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I TRODUCTION 

In ay, 1977, he Revenue Resources and Economic Commis

sion esta lished a Subcommitte on I.ocal Fiscal Reporting. 

The need for such a committee had become apparent as legisla

tive committees and commissions and local government organiza

tions sought to analyze the financial picture of local govern

ments, both individually and collectively, in an effort to de

termine the financial needs of Virginia's localities. These 

groups were hampered by the lack of uniform data currently ex

isting at the state level related co local revenues and expen

ditures. The Auditor of Public Accounts presently publishes 

two reports annually--Comparative Cost of County Government 

and Comparative Cos of City Government, These are helpful 

documen s, but users are aware of several limitations. The 

reports, when first established, were developed to meet some

wha different purposes than is now the case. For example, 

there is a need to make comparisons between all cities and 

counties. The present structure of reporting allows for lim

i ed comparisons between cities or counties, but no between 

both types of local governments. The reports present data in 

such a way that i is difficult to separa e real differences 

in spending and revenue effort from dif erences due to varia

tions in accounting and reporting prac ices. 

The Subcommittee on Local Fis al Reporting has under

taken to modify and expand the repoTting systom now used by 

the Auditor of Public ccounts. In developin� concepts and 
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reporting procedures, the Subcommittee has worked closely 

with the Auditor of Public Accounts, 26 representative lo-

cal governments, local government organizations, private CPA 

firms which perform governmental auditing, and the Govern

ments Division of the Bureau of the Census. The Subcommittee 

is greatly appreciative of comments and suggestions it has 

received from these sources. The success of this project is 

contingent upon the continuation of their valuable assistance. 

The requirements of financial reporting are dependent 

upon the general objectives to be made of the information 

which is to be collected and the key users of the data. The 

following pages outline the Subcommittee's view of the con

cepts of uniform local fiscal reporting and the purposes which 

it feels such reporting should meet. Some of the key proce

dures of a reporting system are addressed as well as a recom

mendation of the appropriate structure for the local report 

forms. 

This document serves as an interim report of the Subcom

mittee. It is intended to set forth the basic premises on 

which recommendations are made £or the development of a local 

reporting system at the state level. The Subcommittee recom

mends that such a system be retained in the Office of the 

Auditor of Public Accounts. It is important to recognize, 

however, that the reporting system being recommended by this 
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Subcommittee is an expansion of the program which is presen 1 

the responsibility of the Auditor of Public Accounts, and as 

such may require an additional appropriation of state funds. 

The Subcommittee plans to continue its i.·ork and develop th 

concepts embodied in this report into the specifics of a uni

form local report form and reporting system. 
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CONCEPTS AND OVERVIEW OF A 

UNIFORi LOCAL FISCAL REPORTING SYSTEM 

Governmental accounting exists for the purpose of pro

viding complete and accurate financial information, in prop

er form and on a timely basis, to the several groups of per

sons responsible for, and concerned with. the operations of 

governmental units and agencies. The primary objectives of 

accounting in the public sector are: 

1. Management Control · providing the information neces

sary for faithful, efficient, effective and economi

cal management of an operation and of the resources

entrusted to it; and

2. Accountability - providing information to allow man

agers to report on the discharge of their responsi·

bilities to administer programs and use the re

sources under their direction and to assure comp i

ance with legal requirements; and to permit all pub·

lie officials to report to the public on the results

of government operations and the use of public funds.

Financial reporting is part of the accounting orocess. lt 

is defined as communicating the relevant financial and relatcrl 

information in an understandable and useful manner. The def

inition of "understandable and useful manner" is, to some degree, a 

function of the users of the information. Public financial 

reporting takes many different forms and may be for several 

purposes. The major users include: 
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1. the public - including indiv'dual citiicns, public

employc s, public intcrcs groups, and he press -

is intcrcs ed in the cost of public s rvice and he

available financial resources o meet such costs;

2. gove1·ning bodies · either he legislative body of

he repor ing en ity or other governments - have s V·

cral in crests in financial reporting. The go,ern

ing body of he entity must have information to make

program evaluation and budge ary p anni.ng. Other

govcrnmen s are par o{ the complex intergovernmen

tal rela ionships and as such may require data on

he financial opera ions of which h y may be a par 

Crantors require reports indicating compliance with 

grant requirements. Federal, s ate, and local gov

·rnmen s need an information base for making com·

parable analysis. Equitable decisions rela ed to 

federal, state, or local aid as to the appropria e 

allocations require a solid foundation of public 

financial da a; 

3. research groups and individual researchers · utiliz

data from government financial reports in analyzini

and seeking improvemen of public financial admini!

tra ion·

4. investors - invcs ment bankers, individual inves o

and bond rating services - are continually in crcs·
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in the financial status and operating results of 

governmental units, not only as a basis for apprais

ing existing bonds or other outstanding debt, but 

also for the purpose of analyzing the credit worthi

ness of the government for future debt issues; 

5. managers - must rely on financial reports in daily

decision making as well as for planning future opera

tions.

It is the intent of the Revenue Resources and Economic 

Commission through its Subcommittee on Local Fiscal Reporting 

to devise a system of local fiscal reporting primarily for use 

by the first three groups--the public, governing bodies, and 

research groups. The information system will be available to 

benefit the decision-making process at both the state and lo

cal levels and aid in the understanding of local government 

revenues and expenditures both individually and collectively. 

As a by-product it is hoped that the information developed 

will have benefits for all user groups. For example, the in

formation system developed by the reporting process,whilc not 

providing a manager with sufficient data for day-to-day ad

ministrative decisions, will provide "benchmarks" by which 

further analysis may pinpoint a need (or more efficient ex

penditures in a particular function. 

The success of the reporting process is dependent upon 

a good local accounting system. Generally accepted accounting 



s andards for local governments have existed since 193'. � 

groups no� share juri diction over he standards and he'r 

publications provide the basis for a comprehensive govern-

men al accounting sys em. The .'ationa1 Council on Governmen

tal Accounting (.'CG.) has issued Governmcn al Accounting, Audi 

in�. and Financial Repor ing (GAAFR). The NCGA's principles 

of accoun ing as con ained in ��FR ar recogniz d as estab-

ish ing the ' gen er ally accepted accoun ing pr inc ipl cs" s a p

p lied to governmen al un· s. The American Institute of Certi 

f'ed Public Accountants (AlCPA) has published the udits of 

State and Lo al Governmental Units which is also known as the 

Audi Guide. The body of principles contained in the Aud't 

Guide represents the generally accep ed auditing standards (t 

.:is recogni:ed by the accounting profession. Generally, the 

AICPA and he udit Guide recognize the .:iuthori y of NCG an 

GAAFR, although there are differences in emphasis and detail 

It should be noted that 1 CGA is in the rocess of resta ing 

GAAFR which was last revised in 19 8. The resta emen proj1 

cons i u es a "modest revision" to update, clarify, amplify 

and reorder GA.AFR with an important objective of incorpora 

per inen aspec s of the Audit Guide which was first publis 

in 19 4. 

The Revenue Resources and Economic Commission Subcom · 

on local Fiscal Reporting strongly endorses the use of "ge1 

erally accep ed accounting principles" (GAAP) b: local go 

cen s. GA, Pis no a s  a ic body of knowledge; the princi 



-8-

are periodically modified and clarified in an effort to up· 

date the thinking on the basic principles in accounting. It 

is to Virginia's advantage to keep in step with GAAP which 

has widespread acceptance and acknowledgement as the primary 

source for authoritative principles of public accounting. It 

is also recommended that a manual be prepared by the Auditor 

of Public Accounts for use by Virginia localities which out· 

lines what GAAP are, clarifies any ambiguities, and sets forth 

the recommended principle where different approaches are state 

by GAAFR and the Audit Guide. The Subcommittee feels very 

strongly that all local governments should strive towards 

adopting "generally accepted accounting principles." ll'hile 

such changes may slightly impair comparisons for a particular 

locality over a long period, it is felt that major emphasis 

should be on comparability among localities within one fiscal 

year. It is also recognized, however, that for some local gov

ernments an immediate change which embraces all such principles 

would be costly both in the short run for the initial change 

and in the long run for qualified staff. 

Although the Subcommittee acknowledges the problems 

created for some local governments to make immediate cha.nge 

to an accounting system which totally implements the principles 

set forth in GAAFR, it assumes that the Auditor of Public Ac

counts and private audit firms will offer the assistance needed 

by local governments to move towards acceptance of all "generally 

accepted accounting principles" (GAAP). Adherence to GAAP is 
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a major ool in achieving uniformity. 

The repor ing for at developed by the Subcommittee clas

sifies expenditures according to he purposes for which he 

expenditures were ade, in order that the local government 

may in form i s citizens as wel as its officers, how tax 

monies arc used and he cost of services provided. Thus, ex

penditures are ca egorized into twenty-four functions and, to 

the extent practical, all operating costs of each function 

are included (e.g., e ployee benefits departmental ov rhead

and all adrainis ra ive costs connec ed with the function which 

can be isolated). .lajor capital outlay costs, debt service, 

and enterprise ac ivities are each reported separately. The 

expenditures for each function will also be reported according 

o he sources of revenue used for making the expenditures

(i.e., categorical state and federal aid or charges for ser

vices}. On the revenue side, revenues are reported by source. 

They are also grouped for summary purposes according to whether 

they originated at the local, s ate, or federal level . 

. 1 hough he Subcoauni tee eels that having statewide in

formation on all local goverrunents--incorporated ton�s. ci ies, 

and coun ies--is very i portant, it decided that the reporting 

s ·ste should first be developed for cities and counties. All 

ci ies and counties have full service local governments, wherea 

towns generally have govcTnmen s with limited functions; in par 

lar, most o��s do not finance public education. It was felt 



-10-

that major compromises would have to be made in the reporting 

format if counties, cities, and towns were put on a comparable 

basis. Furthermore, in terms of dollar magnitude, town fi

nances are relatively insignificant compared with those o[

cities and counties. Of the 189 towns, 176 have populations 

below 5,000 and nearly 90% have populations under 2,500. The 

small towns with populations under 5,000 account for only 1. 8% 

of all revenue from own sources of local governments in Vir

ginia. The Subcommittee goes on record as acknowledging the 

need for developing state statistics on towns, but feels that 

such a system should be handled as a sepaTate project to be 

pursued at a later time. 

Data which are uniformly reported by all cities and coun

ties will facilitate comparative analysis of local governments. 

They may pinpoint functions of like-sized localities where 

discrepancies in expenditures exist and further analysis should 

be sought. Uniform reporting will prove valuable in measuring 

the level of state and federal participation in particular func

tions, as well as in making comparisons of state and federal 

funding between local governments. In addition, uniform re

porting will aid in developing local fiscal impact statements 

for proposed legislation at the state level. Without adequate 

information about the financial affairs of local governments, 

it is difficu t for the state government to know, much less 

deal effectively with, the financial problems of its political 
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subdivisions. 

Uniformity is the key word to a good local fiscal infor

mation system. The reporting format must be developed such 

that there is a clear and comprehensive definition of each 

expenditure function and each revenue classification. Other 

procedures, such as the accounting basis for reporting (e.g., ac

crual or cash), must also be prescribed. Achieving uniformity 

is vital for the success of a local fiscal reporting system and 

will be dependent upon two factors. First, the responsible 

state agency, the Auditor of Public Accounts must provide adequate 

explanations, training, and assistance at all stages of the 

process--reporting, collection, and compilation. Secondly, 

local governments must make concerted efforts to cooperate and 

supply the required information. 

The reporting format requires of local governments a re

cording of all dollars flowing through that particular loca 

government. Careful attention must be taken to insure tha no 

dollars arc double counted for reporting purposes as hey f o� 

from one fund to another within the local fund structure. 

Tn order to get a more complete picture of the revenue 

and expenditures relative to particular functions in each o

cality, the data submitted by each local government will be 

supplemented with data showing direct expenditures made at he 

state level on behalf of the locality. For example, the s a e 

directly funds a portion of the cost of retirement for teachers. 
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In OTdeT to get a tTue picture of the cost of education in

a particular locality, these retirement costs should be in

cluded. Since these dollars do not flow thTough the local

government, they cannot be accoun ed for in a local Teport

ing system. This type of informa ion will be supplemented

a he sta c evel. 

The timing of the repoTts, i.e., when hey are o be

submitted y the locali i.es, as well as when he summary re

per is av::dlable o the public, is also imper ant. Pre

sently, audit reports for al c ics and counties arc not

completed until one year follo1 ing the fiscal year for which

the audit is made. The distTibution of the audited reports

falls evenly over this time frame, as can be seen in a tabl

showing he completion dates of the audits for FY 1975-76.

(See he able which follows.)

Tt docs no seem practical to have the local report forms

submitted to the Auditor of Public Accounts prior to the com

ple ion of the audit or hat [iscal year. The dato o be

Teported would no be in their est form un il the audit is

complete and, ·n some coses, the data would not be in any [orm

until he audit is complete. .i:iny localities have their audi

tor prepare the report form which is presently submi ted to

he Audi or of Publ · c Accounts. The Subcommittee feels tho

chi is appropri.ote. tn addi ·on to allowin� time for all

audi s to be sub�itted to the uditor of Public Accounts, 3 



1976 

OCTOBER 13 
Accomack 

lbemarle 
Bedford 
Charles Ci y 
Greene 
.!a thews 
Roanoke 
Rockingham 
Karren 

Franklin 
Fredericksburg 
Harrisonburg 
Portsmouth 

,'OVHIBER - 14 
Buckingham 
Cumberland 
Essex 
Halifax 
Isle of ll'ight 
King & Queen 
Louisa 
Nelson 
, 0 tO\•tay 

outhampton 

Bedford 
Dan,·ille 
Martinsville 
Richmond 

DECEMBER - 17 
Charla e

Fauquier 
Giles 
Greensville 
King George 
Ice klcn hurg 

Northampton 
Prince Edward 
Rockbridge 

-13-

AUDIT D REPORTS 
FISCAL YEAR 19 5-76 

(CO,\lPLETlOX DATE BY �IOXTH) 

DECE lBER 
(Contd.) 
Russell 
Spotsylvania 
Washington 
\<.'es more land 

Chesapeake 
Co onia Heights 
Roanoke 
Virginia Beach 

19 

JANUARY - 17 
Appomat ox 

rlington 
Augusta 
Mongomery 
Kor humberland 
Page 
Patrick 
Prince George 
Prince 1 illiam 
Sussex 
Wise 
York 

Buena Vis a 
Gala. 
Hampton 
South Boston 
Wi 11 iamsburg 

FEBRUARY - 18 
Alleghany 
Caroline 
Clarke 
Fairfax 
Fluvanna 
Goochland 
Henn· 
James Ci y 

FEBRUARY 
(Contd. J 
King \l'i lliam 
Lunenburg 
Smyth 
Surry 

Alexandria 
Bristol 

ewport . ·e1,·5 
Norfolk 
Salem 
I inchester 

,L<\RCH - 18 
Amelia 
Bath 
Botetourt 
Campbell 
Craig 
Dinwiddie 
Franklin 
Grayson 
Highland 
Lancas er 
Po1,ha an 
Pulask' 

Charlo esville 
Fairfax 
Hopewell 
Lcxin con 
, orton 
Staunton 

PRIL - 11 
!iTano 
Brunswick 
Gloucester 
Henri o 
�liddlescx 
'e � Ken 

Shenandoah 

APRIL 
TC"orit d . ) 
Wythe 

Manassas 
Petersburg 
Radford 

MAY - 1 
Amhers 
Chestcrf'cld 
Culpeper 
Flord 
Frederick 
Hanover 
Lee 
Loudoun 
Madison 
Orange 
Pi sylvania 
Rappahannock 
Scot 

t.:fford 

Co,· i ng ton 
Emporia 
Poquoson 

JU.'E - 11 
Buclianan 
Carroll 
Di kenson 
Richmond 
Tazewell 

Clifton Forge 
Falls Church 
Lynchburg 
/.anassas Park 
Suffolk 
l'ayncsboro 
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summary report must also allow time for compilation and veri

fication of the data, as well as for printing. The desire 

for timely reports on local fiscal data must be weighed and 

balanced with what is feasible for the local governments (con

sideration of their resources--both time and money) as well as 

what will allow for collection of good data. Although the Sub

committee feels that the ideal time frame for submitting the 

local reports is very soon after the close of the fiscal year, 

it does not feel that this is practical if accurate results are 

to be collected. While commercial enterprises are generally 

audited immediately following the close of the fiscal year, a 

comparison of local governments with the state government may 

be more appropriate. The audits for state agencies are spread 

over a period greater than the year following the fiscal year 

which is being audited. Further, a preliminary financial re

port is not available until August 15 and the final financial 

report issued by the Comptroller is not available until the first 

of December. The appropriate time frame for completed local 

audit reports must take into consideration the fact that the 

. uditor of Public Accounts audits approximately one-fourth of 

the cities and counties. Effective for the FY 1976-77 audits, 

the Auditor of Public Accounts has required a January 31 comple

tion date for all counties. The Auditor of Public Accounts was 

able to set this deadline by an adjustment in the priorities 

of the staff work program. A much stricter time frame (e.g., 
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August or September), ho�ever, would probably result in addi

ional staf needs for the Audi or of Public Accounts or a 

necessity for some locali ies chaniing o priva e audi firms 

a a �reater cost o the locality. 

At hi. ime, he Subcommitt e recommends cha all coun

ies and ci ies submi heir audi repor and reportinA form 

o the 1\uditor of Puhlic A ·ounts ns soon after he close of

he fiscal year as po·sible and no later hon Novenber ·o.

lt is hoped ha locali ies and audi ing firms will strive or 

nn ev n shor er time frame. The Subcornmi ec also recommends 

cha the summary report prepared by the Auditor of Public Ac

coun s should be available o legisla ors, local governmen s. 

and h general public by he end of January. 

Al hough he summary r port of compnrative cost is a valu

able ool, he Subcommitte� feels ha his should only e con· 

sidered as one outgrowth of the reporting by localities. 

is s rongly recommended ha all data submitted by localities 

h compu eri=cd such hat timely retrieval of the more de ailed 

information 1dll be possible. Tn erested state agencies aca-

dcmic ins itu ions, �nd local governments and 

tions should have access o the informa ion 

detailed an�lyses. 

heir or,1:uini=:i

or purpo-es of 

The proposed reporting form being developed by he Subcorn

mittco will b the repor required of the cities in lieu of he 

prescn repor submi ted o the udi or of Public Accoun s. For 
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the counties, the report form will be an additional require

ment as the data presently used in preparing the Comparative 

Cost statement is extracted by the Auditor of Public Accounts 

from the audits submitted by the counties. It is not perceived 

that this will be a major additional administrative burden to 

the counties. Further, it is felt that the person preparing 

a county audit is in the best position to be providing such 

data ·n conjunction with the audit. 

The Subcommittee is also aware of the several reporting 

requirements made of local governments. Where possible an 

effort should be made to consolidate local reporting and to 

ensure uniformity. At a minimum, obvious discrepancies between 

various reports should be clearly footnoted as to the reasons 

for differences. With this information, the users of the re

ports will be less likely to make erroneous comparisons of data. 
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The following pages contain discussion and rccommenda ions 

on specific issues that must be addressed in developing a re

po ing system. The issues discussed include: 

METHOD OF ACCOUNT! C 

TREAT !ENT OF FU DS A:. D I. 'TERFUND TRANSFERS 

DEBT SER\ICE 

CAPITAL OUTLAY 

ENTERPRISE FUNDS 

ALLOCATlONS OF PARTICULAR EXPENDITURES 

FU, CTIONAL CATEGORIES 

PE SIO PL. 1•

Preliminary table formats that are suggested for he S ry 

Report of Compara ive Cost for Local Go\·ernmen s are also in

cluded as par of this document, as well as workshee s which 

will be required. I is hoped that ·nclusion of his ma crial 

will provide legislators, local officials, and o her groups con

cerned with local fiscal reporting, wi h the basic ideas of 

the reporting sys cm which is being recommended. The ub

committee invites comments and suggestions. 
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1ETI-K)D OF ACCOUNTrNG 

"Basis of accol.alting" refers to i,·hen revenues, expenditures or ex

penses, as appropri te, and transfers- -and the related assets and lia· 

bilities- -are recognized in the accounts and reported in the financial 

statements. Specifically, it reLnes to the timing of the measurements 

made. In governmental units, it is not unusual for accol.alting records 

to be maintained on one me hod of accounting during the year and con

verted to another method at year end. For the purposes of uniform lo· 

cal fiscal reporting, the method of accountini: to be applied to the rc

portinE: fonnat must be de cnnined. The followini op ions arc listed. 

1. C.!\9-1 PASTS - Revenues are no recorded in the accoun s until they 

are actua ly received in cash and expenditures arc not recognized 

un il each paymen .is made. Although this basis is very clear-cut 

as to what revenues and expenditures are to be recorded in a parti

cular fiscal year, an accurate comparison of expenditures in rela

tion to services rendered is not possible, because the services may 

be rendered in one fiscal period and the disbursements related to 

such services may be made in another fisc.11 period. For example, 

in many locali ies, teachers have he option of receiving their 

salary payments on a nine-roonth bas·s or a twelve-month bas·s. 

TI1ose who choose to be paid on a ti,elve-rronth basis, September-

Au ust, will rece·ve their last two payments in the fiscal year fol

lowing the fiscal year in i..tiich the services were rendered. There

fore, if the accoun s are kept on the cash basis, all he expenses 

incurred for Educa ion {teachers' salaries) will not be totally re

flected in the fiscal period which they benefited. 

2. ACrnUAL BASIS - Revenues are recorded in the accounts at the time 

they are earned and expenditures arc recorded �hen the liabili y 

for them is initially incurred. GMFR feels that "the accrual basis, 

to the exten that i is practical, provides a superior method of ac

countinJ< for the inflow and outgo of economic resources because it 

relates cos and expenditures to th time period in which benefits of 

the outlays are received. It also provides a more accurate matchin� 
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of these benefits with any assoc iatccl revenues.·· GAAI'R recollfllends 

that five funds util"ze the accrual basis--(}) Fn erprise, (2) Inter

governmental Service, (3) C.'lpitnl Projects, r ) 1'rust and Agency, ;:ind 

(5) Special Assessment. '!11 Audit Guide allows an exception to the 

accrual basis for th latter three funds. I revenue arc no sus

ceptible to accrual, they should be TecoTded as collected (''suscep

tible" defined below}. In pee· al Assessment Funds, in eres income 

on asse sments receivable and interest expense on offsetting bonds 

payable or other long tenn debt should not be accrued unless full�· 

ma UTcd and not paid. 

3. \K)Dl FIBD cam<\ BASTS - For th1·ee classes of funds, fv\AFR Tecog

nizes that the use of the full accnial basis is no easible or prac· 

tical because the expenditures in these funds do no generate and are 

not directly associated 1,ith ftmd revenues raised by taxation and 

other nivenue-produci ng powers. Modificat tons o he accrual method 

of accounting for budgetary funds, i.e., the General Fmd Special 

Fund, and Debt ervicc Fund, arc discussed as follo-.. -:s. Revenues are 

recorded as received in cash except for (a) revenue susceptible o 

accTual, and (b) revenu s of a material amount hn ha,·e no been Te

ce ·ved at the nonnal time of receipt. (n) Revenues cons"dercd sus

ceptible to accrual are those revenues tha are bo ceasurable and 

available. "Available" means that the j em is a resource tha can be 

used to finance the govemmen tal operations durinE! rear. F� 

types of revai.u s posses the characteristics essen ial o bo h 

criteria of being measurable and available. Re,·enue sources hat 

generally arc no considered susceptible to accrual iJ'lclude hose 

generated on a self-assessed basis, such s i e taxes and sales tax. 

Normally, such taxes would be recorded as revmue i.nen received. 

llowever, knokn reflDlds of such taxes should be recorded as a lia

bility and a reduction of rcvenu as of he irne e refund claims 

aTe filed with the axing author"ty. It appears clear in the udit 

Guide that reimburscrnen s from o her enti ies should be accnicd. The 
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discussion is less clear, however, as to how grants such as federal rev· 

enue sharing should be handled. fn this si ua ion, th uditor of Pub· 

lic Accounts hould issue guidelines so that all localities will be mi

fonn. Q1e major source of revenue 1�hich may or may not be accruable is 

property taxes. G.�'\FR feels this revenue should be accrued as it is 

levied pursuan to law as of a speci fie dat , the amoun of the tax is 

precisely detenninable in advance, and an en orceable egal claim at

tach�s to the properties and/or taxpayers subject to the tax. Propert)" 

taxes are accrued and Allowance for Uncollec ible Taxes should also be 

set up :md shoi-n as a deduction fran the receivable account. TI1e Audit 

Guide, however, states that timing considcrat"ons and he availubi ity 

of sich revenues to meet expenditUTes in he related budge year are the 

11"0jor factors in 1,tiether or not property taxes should be accruec!. (b) 

Sane revenues, even though not susceptible to accrual, should be recorded 

prior to actual receip if revenues are of a ma erial amount. This seems 

to have limited relevance in Virginia. 

Expenditures are recorded on he accrual basis, xcept · n the in

stances discussed below. 

(a) Disbursement for inventory ype i ems (e.g., materials and

supplies) may be considered expenditures either hTien purchased (purch�se 

method) or wt-en used (consumption method); (b) Expendi ures for in· 

surance and similar services extending oveT more than one accounting 

period or prcpa id in a prior accounting period, need not be allocated 

between or airong accOLnting periods, ut may be accoun ed for as ex· 

penditures of he period of acquisi ion; (c) lnteres on long term 

debt, commonly accounted for in debt service funds, normally should be 

recorded as an expenditUTo on its due date; (d) The enclmlhrance rrethod 

of accounting is an addi ional modification to the accrual basi . (See 

discussion below.) 

4. ENCU\filRA!llCES · Enclmlhrances are obligations in the fonn of purchase

orders, con racts, or o her cormrl ments "1'1ich are chargeable o an

appropriation and for 1,tlich a part of the appropria ion is reserved.

Encwnbrances ou standing at year end shoul cl not be recorded as ex·

penditures and liabilities, but as reservations of fund balance for
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subsequent year expenditures. Encunbrance accounting is required 

to the extent ne essary o assure ffective budgetary control and 

to facilitate e fcctivc cash planning and con rel. Enctmibrances 

outstanding a year end do no cons itu c expcndi urcs, but indi

cate the use of budgetary au horiry in one period o be folloi.·ed 

by an expenditure in the subsequent period. 

S. BASIS OF ACCOI.NITNG REQUIRED BY AUDCTOR OF PUBLIC Afr. .rs -

Revenues arc recorded m a fllOd.ified accrual bas is. Only those rev

enues, however, 1,hich are reimbursable from the state or federal 

government (and in some cases another jurisdic ion) are accrued. 

ABC profits, sales ·tax, property axes, etc. are not accrue . 

r-ederal re enue sharing is no accrued by the udi or of lie c-

coLmts: however, sane CPA firms auditing Virginia localities do ac

crue his rcvenie source. On the expcndi urc side, llCCOU\ s paid 

or payable at the end of the (ism year are charged as expenditures. 

Accounts payable are defined as hose items or seni.ces •,,h"ch have 

been received within the fiscal period, but for which cash ·sburse

nents ha e not yet been made. 

6. BASIS OF ACCOLNJ'ING REQUIRED BY BUREAU OF TI-IE CINSUS ' Cil\�EITTAL

FIN\! Cl: REPORT! 'G - For a single government, he Census Bureau recog

nizes the basis of accountini: may differ os between ftmds. Census

statistics as to goveTil!llental revenue are compiled in ·e of s

collected (net of refunds). Census stat is ics on goveml:lfn al cx-

pcndi ure are developed from i.tiate r records i. • 11 pro 'ic!e e t

adequate de ail as to financial transactions wi hout regard to he

accounting basis. This means tha Census figures as o expendi ures

for di fferen governments ar not always comparable bec ause they reflect

cash disbursemen s in sone coses and relate to obliga ions .inrurred or

accrued in other cases.

7. SUBCQ\�IITIEE RKQ\1MENDATICN - It is recolllTlCnded a he .:icc:rual basjs 

o[ accounting be utilized in five funds as reconr.ended hr GA,\FR- -

Enterprise, lntragovernmental Service. Capital f'rojec s, Trus and 

Agency, and Special Assessmen . Further, the excep ion o e accrual 

basis for the latter three funds as set forth in the Aud" Guide is 
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a Lso rccof!J1iz.ed. For the rem..'l:ining hrce fmds (f,eneral, Special. 

and b Service) the modified accrual basis of accounting is recom

mended ns explained :in #3. Use of encumbrance accoun :ing is a the 

option of the local go,ernmcn bu wi l1 no be used in local fisc l 

report in_!!. 

mf:J\1 !FJIT OF FlNIJS mn [ rrr:RF
l
ll'1D 1TIAN FERS 

f,i\AFR states tha . ·-r.overnrncntal accountinJ,! s ·s ems shoul be or· 

ganized nml opera cd on a fund bnsis." .t... fund is defined as nn indcpcn· 

den fiscal and accoun ing nti )' wi h a self-bnlancing sc of accoun s 

recording cnsh and/or o her resources toicther wi h al rel a ed l iab i 1i· 

ties, obligations, resenres. and equities which are Sefrrega ed for the 

purpose of carrv in!! on specific acti vi ies or a aining certain objectives 

111 accordance with special regulations. restrict ions or limi a ions. 

Ther are eight major cs of funds recognized br GA,'.FR (r,meral, Special 

Revenue. Debt Service, Capital Projects, Enterprise Intragovcrnmental 

ervice. Trust and �ency, and Special ,\sscss111Cn ) . C'.overrurentol accoLD'l s 

are OTJ?anizcd on he basis of funds each of .... tiich is cornple ely in-

dependent of any other. fn addi ion to its o .... n financial transactions of 

an in emal nature (i.e .. pa)Toll) and ex cmal nature (i.e., purchase of 

crnrrnodities), each fund in a govemmenta unit ma have financial tr:ins· 

actiats 1.-ith o her flHlds in the same r.ov mmcn al uni Since each fund 

is :t completely independl;.'ll en it)', the amounts due i from o her flHldS as 

well 1JS he amounts · t 01,·es to them mus be re. ec ed in the accounts and 

financial a ements. Inter· fund receivables and payables !'lay result from 

sen• ices rendered bv one fund or another or from inter· [LU1d loans. 

The ubco11111i tee on Local Fiscal Rcportinr. rccogni :es and ender es 

fund accoun ing by each local .110 ernment. It also reco01izcs that the 

au.lited financial s atement of each local govemmen prcsen s funds sep 

ara cly For he purpose of local fiscal repor ing. howeYer, stat is ics 

wil be or,1?1111ized in four f-'und roupin s--r.eneral Fund, Debt Service rune!, 

Capi al Projects Fund, and En erprise Funds 
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For reporting purposes, he ncral Fund will mclude the revC'J'lues 

::mJ expenditures of Special Funds ond Intragovcmrrcntol Service Funds. 

1\lh�'ll consolidating figures for these thr funds, care ul at ention. must. 

be Riven to net out the transactions be 1,een. he mdividual funds so 

that there is no double counting of dollars. Interfund rans ers should 

b handled such that. the dollars are only reported as an e,cpcnditure in 

one func ion. Expen.di ures made for in.tragovemmcntal sen•ices (e.g., 

central garages and motor pools, central prmting and duplica mg, da a 

processini::) should be alloc:i ed accordini; to the benefits derived o he 

p.irticular function. serviced. ,\n.y administrative cos s or o\·erhead 1,hich 

is not charged o a pnrticular function should be accounted for under .!!!.:_ 

emal Administration. Rec.1ined earnings (surpluses) in an In rago\"em

mcntal Service Fund or any other fund which is not being reported outside 

of he r.enera1 Fund will be reflec eel in he end of yc:ir balance. Careful 

u tent.ion should also be gfrcn in he reporting such that m erfund reim· 

burserncn s arc not double counted as either expenditures or re •enues. 

Other interft.U1cl transfers should be reported only in the function which 

is the final location of he expenditure. 

Reimbursements Crom another govemmental entity for a service pro· 

vided for tha entity should be treated as expenditure refunds; the flow 

of dollars herefore, for pro iding such a service would no reflected. 

For example, money received from he sta c for he care of s a e prison.er 

should be subtr.lctcd from the to al expenditures and herefore no con

sidered as an expenditure necessary for maintaining j:i ·1s in he reporting 

locality. Fur herrnore, refunds for an o erpayment in expendi ures is no 

reflected as revenue but as a reduc · on in the e,cpendi ure. In th· s rmn

ner, he fis,.rres 1,-hich will c reported in he General Fund of a locali 

will only reflect he revenue received OT the e:-.-pcnditures de which ben.e

fi tha locality exclusive))'· 

DEBT SERVICE 

b Service Funds, as defined by G,\AFR, rire created to occoun for 
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the payment of interest and principal on loog-tcnn, general obligation 

debt. Tuo exceptions may exist. General obl"gation debt payab e from 

special assessrwnts are not included in the bt Service Fund, but prop

erly carried as a liability of the Special Assessment Fund to M1ich they 

apply. An option exists with the debt that is issued for Enterprise 

Funds. Varying degrees of debt service cost aSSUll1)tion by Enterprise 

Funds may exist. On the one hand, limited earnings under legal restric

tions or existing financial policies may permit an enterprise to pay 

none or ooly a srrall portion of the debt service on general obligation 

bonds issued for its benefit. At the opposite extreme, an enterprise 

may be able to pay all general obligation debt service costs in addition 

to other operating and maintenance expenses, and these charges are, 

therefore, paid from earnings of the Enterprise Fund. 

The Subconmittee recoomcnds tha·t the total debt service of a local 

governmen should be re fleeted in the Debt Service Fund. All debt ser

vice which is issued for the benefit of publ'c enterprises should, for 

reporting purposes, be reflected in the Debt Service Fund, bu revenue 

to pay for such should be shown as a transfer from the appropriate Enter

prise Fund. 

See Exhibit A-4 and the accompanying worksheets for the suggested 

reporting fonnats related to the Debt Senrice Fund. Exhibit B provides 

a SU1111Bry of total debt service for each local· ty. 

CAPITAL OlmAYS 

GAAFR defines c..pital outlays as expend'tures which result in the 

acquisition of or addition o fixed assets. Fixed assets arc assets of 

a lcng-tenn character 1,tiich are intended to continue o be held or used, 

such as land, buildings, machinery, urniture, and other equipment. 

CAAFR reconanends a Capital Projects Fund to account for al resources 

used for the acquisition of capital facil 'ties by a governmental unit 

except those financed by Special Assessrrent and Enterprise Funds. Capi

tal Projects Funds are no designed to handle and account for all capital 
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outlays of a governmental jurisdiction. Capital outlays which are pur

chased. not constructed or fabricated by a loca li y, are to be reflected 

in an object classification. Cap·tal projects, as defined by CAt\FR for 

the purpose of the Capital Projects Funds, are those capi al outlays 

other than Special Assessment and Enterprise Fune! projects which involve 

the construction of major. pennanent facilities having a relatively long 

life. These projects do not include fixed assets wi ha coiq:>ara i ely 

limited life, such as various types of mad1inery and office equiprnen 

which aTe reflected as operatiJ1g expenses in the r..eneral Fund. 

Reporting all capital outlays uncler the appropr:ia e expendi re func

tion (e.g .. construction cost for a new library would be reflected in 

Libraries) is another alternative for handling capital ou lay. Ole a 

vantage of this approach would be that all expenditures trade by a local 

govenunent for a particular function would be pinpoLq ed uncler one func

tional category. In addition. a problem is not created as o defining 

capital outlays for the purpose of Teporting some or all separately. 

While there may be some advantage to isolating all expenditures made for 

a particular function. the inclusion of major capital acili ies in some 

cases would balloon the expenditures made by a locality .in a part-icular 
fiscal period. Erroneous comparisons between localities i.ould be rore 

likely to result if one were not aware that one locali was reflec ing a 

major one-time expense. A practical problem may also arise in isola ing 

the cost of a project which is just one of several being ftmded : a 

general bond sale. Interest costs are a part of the cost of he project. 

but it may be difficult to isolate the interest. Further rany capi 1 

facilities such as a city hall or court house would be an expenditure 

necessary for =Y functions. Dividing the cost of a city hall be ·een 

the functions it benefits would be impractical if not impossible. 

The Audi.tor of Public Accounts reports ·some capi al ou la ·s in a 

separate table from general operating costs. In a verbal policy. e 

Auditor of Public Accounts includes those capital outlays which are ob· 

tained for replacement pm1)oses as an expenditure under he general 
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operating expenses. Expenditures hhich provide additional fixed assets 

or are related to the acquisition of such (contractual, architectural, 

and engineering fees, etc.) are reported separately as capital outlays. 

In the Comparative Cost reports prepared by the Aud"tor of Public Ac

counts. the tables reflecting capital outlays are handled differently. 

Capital outlays reported for the county governments include capital ex

penditures made in Enterprise Funds. For cities, the Auditor of Public 

Accounts separates certain capital outlays made for public senrice en

terprises from the details of capital outlays. The Department of Educa

tion also requ·res localities to report some capital outlays in a sepa

rate table in the report form which they reauire of the local school di

visions. The definition used hy the Depe1rtment of Education is the same 

as that used by the Auditor of Public Accounts. 

The Bureau of the Census in its reporting requirements, also sepa

rates capital outlay from current operations. Its definition. however 

of 1,nat shou1d be considered in each category varies from the Auditor 

of Public Accounts. Capita1 out.lay expenditures are subdivided into three 

object classes as follows· 

1. Construction. Includes production of fixed h�rks and structures

and additions, replacements, and major alterations thereto,

undertaken either on a contract basis by private contractors or

throu�h force account. Includes planning and designing of

specific projects and gTading, landscaping and other site improve

ments, and provision of equipment and facilities that are inte

gTal parts of a structure. Construction excludes expenditures

for repairs (classified as cuITent operation) unless these cannot

readily be segTegated and identifiable payments to other gov

ernments for construct ion work (classified as intragovemmental

expenditure).

2. Eguipmen_!.. Purchase and installation of apparatus, furnishings,

motor vehicles, office equipment, and the like, having an expected
life of more than five years. Includes both additional equipment
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and replacemcn s. Ren al for equipl'lcnt. including any ren al 
payments that may be crcclited on the pu,·chase price i purcha e

options are exercised. ar classifjed as curren operation ex

penditure. Equipment and facilities tha arc integral par s 
of constructed or purchased struc urcs are classified respcc i -e-
ly mder construction or purd1ase o land and cxis ing s ures. 

3. Purchase of land and ex·sting struc ures. Purchase o hese
as ets as such, purchase of riithts-of-1, y and i le search and
similar activity associated with the purchase ransact.ions.

Further. receipts arising from insurance adjustments, sales o equip-

ment reimbursements . .ind the like ore class Hied as revenue rather as 
an offse to capital outlay expcndi ure. Expenditures rela ed o \oo3 er 
supply. electric li!!h and poi.-er, gas supply and transi sy .are all 
re fleeted separately from both curren operatin� and capital ou lay. 

A canparison for a few local governments of the fi�res repo ed for 
capital ou lay in FY 19 - S by the Bureau o he Census and he .wdi or 
of Public AccoW'\ts graphical y shows the di ffercnccs in repor ing. 

/\rJ :i.ngton 
Fairfax 
Henrico 
Prince \\'ill iam 
Alexandria 

Census 
.12, S.000 

0.4S ,000 
6,989, 00 

11,941,000 
12,479,000 

Olcsapeake 9, 92,000 
(Figures rounded to nearest thousands.) 

AP 
S 1.51 ,000

6. -6- ,000
8.221.000

12 .zos.o

9.S9 ,000
.,. ,.35 000

1hese comparisons also emphasize the ne for clear dcfini ions 311d 
�idelines such that the fiJ!Ures in he two reports are under ood 
used accor ling to their intent by the users of the report 

Another nltcmntive Car hancll"ng capital' outlay is o place a dol-
lar minimum and consider the life of the asse of tha capi al outlay 

which is to be repor ed separately. Tn Concepts and Practices in Local 
r.overnmcnt F"nancc , published by the �tunicipal Finance Officers • .\sso
ciation. it is stilted that many local governments use the rule tha a uni 
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of equlpmen which costs 10,000 or more and has n :.ise(ul life of at leas 

five y ars will be contained in capital projec s. 

'11ic ini · nl basis for the Subcorranitte 's recorrnenda i.on s ems from 

the concepts of capi al outlay as they arc unders ood to c s ated in 

C'.AAFR. That ·s to S::I>' that capital outlays which involve the construc-

ion, fabrica ion or acquisi ion o( m::ijor capi al facilities are � be 

reported in a separate fund cntitl cl Capital Proiects Fund. Other capital 

outlay which is purchased and has a comparatively shorter life (c.� .. 

ll'Ochinery, office equipment. vehicles, etc.) should be re flee ed w.i th the 

opera in)! expenses :in the (',cneral Fund as an expenditure in the func

tional category which ·he· service. An exccp ion would exist for those 

c.ipita1 outlays which are acquired by ;m FJ1 erpri�e Ftmd. In this situa

c.ion , he capi al ou l ny would be reported as an expenditure of he par i

cular Enterprise Fund. 

Tn reporting caphal o•Jtlay in this manner, one problem is rccogni:ed. 

In sm Iler localitie ·. a carital outlay such as a police car is ,1 major 

e:·qiense in relation to the total c.·pendi urcs in the function ( 1n this 

C.lse Pol ice) and not 1 ikely co occur every year. In this case he total 

expenditures for Pol ice Kould be atypical for tha fiscal year Md the 

per capita cor.�iarisons for Police in the locality buyini he police car 

1,ould appear ou of 1 ine for tha 1 ocality. This ype of s i ua ion is not 

.is likely to occur in larger localities where the cos of capital ou lAy 

such as equipment and vehicles is spread evenly o\·cr each year-·cither by 

regular rep la cment or use of a \\'orking Capital Fund. ff a one· ime e. · 

pendi ture does occw· in a locality which might distort the usual cost of 

hat ftmction for tha fiscal period, it is reconmended hat the repor ing 

locality footnote this. In this mnnner, the users of the report will be 

ai,arc of any non-recurring expenditures and can consit:!er his in anr anal ·

sis. 

Sec Exhibit A-5 nnd the accompanrin!! •,1orl:shee s for he sur. c ·u.·d re

porting forma $ related to the Capi.tnl Projec s Ftmd. 
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D.Tf.RPR!Sf Fl'. T6 

GJ\AFR define,: Entcrpl"i sc Fm I as ::i fund o finance nd accoun for 

he acquisi icn, opcr:1 ion, and m:1 intenance of govcnuncn al facili 1c, 

and sen·iccs hh.ch arc cn i ely or prcclomi.rul cly self-supper ins by u:cr 

char!!es. In some ases, of course, u·er chari:.es con· itu e a  maior 

source o r 1·enue but lo not to all:,' support the Enterprise rund a.· he 

i;overnin!! body h'O ltl hop and in end. Examples of Enterprise Fund. are 

ose or 1,, ter, gas, nll clectric utili ies: swinning pools, hos? a 

anJ parkin!! !!ilrages: and transi systems. 

In h provision of he service for 1,·hich they 11ere sta ILhed, 

)!OVeli1111cn , J enterprises acquire assets and incur opcr::i in� e�l)CllSe anJ 

Jiabili ics in the S;J.fl"C m..'1fllter a a Olllllercial enterprise. Sone i • 

inguishin,i: accoun in.r ieatures o he En erprise Fund :is se -or h 

<'MFR arc: 

·ut i Ii :.�tion of a crual bas is of accoun in1:; 

-a 11 capi al out Jay e . .pen i ures rela ed o the en erpri ·e is ac

counted for in the Enterprise Fund: 

-fi. d assets mtL�t be accmu, ed for alon)! with curr n asse ; de

prccia t ion of hesc fixed a s  ts must be recorded and inc uded h 

other costs incurred; 

-paymcn of a I l d bt service hat is for he benefi o he En: r 

prise Fund is rut opti.onal exnen<liture of he Enterpri ·e Ft.Dl • 

In \'i q:inia, local /!OV mmen s ke their OhTI dcte ina ion as to 

which flDlct ions are ac o te<l for hr an Enterprise Fund. For · e 

of local fiscal rcpor in!!, it is recommended hnt certain f 

b reared as enterpr i · nccoun ts. For reµort ing jlllrposcs. hcrefor 

only he flo,< of dol l:irs between h Cenernl. Fun<l il!1d the en 

coun 1.·ould t>c refl · c I in the f.eneral Fun b:il:tnce. The flot-. o; 

lars Ki.thin C'ach cntcq1rise accoun would be rcpor cd SC' ra elv. 

:<idcra ion 1,: hein!! � ivcn o lie ol lo1dng run· ions o he rea ed l · 

l·n crprise l tu1d:; for he purposes of rcror in)!: 

ld 
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-Community facilities (refers to major facilities which are

spectator-oriented, e.g., coliseum, auditoriton, stadium);

-Hospitals;

-Nursing homes·

-Transit;

-Harbor;

-1\i.rport;

-\1'ater and Sewa!le;

-Electric;

-Gas.

Before making a final decision as to whether or not each of these flmc

t ions should be reported as an Enterprise Fund, a survey wi 11 be taken 

of each local government to detennine 1vhether or not it has expendi

tures in any of these functions, how it is presently handling the ac

counts, and what administrative problems or comparability problems would 

be created if these functions are reported as entell'rises. 

Cne disadvantage of reporting certain functions as Enterprise Funds, 

which arc not actual y set up that 1,'lly by the local government, is that 

depreciation will not be reflected as an expense. In Comparative Cost of 

City r,ovemments FY 74-75, on Exhibit A-3, Statement of Public Service 

Enterprise Funds, only fifteen localities show depreciation. Comparative 

Cost of County Governments does not show a separate exhibit for Enterprise 

Funds: all revenues and expenditures are included in the consolidated 

statemcn of f'tmd accounts. Although the reporting 1,uttld be more uniform 

if all local governments were required to establish certain Enterprise 

Funds, the Subconmi ttee feels that this is a principle which should evolve 

rather than be required. Setting up accounts for depreciation on all capi-

tal assets, some of which were nht;iinerl �nrrP. tirre :1go, wm,lrl hP, "ery C()�tly. 
Another situation to be aware of in trying to derive comparable 

cost is hat some local governments are not charged for the services they 

receive from their Enterprise Funds. For exrunple, if a locality's water 

utility does not charge regular local government departments for water 
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and sc1,cT use, t1.;o distortions will occur. cne. in ascertaining the 

otal expendi ures of a particular function (e.g. , Recreation and Parks), 

the cost for water and sewer will not be reflected. 1his will also dis-

tor comparisons with other local governments 1,i1ere water and sewer charges 

are included in each function. Thu, the revenues in the Enterprise Fund 

for the locality will be artificially 101,. 111is will also distort compari

sons with other local governments. 111e Subcorranittee endorses GAAFR 's recom

mendation that all services rendered by an Enterprise Fund for other 

funds of the governmental jurisdiction should be billed at pre-deter-

m.ine<l rates, and all servkes received by the Enterprise from other funds 

should be paid for on the same basis that other users are charged. 

The Subcommittee al so proposes that all debt service 1,taich is issued 

for the benefit of public enterprises should, for reporting purposes, show as 

a transfer from the Enterprise Fund to the Debt SeTvice Fund and be re

flected as an e;qienditure of the bt Service Ftmd. 

Sec the worksheet an page 52 for the suggested fonnat related to 

Enterprise Funds. 

ALLOu\TIQ'iS OF PARTICULAR EXPENDTTIJRES 

Allocation of Sheriff's Department 

The Sheriff's partment may provide any or all of three functions in 

a locality- -serving civil papers and court security, administrator of the 

jail, and law enforcement. The expenditures for each of these fLmctions 

is separate for the purposes of local fiscal reporting. Therefore, it is 

necessary to allocate the expenditures in the Sheri ff' s Department to as 

many as three different functional categories so that the true cost of 

each of these functions is adequately reflected. 

Allocations Between Functions 

In addition o the Sheriff's Department, sane local governments may 

have similar situa ions 1,-here it hecomcs necessary for reporting purposes, 

to divide a program cost between t1,·o or more functions. The method for 

allocating is left to the discretion of the locality as to how the cost 
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should be most appropriately allocated. A note should accompany the 

report explajning the rrethod used for allocating the expenditures. 

For example, the maintenance of parks is an expenditure under Parks 

and Recreation. If a local government includes these expenses in a 

program which is responsible for all maintenance of buildings and 

grounds, the cost incurred for the upkeep of the parks should be es

timated and reported as an expense under Parks and Recreation rather 

than Maintenance of Buildings and Upkeep o E Grounds. 

Allocation of Departmental Overhead 

Jf several functions which Hre to be reported separately come with

in one department in a locality, the departmental overhead should be 

allocated to each function based on the percentage their cost is of the 

total department. Before allocating the cost of departmental overhead 

to the appropriate function, all cost (benefits, etc,) must be included. 

For example, for the City of Richmond, the cost for the Director of 

Public Safety (salary, benefits, and any other general administrative 

cost) will be allocated to the Bureau of Police and the Bureau of Ffre 

i.n addition to any other bureaus which are the responsibility of the 

Director of Public Safety. If total cost for the Bureau of Police (in

cluding benefits, etc.) is 40% of the Department of Public Safety, 40% 

of the cost for the Director of Public Safety will be counted as an 

expenditure lUlder Police. 

FlJNCTIC:Ni\L CATEGORIES 

Cn the expenditure side, it is recommended that twenty-four ftmc

tional categories be used to report the expenditures of general govern

ment. It is 1-ecognizcd that the suggested listing has some differences 

from that recommended by r..WR, but it is not felt that such variance 

constitutes an exception to "generally accepted accounting principles." 

The categories were developed with some consideration as to the flmc

tions which are presently reported in Comparative Cost as 1,'Cll as 
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consideration of functions which generate the most interest for further 

analysis among the public, local officials, or state le islators. lhese 

expenditure categories arc provisiona and are subject to change after 

receiving further c01Tments by affected parties and after experience has 

been gained from applying them to several prototype localities. lhe 

functional categories include: 

J\dministra ion of Justice 

Advancement of . gricul ture and HonJ? Economics 

Animal Control 

Building Inspection 

Civic, Cultural and Other Contributions 

Corrections and fetcn ion 

F.<lucation 

Elections 

Env·ronmental Protection 

Fire Protection 

Health 

llousing 

Internal Acbninistration 

Financial Acbniniscration 

General Administration 

Libraries 

1aintcnance of Buildings and Upkeep of Grot.D1ds 

lent al Heal th 

liscellancous 

Planning and ColllTltll'lity lxlvelopmcnt 

Police 

Recreation and Parks 

Refuse Collection and Disposal 

Streets and Roads 

l�el fare 
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PEi'!SICN PU\NS 

Although the scope of the Subcommittee's study has not included an 

analysis of governmental pension funds, the Subcorrmittee feels that this 

is an area which deserves close attent · on. 1he majority of Virginia lo

calities are not presently reporting unfl.Ulded pension obligations. Under 

proper accol.Ulting, unftmded pension obligations are shown. The method of 

accoimting would determine whether there is complete disclosure or only 

partial recognition of a local government's pension obligations. Ap

propriate accounting and reporting of pension and similar employee bene

fit information is important so that those interested in a local govern

ment's financial position can evaluate future demands upon tax dollaTs. 



Estimated 
Population 

Jul I 1 l!l I.OCALtn' 

Ra Mee 
Last 

Rcportccl 
June 30, 

l!l Ad"u.tments 

Gt:: a:Ri\L GC�!ER: lb\l"AL FUND 

Adjus ed 
B.1lancc 
July l, 

l!l_ 

I:, I I IIHT 1\ 

Total 



Non-Revenue 
Recei ts Total 

Amount 
Available 

rntenance 
and Operation 

Exhib·t A-3 
Per 

Amount Ca ita 

0 

Enterprise 
Fund Total 

er 

Amow1t Capita 

E
X
H18IT A

Balance 
at 

Jtme 30, 19_ 

' 



11 I 

Locali 
Real Personal 1) 

Estate Pro ert 

Public 

Pro er Taxes 

Service lachinery Merchant's 
Co oration and Tools Ca ital 

!)Includes Mobile Hane Taxation 

LOCAL REVThUE 

Penalties, 
Delinquent Local Consumer 

Taxes and Land Option Utilit)' 
Redem tion Total Sales tax 

Other 
Business, 

Professional 
O:::cupational 
License Tax 

EXHIBIT A·l 

Local Taxes 
Utility 

Franchise 
License 

Tax 

Motor 
Vehicle 
Licenses Othcr 2) Total 

Z)Taxes included arc Admissions, B:L'lk Stock, Dog License, Recordation, Restaurant Meals, Tobacco, Transient Lodging, Wills, Sui ts and Deeds,
Other



Localit 

r:ines an For c1turcs, 
Char •es for Services 

Fines and 
Forfcitw·cs 

Charges 
for 

Services Total 
Interest 
Eamin s 

l)Does not include revenue generated by enterprise funds

LOCAL REVENUE 

Earned Incanc 2) 

Renta 
and Sale 

of Contributions Fran 
Pro ert Public Entc rises 

Z) Does not include money earned in enterprise funds or money in trust and agency funds 

3) Includes contributions and donat · ans fran private sources and other miscellaneous revenue

Miscellaneous 3) 

Total 

EXIU BIT 1\- 1 

TOTAL 
LOCAL 

REVENUE 
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IICID: SHEET FCR EXHIBIT A-1 
PROPER1Y TAXES AND OfHER LOCAL TAXES 

Locality�-----�-�-------- Fiscal Year
PROPER1Y TAXES

Real Estate (Current)
Public Senrice Corporations

(Real & Personal (Current)
Personal Property (Cuncn·t)

Mobile Hanes (Current)
Machinery & Tools (Current)
Deljnquent Taxes 
Penalties & Interest

Total 
Land Redemptions 

Oil!ER LOO\L TAXES 

Total 

Local (ption Sales Tax
Consllller's Utility Tnx
Business, Professional,

Occupationn.l License Tax
Utility Franchise License Tax
Motor Vehicle Licenses
Other 

Admissions 
Bank Stock 
Dog License 
Recordation 
Restaurant Meals 
Tobacco 
Transient Lodging 
l1'ills, Suits & Deeds
Othe1· ________ _

-----
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M)RK SHEET r:0R EXHI8 IT . -1 
FT�'ES A; :0 FORFEITURES, CHARGl:::S FOR SERVTCJ:S 

!Jxa i )' __________________ _

FCNES AND FORFEITURES, CJ-IARGES FOR SER\ ICES
Fines and Forfeitures 

General District Court 
Ci rcu · Court 
.Jwenik Domestic Relations Court 
Parking \'iola ions 
Library r:·nes 
forfei ures 

her 
Total ------------

Chars s for Senrices 

To al 

Board and Sale o Dogs (Dog Pound) 
Boiler fnspection Fees 
lluildiiJl! lnspcc ion (Penni ) 
C!e1·k of Court Fees 
Ccmnonweal h's A tomey 's r-ees 
Erlucacion 

School Cafe eria Sales 
Rental School Books 

and Property 
School Tuition 
Sale of School Supplies 
..\ctivitv Fees 

Electrical· Inspection (Pennit) 
Elevator rnspec ion Fees 
Fire Protec ion Service 
Garbage and Trash Removal 
1 lcalth Clinic Fees (other than 

hose fees which go to he 
Sta e) 

Land Transfer Fees 
Library F es 
P�1rking !cter Fees 
Pll.mlbing Inspec ·on Fees 
Recreation Fees 
Septic Tank Penn'ts 

heriff Fees 
Sign Inspec ion 
S ree Cons nic ion and Repair 
S rec 1/ghts 
Weighs & i1 asures Checking f'ees 
ll'e lands Penni s 
:oning ( ubdfrision Fees) 
0 her 

Total -----------

r:is-=a I Ycnr 
-----
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llmK SHEET FOR EXHIBIT A-l 
I �\RNFl) T t\C IE, MT SCELLANEOOS 

Locoli tr ________________ _ 

l�\RXED 1. ·c IF. 

fetal 

In crcs Earnings 
Bond I raniums 

Tot,l 

Ren ol :md 5.:tle of Property 
R<'n s nnd Ro}' 1 ies
Sales of and Contribu ions of 

Fi.\C.: Assets 
Esche. ts 

ro �,1 

Contr.i hu ions from Public En erprises 
\jrpons 
C011rnw1icy Facilhics 
Electric 
Gos 

Harho1· 
. 'ursing l!ane and Hospital 
Puhl ic ll'orks 
Transportation 

To al 

Mr SCLLL,\.\TEOUS RcVF.Nl.fG 
Contributions from Prh•ate Sources 
0 her ___________ _ 

Tow! 

RE\' E.\'UF. 

Fiscal Year 
----



Locali 
Gnm 

(Cate orical 

Fran the Camionwca 1th 
lBTe 

Revenue 
orical) 

ayments 
in Lieu 

of Ta: es 

fIT
T

ERGOVERI\ME\fJ'AL REVENUE 

Fr Governnen 

Total 

re 
Revenue 

(Non-Cate orical) 

aymen s 
.in Li u 

of Taxes Total 

EXHrBIT A-2 

Totul 
1 ntergov nllllental 

Revenue 

' 

"" 

N 



-43·

IIORK SHEET FOR EXHIBIT A-2 
Tt\TERG<J\l'Elw-lENTAL REVENUE 

I�lERGOVEIW�TJ'AL REVENUE 
Fran the Carmoni-ealth 

Gran s (Categorical) 
Aid for Education 
S3les Ta.x for Education 
Highways 
Welfure 
Mental llealth 
Libraries 
Treasurer 
Sheriff 
Ccmnom;eal th• s Attorney 
Carmi sioner of Revenue 
Registrar 

Total 

Shared Revenues ( on-Categorical) 
ABC Profits 
Rolling Stock Tax 
Wine & Spb:its Sales Ta� 
Taxes on Boxing and Wrestling 
Other 

Total ---------

Payments in Lieu of Ta.�es 

Tota 
Total 

From the Fed ral Goverrancnt 
Grants (Categorical) 

Camiunity Development 
Educat·on 
ll'elfare 
Law Enforcanent 
Other 

Total ---------

Shared Revenu s (Non-Categorical) 
Revenue Sharing 
Other Anti-Recessionary 

Total 

Paymcn s in Lieu of Taxes 
Total 

Total 

TOTAL J ilERGOJl.:IW,tE.\'TAL REVENUE 

Fiscal Year 
----



Localit 

Total Counties 

Total Cities 

Counties & Cities 

Total E enditures 1) 

SIJ.MARY OF W,TITTENM'CE AND OPERATIONS 

Intergovernmental Aid 
(Cate orical Grants 
State e era Char es for Senrices 

....--

EXHTBIT A-3 

Local S ort2) 

Per 
Amount Ca ita 

Per 
Cent 

' 

_,,. 

!)Reflects the total expenditures for all fw1ctions except those reported as enterprise ftmds in a separate table, and debt service and major 
capital outlay which are also reported sepanitely. (Breakdown of "Maintenance and Operation" by function fo.md in Schedules B,1 through B-23.J 

2) Includes amount financed £rom local sources (other than charges for services) and non-categorical intergovernmental revenue. 



Function 

Adm ini s tra tion of .Justice 
Advancement of Agricul turc 

lj Horne Economics 
Animal Control 
Building Tnspection 
Civic, Cultural, & Other 

Contributions 
Corrections & Detention 
Education 
Elections 
Fire Protection 
Health 
!lousing 
Internal Administration 

Financia 1 Adm in is tration 
General Administration 

Libraries 
Maintenance of Buildings & 

Upkeep of Grollllds 
lcnt�1l Health 
tis ollancous 

I lunning r, Con1nunity 
I V l men 

P II 

R r at on & Pu r ks 
Refuse oJ 1 • · n 1; 

Disposal 
Stt·eets r, Ro::ids 
Welfare 
TOrAL 

\\'ORK SHEET FOR F.XHJBTT A-3 
W1TNTENANCE !\ND OPERATION FOR (LOCALITY) 

lntergovernmcntal Aid 
. l} Cat orical Grants

To al E: cnd1 turcs 

Charges 
for 

Services 

!.)Adjusted so that only the serv:ices provided f.or the reporting locality a1·c reflected. 
Z) Includes arnolUlt financed frOlll local sourc s (otJ1er than charges for services) and non-categorical

intergovernmental revenue. 

' 

,,. 

V, 

' 



(, 

Locali Total E. nc11.tures1) 

Tot'.11 Counties 

Total Cities 

Counties 6 Cities 

Fluictional categories being considered are: 
Schedule 

13-1 
B-2 
B-3 
IH 
B-5 
B-6 
B-7 
B-8 

Administration or ,Justice 
Advancemen of Agricultur 6 Home cconcmics 
An ima 1 Control 
Building lnspectjon 
Civic, Cultural & Other Contributions 
Co,Tec tions & Detention 
Education 
ll cction · 

DETATLS OF _ ___,,(F:...:· ::..'c.::CT..:..I:....:Ol;;.;N.,_) __ 

Schedule 
b-9 
B-10 
B·ll 
B-12 
B-12
B-13 
6-1 
B-15 

Fire Pro tion 
Health 
llousing 

01arges 
Cor 

Services 

Internal chninistration 
Financial Achnini tration 
General Ac:hninistration 

Libraries 
�bintenanco of Buildings & 

Upkeep or Grounds 
1\djusted so thn only the services provided for ti.: reporting locality arc reflected. 

Amount 

Schcdi.:le 
b-16 
B-17 
B· 18 
B-19 
B-20 
B-21 
B-22 
B-23 

SOIEDUI · B-1 
11ffi0001 !3-23 

Local Support 2) 

Per 
Ca ita 

Mental Health 
Miscellaneous 

Per 
Cen 

Planning & Conlnunity Development 
Pol ice 
Recreation Ii Parks 
Refuse Collection & Disposal 
Streets Ii Roads 
Welfare 

Z)Tncludes :unount financed fran lOCJl sources (other than charges for serv ices) and non-categorical intergov rnmental revenue. 

C 
I 
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\\'ORK SHEEI' FOR SO-!EDULES B-1 11[ROUQ-{ B-23 
DETAILS OF (FUXCT!0..\1) l) 

Locali r __________________ _

Gener:il FlOld Expendi ures 
Departmen (s) 
Departmental Overhead 
Fringe Benefits 
Other 

Sub ot ..--------� 

SpecL'll Funds 

Subtotal 
Total Expenditures 

Less Tnterfund Transfers2) 

I ss ReimbursC111cn s (for services 
no provided to the locality) 3) 

Less Rc(unds) 
True To al E"(J)enditure 
Less Sate Gi.tegoricol Aid 
Less Federal C:i egorical Aid 
Less Owrges for Scrv · ccs 
Local Suppor 

Fiscal Year 
-----

(name reimbursing govern
men s & program ac iv:i y) 

L)111e final 11orksheet detail· ng each function may be a canbi.nation of several 
similar 11Qrksheets if the function is made up of several activi ies. (Exar.ple: 
1\dministration of Justice ·ncludes he Circuit Court, Distric Court, JtJ\'enile 
amfl'ianest1c Relat1ons Court, Ccrnmonweal h's Attorney, Clerk of Cour .) 

Z)Only he interfund ransfcrs i.nich will be rcflec ed as an expendi in an· 
other func ion should be subtracted here. Inter fund transfers (such as hose 
made to intcrgoverl1ll1ental scnrice funds) 1 hich arc par of the expend.i cure 
necessary for performing · he particular ction, should no be rac ed. 

l)Reimbursernen s which are received from other governmental en i ies for a ser· 
vice provided for that entity should be subtracted. (Example: ,!oney received 
Eran the sta e for the care of s e prisoners should be sub a ed fran the 
to al expend.i tures and therefore not considered as an expendirurc necessary for 
main �ining jails in the reporting locality.) 

l)Tf e locality overpaid expenditures, ti refunds recei•cd should be sub· 
trac cd. (E.'1:runple: A refund recei vcd Eran the Depar cnt of Heal th ti f er 

he year end expend· ures and revenues of the prior year are computed should 
be subtracted fran otal e.rpendi ures.) 



.. 

Source of Funds 
djustcd 

Balance Balance S.1le ter-
Last Re- July l, •jcneral of pris 

or cd Mjusonents 19_ Fund Pro crt Fund 

DEBT SERVICE FUND 

A lication of Funds 

Redem ion Interest 
Enter- nt r-

General prise Total General rise Total 

EXHlllJT A-11 

Other otal 

Ending 
Balance 

.June 30, 
19_ 

I 

A 

O> 
' 



Beginning Balance 

Previous Balance 

Adjustments 

Balance July 1st 

Source of Funds 

Genera 1 Fund 

Sale of Property 

Enterprise Fund 

Other 

Total 

Application of Funds 

Redemption 

Interest 

Other 

Total 

Ending Balance 

June 30th 
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\\'ORK SHEET FOR EXHIBIT A-4 
DEBT SERVICE FUND 

Total Enterprise General 



l:XHlB IT A· 5 

CAPITAL PRn.JECrS FUND* 

Source o( Funds A lication of Funds 
Balance Adjusted Sta c Ending 

Last Balance General 5.:lle of Federal Sa le of Iki lance 
=Lc::.oc;:;;a;:;l=i::.:t"-l-'-

Re.:.=o:..:r...:tc.:cd..:c.i:..:::.'-"u::.:s:...:t.:.:.m.=.ecc.n.::.s+Jc.:u:.::l:L•....:;l L....;l:..:9-='-+.....:..F.::u;.;.nd=-+-?;;..ro=--.:e:..:r-=t,._.-=Gc.::ra.::..:.;.n.;..ts;....i_n;.;.o::.;1.;.:1d:..:s:......+..;.T.::.o.:.cac.:l
:._ii-;.

G _cn_c_r_.:1_l -+-
Sc-h_o�o.;..;;.s

..;.
S;;..t:..;T...:e_e_t.c.s_.:1:...:n_d_R__:oa.....:..d'-s+---

T...:o...:t.;..a_l..i,....:J::.:u,::.1:..:e:...:.::3.::.0i.....;lc;9c=-= 

*Include capital projects for general fund go\!ermnent only. 

I 
"' 

0 
' 
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\\ORK SHEET FCR EXHIBIT A·S 
CAPITAL PROJECTS FUND 

Beginning Balance 

Previous Repor 

Adjustments 

Balance July 1st 

Source of FtD1ds 

General Fund 

Sale of Prop rcy 

tate Grants 

Fcdenil Grants 

Sale of Bonds 

Other 

Total 

Applica ion of Ftmds 

General Govcrronent 

Schools 

Streets and Bridges 

Recreation and Parks 

Public Safer�· 

Drainage 

( G E\lER.I\ L GQVEffi-,.'1.fENT) 

Housing and Urban Renewal 

Refuse Disposal 

Total 

Ending Balance 

June 30 h 
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WORK SHEET FOR Ei'llTERPRfSE FUND 
(Flt-lCTIO 'S) l 

Loc:ility _________________ _ 

Source of FW1ds: 

Funds Provided fran Operations: 
Operating Service R venues 

Operating Revenue Deductions: 
Operation & Main n.,nce Expenses 
Dcpreciot·on 
Tax s: 

Income 
Othor

Misce lancous

Total Opera ing Revenue Deductions 

Utility Operating Income or (Loss)

Other Tncane 

*Gross Incan 

Income Deductions: 
Interest on Long Tenn Debt 
Other Interest Payments 

Total lncane Deductions

Fiscal Year ____ _ 

Net lnccme
Plus: Depreciation - Not Affecting Working Cap'tal

To 1 Funds Provided from Operations 

Sale of Bonds 
Increase in Contributions in Aid of Construction
Increase in Retained Earnings - Prior Year Adjustment 
DecTease in Plant Investment 
lncrease in Other Asse s
Decrease in O her Liabilities 

*Total SotU"ce of Funds

*Pa)inents fran other governmental cnti ties for their benefit should be 
netted out at this point. 
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WORK SHEET FOR E.\TfERPRISE FlJ}JD (CO�.) 

(RJNCTio.'IS) l

Application of Funds: 

Retirement of Long Term Debt 
Restatement of Earnings Reinvested in the Busjness 
Increase in Plant Investment 
Decrease in Retained Earnings - Prior Year Adjustment 
Increase in Other Assets 
Decrease in Other Liabilities 

*Total Application of Funds

Increase in ll'orking Capital 

1Separate balance sheets should be prepared for each of the following:

Airport 
Community Facilities 
Electricity 
Gas 
Harbor 
Nursing Hane and Hospital 
Wat.er and Sewage 
Transportation 

*Payments fran other governmental entities for their benefit should be
netted out at this point.



Locali 

�---==�---

on s an 
Bond Issue 

Antici)Xltion 
Loans 

Literary 
Fune.I 
Loans 

Long-Tenn 
Not.es and 
Contracts 

.., 

SlJ.Ni\RY OF DEBT SERV1 CE 

Amount of Debt at June 30, 19_ 

Total Gross Debt 
Temporary 

Loans General School Entc rise Total 

EXHIBIT B 

ct Debt or 
Sinkin Fund Assets 

Balance 
of Net 

Debt 

' 
VI 

' 
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