordinances
are ueuaily made when the budget is adopted to take effect at
tﬁe beginning of the next fiscal year. However, the appropria-
tioﬁ'ordinance'for the budget may be in a lump sum, and more
specific appropriations be made 1ater to provide for the
specific needs within the budget.

; It can readily be seen that the appropriation is the
first step nécessary‘bafofe aﬁy 1iability can possibly be in-
- curred or an ax?enditure~made. Therefore, in the accounting
system, 1t 1is essential that accounts be kept with eppropria-
tions in order to limit and control the expenditure of an
expendable revenue fund. Since expenditu:es are made daily,

‘a record of the ekaet condition of each appropriation should

1. Kansas Revised Statutes 1923 « Section 13-1404.,
88
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be kepi daily. In order to do thls satisfactorlily in a large
city, & speciai appropriations ledger must be provided. This
ledger form will be presented and explained later in this
chapter.
| "An appropriation may be defined as an assignment from
'the estimated revenues of a government fﬁnd to meet specific
kexpendituresgug

kAli appropriations from a fund must be in accordance with
the specific purpose of the fund and not in excess of the actual
reveﬁﬁesrreceived.fcr the year.3 Therefore, accounts for appro-

priastions must be made according to funds.

Classification of Appropriations

| Since all sppropriations mnst‘be,in accord with some
specific purpose, connot exceed a certaln amount, and must
reiate{to a fiscal period 1f pertaining to « budget item, an
act of appropriation not only authorizes éxpenditufes but fixes
limitations‘governing such expenditures. Appropriations may be
classified according to:these'restfictionsvés follows:
"(1) Restrictions as to amount and period of availability.

(2) Restriction as to manner of spending.“4

2. Lloyd Morey, "Introduction to Governmental Accounting,”
- p. 39.
S+ Kansas Reviged Statutes 1923 - Section 13-2601.
4. PFrancis Oakey, "Government Accounting and Reporting,"
, : ‘ p. 162,



90

As to amount appropriations may be definite or indefinite.
Appropriations are definite when a specific amount 1s stated,
such‘aS'are gea@raliy found in budget appropriations. Approp-
riations are indefinite when no specific amount is stated, but
the anthorizétienvmay be granted to spend such an amount as may
be neceséary to accomplish a certain specifiéd object or to
carry on & certain specified activity; as capital appropria-
tions for additicns to fixed assets or permanent property; or
it may be an authorization to épend an estimated sum, such to
consist of the total»receipts from a certaln source or a cer-
tain fund for the periocd. This kind is not at all satisfactory
for'buﬂgetary‘purposes. |

As to period of availability appropriations may be fis~
cal or current and continuing or recurrent. Appropriations
sre fiscal when made to meet the expenditures of a given fis-
cel period, usually annusl or bienniél. In cities of Kansas,
the fiscal\period is annual. If there is any.unencumbered bale
ance in the sppropriation at the end of the year it should be
closed back into the surplus of the fund to which it pertains
to be added‘to the révénues avallable for the next ensuing
fiscal period. ‘Continuing appropriations (some authorities
‘prefer to call them recurrent) are those which, when‘onée

established, are renowed automatically each year, without fur-
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ther action on the part of the legislative body untll altered
or revoked. These, like the indefinite appropriations, are
not desirable from a budget and accounting standpoint.

_ ;InVregar& to the restrictions as to the manner of spend-
ing, ?conditioﬁS‘méy be gttached to an appropriation respect-
ing (1) the locality in which the expenditures are made; (2)
the‘dbjaéttef~expenditures; {3) the activity or class of work
to be undertaken; (4) the rate or price to be pald; (5) the
kind of service to be obtained; or (6) the kind of supplies,
matéﬁials, and eguipment to be‘purchased.“S

A classification by'purpdse is sometimes made and may be
1nciudgﬁiinfthe above festristiens‘ ‘According to this classi-
fication, "appropriations willbﬁSually be made either for
(a)Adepartﬁeﬁts, providing for £he fiscal expenditures of the
various departments of government, or (b) object of expendli-
‘ture such as salaries, equipment, materials, etc., or (c)
specific purpose, such as new bullding, purchase of land,
_ ethﬁ6} | |

When the épprcpriaﬁion is made to departments it is con-
sidered a lump sum appropriation, but if to objects of expen-

'ditune,.an“iﬁemized appropriation.-

5, Francis Oakey, "Government Accounting and Reporting,”
pri’ 166'

G. Lloyd Morey, "Introduction to Governmental Accounting,"
Pe 40,
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flach appropriation should be kept separate in the account-
ing records and should be identified by a code number.

Classification of Expenditures

The budget classification of appropriations must corres-
pond to thGVQXpeﬁditure'classification of the various depart-
menta 1f sccurate estimates are to be obtained. The expondi-
ture classification was discussed In chapter II and the dis-
cussion will be supplemented here, Its most important use is
for budget purposes. The department head needs it to detormine
the expenditures of his department for various purposes over
preceding years to be used as a pasis for estimating future ex-
penditures. The executive end financial administrator must
have 1t to make an accurste comparison of the city expendi-
.tures over previous years, and also e comparison of the ex-
penditures of the different departments. Legislative bodies
‘need it to make up a serviceable budget and as a basis for
malking appropriations. The puhlic can be informed adequately
»csnﬁerning fihancial‘operations 6nly by means of a classifica-
tion that 1s prectical and uniform.

The expenditure classifigaticn by Mr. Buck, presented in
chapter II, has been used in this thesis, because it is com-
plete and can be made to include the five bases of dl&ssifica-

- tion as follows:
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1. By funds
2+ By organization units
3« By actlvities or functions
- 4. By character of expenditures
- Be By object of expenditures
It inéludes‘the classification by funds since all expen-
ditures are required by law to be made from the funds into
Wﬁich revenues are;paid; therefore, the fund classificatlion 1s
made autcm&tically; and must be accounted for in that way.
Ciéssification by organizatlion unlts 1s brought out since
nearly all appropriations are made to departments within the
fund. This is done in order to fix responsibility for the
- proper adminigtration of the expenditures. This classifica-
tion can be made through thé-appropriation accounts since they
are arranged that way in the budget.
,Sincs each department may carry on various activitieé,
~the appropriations will probably designate the activity to"
- which the expenditure is made. Therefore, the classification
~and the accounting for 1t will be made from the appropriation
accounts as it wes for the departments.
- The clasgification by~objec£ is necessary to show the
purpose for which the exgenﬁiﬁure vas made. This classifica-
‘tion 1s made on the voucher by which the expenditurs is con-

summated, and entered in the sppropriastion account by means

of & code muber. This will constitute the basis for a month-
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1y cléssification Ey object through the expenditure analysis
leﬁger;v At gichita;‘the expenditure analysis 1s made from the
vouﬁher register to the éxpenditure analyslis ledger. The object
| analysis can be shown inA%r; Buck's classification by breaklng

the'expenditures‘np into as detalled items as one could wish
under the mainfgrgupAheadings; the detalled héading, of course,
furnishing the account titles; It is preferable for statements
and cgmparisons tclgroupvthe smaller items under the seven main
headings; since many minor expenditures in the different depart-
ments are not alike; At Kahsas Gity; ﬁhe expenditure control
jcurnal or ledger form 1s arranged so that the seven most usual
objects of expenditure such és salaries; equipmeént, repairs,
,sﬁpplies, telephone, laundry; and telegrams; w11l be presented
with one or two extra blank lines and & space for unclassified
items. All minor items are placed iﬁ this unclassified group
and reéénalyze& for repo:ts; At Topeka, the vouchers rsgister
is divided ﬁp into about this same npumber of headings and all
the expenditures are classified under them. At Salina and
Wichita,tthe items of expenditures are numbered consecutively
through each department and division of.goverhment.‘ The num-
ber of items in each.divisgon rénges from one to forty amd

the total for ali is well above two hurdred. These, éf course,

represent,similér items in the different divisions and are
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consequently a &uplieation of items. This arrangement shows
each detailed 1tem,:as salaries for each individual, etc. Suéh
detalled items, of course, éhould be kept, but to compare the
expenditures of one department with the other or thal of one
city with another, these mimute items vould have to be grouped
under»larger‘and more inclusive headings. At Abchlson, the ex-
peﬁditurés‘abe divided into seventy or more different items.
| The character clasgsification can be made from the oxpendi-
ture. analysis ledger, on the basis of the object classification
wheheierliesired for reporting p@rpoaes. A statement of expendi-
tures should be made For all the‘depértments and funds according
to the‘méin character‘classification; and a separate supporting
statement for aéch.character‘grcuping divided up according to
objects. The’character clagsification need not be shown in the
books of account, but is used in statements to show how the

different expenditures ere financed.

Expenditure Estimate Forms

‘ Sinég one of the most important uses of a proper expendi-
ture classification is to aid the depértment head invpreparing
the budget estimaté,vit'is Important that the budget estimate
forms be prepsred so as to include this classification. The
budget forms for éxpenditure estimates presented here, are

mede up from suggestions presented by ¥r. Buck.’ fThese forms

7. 4. E. Buck, "Muniecipal Budgets and Budget Making," p. 33.
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are simple, yet cdmplete enough to record all iltems in each
department and division in sufficient detail to be easily
understood. Only three forms are required to make up the
~estimates for all the departments. The summary form C-1 was
shown in chapter II, and ﬁhévtwé‘supporting forms A and B of

C~1 are shown on the following page.
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‘ EXPENRDITURE ESTINATES FOR THE FISCAL YEAR
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f*‘!\(!ﬂt :;00000 s e 000

I» SGI‘Viceﬁ - Personal Dep&rtm@n‘b............... LOOLXCLORQ.....c.o-....‘..
Salaries and Wages Regular DivisioNnisececsocacenese CliyYieeeeeeacetsncacocnnss
Code Title of Name of incumbent, |[Law or Palaries |[Salaries Compens. Requested Increano pllownnecoe |''emo=-
To. Position . | or specify "Vacant" |Ordin. {Previous |Curvent [Wo. of [llo. |valarics or v Pudpeet (randa
’ ' or "New Position" [Fixing | Year Year Fmploy=-jof |or Vapos |Decrensc ['aking au-
Salary ees dayvs|{ proposed thortity
Form 6 (a

Schedule G-1B
. : EXPENDITURE ESTIMATES FOR THE FISCAL YEAR
II. Services -~ Contractual Department.seeececcassee

f"hﬁdt .\:OOQOQQQD.O‘
In‘ocatlon..liQ...‘..‘.Q.‘.

Cit f 3N SR B RN BN N N BN R BN SRR BE B B B BN
Communication and Transportation DivisioNeesesssecovsveas v
. ' ,  jhstimated
Code Commodity or Purpose Expendi~ |Expendi- Request for Budget Year Increcase $llowance
. No. ~ tures for |tures for , or ¥y Fudget Yemoranda
Previous |Current [io. of [Price smount |Decrease Jaking ou-
Year Year - Pnits |per Unit thority

Form 6 (b)
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All the information needed for Services-Personal, the

first main heading of the expenditure classification will be
made on form C~1A. A separate sheet should be made out for
each of the three subdivisions of Serviees-Personal, that is,
Salaries and Wages regular, Salaries and Wages, temporary, and
Other Gaﬁpénsatian. This form shows the name of the position,
and the name of the person in this position. However, if it
13 a new position'being created or an old one eliminated, 1t
can be designated as "New Position" or "Vacant," instead of
the incumbent's neme. Compensation for the previous year and
current year for each position is shown as & basis to make the
eatimate. This is followéci by the compensation requested. In
case of ’;émperary emplayeeé where the names are not importent,
spaces for the number of employeesband estimated days required
for each are entered together to get the total estimated wages.
Any 1nc:r~eases or decreases over the present year can be shown
in an extra columm, and a'spacé under memoranda to give reasons
for this or any other suggest‘ioné necessary. 4 column referring
to the law or ordinance fixing the. salary is also very helpful
In making the estimates. After the budget has actually been
made.up, the smount allowed can be entered in the column, Allow-
ance by budget-meking authority. A spaée shouald be left for the

code number to aid in proper identification of each item and to
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record in the books of account.

The second form‘CnlB can be used for all expenditures in-
¢luded ﬁnder}tha main headings of the expenditure classification
from two to six)inelusive,‘that is, Serviges-Contractual, Commodi-
ties, Current Charges, Current Obligations, and Properties to be
met by cﬁrrent fevenue. The same form, bub on separate sheets
eould be used for all properties to be mét by assessments or de-
ferred éhargas; However, supporting expenditure data should be
attached for all requests that are out of the ordinary. Requests
for buildings, lana,_ar general iﬁprovements should be accompanied
by plans, déSGPiptions, location, etc. In the first column of
this férm méy be stated the specific commodity, article, or item,
and,'if’necessarj, the purpose for which the expenditure is to be
made. The next two columns show the expenditures for each item
for the previous yssr, and the estimated amount for the current
year, respectively. The column, estimated expenditures for the
current year, could be ﬂésignated the actual expenditures so
far in the current yesr, if desired. The column for requests
for the budget year is divided up into the number of units de-
sired, the price per unit, end the amount. Columns to show in-
creases or decreases; and a mémorandum for such reessons as are
necessary for proper explamation follow. 4 column to show the
actual amount allowed by the budget making authorities should be

included.
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The above forms will ve used by dopartments, bureaus,
institutions, and all other spending agencies. The forms will
' then be ¢ollected by the de?artment head responsible, and the
information sumﬁafized by‘him on the_appfopriation analysis form,
schedule C-1 shown in chapter'lx.‘ If separate sheets are pro-
vided for each.eigendi%nre heading, the classification under the
proper groups can easily be made in the suﬁmary shoet, |

Fach department head then wiil turn in‘ﬁﬁ the budget staff
agency one summary sheet, schedule C-1l, and as many sheets of
the two supporting forms) schedules ¢-1A and C-1B, as were used
to make up the summary. The supporting sheets will be used
only as a reference as to specific items. Each department head
must}be prepared to defend his estimates,

‘The last maln heading of the expenditure classification,
Debt Payments, is not entered in the estimates of the various
spending agencies. It is usually madé up for the budget on a
special form by the chief finance officer.

After the budget is approved and the appropriations made
the steps incldental to making an expénditure from 1t are as
followg: |

"l. The issuance of a requlsition by the départment head
or officer in charge of the work for which the appropriation
wes mede, This requisition is & request on the central pur-

chasing authority to supply certain materisls or equipment as
listed. The requisition must show the appropriation out of
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which the expense is to be meb, must be signed by the officer
making the request and should be approved by the head of the
- division of govermuent under which this department falls,

‘2. The certification of the requisitlion by the auditing
division~indicating that there is a sufficient bhalance in the
eppropriation to meet the proposed expoenditure and that the
expenditure is in accordance with the purpose of the appropria-
tion.

3. The placing of an order or contract for supplying mat-
erial or eguipment requisitioned, this to be done by the cen~
tral purchasing suthority. This may consist of an order or con-
tract with sn outside concern or an order on a service or stores
department of the government.

4., The entering of the order or contract as an encumbrance
of the appropriation to which it is chargeable,

5. The checking of the poods on receipt to determine vhether
they ars the quality and quantibty ordered.

6. The preparation of ¢lalms for payment in the form of a
voucher to be certified as follows:

(a) By the persan opening or examining the goods.

(b) By the department head or officer who issued the requisition.

(¢} By the purchasing authority placing the order or contract.
7. The auditing of the voucher by the Auditing Department.

8. The entry of the voucher including an entry of liquida-
tion of the order or contract.

¢. The issuance of a warrant against the Treasury for the
payment of the voucher. :

10. The payment of the warrant by the Treasury."8

Lecounting Entries for Appropriations

The first accounting entry must be made when the order or

contract is placed. This is an encumbrance against the appro-

8. Lloyd Morey, "Introduction to Governmental Accounting,”
p. 41.
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pri&tion, and although not & real liability, it 1s a fund 1lis-
biliéj,:an& must be reeordéd to show the true condition of the
various appropriations. A real liability is created and an ex-
Jpénditure is conaummaﬁed when a voudner'is passed for payment.
Xf‘ﬁhis voucher is made to pay for a previous encumbrance, the
fund 1iability becomes a real llability, but the free balance
remains the same, unless thé actﬁal expepditure was more or leas
than the estimeted amount of -the order or contract. In such
case an ad justment must be madef‘.If,the voucher has not previous-
ly bveen entered as an endumbrance, such as, payrolls, travel
vcuchefs, frelsht, express, etec., the free balance will be re-~
duced by that amount. Acgounting entries will have to be made
then to clear the encumbrances froé the‘appropriation,account,
for those itéms aiready encumbered, and other entries for all
the #ouchefs méde and gudited. The last entry is made when
the wafrant is issued in payment of the wvoucher.

IllusﬁfationAof these entries according to the two methods :
presented in the othei chapters will now be shown.

- The accounbing en£ries for the budgeﬁ estimates for appro-
priaiions have already been set up in chapter II. The controlling
accounts for the appropriations from each fund were credited with
the appropriation as made in the budget, unappropriated surplus

béin@ debited. As’expenditures are made the appropriations
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acscunt, both controlling end subsidiary, will be debited. If
the appropriations acecount shows an unencumbered credit balance
at ﬁhe close of the’fiscai year it will indicate that expendl-~
tures were not as mich as expected, and will be closed back as
an aé&ition‘tc the surplus. If a debit balanca, it will éhow
that the éxpenﬁiturés have been greater than estimated. This,
of course, shauld never happen unless the reverues turned out
to be greater than:the budget estimates to make a surplus avail-
‘able from which these extra current expenditures could be psid.
The bhalance of appropriations, as in the balance of estimated
revenues, will always be closed into surplus at the erd of the
fiscal period. ®hen expenditures are mede, expense may be
SEbited, instead of appropriations, in vhich case expense nmust
be deduated from appropriations in makling the fund balance sheet.

It is necessary to make accounting entries for these ex-
- penditures when they are firsﬁ entered into, in the form of con-
tracts or ordérs, Thege are expected fund lisbilities and since
accounts have previcﬁsly been set up for éstimated fiscal re-
sources, accounts must be set up with them also. These encum-~
| brances will be kept.in contragt and order registers at estimated
cost, from which they will be posted periodically to the con-
ﬁroiling acéounté in the general lédger. They should be entered
daily to the respective_appropriations accounts in the subsidiary

appropriation ledger.
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Entries for encumbrances. First Method®
To post order and contract register:

(10) In General Ledger (ﬁonthly totals of all encumbrances
‘ under each fund):
General Fund

Dr. Appropriation Encumbrances 42 800
Cr. Reserve for Encumbrances 42 800

‘ upeeial Fund
Pr. Appropriation Encumbrances 600
Cr. Reserve for Encumbrances 25 600

1o
W\

In subsidiary Appropristion Ledger
Dr, Individual appropriction accounts (post each item)
- Executive Department~sen. ?und 837

Pinsnciel S 000
Public Yelfare ™ n T 11 963
Public Vorks " o T 25 000
Legal v " " 2 000
City Lngmneer’s ~ Spee. " 5 600

Street R " 18 000

Second Hethoal®
{10) In CGeneral Iedger (Monthly totals):
Gerersl Fand

Dr. Appropriations, 1927 42 800
Cr. . Open Merket Orders Regerve- '

- Appropriations 42 800
- Per register of orders placed .

Since this eéntry affects the fund accounts only, there is

no need of a collateral entry. It is preferable to credit the
~ specific encumbr&nce affected rather than to credit reserve Tor

encumbrances, and this should be done in both methods. If the

9. Iloyd Morey, "Introduction to CGovernmental Accounting,”

p. 42.
10. D. C. Eggleston, "Municipal Accounting,” p. 186.
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encumbrance was for contracts, the credit would be to con-
tracts reserve, aﬁd if for miscellaneous claims, to miscellaneous
- claims reserve, | |
Thé next accountiggAentries will be for the ggtual ex-

( peﬁditures'which have been qdnsﬁmmgteﬁ by vouchers, and will
fall}under~two general classes: .

(a) Items which have been-preéiously entered as encumbran-
ces. " - .

(ﬁ) items which have not heen previously entered as encum-
brances.,

When véuchers,jwhiéh have been previously encumbered, are
éertifie& and audiﬁed, entries must be made in the order or
contract regiater~liquiéating the item or(items previously en-

- tered as an encumbrance. These entries will be made at the

‘estimated cost as originally entered. These entries will be

‘made in the subsidiary appropriations ledger dsily as they
. are vouchered in order to c¢lear the account, éb that the other
charge to appfopriations»on aecount of the,vouchérs can be
entered. Thus, if only the encumbered items are vouchered and
the vouchers are the same as the estimated cosﬁ recorded in the
encumbrance, the free baiance of the eppropriations will remain
unchanged. If different, the balance will &utoﬁatically take

care of itself, as will be explained 1atér¢
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g Entries for Encumbrances vouchered. First Methodll
To post orders vouchered:

(11) In General Ledger (monthlv totals of all encumbrances
under each fund):

General Fund

Dr. Reserve for Encumbrances 37 400

Cr. Appropriation Encumbrances 37 400
Special Fund ‘

Dr. Reserve for Encumbrances 23 600
~ Cr. Appropriation Encumbrances 23 600

In the subsidiary appropriations ledger, entries will have
been made on the day the voucher 1s posted to offset the debits
to encumbrances. The general ledger postings at the end of the
- month will represent the totals'af the suhsidiafy ledger post-
 ings during the month. It rust be remembered thet these post-
ings to the subsidiaryvledéer during the month are to offset
the.encumbranées previously debited so as to clear the encum-
brances. Thess entries therefore must be at the estimated costs

of encumbrances.

Cr. Exeeutive Denart‘ent~0en. Fund 765
Financial 2 600
Public Welfare f' " " 11 035
Public Works " " " 21 000
Legal ” 1 " 2 000
Gitv Engineer's" Spec. " 5 600
Street o " 18 000

- The lasht three items will be closed out in the subsidiary
ledper, since all the enﬁumbrances in these departments were

vouchered.,

1l1. Lloyd Morey, "Introduction to Governmental Accounting,"
Pe 43.
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Instead of having ﬁhe‘abové_sntry, the credit could be

made dir§ctly to vouchers ?ayable with & debit to reserve for
"encnmbfégcés to clear the lattoer asccount, but if the actual cost
of the encumbrance were different from the estimated cost, an ad-
justment would nave to be made in the gonoral ledger control ac-
county thet is, if the zctual expense wsre greetcr than the esti-
mate, the reserve for encumbrances would be &ébited for the csti-
mated cost, and appropriations debited for the difference, while
vouchers payable would be credited for the actusl cost. There- .
fore, the extra entry above will avoid such necessary edjustments
1an the generai ledger control account and aﬁjnstments need be
made only In the detail or subsidiary accounts. The eppropria-
tion encumbrances account is really a pgrt of the approprliations
account, and should be deducted from the latter in tho balance
sheet to show fhe unencumbered bglanée. No corresponding entry .
is made fof this entry'in Lthe second ﬁethod.

" Since vouchers are required to be made oud for'evory clainm
égaingt thé government Eefore a liability 1s Incurred, R.S.
13-1414 énd 10-802,12 postings from the vouchers regilster will
include boﬁh appropriation items and non~appro§riation items.

The appropriation items will include both the itsﬁs alrcady en-

cumbered and those not encumbered. Since the above entry has

12. Kensas Revised Stetutes 1923 - Sections 13-1414 end 10-802.
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cleared the appropriatlon sncumbrances account in the general

ledger and it 1s cleared in the subsldiary ledger through the

dailly posbings, the totals from the vouchers reglster may be

entered as follows:

Mrst Method15
{Control Accounbs)

(12) In General Ledger (ilonthly tobals):

Gencral Fund

Dr. Appropriations 65 820
Loens Payable 5 000
Cr. Vouchers Paysble 70 820
Special Fund
Dr. Appropristions 47 800
Cr. Vouchers Payable 47 800

In the subsldiary appropriations ledger the individual

sppropriations accounts will be debited daily.

Dr. Executive Department Gen.Fund 4
fMinancial » noon o
Public Welfare " voon39
Public Works " " " 25
Le gﬁl n " f . 6
City Engincerts” Snec. ™ 14
Street " noon 33

The above debits will be made at the ssme

for encumbrances were made, therefore, leaving

800
600
000
500
920
€00
000

time the credits

the free balance

of appropriations so far as the encumbrances are concerned the

same, except when there is a difference between the estimated

and actual costs.

The vouchers register is closed and posted monthly to the

13. Lloyd Horey, "Iatroduction to Governmental Accounting,®
D 44.
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general 1edger'bsntrol..iﬁgst.of the items bf expenditures will
be appfopriation items, but a few such as loans payable, will be
voucher=d and pasted'to‘ﬁhe-respecﬁive account title.

| | Second Methoal4
(12) In Gereral Ledger (Monthly totals)
| General Fund

Dr. Expense : 65 820
- Loans Payable 5 000
Cr. Vouchers Payable 70 820
(122} Dr. Appropriations 1927 28 420
Open Market Orders Res.-
Appropriations 37 400
Unapplied Surplus 5 000 '
Cr. Availablie Cash Surplus 70 820

- Ter reglster of vouchers.

In addition to éhe‘previoua debits to the subsidiary appro-
priations ledger totaling 42 800, the above amount of 28 420 will
be divided among the separate individual appropriationé accounts.
The 5 000 charged to Unapplied Surplus repres:nts the temporary
loa@é paid. -

The Voucher Reglster

Since 1t 1s a part of the dutics of the auditor, R.S.
13~2108;5't0 keep a record of all liabilities or vouchers, &
voucher register or registers mast be provided. A warrant regis-
ter is also kept by the treasurer to record similar informat ion

for the warrants drawn, but if the warrant and voucher scre num-

14, D. C. Lggleston, "yunicipal Accounting,” p. 196.
15. Kansas Revised Statutes 1923 - Section 13-2108.
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~ bpered alike, the vouchers register would contain all the in-
formation needed in the warrant register, which could therefore
'nﬁg dispensed with. The vouchers register form shown on the
following page may constitute the wérrant reglster provided Lhe
warr&nﬁs and vouchers CG?Péspond, 80 fér this reason no warrant
register férm viil bé showmi Se#eral good gprms of wvoucher
registers wefe.fﬂund but this form is well asdapted to & city of

‘ any/siZé, and by use of the expense classification columns, the
items can be made;aé detaliled as desired. It 1is almost exactly
the form uscd at Wichita and Salina. If‘it is desired to use
separate voucher registers for each department and fund, the
'fseparate columns for debits to othef funds and for the &ppropria-
tion items will,not'be’needed; since all the debits to appropria-
tions and non«appfopriation items, and credits ?o vouchers pay-
able will be médéjﬁo the fund for vhich the voucher register is
used.

Touchers will be entercd conSecutively as they are made,
and the appropbiation items will be posted dsl 1y from the appro-
priatisns‘column to the individual sppropristion accounts in the
subsi&iarﬁ Appropriatioﬁs Ledger. The other columns will be

.ciosed and posted monthly to the general ledger as is shown in
entry mumber (12). The total credits will be to vouchers ﬁay-

able according to the diffevent funds and the deblits will be



. VOUCHER RUGISTER

Credit

Debit

Debit

Date |Vouch~-|Warrant | Neme of Paﬁee Item “Appropria- Expense
er No. ¥o. - |{Deseription) |Vouchers| General {Other |tlon {Dept. |Classification
: : ? Payable | Fund Funds|or Fund) sect. |Amount
: , ~ and Noy | No. ‘
Form 7.

Tt
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divided among.the approp?iation and non-appropriation items.
The expense(classification is made -immediately as the voucher
‘1s‘entered; bﬁt need not be posted to the expenditure analysis
ledger until the close of the month. However, the expense
analysis can be made frdm:the subsidiary appropriation ledger
if 80 desired.

"At Topeka, extra columns were used so as to analyze the
axpenditures into seven or eight main heads in order that the
totals cmuld be posted to the proper expense clas«ification.
This could be done if most of the expenditures fell under seven
or eight main heads. Then an extrﬁ column‘could be provided for
miscelianeous or unclassified expense items to be claésified at
the end of the month. Nearly all the other cities had the ex~
penditures clasgsified only by funds or departments, a separate
column for each one. The expenditure classification by objects
being made at the end of the month directly from the vouchers.

| 'In Kansas City the expenditure analysis is made through
an expenditures journal or ledger (form on next page) in vhich
the expenditures are classified at once by funds, organization
units, and objects, Since the departments are organized along
functional lines it also glves the functional classifiéation.
It is a splendid method of cbntroi and arises immediately froﬁ
the ordinance which created the liabili%y, instead of from the

i

\



EXPENDITURES

POR MONTII O MARCH

113

[ Date - Pate - Date —-—— Late .- -
= | ord.No.| Amount {0rd.%o.| Amount |Ord.iod Amount|Ord.io.| imount 1 “ S
o 127623 | $31254 [~mmmene | ~mmmmn e | mmecen e | -
4| e e e T Y L LT cmmmme|mmanaa | cmeeae]txpondd- |ixpendlas ) ixpendi-
ﬁ I R el B L et} ———— ] mmmcea]mmcnca | meeaaalburon for|turaes fream| turcas fronm
. g 6 | wmmmmm [rmmmee | e e | e mmmmen | memee=|Yonth of [Lac,5l=t'201L0e,31=1008
N ‘ O - e | mee | e | | ~mmmcafaacana | cceaaa! lHapch Feb OB« 1001 M 01100
Division . Items . Q [TTotal | =e-=<< ToEaL | —mm==< Total| wmeeoe| ToLaLl | —ommn-
o Salaries 1
- Equipment 2
[ .
& 8 | Repalrs 3
8o Supplies 4
'.g+> Telephone 5
H s %
¢ Telegram
=2 oo <
2a 8
& | Unclassified 9
@ Dept. Total
Eal o
I
EHl 56
HBE] OB
Eod] 43
Zol on
o n o]
HE e
e FE)
O Ll g
::}gi\ © Dept. Total
;-Q?rg —
o
g e
#f-vt S‘QQ\!
1= W
& £ i)
=
2 Dept. Total
Dept, Total
FUND TCTAL
" ‘
b
28
=1
s

Form 8.
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‘voucher, The voucher register then would havé to only record
the date, the voucher number, the payee'!s name, and the amount
of each voucher. The bozrd of commissioners meef twice a week
to pag#*pﬁﬁin&nces in which all claims are ailowed, and the se
are-réécrded in the expenditures record on that day. There
Wduld be'as many appropriation columns in the monthly record
as ﬁhé comﬁiés1oners met or from‘eight to ten. A column is
then shown for the totals of each item, each department, ani
each‘fund for ﬁhe.month; another column for the expenditures
up to the current month; and a third column showing the total
of all expendituresltc date. The department totals end fund
totals are entered in red ink so as to readily distinguish them.
in the suditor's annual report the expenditures are shown for each
month es 1t is in the’reportvof receipts. The budgét amounts are
also set up by the department headings as a,guide to show whether
the expenditures are within the budget. This method, however,
~does npt‘shéw bhe exact balance in the appropriation aﬁcount at
all times, nor does it take into account the encumbrances against
the appropriations. This form is arranged so as to allow for:
the usual nurmber of mein items and an extra line for other mis-
cellaneous items which are classified separately for reports.
An extra division under the General Government fund is the sundry
expense account in which is pléced all items of expense that do

not fall into the other departments.
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The Appropriation ILedger

In order to keep a proper accéunt of all transactions re-
1ating to eaeh‘appropriation account, & special form is desir-
 ab1e, s reproduction of which will be shown on the’next page.16
It shows eacﬁ encumbrance, the 1iquidation of each encumbrance,
the vouchers, transfers, ete. cherged agalnat the budget appropria-
tions and other special eredits, anﬁ shows at‘all times the free
ahd;unencumbered balance of the appropriations. The explenation
of this form as given by Mr. Morey will be given in full.

"The first entry in an appropriation account is the budget
appfopriatian itself, made from the budget, through the General
Journal. 'Entries are then made from the Order and Voucher Regls-
ters as transactions arise. Order No. 32, for example, in the
form given, 1s estimated to cost $100, and this amount is de-
ducted from the free balance. Other orders follow and are simi-
larly treated. On January 5, two vouchers are presented which .

- do not relate to orders entered. These items must be deducted
in full from the free balance, Voucher o. 64 1is for order N.
78, which was entered as $450. The voucher is for the same
apmount, and no change in the balance results. Voucher 87 is

fo order No. 114, which was entered at #215. The voucher is -
 for only %212. 10, so that theé balance is increased by the differ-
ence, or $2. 90¢ Voucher No. 112 1is for order Fo. 52, which was
entered for $100. The voucher is for $104.16, so that the bal-
ance must be reduced $4.16. TItem of Jamary 20 represents a re-
fund on a payment made in error, which is now credited back to
the appropriation.”

This 1edger form can be kept with pen and ink, but it is
easily adapted to the use of the boékkeeping machine, In this

way the transactions can be recorded rapidly and accurately, and

16. Llovd Horey, "Introduction to Governmental Accounting,"

p. 47a.
17. Lloyd ¥orey, "Introduction to Governmental Accounting,”

p. 44,



APPROPRIATION LEDGFER FORH

" APPROPRIATION TITLE

‘kExecutive Department

~ (with 1llustrabive entries) ___YELR 1924 ,;A
- I SR 2 3 4 B . 6 7 a8 9. 10 .
Date ' : Encumbrances boudher Transfer | '
Notes | 1924 Reference [No. Kame Ltem Dre ~Crs |Debits Debits |[Credits [Balance
(1) {Jen. T Jour. T |Pudget Appros 5 000 00 [5 000 00
_ (2) 2 Or. Regs | 32 [Smith & Co. 100 00  |a 900 00
(2) 4 wooowT 178 IBrown & GoO. 450 00 o 4 450 Q0
(3) 5 Vou. Rege | 16 |A. B. Jones 3 B 41 18 4 408 82
(3) . n " 21 |Anna Brown 1 - 1100 00 |4 308 82
{2) 8 Or. Reg. [114 |Jones & Co. . 218 00 o ' |4 093 82
{4) 10 Vou. Regs | 64 [Brown & Co.(78) | 6 450 00| 450 00 4 093 82
5 (3) 12 | Or. Reg. {165 |Green & Co. 72 00 ; 4 021 82
- (5) " 15 Vou. Reg. | 87 |Jones & Co.(114) 2 215 00| 212 10 4 024 72
" (6} 18 " " 112 |Smith & Go.(32) {4 100 00| 104 16 - 4 020 56
- (7) 20 Cash Rec. | 12 [Jones & Co«(114)| Ref, 1804 022 36
- (8) . 24 Stores Reg 64 |0ff. Sup. 62 16 , 3 960 21
- - 31 ' Totals and Proof 837 00 | 765 00 907 44 62 15 |5 001 80 |3 960 21
‘ ; ;
Columns Footings
1, Date of orlginal entry - 6. Dr. Total orders placed; checks with order
2. Reglister or book of original entry : register
3. Document number 6. Cr. Total orders paid (original estimate);
4, Neme of payee or other description difference between Dr. and Cr. represents -
5. Symbol or other description of ltem orders outstanding, and checks with
6. Entry of estimated cost of order in "sppropriation encumbrances" account.
‘ Dr, column; when paid, entry of original 7 Total vouchers charged; checks with
estimate is made in Cr. column. , voucher register
7. Vouchers audited 10 Prove as follows: 9 -~ (6 + 7 + 8) = 10,
8, Stores or other "intra-mural" charges Checks with "Appropristions" account less
9, Credit items "Appropriation' Encumbrances.
10.Perpetual balance
Notes ,
1. Budget appropriation entry 5, Entry of purchase voucher paid at less than
2, Entry of order placed estimate -
3. Entry of non-purchase vouchers 6. Do. more than estimate
4, Entry of purchase voucher pald at same 7. Refund for overpayment

smount as order estimate

8. Entry for stores order

Form 9

oTT
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severéi coples can be made for each approﬁriation account.
Since the appropriation acéounts are probably the most import-
ant accounts Lo control that ére used in municipal accounting,
due to tbe fact that a severe penalty is attached to overspend-
ing the amount allowed 1in the budget, it is very important that
2 daily balance be kept at all times. The task is made easy by
the bookkeeping machine, and In & large c¢ify 1its use is very
essential.

Statement of Appropriations .

Although each copy of the appropriation account in this
form is a splenﬁid report of the respective appropriations, a
statement in the f‘orml8 on Lhe next page shouldAbe made up for
all appropriastions, and the totals carried forward to s summarv

statement showlng the apprnpriations in total by funds and divi-

sions.

18. Lloyd Horey, "Introduction to Governmental Accounting,”
p. 47.



STATEMENT OF ﬁPPBGPRIATIOKS

(4)

(5)

See spocilal form

Statement 3.

‘ N (1) 2) (3)
- Fund : ‘ . - '
Division Appropriation o Unexpended |Encumbrances ({Unencumbered
Appropriastion and Credits [ixpendltures Balance : ‘Balance
.. i , ' (1-2) {3=4)
General Fund ’ :
Executlve Department(a) 5 001 80 4 800 00 201 80 72 00 129 80
Finencial 10 000 00 9 600 00 400 0Q 400 00 S
Public Welfare " 20 000 00 19 000 00 1 000G 00 928 Q0 - 72 00
Public Works " 30 000 00 25 500 00 4 500 00 4 000 00 500 00
Legal " -7 500 00 & 920 00 - 5680 00 580 00
Total (72 501 80) (65 820 00) | (6 681 80) (5 400 OO) (1 281 80)
‘ Special Fund ‘ o
City Enginecr's Dept. 18 000 00 14 800 00 200 00 200 00
Street 34 000 00 33 000 00 1 000 00 1 000 00
Total (49 000 00) | {47 800 00) (1 200 00) (1 200 00)
Grand Total 121 501 80 113 620 00 7 881 80 5 400 00 2 481 80
(1) Column 9, Approprlation Ledger
(2) Column 7 and 8, Appropriation Ledger
(3) Total agrees with "Appropriations' balance, General Ledger
54) Column 6, Appropriation Ledger
5) Column 10, Appropriation Ledger

8TT
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Entries and Shatements for Disbursements

After the vouchers are properly certified and audlted,
warrants wiil be issued by the accounting department covering
these vouchers and payable from the raSpedtive fund. Since
‘a warrant is aﬁ drder on the Treasury to pay a glven sum of
money,\it is treated as cash on the accounting records. The
“eash account for fhevrespective‘fund teing credited for the
emount of the warrants, the total of which is posted monthly

from the voucher or warrant reglsters.

| First Methodld
(13) General Fund

Dr, Vouchers Payable 67 420

Cr. Cash : 67 420
Special Fund ' : .

Dr. Vouchers Payable 45 200

Cr. Cash ; 45 200

if the paid warrants are returned daily by the Treasury,
‘an entry could be made debiting vouchers payable and crediting
warrants payable when all warranbs are issued and another enbry'
debiting warranﬁs payable and crediting cash when the warrants
are paid. \
Second Hethod20

(13) General Fund

Dr. Vouchers Payable ' 67 420

Cr. Cash 687 420
Per register of checks

19. Lloyd Morey, "Introduction to Governmental Accounting,

p. 48.
20. D. C. Eggleston, "Municipal Accounting,” p. 188.
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- Since this entry affects only the proprietary accounts no
other entry is neéded, ;

Wheﬁ money is transferred from the special fund back to the
jgenera1~fund an entry just the reverse of the entry number (7)
mist be made by transfer, rather than by the issuance of warrants,
- and these transfers should be shown separately in all reports.
Tirat Wethod2l

(14) General Fund ~
Dr. Cash | 2 000

Cr. Tme from Speeial Fund ‘ 2 000
Special Fund L | ‘

Dr. Due from General Fund 2 000

Cr. Cash 2 000

Second HMethod

(14) CGeneral Fund
Dr, Cash o v 2 000
Cr. Due from Special Fund 2 000
This does not affect the budget accounts so no collateral
entry need be made.
Statements should be prepared to show receipts and disburse-

ments from all funds. "The statement of disbursements would be a

simple statement as presented below.>2

Statement of Disbursements
General : Special: -

L7

. : Fund : Fund 3 Fund : Total
1. Appropriations : 65 820 :47 800 : s 115 620
2. Loans : 5 000 = H H 5 000
S e S : : s : o
4, : R : H
- Totals s 70 820 :47 BOO : : 118 620

Statement 4

21. Lloyd Morey, "Introduction to Governmental Accounting," p. 4
22. Lloyd Horey, "Introduction to Governmental Accounting," p. 5
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ﬁ_éeparate statement could be made for each fund, or if
the funds were numerous the statgmént could be rearranged so
that the different fund tities_ would appear to the left and
the differenﬁ disbursement items at the top of the statement.

Most cities make their statement of disbursements by furnd or

' departments separately, and show the different items of ex-

pense also. This is not necessary if an expenditure state-
ment is shown. The only individual items necessary will be
'vappropriaﬁidné for the totals of all appropriétion items, and
‘each noﬁ4appfopriatioh item listed separately.

In ofder to show the total receipts and disbursements and
the balance at the beginning and end of the period for each
fund, a statement of recelipts and disbursemantS‘shogld be shown.
This is aﬁaut vhe only statement ordinarily shown for the opera-
tion of funds. FHowever, in these statements the receipts arc
- shown by scurces and the disbursements‘by objects. Such a state-

ment 1s .then made up for each fund in the following order:

+*Balance previous report e wm—
Receipts (itemized) ——— ——
Disbursements (itemized) —— ———

Balance this date - ——

- o - - ey v—

Various arrangements of the above matérial is usually made,

but if a separate statement is made of receipts and s statement
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of expenditures by objeects all that will be necessary in the
abd#e statement are the totals of receipts and disbursements
and balances. To show this information for all funds together
a statement such as the following will suffice.

Statement of Peceipts and Disbursements2o

:Balance : : Dis- T :
Fund :Previous:Receipts : bursements-Transfers- Balance
sEeport : (1) : (2) = : this date
1. General : :80 501 80:70 820 00 +-1 000 00: 8 481 80
2. Special : :49 160 00:47 800 00 : 1 000 00: 2 360 00
Se : : : H J
ote. ! : : : :
TOTALS  +. B AT 50 I 0 00 T 10 841 80
‘ {l) gee statement of recelipbts in chapter III.
{2) See gtatement of disbursements on preceding page.

Statement 5

The balance of the transfers accounts nmust be shown so s
- to present the true net balance.

The accounts of the Treasury will show a debit to cash and
a credit to the respective fuﬁds for all receipts; a debit to the
- respective funds and a eredit to cash for warrants paid. The
monthly report of ﬁhe Treasurv rmist show a statement of receipts
and disbursements by funds. This should be supported by the
date of each receipt and cancelled warrants which are verified
Ey the auditor. | |

‘A reconciliation must then be made between the balances re-

ported by the Treasury and those reported by the general account-

23. Lloyd Morey, "Introductlon to Governmental Accounting,”
p. 50.
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ing office. This 1s done by taking into consideratlion warrants
outstanding and unpaid and such other transactlons that may be

entered on the books of one btut not on the other..

;Ségtements of Expenditures _

| The statement of ezpenditures with supporting schedules
should show the expendituraé in complefe”élassification, that is,
by funds, organization units, activities, character and funds.
These statements should not show deferred items of expense, such
as suppliesbémd stores on hand, but only actuesl expenditures for
the period. These statements are very importent to the public
dnd shouid be of‘uﬁifofm ciﬁssification for comparative purposes.

The dbjecf classification should be under general, easily de-
| finable headings. A statement of each item of expenditure is
sometlmes confusing, and an auait by a responsible auditing firm
should be sufficient to show that the items of expen@iture have
been handled accurately. ’

Many different arrangemﬁnts may be made for these statcments,

but 1t should include the following: |
, Sumnary statement showing‘expenﬁltures by funds, departments,
end character. Another statement should show this same informa-

tion, but subdivided_into the various activities.

Supporting schedules for departments and activities for each
respective character classification represented.

Expenditures for fixed charges and redemptibn of debt will
be made by funds only. These statements may be divided by funds

or departments if desired. The forms follow.
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Statement of Expendibures - Schedule A24

T sCurrent: Fixed : Capital
:Total :Expensge:Charges: Outlay
P ;i &
Fund : : :
EBte. : : : :
Grand Total § : ; ;

Statement 6 (a)

Statement of Expenditures - Schedule B

: tFPund Distribu-: Classification
‘Total‘ tion + Current : Capital : Fixed
v : sFund :Fundsrfund: Expengse : Outlay : Charges
{Department ) : s : : : : s
(Activity) - ' : : : : :
Fte. s or s : :
“otal : : : s : : s
{Department): H s s : : :
{(Activity) : T : : H : :
te. ; ; H : : : :
Tobtal H : : H s : :
Etc. : : H H : : :
Grand Total: 3 : : : : :
Statement 6 (b)
Statement of Expenditures - Schedule B-1
Current Expense
: tPersonal:Qffice : : :
:Total:Service :Expense: Travel Supplies Repalrs:Etc.
(Department): O : : : : :
(Activity : : : : : 3
“Total : : : : : : :
Ete. : : : : : : :
_Grand Total: : : : 2 : :
Statement 6 (c¢)

24. Lloyd Horey, "Introduction to Governmental Accounting,"
. ppt 101"1021



Schedule B-2: Capital Ontlay

-

3
®)
[
£3
fom

Land

, Buildings;Improvements; Equipment
(Department)
(Activity)

4% A% Ax @

A% 9% AF 54 ¢ Fni AN

TToEsY
Blce
Grand Total
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Statement 6(d4)
Schedule B-3: Fixed Charges

sRedeniptions: Interest on:

' Fund Total of Debt : Funded Debt:Pension Etc.

*B 89 PH SP Sufre 2D
4% en a8 2% ¢ules
@ ¢4 % & AR ise
an wm ¢ en wales o8

4% 93 #8 4= I

Statement 6(e)

Anbther form can be made for Redemption of Debt if it is
desired to keep it geparatéd from the other expenditures and
more detailed information is required. Since the items under
fizxed charges are fixed obligatlions they are made up by the
finance department for the whole government and are usually
grouped according to funds lInstead Of'departments.

If the claséification of expenditure used by Mr. Buck is
. carried out Schedule B-1l could be made to include the first
four main headings as follows, Services-Personal, Services-Cone
tractual, Commodities, and Current Charges, or these headings

could be subdivided as much a8 desired.




Chapter V
. MUNICIPAL ACCOUNTS~-~-CLOSING PROCESS

In order to show the results of the various transactions

" mede for the fiscal period, the journal entries will now be
brought ﬁcgether in the gencral ledger accounts. These ledger
accoﬁnts will be divided according to the two funds presented
in.the‘first method. The books will then be closed and the
fund baianca sheets and a consolidated balance sheet of all
funds will be shown. The general ledger accounts of the gonoral
fund by:the second metbod together with the fund balance sheet
will be 1llustrated to show the difference between the two
methbds‘, |

First Method of Accounting

GENFRAL LEDGER - First Hethod™
Generel Fund

, . ' Cash

263 Loans : 5 000 GO : EV),Special Fund 3 000 00
9) Surplus Receipts 500 00 « (13)Warrants 67 420 00

{8) Refunds 180 3

- (4) Taxes 51 240 00 :

{5) Revenues 23 560 00

{14)Special Fund 2 000 00

- ,  Taxes Receivable.

- {3) Levy : 52 300 00 : {(4) Collections 51 240 00
\ : :+ {a) To Reserve 1 0680 00

‘ Reserve for Uncollectlible Taxes '
(2) Taxes uncollectible 1 060: (3) Reserve 2 092 00
(b) To Lstimated Revenue 1 032: ‘

.

1. Lloyd Morey, "Intro. to Governmental Accounting," p. 54.
126
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‘ Due from Other Funds
{7) Loan 3 000 : (14) Repayment 2 000 00

e 98

Estimated Revenue (year)

{1) Budget Estimate 75 000 : (3) Taxes 50 208
' : (5) Recelpts 23 560
+ {b) Unused reserve
H taxes 1l 032
: {e¢) To Unappropriated
v : surplus 200
75 000 ¢ 75 000
Surplus Recelpts
{d) To Unappropriated :
Surplus ‘ 500 : (9) Miscellaneous Cash 500

- Vouchers Payable
{13) Warrants 67 420 : (12) Vouchers 70 820

-
-

: Loang Payable
(12) Voucher - _5 000 : (6) Loan 5 000

‘ . ; Reserve for Incumbrances
{11} orders vouchered 37 400 : (10)Orders placed 42 800

-
-
»

Apbrqpriation Incumbrances
(10) orders placed 42 800 : (11)Ordsrs vouchered 37 400

s

Appropriations
(12) Vouchers © 65 820 00: (2) Budget 72 500 00
{e) To Unappropriated : (8) Refunds 180

Surplus 1 281 80:
' H



128

- o Unappropriated Surplus
gzg Appropriastions 72 500.00: (1) Estimated Revenue 75. 000 00
e

Estimated Revenue « (d) Surplus Recolpts 500 00
- unrealized 200 00: (e) Appropriations un-
o ‘ used 1 281 80

s an

Special Fund

, Cash
(7) General Fund 3 000 : {14) Gencral Fund 2 000
(4) Taxzes 38 760 : (13) Warrents 45 200
{5) Revenues . 10 400
: o Taxes Recelvable
(3) Levy ' 41 400 : (4) Collections 38 760
: {(a) Uncollectible 620
, - Reserve for Uncollectible Taxes
{a) Uncollectible 620 (3) Reserve 1 656

" e

Estimated Revenue

(1) Budget estimate 50 000 ¢ (3) Taxes 39 744
{c) To Unappropriated + (5) Receipts 10 400
Surplus 144
50 144 50 14
SRR Tommmm——meesa

, Vouchers Payable
(13) wWarrants 45 200 (12) Vouchers 47 800

“n s

| __Reserve for Encumbrances
(11) Orders vouchered 23 600 : (10) Orders placed 23 600

, Appropriation Encumbrances
{(10) Orders placed 23 600 + (11) orders vouchered 23 600
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Appropriations

- {12) Vouchers 47 800 : (2) Budgot 49 000
(e} To Unappropriat-
ed Surplus 1 200

" on o8

Unappropriated Surplus

{2}-Appropriations 49 000 {1) Istimated Rovenues 50 000
' ' (c) Excess Revenues 144
(e) Unused Appropriations 1 200

" se sn B

Due to other PFunds

{14) Repaid . 2 000 : (7) Loan 3 000

*
»

TRIAL BALANCE
Before Closing

General Fund

Cagh , 11 881 80
Taxes Receivable 1 060 Q0
Reserve for Uncollectible Taxes 2 092 00
Due from other funds 1 000 00
Bostimated Revenues 1 252 00
Surplus Receipts o 500 00
“Vouchers Payeble ' : 3 400 00
Reserve for Encumbrances , 5 400 00
Appropriation Encumbrances 5 400 00
Appropristions : 6 681 80
Unapproprlated Surplus 2 500 00
20 573 80 20 573 80
, Speciasl Fund
Cash 4 960 00
~Taxeg Receivable ' 2 640 00
Reserve for Uncollectible Taxes 1 656 00
Estimated Revenues 144 00
Vouchers Payable 2 600 00
Aporopriations 1 200 00
Unappropriasted Surplus 1 000 00
Due to other Funds 1 000 00
7 600 99 . 7 600 00




; | 150
Closing Entries - First Hethod®

General Fund

(a) Reserve for uncollectible baxes 1 060 00
: Taxes Recelvable 1 060 00
To write off uncollectible taxes

{b) Reserve for uncollectible taxes 1 032 00
v Estimated Revenue : 1 032 00
To close unused reserve

{¢) Unappropriasted Surplus 200 00
Fstimaeted Revenue 200 00
Top close estimated revenue

(4) Surplus Receipts ’ ‘ 500 00
Unappropriasted Surplus 500 00
To close surplus receipts

(e) Apnropriations 1 281 80
Unappropriated Surplus 1281 80
- To close unencumbered balance of
appropriations

Speelal Fund

{(a) Reserve for uncollectible taxes 620
B ; - Taxes Recelvable 620
To write off uncollectible taxes

{c) Estimated Revenue . 144
: Unappropristed Surpnlus 144
To close estimated revenue

(e) Appropristions : 1 200
: Unappropriated Surplus 1 200
To close unencumbered balance of
: appropriations

2» Lloyd Horey, "Intro. to Governmental Accounting," p. 56.
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BALANCE SHELTS - First Method3
-After closing
General Tund
Cash 11 881 80 Vouchers Payable 3 400 00
Due from other Reserve for en-
funds 1 0GC 00 cumbrances 5 400 00
o : Unappropriated
Surplus 4 081 80
12 881 80 12 881 80
Special Fund
~Cash 4 960 00 Vouchers Payable 2 600 00
Taxes Re~ Due other funds 1 000 00
celvable 2 020 Unappropriated
Less: Rew- Surplus 2 344 00
serve 1 036 884 00
5 944 00 5 944 00
porr o e d

The accounts which are fiscal in character, such as, eos-
timated revenues, appropriations, and unappropriasted surplus,
must be cldsed at the end of the fiscal year, and new accounts
opened for them at the beginning of the next year. After clos=-
Ing entries have been made to write off uncollectible taxes
and to adjust for unuséd'revenues, etec., the estimated revenues
and approprictlions accounts are closed out into the unappropri-
‘ated surplus account, which now becomes the real surplus of the
fund. In fact only the real or proprietary accounts, such as,
cash, recelvables, payables, etc., are carried forward. There-
fore, the balance sheets st the end of the year, by both methods

of accounting, will he exactly the same.

3. Lloyd Horey, "Intro. to Governmental Accounting," p. 57.
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In the general fund 1t weas decided thsat all the taxes re-
coivable were uncollectible and they were written off. This
left in the reserve for unéollectible taxes account, an un-
uséd balance of §1 032 which was credited back to the estimated
revenues account, In the gspecial fund only a portion of the
taxes was decided.to ﬁé uncollectible and the remaining reservo
was left on the books.

}After the“resérve for uncollecctible taxes was closed to
the estimated revenue account in the general fund there remain-
ed a debit halance of {200 showing that the actual revenues had
not rgache& the estimates. This balance was charged back to un-
appropriated surplus. In the special fund a credit balance of
%144 showed that the actual revenues were more than the estim-
ates and it was credited to unappropriated surplus.

After a sufficient sum ($5 400) was reteined in the appro-
priations account iﬁ the general fund to meet all encumbrances
the unencumbered balance of $1 281.80 was credited to UNAPPro-
priated surplus. In the special fundrno ancumbrances were lefg
so the nnused balance of the appropriations account, &1 200 was
credlited to surplus. A closing trial balence would have shown
a credit balance of $5 400 ia the eppropristion account and a
debit balance of the same amount to appropriation encumbrances,

in the general fund. However, since in the fund balance sheet
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appropriation encumbrances are deducted from the appropria-
tions balance, nothing remains to be shovm,

P

Seecond HMethod of Accounting

To carry out the comparison, the same 1llustrations by
the second method of accounting will he shomn. In the gencral
ledger the fund and proprietary accounts wiil be kept separato=

3..'5'»» .
GENERAL LEDGER - Second Method®

Tund Accounts

General Fund ‘
,Budget Requirements

(1) Appropriations and + {3a) Unapplied Surplus 50 208
Unapplied Surplus 75 000 Taxes accrued
: (5a) Avsilable Cash
Surplus 23 560
Rev. collected
{a) Unapplied Surplus 1 032
..~ Excess collections
{¢) Ynapplied Surplus 200

o
ST

3

4 ¥% A8 ge B6 AR S5 S 4 ¥

Unapplied Surplus

(3a) Budget Require- {1} Budget  Requirements 2 500
ments 50 208 Ixcess Rev. estimate
Taxes accrued (4a)svailable Cash Sur-
nlus 51 240
Taxes collected
(6a)Available Cash Sur-
nlus 5 000
Temporary loan

(12a)Available Cash
Surplus 5 000

Payment of loan

(b) Budget Regquire-

8B K& 99 K& b8 o8

ments 1 032 3

(g) Available Cash :
Surplus 2 500

To close :

58 740

58 740

4. D. Ce. Eggleston,Aﬁkunicipal Accounting,” pp. 237-242.
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‘ Available Cash Surplus
(&a)ﬁnannlle& Surplug 51 240 00: (12a) Vouchers Liquld-

Taxes collecked ated 70 820 00
(5a)Budget Requirew- (e) Orders Unliquide-
menta’ 23 B60 OO' ated 5 400 00
" Rev. collected +(f) Appropriastions une
{62)Unapplied Surplus 5 000 00: encumbored 1 081 80
- Temporary loan :(g) Unapplied Surplus 2 500 00
(8&)Appropr1ations 1 80: To closc:
Refund of expenses :
7Y BOL 803 79 801 80
Appropriations
(10) Open Market Orders :(1) Budget Require-
Reserve 42 800 00: ments 72 500 00
(12a)Availaole Cash Sure- :(8a)Avalilable Cash Sure
plus 28 420 00: plus 1 80

-t

Unencumbered €XDe
{e¢) Budget Requirements
Txcess of est.rev.
(f) Available Cash Sur-
plus 1 081 8O
. Unencumbered appr.

Refund of exp.

tay]
o]
<
Q
O
AR 40 s 8

L2

. 72 501 80
Open;m&rket orders Reserve
{(12a)Available Cash :+ (10) Appropriations 42 800 00
Surplus 37 400 00:
Vouchers Liquidated :
Proprietary Accounts
Cash
(4) Taxes collected Bl 240 00:(7) To Special Fund 3 000 00
(5) Revenues " 23 580 00:{13)Vouchers 687 420 00
(6) Temporary Loan 5 000 00:
(8) Refunds 1 80:
{9) Surplus Receipts 500 00:

(14)Specia1 Fund 2 000 00:

-
B 4
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Taxes Recelvable

{3) Tax levy B2 300 00:(4) Cash 51 240 00
. H Taxes collected

v :{a) To reserve 1 060 00

b2 o b2 400 00

s se

. Reserve for hbotement of Taxes
{8} Taxes uncollectible 1 060 00:(3) Taxes Recelvable 2 092 Q0

(b) To Revenues 1 032 00:
Revenues = General
{1} Operation account /4 800 00:(o) Reve. irom taxes 00 208 00
: :(5) Cash 23 560 00
:(b) Unused reserve 1 032 00
74 800 003 74 800 00
Loana Payable
{127 Vouchers Payable 5 000 00:(6) Loan 5 000 00
f o S e o . ’ f o e ]
Due from Speclal Pund
(7) Loan 3 000 00:(14) Repayment 2 000 00
Expenses - (General
{127 Vouchers Payable 6b 820 00:(8) Refunds 180
{e) Unliguidated Orders 5 400 00:(kh) Operation Account7l 218 20
' 2 : oe
, . - Surplus Recelpts
{d) To current surplus 500 00:(9) Miscellaneous 500 00
‘ _ ~ Vouchers Payable -
(13) Cash 87 420 00:(12)Vouchers sudited 70 820 00

»

Current Surplus
s(d} Surplus Recelpts 500 00
:(j) Operations - Net 3 581 80

*

‘ v Operation Account
(h) Piscal Lxpenses 1 218 20:(1) Fiscal Revenues Y74 800 QO
(j) Current Surplus 3 581 80:
- T7Z 800 00: 74 800 Q0
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BALANCE

Before Closing

General Fund

Eudget.ﬁequireﬁents

1 232 00
Unapplied Surplus ' 3 532 00
Avallable Cash Surplus - 8 981 &0
Appropriations - 1 281 80
Open Market Orders Reserve 5 400 00
Cash 11 881 80
Taxes Recelvable 1 060 00
Reserve for Abastement of Taxes : -2 092 00
Revenues - General 73 768 00
Due from Special PFund 1 000 GO
fixpenses - General 65 818 20
Surblus Receipts ' 500 00
Vouchers Payable 3 400 00
~ 89 975 80 89 973 80
S5

Closing Fntries -~ Second lethod

Generasl Fund

(a) Reserve for Abatement of Tsxes - 1 060 00
Taxes Recelvable 1 060 00
To write off uwacollectible taxes

{b) Reserve for Abstement of Taxes 1 032 00
Taxes Recelvable 1 032 CC

Unapplied Surplus

1 032 00

Budget Requirements ‘ 1 032 00

Tax collections in
. imates

(c) Appropriations

egxncess of estb-

200 00

Budget Requirements : 200’00
Excess of estimates over collections

(d) Surplus Receipts

Current Surplus

500 00
500 00

To close surplus receipis

5. D. Cs LEggleston,
L. Fo Hacbonald,

"Municipal Accounting," pp. 201-202.
"Yunicipal Accounting," pe 41
Bennett Acoountancy Institute
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{e) Zzpense ; 5 400 00
fvailable Gash Surplus :
Orders wliguidated

400 oQ

oy

(£} appropriations : 1 081 80
Availsble Cash Surplus 1081 80
Appropriastions Unencumbeored

{z) Unepplied Surplus ' 2 BG0 00
. Aveilsble Cagh Surplus
To close the fund surplus accomnts

ae]

5C0 €O

{h) Operetion Accounk | 71 218 20
Faponse 71 218 20
Ixpenges incurred during the weay
{1) Rovenuecs | | 74 8OO 00
Operation Account 74 200 €O
Revenues scerued snd colloched
during the yony
(i) Opcration Pecount | 3 B81 e0
Current Surslus S 5851 80
tTzeess of povonucs over oxponses ‘
for fiscel yeop
irs Dggleston closes Bevenues ond Expenscs directly into
Current ﬁﬁrylﬁs, but the chove method is better since 1% chews
the not fiscal operations of tho government separated Prem
other tranpoctions. |
The closing entry (¢) rbove could be a cherge to Unapplied
Surplug ingbtend of Approprictions oo thet the wmoncusbered hele
mee of appreprletions will be {1 281 80, fHowevor, when tho
actual revenues do not come up o the estinates & corresponding
decrease In sppropristion estimntes should e mude, if the
Pudget Hoguirements and Appropricticons accounts were the sameo

at the beglinning of the budget year,
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| »Entry {g) was made in order to close out the surplus
'accdunts. This balence of $2 500 was due to the fact that
the budget estimate of revenues was $2 500 more than the
estimate of appropriations, the difference being credited to
unapplied surplus in the'opeﬁing budget entry. Had the budget
Reguirements and Appropriéiions accounts in the opening entry
been'equal:and the fund surpluses affected only by budget
transactions these surplus asccounts would have been closed out
with the other fund accounts.

| “The fund and proprietary accounts may be constantly checked

against.each‘other where budget ltems only are concerned, since
the balence of the Availasble Cash Surplus should be equal to
the difference between the balances of Cash and Vouchers Pay-
able in the»prcprietary accounts at all times. It will be
noted in ﬁﬁe balances of the accounts in the triel balance
bvefore closing that the Aveilable Cash Surplus is $SQO greater
than the difference betweon the two latter sccounts. This is
due to the $1 000 paid out to the Special Fund and not yet
returned less the $500 received from surplus receilpts. These
two items were not'budget ltems and resulted in a net decrease
of the cash sccount of 3500, lir. Eggleston also keeps the
halence of Unapplied Surplus equal to the halance of the revenue

accounts receivable in the proprietary accounts. From the trial
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baléace it.wiil be noted that there is a credit balance of
#3 532 to Unapplied Surplus, while there is a debit balance
of $1 an in the Taxeé Receivable, less a credlt balance of
&2 592 £o Reserve for Abatement of Taxes, leaving a not
ecredit 181&&3@ of $1 032. The difference of {$2 500 hore is
due to the $2 500 eredit to Unapplied Surplus just explained
in the’o?ening budget entry.

BALANCE SHERT - Second lMethod
After Closing

‘ o General Fund
Cash 117881 80 Open Market Orders
Due from Speoial Fund 1 000 00 Reserve 5 400 00
Vouchers Payable 5 400 00
Current Surplus 4 081 80
12 881 80 » 12 881 80

Since fund accounts are fiscal in character they are
closed out at the end of the period, sc¢ that only proprietary
accounts are left, making the closing balance sheet exactly '
the same in both methods. Open ﬁarket Orders Reserve continues
as & fund iiability and 1s an encumbrance against the appropria-
tion aécount, which should malntain a balance sufficient to
take care of it. | |

Y statement of oberatidns is sometimes made out to aoéom—
pany the balance sheet, for the purnose of showing the various

'factors of oporating e municipality for a fiscal period,
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resulting in changes in the surpius. This 1is often called
| a's%atemént of surplus. This statement shows the revenues
accrued, the expenses incurred, together with the surplus or
defiéiﬁ fof*the fiscal period. A& separate statement should
be.méﬂe,out for each fund.

STATEMINT OF OPERATIONS
General Fund®

Revenues Accyued

Taxcs 0.0'0000‘00.'!’IDQ‘U."!'.C!"‘O.S]— 940 00
l’ice‘lses 10'0!0.5‘90'#‘1'.9".".#00’0‘ 9 500 OO
Fﬁes ".t‘.io"Q"l.v’t"‘tb"-‘ti&.oit' 9560 00
Departmental TEarnings ssevessscssveeese & 500 00
Total Revenues ACCTUSA vesvescesnee 74 800 00

Ixpenses Incurred

Executive Departmont evesesscscesseeeee 4 870 00
Financisl Departmend csescccsecereeceaeslO 300 00
Public Welfare Department cecceseeceess19d 628 00
Puhlic WOFKS De?artm@nt IOI'Q#Q&COO...'gg 500 OO
Legal Depﬂrtmeﬁt eSS N EE T EEE TR EE SRR 6 920 OO
Total Expenses Incurred sssesceees 71 218 20

Currsﬂt Snr§1U$ BEPEEE I RIS RS OCE BN 5 581 80

Statement 7

If the accounting officer cares to do so the expenscs may
be shown for all the minor divisions of the government. If the
city has charge of different institutions, as the water system,
light system, etc., through the general fund, the revenues, exw

penses and net profit or loss may be shown for each.

6. E. . MacDonald, "Municipal Accéunting,“ p. 46.
Bennett Accountancy Institute.



141

A consolidated surplus account may then be shown, bringe
ing the surplus of the verious funds together to show the sur-
plus as roevealed in the consolidated balance shcet.

Congolidated Balance Sheot

A consolidated balance sheet should now be made showing
the resources and aésets, obligations and liabilitles of all
fundé, but each fund mast be kept separate. Many accountants
keep the fund resources and obligatlions separated from the real
asgets and liabilities, bhubt Hr. lorey feels that thils serves
no good purpose. His aergument in regerd to keeping them to-
gether was presented in chapter I1iI, page 71.‘ The consolidated
balance sheet presented here will be according to Nr. Horey's
illustrations. It Will_be,néted.that since the fiscal period
has cleséd_only real assets ond lisbllities will eppear. |

Property accounts, which are accounts kept with’all prop-
erty owned by the government, should be shown in the balance
sheet but separated from the fund accounts. The reason for
this is that the surplus of property‘accounts represents the
amount invested by the city 1ln property, while the surplus'of
funds represent cash or other wealth available for expcnditures.
The property accounts should be kept at cost with a contra ac-
count for ﬁhe specific bonds that were sold in order to finance

the buying or construction of this property. As these bonds
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arelfetiréd by current revenues, the belance or other contra
account will be set up and known as "surplus invested in fixoed
aséets.“'_ﬁhen thé property is sold or worn out, it is crodit-
ed ot cost and the account 1s closed. Therefore, surplus in-
vested In fixed asssts does not represent an expendable surplus,
but vhat has been actually spent for property. It is very im-
portant that these accounts be shovn in the balance sheot sinceo
it is of both administratlve and publiec interest to lmow how
mach the geverﬁment has invested in propertye. A property
reglster shculd'be kept, giving an sdequate description, locae-
tion and conditlon of all property owned by the city. There
would be no need of keeping an account with depreclation on
permanenf property since most of this property of a city is
purchased by‘sale of bonds all of which are supposed to be paid
during the life of the property. Depreciaztion records éan be
kept to show the condltion ofvthe buildings and may be made
the basis Of*expendiﬁure'fbr repairs and other outlay, but it
is not made an expenditure itself. Deprecilation accounts must
be kept, however, with any property belonging to an institution
or agency conducted for profit. |

The consolidated balance shect may be showm In two forms,
columnar or sectional. The columnar form will show the assets

and 1iabilities of each fund, and also the total of similar



assets and limbilitles of the different funds. This form

would be somewhat as follows:

Columnay Formy

tGeneral
Fund

Ftece Total

!":-’K
g
[al
:-;j oh
g
)

Assets

‘Cash
Recelvables
Fice

238 faé 28 a8 o8 ge

To@al

Liabilities
& Surglus »

“Payables
Tice :

8 68 24 40 Jeu Ba Jes 28 40 e 48 B8 e

o o fes a0 s6 S0 20 snfe® a0 fse 28 &8 e & 00 Sa
8 av fes e o8 ao 36 ocafer S0 les sz 80 28 o8 e 4s

&9 90 44 4P B9 20 ¢ 89 4% B 20 44 2% 5 uE AN
S0 98 S8 5P G G 6 IS 0¢ ¢ % L4 S8 Q4 au 4e S

46 oo Jan su vt TB e spfee

e sR fon ae

Total

- TForm 10(a)

This form wduld not take ﬁp s0 much’space, and 1t would
‘show the ﬁotal of such items, as cash, for all funds. However,
‘it is}douhtful if this would be of much value.

Prohably the best complete picture of all the agsets and
liabilities woﬁld be presented in the sectional forme. In this
form the assets and liabilitlies of each fund is kept segregated
so that there 1s no chance of getting those of one fund mixed
witﬁ the other. It consists simply of all the fund balance sheets
being brought together, one just below the other, so that a
correct plcture of each fund, as well as, a grand total of all

funds may be shown. In the sectional form that follows the

7. Lloyd Horey, "Intro. to Governmental Accounting,® p. 106.
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111ustration8 by My. Horey is used, but actual figures for
only the General and Special funds as they pertain to the

problem in this thesls are shown.

8. Lloyd liorey, "Intro. to Governmental Accounting," p. 107.



ASSETS

General Fund
Cash .
Due from other funds

Total

Special Fund
Cash .
Taxes Receivable 2 020
Less, Reserve 1 036

CONSOLIDATED FUND BALANCE SHERT
LIABILITIES AND SURPLUS

11 881 80

1 000 00
12

4 960 00
" 984 00

Total

Bond Fund -
_TTResourcses

Agsessment und
Resources

Stores Fund
Resources

- Service Fund
Resources

’ Trust Fund
Hesources .

Sinking Fund
Resources

Propert ‘
. Froperty .

“GRAITD TOTAL

881

944

-

80

00

L

-

-

General Fund
Vouchers Payable

Reserve for encumbrances

Tnappropriasted Surplus
Total

Spscial Fund
vouchers Payable
Due other funds
Unappropriated Surplus
Total

Bond Fund ,
TTiobillties & Surplus

Assessment Fund
Liabilities &

Surplus

Stores Fund

T Lispilitiles & Surplus

Service Fund
Llablilitlies &

Surplus

Trust Fund
Liabilities &

Surplus

Sinking Fund
Liabilitles &

Surplus

3 400 00

5 400 00

_4 081 80

600 00
Q00 00
344 .00

N DD

12

Property
Bonds Payable for Property
Surplus Invested in Fixed Assets

GRAIID TOTAL

Form 10(b)

881

944

- .

80

00

- e

SPT
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¥rs.Oakey divides the assets and liabllities of funds for

consclié&ted‘halance sheet purposes in from one to four grouns,
'and suggests that the four group classification 1s the best.
In this classificatlion all the assets and liabllities are div-
ided into the following main groups:g

1. Current assets, liabilities, and reserves.

2.+ Capital assets, lisbilities, and reserves.

3« Sinking fund assets, liabilities, and reserves.

4. Trust ond special fund assets and lisbilitles.
The agsets and liabillties of 211 the funds under ceach of these
groups are added together, In this way these funds that are
very similar in nature arec brought together. This is much better
than bringing them all together, but even in this wey the sur-
plué fo& each fund can not he shown separately and unless this
is done the true statement of surplus cannot be presénted. How-
ever, in Kansas where some cities have from ten to twenty-five
special revenue fundé such = segregatéd’balance sheet would be
hulky; \

Kansas City has its balance sheet grouped into cepltal
assets and lisbilitlies, current assets and liakilities, and
assets and liebllities of trust funds. The capitel assets cor-
rectly include all real estate, buildings, machinery, furniture,
equipment and other properties owned by the city government;
the capital liabilities include all bonds outstanding agalnst

this property. ne resulting surplus is the surplus invested in

9. Francis Oakey, "Principles of Governmental Accounting
o and Reporting," p. 242.
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fixed capital. These assets are grouped according to the main
funétions»af the government end both the assets and liasbilities
are‘laﬁer clasSifi&d.intoAthe particular items.

In the annuael reporit of the auditor for 1924 ot Topeka the
cﬁrrént,fund‘assets and liabilities are shown in one group and
a dapital accauﬁt’balance sheet 1s showm. However, the caplital
account 5alancs sheet includes both the current and proporty
assets end liabilities, giving a surplus that is a mixture of
current fund surplus and surplus invested in fixed assets. Since
only five of the first class cities of Kansas keep accounts with
all properties, most of thé balance shocts that were made up
showed the asscts and liabillties of all current funds together,
followed by a statement of the bonded indebtedness of the city.

Statements and Heports

Tha preparation of reports is among the most important
dutieo Qf the financial o?ficer, and is not only 1nformative
in character, but preuents en accurate history of the financial
facts of the city government over the perliod covered. These
reports may be classified as, reports to heads of depariments,
reports to administrative officers, and reports to the public.
The following suggestions for reports are taken from lr. liorey,
10

Introduction to Governmental Accounting.

The repnrt“ to department heads consist mostly of a .

I0. Tloyd Morey, "Intro. to Governmental Accounting,” ppe.
109-115



148

| sﬁatemenﬁyef the condition of appropristions. This can be pre-

sente
Jedge

machi

d at sny time by making an extra copy of the appropriation
r form shown in chapter IV, pege 116, where & bookkeeping

ne is used. These statements are usually presented once a

months

The reports to administrative officials are usuelly made

out monthly or quarterly. They include

1,

2.
3.

ly» |

Statements of receipts and disbursements (Chapter IV)

Revenue statements (See chapter III)

Statements of Appropristions (Sce chapter IV)

Statements of the operation of special funds, such as

- bond funds, specisl assessment funds, working capital
funds, trust funds, etc.

. Statements of funded indebtedness.
. Pund balance sheots of all fundse.

Statements of the Treasury with a reconciliation between
the Treasury balances and the accounting office balances.

Reports to the public are usually made quarterly or annual-
This 1g the most dlfficult type of report to present. How-
it may include

. Comparative condensed summary statements.
- Consolidated balance shect (See chapter V)

Statement of income or revenue (See chapter III)
Stetements of expenditures classified according to funds,
functions, departmental unlts, character, and objects.

Statement of the operation of special funds.

« Statement of funded 1ndebtedness.

Statements of inventories of property and equipment.

- Special financial or statistical statements.
, Certificate of audit by certified public accountant.

It 4is also well to give a report of the results of work
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acecompllished by each department. This 1s done in the annual
'regarﬁ»a‘b Salina, Wichitse, and Atchison; and shows whot the
departments are actually doing,.j This i1s probably the most
intereating part of the report to the public, and Vichlta
eliminates most of their detailed financial reports in order

to give this type of information the preference.




Chapter VI
- SUFIIARY AND CONCLUSIONS

| In this theéis the status of the budget and accounting
methods used in the first class cities of Kansas was presented
first, followed by a thorough explanation of the budget and
budget procedure together with two of the most up to date mcthods
of accbunting now in use. In chapter V the results of the
various btransactlions were brought together, the accounts closed,
and proper S%atements to reveal the necessary informetion from
them suggested and‘explained. The chapter was, in recality, a
summarization of the accounting transactions. It will now be
the main purpose of the writer in this concluding chapter to
summarize the main points that have been brought out in the
thesls propers. N

1. The budget is very essentlal to effective administra-

tion end control of the financlal activities of the municipality.
So essential has it become that the state of Kansas, And other
states to a more or less degree, have passed strict legal re-
guirements concerning the making of a budget and the limitation
of the expenditures of the citics to the amounts allotted in
the budget. It assures the proper coordination of all branches
of the governuent, cafeful planning for the future, end, if
proger accounﬁing records are kept, adequate control over all

150



brenches of the governuent.

2. The budget forms a basis for the asccounting system
and to be of the most value must be closely correllated with
it in every detail.

3+ The budget plan‘shéuld be complete showlng a statement
of préposed expenditures, balanced by the estimated revonues
from‘which these expenditures are to be met. TFallure to consid-
‘@r properly the means ;f financing may later reveal a deflclency
in the expécted revenués necessitating a reduction in aépropria-
tions after plens for certain activities have been started.

4. It is important that‘cenﬁrol accounts be kept with itoms
on the revenue side of the budget as well as’with appropriation
ltemss This will show at all times whether the revenues are
comingoup to the estimates. If revenues fail to come up to ex-
pectations a knowledge of it early in the year will allow for a
reduction in appropriations without impalring the efficiency of
 departments. | |

5. All cities should have & complete double entfy system.
This insures an accurate system of checking of the records in
ééch’book and betﬁeen books, It slso insures that 2 record will
be kgpt through the accounting books of 21l financizal trans-
actions of’fhe government.} The double entry system has proved

its superiority invprivate undertakings, and is beginning to



152
be considered as necessafy in public enterprises. If there 1s
any argumaﬁt for the double‘entry system in part, it should be
used completely. |

6. Cities should account for all encumbrances, that 1s,
contracts or purchase orders oubtstanding against funds. This
is a fund 1lisbility which is ex?ected to become a real liability,
and failure to account for them may cause cembarrassment later.

7T« A central purchasling sgent is necessary in order to kcep
-a proper account of purchase orders. ¥ach department desiring
~an order must flrst £ill out a requisition and file it with the
purchasing agent for his epproval. All orders are then made
through thisvoffiCe from which a complete record can be made
For the accounting office. If the city had no purchasing agent
a requisiﬁion should at lesast be filed with the eccounting
offico and auditéd'éo that a proper record can be made of it.
If this is not done, many crders will be made by the different
dapartmen%s;without thé-knoﬁledge of the accounting office and
will result in an inadequate record of the approprization en-
cumbrances. This was the experience at Leavenworth, when the
audltor desired té keep a record of encumbrances there.

8. The aécounting system'should'be kept on an accrual
basls. In o municipality thousands of dollars of éxpense items

are accrued and unpaid, and many revenue items are acerued and
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uncollécte&,,at the end of any accounting period. An accurate
. condition of the funds cammot be shown then if the sccounts are
kent bn a cash basis. The argumeﬁt that the receivables are
always equal to the paysbles is unrcasonable. Subh methods are
only a matter of guecswork. An accurate budget control cannot
be kept without confining the receipts and expenditures of oeach
fiscal period within the perlod to which.it applies.

9. Thorce should bhe a uniform classification of all financial
items in the budget and the accounting system. This will insure
a close correllation of the budget and accounting records, re=-
sulting in better control and more efficient reporting. It will
glso beva means of comparison hetween departments and cities,
thereby creating & greater interest in the financial affairs of
the city and bring about & more scientific system of budget
making. |

10. Uniform budge§ estimate forms are qulte essential if
a uniform classificétibn of items is to he carried out com-
pletely with the least amount of wasted time. UNew York state
specifices the kind of forms and the proper classification to
ugs, If any uwniformity is to be had it must come through the
state, but the forms must be flexible enough to &llow for local
conditions.

1l. Flexible appropriation ordinances should be made so as



to insure more freedom on the part of department heads in
gpending, but made so that the executive in charge is respon-
sible for keeping the expenditures within the budget. This

may be accomplished by'lump sum appropriations with allottments
being made by the execubtive to the department as he sees fit.
Without the executive allottments the department head may spend
too rapidly at first, and with itemized appropriastion ordinances
hé is erampéd too closely for efficient work.

12, Much publicity‘should.be glven to the budget during
the time of its preparation. It creates an interest in mun-
icipal projects that cannot be secured in any other way. New
York City has been unusually successful in this through the
use of exhibits and newspaper storles.

13. After the budget is adopted few changes should be al-
lowed, of the purpose of the budget will be defeated. This will
requlire greater care in making up the budget, and probably some
provision for contingehcies will have to be made.

14, Clear and concise statements and reports should be
made throughout the year to keep the department heads, admin-
istration officials and the public informed as to how the
budget plans are belng carried out. A statement of cash re-
celpts and disbursements of'eéch fund, and a statement of

bondsad indehtedness does ndt do this., In addition to this a



statement of the revenues showing the accruals against the
budget estimates and the balaﬁces gshould be made, and also
a statement of appropriations showing the unencumbered as
well as the unexpended balances. Other statements showing
the condition of the funds, the city debt, and the emount of
property owned should be made periodically.

15. Recor@s of provperties of all kinds; real as well as
pergonal,‘shouié be kept; showing the original cost, present
c¢ndition, expected future 1ife; repairs; etc. at all times.
Tﬁese should be shcwn‘in the consolidated balance sheets and
offset by the bond liebllities against them, the difference
being the surplus invested in fixed assets. Only five cities
of the first cless in Kansas are doing this completely. These
are Topeka, Parsons, Pittsburg, Leavenworth and Kansas City.
,chevef; it is of sdministrative as well as public interest.

16. The best results with the budget will be had if the
party or parties responéible for meking it have charge of carrye-
ing it out. This will insure that all items will be used as
intended.

17. A work program over a period of four or five years
ahould be mad$ out as a goal toward which to work. A program
fbr improvements should be carried out in this way so that it

wlll be continuoug and the tax burden will be spread out.
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. The main purpoée of thls thesis was, first, to show a
- simple system of accounting procedure necessary for the cities
of Kansas to carry out the budget idea to the proper account-
ing records, and second, to show forms that would aid in making
up tﬁe'budgett The accounting procedure and forms shown through-
out are the result of this study. Conclusions concerning the
status of the budget and accounting in the first class cilties of
Kansas and the prospect of improving these conditions will now
be made. |

CONCLUSIONS
1. The cities of Kansas are not living up to theilr full

possibilities in the use of a budget. Although budgets are
made up in aceordancefwith the legal requirements they are
not tied up with the accounting system in a way that will in-
sure adequate control over ﬁhe appropriations. Leavenworth 1is
the only elty of the first class that carries budget control
accounts tﬁrough the bobks completely. The other cities of the
first class set up the budget amounts in soﬁe conspicuous place
in or near the ledger accoﬁnt affected, to serve as a gulde as
to the condition of the appropriation. A ﬁonthly statement is
then made of the budget balances to present to the cormissioners.
This serves as a falrly accurate control, but where large sums

of'money'are belng expended, a daily record of unencumbered
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bélanées of appropriations éhbuld be kept. Thils is made
pbsaible by a syecial,appropriation 1edger.form shown in
chapter 1v, page]lﬁ.; lany of the smaller cities of Kansas
not only make up thelr budgets loosely, but fail to even keep
8 monthly or quarterly record of the conditions of the ap-
propriation accounts.:

2. Adequéte‘acccuntiﬁg methods cre not impossible in
-Kahsas;‘ One is often met with the argument that in,order‘to
keep the records up according té,moﬁern methods of accounting,
several extra clerks will be required so that the net result
will not be worth tﬁe extra cost. However, in Wichita, a city
of 100 000 population, all the records were kept in good shape
by the suditor and one assistant. In Lesvenworth, a city of
the first class, where the budget was tied up with the account-
ing system in an eﬁcélleut way, the work was done by the auditor
alone. If the appropriation ledger form shown in chapter IV is
adopted, aﬁd‘a boékkeeping machine purchased, a duily record of
appropriations can be kept with less help than previously. In‘
fact where a bookkeeping machine is used, a system has been
worked'out where the eﬁtire system of accounting can be kept
,medhanicallya Knoxville, Tennessee is one city where such a
;éystem is being used very successfully. In this way statements

that have been rendered monthly at best can be mede daily, and
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an accurate control can be kept at all times. It is stated
that one bookkeeper san thus handle all the bookkeeping work
for o ¢ity with as many as 150,000 population. It seems,
'ﬁherefore, that modern methods can be used just as cheaply
. 28 the other methods, and the savings from such methods would
be encrmous. | |

- 3. Hany city officlals recognize the need of an adequate
budget and accounting system, and would gladly welcome it, if
all cities were required to instell them. '

- Since theionly practical method of accomplishing this
goal ié’through the state legislature, the writer recommends
that & law be passed requlring all citles of Kansss to install
a simple budget and accounting system onabling them to proper-

1y care for their finences.
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