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Continuing Problems
PART A
Coco city uses separate funds for the following activities. States the names of the funds that Coco City will use for each of these activities:
1. General Fund to account for its day-to-day operating activities
2. Capital Projects Fund to acquire or construct major capital assets
3. Debt Service Fund to accumulate resources to service long-term debt
4. Enterprise Fund to operate a municipal swimming pool

Part B
A. Record opening account balances
B. Prepare journal entries to record transactions
C. Post the journal entries to T-accounts
D. Prepare an appropriations ledger for police supplies and post the budgetary transactions




PART B

1. The Coco City Council adopted the following budget for the General Fund at the beginning of the year. 

Estimated revenues-property taxes		  400,000
Estimated revenues-sales taxes		   	    70,000
Estimated revenues-parks and admission fees	    10,000
    Appropriations –police salaries				300,000
    Appropriations –police supplies				  40,000				
    Appropriations – park supplies		         	  	  80,000
    Appropriations – Transfer to Debt Service Fund               	  45,000
    Budgetary fund balance					  15,000
To record the General Fund budget



2. Two purchase orders, one for $35,000 and one for $4,000, were placed against the appropriation for the police supplies

Encumbrances							39,000
	Budgetary fund balance reserved for encumbrances			39,000
To record encumbrance for purchase orders. 	


3. Because the unit price was lower than anticipated, an invoice for $33,000 was received and approved for the supplies that had been ordered for $35,000.

Budgetary fund balance reserved for encumbrances		35,000
	Encumbrances								35,000
To reverse encumbrance for purchase of police supplies.

Expenditures-police supplies					33,000
	Vouchers payable							33,000
To record purchase of police supplies			


4. The invoice for $33,000 was paid.

Vouchers payable						33,000
	Cash									33,000
To record payment for police supplies
















	GENERAL LEDGER

	Est rev property taxes
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	Coco City

	General Fund

	Appropriations ledger

	Calendar Year 2013

	
	
	
	
	
	
	
	
	

	Function: Police supplies
	
	
	
	
	
	

	Entry 
	 
	Appropriation
	Encumbrances
	Expenditures
	Available

	no.
	Item
	CR
	DR
	CR
	DR
	CR
	DR
	Appropriation

	1
	Budget
	40,000
	
	
	
	
	
	40,000

	2
	Place PO
	
	
	39,000
	
	
	
	1,000

	3
	Received PO 
	
	
	
	35,000
	
	
	

	3
	Expend Po
	 
	 
	 
	 
	33,000
	 
	3,000























PART C
Prepare journal entries, as appropriate, to record these transactions, and post the journal entries to T-accounts. (Other General Fund transactions)
1. Property taxes were levied in the amount of $404,000 in order to provide revenues of $400,000. Tax bills were sent to the property owners.

Property tax receivable				404,000
	Revenues-property taxes				404,000
To record property tax levy

	
2. The account of a taxpayer who owed $3,000 was written off as uncollectible.

Allowance for uncollectable taxes		3,000
	Property tax receivable 					3,000
To write off uncollectible taxes


3. Property taxes of $370,000 were collected in cash

Cash						370,000
	Property tax receivable					370,000
To record property tax collections


4. At year-end, all uncollectable taxes were declared delinquent. The Coco City finance director concluded that all the property taxes would be collected, so there was no need for any allowance for uncollectible taxes. She estimated that $21,000 of delinquent taxes would be collected in January and February 2014 and that the rest of the taxes would be collected later in 2014.

Property taxes receivable-delinquent		31,000
	Property tax receivable					31,000
To reclassify receivables to delinquent

Property taxes receivable- delinquent		3,000
	Allowance for uncollectable				3,000
To reclassify allowance account to delinquent

Revenues-property taxes			13,000
	Deferred revenues-property taxes			13,000
To record deferral of property taxes expected to be collected after the first 60 days of 2014.

5. The state collects sales tax on behalf of all cities in the state. During the year, Coco City received $68,000 in sales taxes from the state. The state also advised Coco that it would remit an additional $6,000 in sales taxes (from sales made in 2013) by January 20, 2014.

Cash						68,000
	Revenues-sales taxes					68,000
To record sales tax collections

Sales tax receivable				6,000
	Revenues-sales taxes					6,000
To record sales taxes applicable to 2013, expected to be collected by January 20, 2014.

6. Coco City collected parks admission fees of $18,000 during the year.

Cash						18,000
	Revenues-admission fees				18,000
To record collections of admission fees


7. The unpaid vouchers of $35,000 at the beginning of the year were paid. 

Vouchers Payable				35,000
	Cash							35,000
To record payment of vouchers


8. Salaries in the amount of $360,000 were paid ($290,000 for the Police Department and $70,000 for the Parks Department).

Expenditures-police department salaries	290,000
Expenditures-parks department salaries		70,000
	Cash							360,000
To record payment of salaries








9. The payroll for the period ended December 31, 2013, which was included in the year 2013 budget, will be paid on January 5, 2014 ($8,000 for the Police Department and $5,000 for the Parks Department).

Expenditures-police department salaries	8,000
Expenditures-parks department salaries		5,000
	Accrued salaries payable				13,000
To record accrual of salaries at year-end	


10. A Police Department sedan accidentally sideswiped a citizen’s vehicle in November 2013. Coco City’s corporation counsel estimated that the city would ultimately settle the citizen’s claim for about $4,000. It usually takes about 18 months to settle cases of this kind. 

No journal entry required





























	GENERAL LEDGER- General Fund

	Est rev property taxes
	
	
	Est rev-sales tax
	
	
	Est rev-parks & admin fee

	400,000 
	
	
	
	70,000 
	
	
	
	10,000 
	

	 
	
	
	
	 
	
	
	
	 
	

	 
	
	
	
	 
	
	
	
	 
	

	 
	
	
	
	 
	
	
	
	 
	

	
	
	
	
	
	
	
	
	
	

	App-police salaries
	
	
	App-police supplies
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	Expenditure-police supply
	
	
	Vouchers payable
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	40,000 
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	Property tax receivable
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Part D

Prepare journal entries for all funds, as appropriate, to record these transactions, and post the journal entries to T-accounts for each fund. (Capital Projects Fund and Debt Service Fund transactions)

1. To provide financing for new police station, Coco City sold bonds on April 1, 2013, in the amount of $500,000. Bond principal is payable over a 10-year period in 20 equal semiannual installments of $25,000, with interest of 6 percent per annum on the unpaid balance. The first payment is due on October 1, 2013. 

Capital Projects Fund
Cash						500,000
	Other financing source-long term debt			500,000
To record the issuance of bonds

2. Coco City purchased a prefabricated police station and paid $500,000 for it on delivery. The building, ready for occupancy on July 1, 2013, was expected to have a useful life of 25 years. 

Capital Projects Fund
Expenditures-capital outlay			500,000
	Cash							500,000
To record purchase of police station

3. The General Fund transferred $45,000 to the Debt Service Fund in anticipation of the first installment of debt service. 

General Fund
Transfer to Debt Service Fund			45,000
	Cash							45,000
To record transfer to Debt Service Fund

Debt Service Fund
Cash						45,000
	Transfer from General Fund				45,000
To record transfer from General Fund








4. The first installment of debt service became due and payable on October 1, 2013. 

Debt Service Fund
Expenditures-bond principal			25,000
	Vouchers Payable					25,000
To record matured bond principal
	Expenditures-Interest				15,000
		Vouchers payable					15,000
	To record interest expense


5. The first installment of debt services was paid. 

Debt Service Fund
Vouchers payable				40,000
	Cash							40,000
To record payment on principal on bonds	


























	
	GENERAL LEDGER -General Fund
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	GENERAL LEDGER-Capital Projects Fund

	
	Cash
	
	
	Other financing - LTD
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GENERAL LEDGER-Debt Service Fund
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	40,000
	
	
	 
	45,000
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PART E

Record the opening balances in T –accounts, prepare journal entries to record the transactions, and post the journal entries to T-accounts. (Enterprise Fund transactions)

1. Coco City operates a municipal swimming pool. It started the year with cash of $5,000; net capital assets of $510,000 (the swimming pool cost $600,000, and the accumulated depreciation was $90,000); and outstanding bonds of $480,000 (the original debt of $600,000 was being paid off over 15 years in equal annual installments of $40,000 on December 31 of each year, with interest of 5 percent per annum on the outstanding balance).

Cash						5,000
Capital assets 					600,000
Accumulated Depreciation					90,000
Revenue bonds payable						480,000
Net Position							35,000
					

2. Coco received swimming pool admission fees of $70,000

Cash						70,000
	Admission fees						70,000
To record pool admission fees

3. Salaries totaling $8,000 were paid to a lifeguard and a clerk.

Salaries expense				8,000
	Cash							8,000
To record salaries expense


4. Coco paid the annual debt service requirement on the swimming pool bonds.

Revenue bonds payable				40,000
	Cash 							40,000
To record payment of principal of revenue bonds due

Interest expense				24,000
	Cash							24,000
To record interest paid for the year



5. Coco recorded depreciation on the swimming pool. The cost of the pool is amortized over 20 years.

Depreciation expense-swimming pool		30,000
	Accumulated depreciation-swimming pool		30,000
To record depreciation expense for 2013



	GENERAL LEDGER-Enterprise Fund

	Cash
	
	
	Capital Assets
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PART F

Prepare pre-closing trial balances for all funds. Also, prepare the following fund financial statements and schedules:

1. Governmental funds balance sheet
2. Governmental funds statement of revenues, expenditures, and changes in fund balances
3. General fund budgetary comparison schedule
4. Proprietary fund statements of net position
5. Proprietary funds statement of revenues, expenses, and changes in fund net position. 
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Capital Projects Fund
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Debt Service Fund
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Enterprise Fund
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Part G

Prepare journal entries needed to convert the governmental funds financial statements to the governmental activities column of the government-wide financial statements. Post the journal entries to a six-column work sheet similar to that shown in table 10-8. Also, prepare Coco City’s financial statements: the government-wide statement of net positions and the government-wide statement of activities. 
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(A) Deferred tax revenues						13,000
Revenues-property tax							13,000
To recognize 2013 property tax revenues on an accrual basis of accounting






(B) Interest expense						7,500
Accrued interest payable						7,500
To record increase in interest liability on accrual basis of accounting

(C) Capital assets							500,000
Expenditures-capital outlay						500,000
	To reverse 2013 expenditures and record capital assets

(D) Other financial resources-long term debt			500,000
Long term debt payable 						500,000
	To reverse financing source to record liability 

(E) Transfer in from General Fund					45,000
Transfer out to Debt Service Fund					45,000
	To eliminate transfer among government funds

(F) Accrued salaries payable					13,000
Expenditures-police salaries						8,000
Expenditures-parks department salaries					5,000
	To adjust expenditure and liability of the accrual basis of accounting
	
(G) Depreciation expense-equipment				20,000
		Accumulated depreciation-equipment					20,000
	To record depreciation expense 2013

(H) Bonds payable							25,000
Expenditures- bond principal						25,000
	To reduce expenditures and record repayment of liability
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Not needed - no balances

Coco City

Capital Projects Fund

Balance Sheet

 December 31, 2012


image7.emf
Expenditures

Capital Outlay 500,000 $    

   Excess of expenditures over revenues (500,000)

Other Financing Sources

Other financing source- Long term debt 500,000

Net change in fund balance 0

Fund balance at beginning of year 0

Fund balance at end of year - $            

Coco City

Capital Projects Fund

Statement of Revenues, Expenditures, and Change in Fund Balance

For the Year Ended December 31, 2012


image8.emf
Account Name Debit Credit

Cash 5,000 $        

Transfer in from General Fund 45,000 $      

Expenditure-bond principle 25,000

Expenditure- Interest 15,000

45,000 $       45,000 $      

Coco City

TRIAL BALANCE

Preclosing Trial Balance

December 31, 2013


image9.emf
Assets

Cash 5,000 $        

   Total assets 5,000 $        

Fund Balances

   Assigned 5,000 $        

   Total fund balance 5,000 $        

Debt Service Fund

Balance Sheet

 December 31, 2013

Coco City


image10.emf
Expenditures

Interest 15,000 $      

Bond principle  25,000

   Total expenditures 40,000

Ecess of revenues over expenditures (40,000)

Other financing Sources

Transfer In 45,000

Net change in fund balance 5,000

Fund balance at beginning of year 0

Fund balance at end of year 5,000 $        

Coco City

Debt Service Fund

Statement of Revenues, Expenditures and changes in Fund Balance

For the Year December 31, 2013
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Account Name Debit Credit

Cash 3,000 $        

Capital assets 600,000

Accumulated depreciation-swimming pool 120,000 $    

Revenue bonds payable 440,000

Admission Fees 70,000

Net position 35,000

Salaries expense 8,000

Interest expense 24,000

Depreciation expense 30,000

665,000 $     665,000 $    

TRIAL BALANCE

Coco City

Preclosing Trial Balance

December 31, 2013
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Operating Revenues

Admission fees 70,000 $      

   Total revenues 70,000 $      

Operating Expenses

Salaries expense 8,000

Depreciation expense 30,000

   Total operating expenses 38,000

   Operating income 32,000

Nonoperating Expenses

Interest expense (24,000)

   Increase in net position 8,000

Total Net Position at Beginning of Year 35,000

Total Net Position at End of Year 43,000 $      

Coco City

Enterprise Fund

Statement of Revenues, Expenses, and Changes in Fund Net Position

For the Year Ended December 31, 2013
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Assets

   Current assets:

   Cash 3,000 $        

     Total current assets 3,000 $        

Capital assets:

   Swimming pool(net of depreciation expense) 480,000

   Total capital assets 480,000

     Total assets 483,000

Liabilities

   Current liabilities 

   Current portion of revenue bonds payable 40,000

     Total current liabilities 40,000

    Noncurrent liabilities

    Revenue bonds payable 400,000

      Total noncurrent liabilities 400,000

        Total liabilities 440,000

Net Position

   Net investment in capital assets 40,000

   Unrestriced 3,000

      Total net position 43,000 $      

Enterprise Fund

Statement of Net Position

December 31, 2013

Coco City
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 General Debt ServiceCapital Projects Total

Assets

Cash 23,000 $    5,000 $          28,000 $ 

Sales tax receivable 6,000 6,000

Property tax delinquent 34,000 34,000

   Total assets 63,000 $    5,000 $          - $                   68,000 $ 

Liabilities

Accrued salaries payable 13,000 $    13,000 $ 

Deferred inflows of Resources

Deferred tax revenue 13,000 $    13,000 $ 

Fund Balance

Unassigned 37,000 5,000 42,000

   Total fund balance 37,000 5,000 42,000

Total liabilities, deferred inflows of resources,           

and fund balances

63,000 $    5,000 $          - $                   68,000 $ 

Coco City

Balance Sheet

Governmental Funds

December 31, 2013
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 General Debt ServiceCapital Projects Total

Revenues

Property taxes 391,000 $  391,000

Sales tax   74,000 74,000

Admission Fees 18,000 18,000

   Total revenues 483,000 483,000

Expenditures

Current:

   Police salaries 298,000 298,000

   Park salaries 75,000 75,000

   Police supplies 33,000 33,000

Debt services:

   Principal  25,000 25,000

   Interest 15,000 15,000

Capital outlay 500,000 500,000

     Total expenditures 406,000 40,000 500,000 946,000

Excess of revenues over expenditure 77,000 (40,000) (500,000)(463,000)

Other Financing Sources (Uses)

Long Term Debt 500,000 500,000

Transfer In 45,000 45,000

Transfer out (45,000) (45,000)

Total other financing sources (uses) (45,000) 5,000 500,000 460,000

Net change in fund balances 32,000 5,000 37,000

Fund balance -beginning 5,000 5,000

Fund balance-ending 37,000 $    5,000 $          42,000 $ 

Coco City

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

December 31, 2013
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Debit  Credit Debit  Credit Debit   Credit

Cash  28,000 28,000

6,000 6,000

Property tax delinquent 34,000 34,000

13,000 13,000

Accrued salaries payable 13,000 13,000

5,000 5,000

391,000 13,000 404,000

  Sales tax 74,000 74,000

  Admission fees 18,000 18,000

298,000 8,000 290,000

  Park salaries 75,000 5,000 70,000

  Police supplies 33,000 33,000

  Bond principal 25,000 25,000

15,000 7,500 22,500

500,000 500,000

Long term debt 500,000 500,000   

45,000 45,000

Transfer out 45,000 45,000

1,059,0001,059,000

Capital assets 500,000 500,000

20,000 20,000

20,000 20,000

7,500 7,500

500,000 500,000

5,000 5,000

20,000 20,000

1,123,500 1,123,5001,028,500 1,028,500  

  Bond interest

Aggregated Balances of Fund Statements

Aggregated 

balances of Fund 

Statements

Adjustments Adjustment Balances

Sales taxes receivable

Deferred tax revenues

Unassigned fund balance

Revenues:

  Property taxes

Expenditures

  Police salaries

Depreciation expense



 Capital outlay

Other financing items

Transfer in

Accumulated depreciation

Accrued salaries payable

Bonds payable

Net position
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Assets

Cash 28,000 $     

Sales tax receivable 6,000

Property tax delinquent 34,000

   Total assets 68,000

Liabilities

Bond payable:

   Due within 1 year 50,000

   Due in more than 1 year 470,000

      Total liabilities 520,000

Net position

Unrestricted 42,000

Net postion 85,500 $     

Governmental Activities

Government-Wide Statement of Net Position

December 31, 2013

Coco City
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Expenses

Charges for 

Services

Net (Expense) 

Revenue

Programs

Public safety (323,000) $       (323,000) $         

Parks (70,000) 18,000 (52,000)

Interest on long-term debt (22,500) (22,500)

  Total governmental activities (415,500) $       18,000 $      (397,500) $         

General Revenues-taxes 478,000

   Changes in net position 80,500

Net position, beginning 5,000

Net position, ending 85,500 $            

Coco City

Government-Wide Statement of Activities

For the Year Ended December 31, 2013
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Account Name Debit Credit

Budgetary Accounts

Estimated revenues-property taxes 400,000 $    

Estimated revenues-sales tax 70,000

Estimated revenues-parks & admin fees 10,000

Appropriations-police salaries 300,000 $    

Appropriations-police supplies 40,000

Appropriations-park salaries 80,000

Appropriations-transfer to Debt Service Fund 45,000

Budgetary fund balance 15,000

Financial Accounts

Cash 23,000

Sales tax receivable 6,000

Accrued salaries payable 13,000

Fund balance (unassigned) 5,000

Revenues-property taxes 391,000

Revenues-sales tax 74,000

Revenues-admission fees 18,000

Revenues-deferred property tax 13,000

Expenditures-police salaries 298,000

Expenditures-parks salaries 75,000

Expenditures-police supplies 33,000

Transfer out to Debt Service Fund 45,000

Property tax delinquent 34,000

994,000 $     994,000 $    

TRIAL BALANCE

Coco City

Preclosing Trial Balance

December 31, 2013
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Assets

Cash 23,000 $      

Sales tax receivable 6,000

Property tax delinquent 34,000

   Total assets 63,000 $      

Liabilities

Accrued salaries payable 13,000 $      

   Total liabilities 13,000 $      

Deferred inflows of Resources

Deferred property tax revenues 13,000

   Total deferred inflows of resources 13,000

Fund Balance

Unassigned 37,000

   Total fund balance 37,000

   Total liabilities, deferred inflows of recoures, and

   fund balance 63,000 $      

General Fund

Balance Sheet

December 31, 2012

Coco City
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Revenues

Property taxes 391,000 $    

Sales tax 74,000

Admission fees 18,000 483,000 $    

Expenditures

Police salaries 298,000

Parks salaries 75,000

Police supplies 33,000 406,000

Excess of Revenues over Expenditures 77,000

Other Financing Sources (Uses)

Transfer out to Debt Service (45,000)

Increase in fund balance 32,000

Fund Balance, January 1, 2013 5,000

Fund Balance, December 1, 2013 37,000 $      

Coco City

General Fund

Statement of Revenues, Expenditures, and Changes in Fund Balance

Year Ended December 31, 2013
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Orginal 

Budgets Actual Variance

Revenues

Property taxes 400,000 $     391,000 $     (9,000) $   

Sales tax 70,000 74,000 4,000

Admission fees 10,000 18,000 8,000

   Total Revenues 480,000 483,000 3,000

Expenditures

Police salaries 300,000 298,000 (2,000)

Parks salaires 80,000 75,000 (5,000)

Police supplies 40,000 33,000 (7,000)

Transfer to Debt Service Fund 45,000 45,000 0

   Total Expenditures 465,000 451,000 (14,000)

Excess (deficiency) of revenues over expenditures 15,000 32,000 17,000

Fund balances, beginning of year 5,000 5,000 0

Fund balances, end of year 20,000 $       37,000 $       17,000 $  

Coco City

General Fund

Budgetary Comparision Schedule

Year Ended December 31, 2013
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Account Name Debit Credit

Other financing source-long term debt  500,000 $    

Expenditures-capital outlay 500,000 $    

500,000 $     500,000 $    

Coco City

Preclosing Trial Balance

December 31, 2013

TRIAL BALANCE


