5-12.   
Journal entries and consolidation.  The General fund entered into the following transactions during the fiscal year:

1.
Levied property taxes of $10,000,000 with 5% estimated uncollectible and collected 98%.

2.
Paid salaries and wages of $6,000,000

3.
Compensated absences related to salaries and wages of $200,000 current; $800,000 non-current.

4.
Transferred $300,000 to Debt service fund for bond repayment

5.
Purchased office equipment for $700,000 with 7 year useful life (city uses straight-line depreciation)

6.
Purchased water and sewer services from the Enterprise fund for $200,000

7.
Contributed $200,000 to start up a new Internal service fund.

8.
Sold fully depreciated computer equipment for $1,000 for scrap; original cost $20,000.

9.
Paid expenditures for utility bills of $1,000,000.

10.
Received judgment for lawsuit of police brutality for $200,000 to be paid during next fiscal year.

a.
What journal entry would have been recorded for each of these transactions in the General fund?

b.
Prepare closing entries and a preliminary trial balance.

c.
Set up a conversion worksheet using the preliminary trial balance, prepare and post the reconciling adjustments, if any, and carry amounts across into the government-wide financial statement columns.

Answer.   

	a.
	1.
	Property Taxes Receivable – Current
	10,000,000
	

	
	
	
	Allowance for Uncollectible Property Taxes – Current
	 
	500,000

	
	
	
	Property Tax Revenue
	
	9,500,000

	
	
	Cash
	9,800,000
	

	
	
	
	Property Taxes Receivable – Current
	 
	9,800,000

	
	
	Allowance for Uncollectible Property Taxes – Current
	300,000
	

	
	
	
	Property Tax Revenue
	
	300,000

	
	
	
	
	
	

	
	2.
	Expenditures – Salary and Wages
	6,000,000
	

	
	
	
	Cash
	
	6,000,000

	
	
	
	
	
	

	 
	3.
	Expenditures – Compensated Absences
	200,000
	

	
	
	
	Compensated Absences Payable – Current
	 
	200,000

	
	
	
	
	
	

	 
	4.
	Other Financing Use – Transfer Out Debt Service
	300,000
	

	
	
	
	Cash
	 
	300,000

	
	
	
	 
	
	 

	
	5.
	Expenditures – Office Equipment
	700,000
	

	
	
	
	Cash
	 
	700,000

	
	
	
	
	
	

	
	6.
	Expenditure – Water and Sewer Services
	200,000
	

	
	
	
	Cash
	
	200,000

	
	
	
	
	
	

	
	7.
	Other Financing Use – Transfer Out Internal Service Fund
	200,000
	

	
	
	
	Cash
	
	200,000

	
	
	
	
	
	

	 
	8.
	Cash
	1,000
	

	
	
	
	Other Financing Source – Sale of Equipment
	 
	1,000

	
	
	
	
	
	

	
	9.
	Expenditures – Utilities
	1,000,000
	

	
	
	
	Cash
	
	1,000,000

	
	
	
	
	
	

	 
	10.
	No journal entry as claim is to be paid in next fiscal year.
	 
	

	
	
	
	 
	 
	 

	b.
	
	There was no information given about the budget, so budgetary accounts are not used.  Revenues and Expenditures are closed to Unreserved Fund Balance

 

	
	
	Property Tax Revenues
	9,800,000
	

	
	
	Other Financing Sources
	1,000
	

	
	
	
	Expenditures
	 
	8,100,000

	
	
	
	Other Financing Uses
	
	500,000

	
	
	
	Unreserved Fund Balance
	
	1,201,000

	
	
	
	
	
	

	
	
	                                        Trial Balance
	 
	

	
	
	Cash
	1,401,000
	

	
	
	Property Taxes Receivable – Current
	200,000
	

	
	
	Allowance for Uncollectible Property Taxes – Current
	
	200,000

	
	
	Compensated Absences Payable – Current
	
	200,000

	
	
	Unreserved Fund Balance
	
	1,201,000

	
	
	
	 
	1,601,000
	1,601,000

	
	
	
	
	
	

	c.
	
	The conversion adjustments that would be made follow the six-step process on pages 136-140:
	 
	

	
	
	
	
	
	

	
	1.
	Establish the governmental fund capital assets.
	 
	

	
	
	Computer Equipment
	20,000
	

	
	
	
	Accumulated Depreciation – Computer Equipment
	 
	20,000

	
	
	
	(record equipment purchased in prior periods)
	
	

	
	
	Equipment
	700,000
	

	
	
	
	Expenditures – Office Equipment
	 
	700,000

	
	
	
	(record capital assets acquired during fiscal period)
	
	

	
	
	Other Financing Source – Sale of Equipment
	1,000
	

	
	
	Accumulated Depreciation – Equipment
	20,000
	

	
	
	
	Equipment
	 
	20,000

	
	
	
	Gain on Sale of Equipment
	
	1,000

	
	
	
	(record the sale of capital assets)
	
	

	
	
	
	
	
	

	
	2.
	Determine the long-term, noncurrent governmental fund debt outstanding.
	 
	

	
	
	Fund Balance
	300,000
	

	
	
	
	Bonds Payable
	
	300,000

	
	
	
	(establish outstanding long-term debt)
	
	

	
	
	Bonds Payable
	300,000
	

	
	
	
	Expenditure – Debt Service Principal
	
	300,000

	
	
	
	(assumes transfer to Debt service was used to pay principal on long-term debt)
	
	

	
	
	
	
	
	

	
	3.
	Restate governmental fund revenues to accrual. (none)
	 
	

	
	
	
	
	

	
	4.
	Restate governmental fund expenses to accrual.
	
	

	
	
	Expenditure – Compensated Absences
	800,000
	

	
	
	
	Compensated Absences Payable
	
	800,000

	
	
	Expenditure – Claims and Judgments
	200,000
	

	
	
	
	Claims and Judgments Payable
	
	200,000

	
	
	
	(record non-current liabilities for compensated absences and claims and judgments)
	
	

	
	
	Depreciation Expense – Office Equipment
	100,000
	

	
	
	
	Accumulated Depreciation – Office Equipment
	
	100,000

	
	
	
	(record depreciation on office equipment – assumes full year of depreciation)
	
	

	
	
	
	
	
	

	
	5.
	Consolidate and eliminate the internal service funds. (information in the problem does not indicate any entry is required)
	
	

	
	
	
	
	
	

	
	6. 
	Remove the operating transfers in and out between governmental funds.
	 
	

	
	
	Operating Transfers In – Debt Service Fund
	300,000
	

	
	
	
	Operating Transfers Out – Debt Service Fund
	
	300,000


	Governmental Funds Adjustment Spreadsheet

	

	
	
	
	
	Beginning Trial Balance
	Adjustments
	Ending Trial Balance

	
	
	
	
	
	
	
	
	

	Assets:
	
	
	
	
	
	

	
	Cash
	1,401,000
	
	
	
	1,401,000
	

	
	Property Taxes Receivable - Current
	200,000
	
	
	
	200,000
	

	
	Allowance for Uncoll. Taxes- Current
	
	200,000
	
	
	 
	200,000

	
	Equipment
	
	
	20,000
	20,000
	700,000
	

	
	
	
	
	700,000
	
	
	

	
	Accumulated Depreciation Equipment
	
	
	20,000
	20,000
	
	

	
	
	
	
	100,000
	
	100,000

	Liabilities:
	
	
	
	
	
	

	
	Compensated Absences Payable
	
	200,000
	
	800,000
	
	1,000,000

	
	Claims and Judgments Payable
	
	
	
	200,000
	
	200,000

	
	Bonds Payable
	
	
	300,000
	300,000 
	
	

	
	
	
	
	
	
	
	

	Fund Balance
	
	
	
	
	
	

	
	Unreserved Fund Balance
	
	
	300,000 
	
	300,000
	 

	
	
	
	
	
	
	
	

	Revenues
	
	
	
	
	
	

	
	Gain on sale of equipment
	
	
	
	1,000
	
	1,000

	
	Property taxes
	
	9,800,000
	
	
	
	9,800,000

	
	
	
	
	
	
	
	

	Expenses
	
	
	
	
	
	

	
	Depreciation Expense
	
	
	100,000
	
	100,000
	

	
	Expenditures
	8,100,000
	
	800,000
	700,000
	8,400,000
	

	
	
	(D)    300,000
	
	200,000
	300,000
	
	

	
	
	
	
	
	
	
	

	
	Other Financing Source/Use
	500,000
	1,000
	1,000
	
	200,000
	

	
	
	
	(D)   300,000
	300,000
	300,000
	
	

	
	
	
	
	
	
	
	

	Totals
	10,501,000
	10,501,000
	2,741,000     
	2,741,000
	11,301,000
	11,301,000

	

	(D) Assumes $300,000 transfer to Debt service and corresponding expenditure included adjustment spreadsheet.


 (D) Assumes $300,000 transfer to Debt service and corresponding expenditure included 

adjustment spreadsheet.

(reference Chapters 3 and 4 for basic transactions, pages 136-140 conversion adjustments, and page 171 adjustment spreadsheet)  
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