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ABSTRACT ~
o _ The purpose of this manual is to provide an
accounting system that will accurately measure the financial position
and operating results of a food service operation. The accounting
system has been designed tb be easily adaptable to the reporting
- requirements established by the rFood and Nutrition Service of the
United States Department of Agriculture in ‘their publication entitled
wpinancial Management-Cost-Based Accountability." The federal
government's cost-based accounting program’s basic goal is to insure
that all costs imgurred in the operation of ‘a school food service
program are prongkp'allocatedrto the various food servite prograss
bein g of fered by a” school systea. In order to accomplish this
allocation, it is necessary for the school system to collect basic
cost information and maintain appropriate ‘records. The accounting
system is structured toward appropriation accounting: acccrdingly,
budgetary accounts are provided for in the manual. The manual also
provides proce@ures for recording Jepreciation expense. SU
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It coincides with the guidelines established by the .Funds Management .
Section, United States Department of Agriculture's Food and Nutrition
Service, in its publication, Financial Management-Cost Based-
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The maﬂual is printed in loose-leaf form to facilitate periodic
updating. .- '
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INTRODYCT1O ‘ T o

The purpose of the Manyal of Accounting for PennsylVanias gchool Systemg~Food
N ‘ Service Fund is to provide an accounting system that will accurately measure
the financial position and operating results of a food service operation. The
accounting system has been desipned to be easily adaptable to-the reporting
requirements established by the United States Department of Agriculture, Food
- .and Nutrition Service in their publication entitled Financial Managemgnt-Cost-
TowT 7 Based Accountability. ’

The federal government's tost-based accounting program's basic goaI\ig to in-

suve that all costs incuried in the operation of a school food service program

are properly allocated to the various food servide programs being offered by -
- a school system. In order to accomplish this allocation, it is necessary
the school system to collect basic cost.information and maintgin approppiate
records. Some of the information required is probably already being pdintained.
by many schools. If so, the process of adopting the'accounting’syd. m in the
Manual of Accounting for Penpsylvania School Systems-~Food Servic upd will be

\

s much easier. P : gr/////
Since the Manual of Accounting for Pennsylvanig Schﬁbl Sygtems-Food Service
" Fu can be used by public schools, private schgp{s and festdential child care
centers, the term Food Service Fund has been yfed to jdentify the fund entity
applicable to faod service operations inste of thg”term Cafeteria Fund. The
change in terminology was made because the 'texrm Fp6d Service is universally
‘;sed by all levels of government when writing apbut or discussing the food

ervice operation.
: The Food Seryice Fund can be defined as a Modified Enterprise Fund. An Enter-
. prise Fund iMd established to fingrdce and account for the acquisition,
operation, and maintenance of governmedtal facilities and services which.are
entirely or predominantly self-supporting by user charges. The Food Service \
Fund is a modified Enterprise Fund because most Food Service Funds in Pennsy- '
lvania's public school system dépend on gdupport from the General Fund of the
school system, as well as Federal subsidization in order to operate.
- The accounting system is structuged toward appropriatioh accountingj; accord-
- ingly budgetary agcounts are provided fof in the manual. Although the use of
appropriation accounting procedures are not required by law for the Food Service
Fund, school systems are encouraged to tmploy budgetary accounting procedures
as part of their Food Setvice Funds' fiscal management procedures. '
* In the Food Service Fﬁnd; items of equipment are capitalized rather than ex-
pensed; however, thé accounting system for the Food Service Fund is designed
_ to allow school systems to record equipment purchases as expenditures for,
. budgétary purposes. - , ~ ~
The manual also provides procedures for recording depreciation expense. De- ,
preciation expense should be calculated since equipment costs are capitalized.

The achﬂn_t;ing system &or the Food Service Fund includes not only accounts for
report}hgfcash receipts and disbursements, but also accounts for reporting

¢// trangdctions that have value but do not generate actual cash flow to or from !
‘the fodd Service Fund.

v o S
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Not all the accounts in this manual have to be used to have‘zgl
d

records present adequate financial disclosurej however, the,

accounts are provided for school systems that desire a detailed costing -

system,
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Lntroduction '

This section of th ‘manual containa definitions and descriptions of the Food

FOOD SERVICE FUND BALANCE SHEBT GROUP OF ACCOUNTS
- Definitions and Deacriptions - -

Service Fund Balande Sheet Group of Accounts. | ‘

r

A Balance Sheet is a statement which discloses the aBsets, liabilities, reserves,
and equities of the Food Service Fund at a specified date and 18 intended to

exhibit the financial position of. the Food Service Fund at thaet-date.

Each ‘school syStem, regardless of size should maintain a set.of Balance Sheqt
accounts for 1its Food Servite Fund.,*The accounts of~a Balance Sheet fall int®d
the following classificationst ' : T : L

1) Assets .

2) Liabilities , - o~

3) Equity and Equity Reserve ?

4) Operating " .
5) Budgetary : . ‘ - ) .

The first three of the above classifications are known collectively as the
Proprietary accounts and the last two, which include actual revenues and _
expenditures and estimated revenues and appropriations, are knOWn collectively
as the Operating and‘Budgetary accounts. g
! {

Proprietary, Budgetary and Operating Accounts of the Balance-éheet

The Proprietary accounts indicate what is owned in the Food Service Fund (aesets),

“what is owed (liabilfties) and the fund equity, that, is, the amount by which the

assets exceed the liabilities (a plus balance or surplus) or if -the liabilities

. exceed the assets (a minus balance or deficit). Budgetary accounts sare used for

recording -‘the budget plan and Operating accounts for recording the actual finan-
cial operations under that plan. Brought together in a financial statement,

. during the year these accounts show not only the gctual resources and obligations,

but also the unrealized resources and outstanding commi tments of the Food Service .
Fund.

At the end of each fiscaliyear, the Operating and Budgetary accounts have served
their purpose and -are closed into Budgetary Clearance. The net oper&ting yesults,
as summarized intfitgqtary Clearancey represent an increase or decrease in the
fund equity which closed to the Fund Balance account. After Operating and
Budgetary account’s are closed only the Prdﬁsietary accounts remain open. A fund
balance sheet is prepared from the open Proprietary accounts. The statements of
financial operations for the fiscal year are prepared from the data recorded in
the accounts of the subsidiary ledgers of the fund concerned including particu-

larly the Revenue and Expenditure Ledgers. .
A\ I | . BeI-1
\\ g ‘
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.Aldgnaiiigngign_gﬁ_ghg_ﬂglg;ce Sheet Accounts by Code Number !

~ Each Balance Sheet account 4s assighed a four-digit number \serving the following
purposes:

\
\
\

identi €5 the Balance Sheet

277 1st-digit -
2nd digit - identifies the group cladsification within the Ledger
' 3rd digit - identifies the sub-group within a given classification
) . 4th digit ~ identifies the particular acCount within a given

1

sub=-group

Thus, for exampfe, the account code 3111 identifies:

A

] - in the lst digit, a 3'- the General. Ledger ' .
Y . = in the 2nd digit, a1l = an asset account
N - in the 3rd digit, a 1 - liquid asset
*- in the 4th digit, a 1 ~ the most liquid asset, Cash

—

Within the limits of this field of four digits, the first digit of a Balance
Sheet account is always a 3, but the remaining three digits change to reflect the
classification of group and sub-group and to reflect the particular ‘account of,
the Balance Sheet which is being identified by the code number assigned.

Description of the General Ledger Accounts C o ' : o

The nature of the Balag!z.Sheet accounts and the Epecial characteristics of each
are describéd on the following pages. The account descriptions are preceded by
a description of the group to which the-account belongs and "are presented in
substantially the same order as they appear on a balance shget or statement of
financial position.

’
¢
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3100 ASSET ACCOUNTS

Assets are things of value owned. They, haye value because other thingn of

-value may be exchanged for them or they are usefal in accomplishing the

objectives of the fund.

3111 CASH

Cash consists of legal tender, checks, bank drafts, money orders‘and demand
deposits in banks, including demand certificates of deposit, but not time
certificates which are classified as investments.,

The debit balance in the account represents the amount of cash in depositories
and in process .of deposit which is available for approved disbursqments.

All receipts oI cash should be deposited daily in approved depositories and
accounted for as a part of the Food Service Fund.

'Reconciliation of the. various Cash accounts with the statement provided by
the depository should be made at least once a month. Entries to record any ,

. items noted on the bank statement and not previously recorded in® the district

books should be made at the time of the reconciliation.

Deposits in savings accounts are classified 6n the bdlance sheet as Cash,
because the bark's legal .xright to demand a certain notfce before withdrawal is
rarely exercised. For bookkeeping .and administrative purposess however, such
deposits are segregated into separate accounts in the accounting records of .a
school system. At the option of the school system, the type of acceunt and
the identity of the bank may be indicated in. the accounting records in the
following manner : . : . T

3111.11 Cash in Checking Account ~ Bank A

' '3111.12 Cash in Checking Account - Bank B
.3111.21 Cash in Savings Account - Bank A
3111.22 Cash in Savings Account - Bank B

In a similar manner, othey variations of what 1is reported on the balance sheet
‘as ‘being in account 3111-Cash may_be segregateq and identified in the detailed
accounting records of a given school system.

Debit (increase) this account with the amount .of cash recejved bywéheifood_fm
Service Fund from all sources.

-

Credit. (decrease) this .account with the amount of checks issued and with the

amount of deposited checks returned unpaid by the depository.

3112 PETTY CASH . _ : S
Petty Cash is a sum of money, either in the form of cash or a special bank
deposit, set aside for use in making immediate payment of comparatively small

amounts or in making change. . . '

y - B-A-1




Account 3112 is comménly/reforred to as an imprest or advanced account and the
balance should only reflect the amount advanced to the account for the purpose

for which it ‘is established. Generally accepted accounting procedure recognires . L
N

that ohly the advance cash, additional advances or repayments®of -advances are
charged to this account. After a number of charges are paid from Petty Cash, it
_becomes necessgry_ to replenish the Petty Cash account.- The invoices for which
payments wer€e made from the Petty Cash accoynt -are totaled and classified by
1iné' item of expenditures. A check against the regplar 311kCash account is
drawn in the amount of the total disbursements. To offset the credit to.
3111-Cash.debits are made to the various expenditure accounts for which the
disbursements were made. - - ~ o v
The debit balance in Account 3112 is always equal to tﬁé'sum_of'the cash on hand
and documents supporting unréeimbursed expenditures. Bven though not depleted to .

™ -

LT

the customary replenishing point, petty cash adyances should be replenished. at B o

the end of each accounting period so that the disbursements made with petty'césh.

funds will be recorded as expenditures of the proper accountipg period. 'Petty :
cash-advances should be replenished or increased by check only and never from .

undeposited cash receipts. \ - - SR
Debit (increase) Account 3112 with the original or additional amount of cash set ¢
aside or advanced for petty cash purposes. ’ ' E e
Credit (decrease) Account 3112 when any part of or all the advanced amount 18, -
yreturned to Cash. '

Ve

3113 INVESTMENIS | S - -t

Investments include those assets-géime certificates of deposit, securities and
other properties) of a fund in which ‘money is invested either temporarily or
permanently for the purpose of producing an incomes The forms-of investments .o

_-must be in accordance with applicable-.federal and state laws.

In addition to the Balahcée%héét a&counts;,sabsidiqu records are required ‘to
'record the details of each investment and to control security documents. A .

separate account is kept for each individual security (or group of securities . . . ., %
" of the same issue) and a complete history .of the investments should be recorded. _ -~

in the individual security account. ' " o

The above accounting procedures apply primarily to the purchase -of United States .
_ Treasury Bills and other short~term securities. When long-term investments, such. \\J
as bonds, are purchased, the amount of accrued interest purchased and premium or . - ‘
~discount should be accounted-for. separately because of the effect on the earunings. . -
of the investments. The additional accounts necessary for this purpose should be
opened by those school systems which invest in securities held for.a relatively
15ng period of time. : '

1)

When securities are acquired by gift, rather than by purchase, the_amount of the
debit (increase) to Account 3113 is their estimated value as of the datg received.

Debit (increase) Account 3113 with the total cost of investments purchased, in- -
# cluding accrued interest, brekerage ‘fees and commissions paid as part of the

purchase price. , o . .

>
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Credit (decrease) Account 3113 with the total cost of inveetments gsold or *
_ redeemed. When securities .are sold or redeemed, gains are recorded as credits
. . (1ncrea8e8) to: Account 20&1 . ) : ‘-

B . ¢ } '- 5 ‘g ,

; @F; 3125 QUB rnou OTHER FUNDS : . F .

. :,:, _u_‘ a e -

- e vThia account represengg the emount owed to the Food Service Fund by other. funds -
. ".-within the school- systiem. - Loans By the Food Service Fung .to other funds may be

. ’ in the form of cash, materials and equipment, services rendered or . payments
. ' made on behalf of another fund for which repayment is expected.

-

) Each fund is an independent fiscal entity and must be eccounted for indepen-
’ dently. When an interfund transaction is in the nature of a lqan, the asset
_ account Due From Other Funds is created in the fund extending the loan and
) _ the liability account Due to Other Funds is created imthe-fund receiving the
- money, goods services or other consideration. For example, in a transaction
between the General Fund and Food Service Fund, the Gen ral Fund may provide
for incidental costs relating to the operations ofé4 cageteria with the
. .intention of recovering the cost of the_expenditures at a later date from
N the Food Service Fund.
B : Bhe disbursement of cash by the General Fund on behalf of a Food Service Fund
" i3 not. charged as an expenditure against tKe appropriation of the General Fund,
A ~but is accounted for as an as3et in*therﬂenereT‘Fund and as a liability in the
T Food Service Fund.
) An example: The General Fund pays an invoice of $675.00 for laundry and
. . ) o linen services relating to the cafeteria operations. The s
' g accounting entries are: : -

hd - [y ) -

g e

w In the accounts of {.he General Fund - 7 . . 4
Dr. 3121 Due From Other Funds $675.00
- e »Cr. 3111 Cash . $675.00
In-the accodpts of the Food Service Fund -
X Pr. 0951 Contracted Service - ) -
- Laundry & Linen $675.00
Cr. 3221 Due to Other Funds \*f?S .00

Another example: The General Fund makes a cash advance of $5,000. OO to :the
Food Service Fund so that the Food Service Fund can pay
its own bills pending receipt of Fedexral Subsidies. The
accounting entries are:

In the accounts of the General Fund -

, . . Pr. 3121 Due From Other Funds $5,000.00 , K
————— e ™ Cr . 3111 CaSh ! $5,000 000
: . - In Ehe*eccounts_ggmthe Foodﬁgefviée Fut —— — )
e 2 ! . " pr. 3111 - Cash - $5,000.00
B . Cr. 3221 Due to Other ‘ :
- Funds ~ . ] $5,000.00
15’ When the advance is rbpaid by the Food Service Fund to the General Fund, the
: ' above entries are reversed. .
. o B-A-3
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'

Debit (increase) account 3121 with the amount of the loans made by the Faod . |
Service Fund to another fund of the same school system. ' -

Credit (decrease) account 3121 with'the amount of the repayments, which are
usually in the form of a cash settlement, but may be in the form of goods,
services or other value received. , . »

3122 DUE FROM oruén“covnnnuanTAL UNITS

This account represents the amount owed to the Food Service Fund by other
govermmental units (excluding the state and federal govermment). Loans by
the Food Jervice Fund to govermmental units may he in the fopm of cash,
materials and equipment; services rendered or payments made on behalf of
another .govermmental unit for which,bayment is expected.

Debit (increase) account 3122 with the amount of loans made by the Food
Service Fund of a school system to other governmental units.

Credit’ (decrease) account 3122 with the amount of repayments made to the Food
Service Fund by other govermental units.

3123 OTHER RECOVERABLE DISBURSEMENTS

This account represents the amount of ‘disbursements made for or on behalf of

a private individual, firm or'corporatibn which are expected to be recovered in
cash or its equivalent. The most common transaction affecting this account is
to record disbursements for contracted services and other- expenses incurred by
the gghool system to restore losses covered by insurance.

When the disbursement is made, the accounting entry is:

Dr. 3123 Other Recoverable Disbursements XXX %
Cr. 3111 Cash - XXX

When the recgvéry is received, the above entry is reversed.

v
To ‘Support this Balance Sheet account, sub-accounts should be maintained inCa
subsidiary ledger so that the details of each disbursement and recovery are
identifiable. detafled account/is maintained for each claim against an -
insurance compan :

. ¢
With reference to the répair or replacement of insured losses, the amount
receided from the insurance company in settlement may not cover the cost of
restoration. In this event the difference between the cost incurred and the

S settlement received.is charged as an expenditure against the proper expenditure

8CCOUﬂt .

Y

3132 STATE SUBSIDIES RECEIVABLE

This account-repfeSents state subsidies earned and recorded as revenue for which
payment has not ‘been received. '

\



e

A subsidiary or supporting record should be madntained so that future receipt

of state subsidy payments can be identified and charged to the applicable .
account-subsidies receivable or curremnt revenue.

Debit (increase) account 3132 with the amount” of subsidies earned, but unpaid,
as they become due during the fiscal year or in total at the end of the fiscal
year. The offsetting credit entry is to the General Ledger account Revenue !
from State Source$ and detailed in the Subsidiary Revenue Ledger to the state

‘subsidy to whicl the receivable applies.

Credit (decrease) account 3132 with the amount of subsidies received which have
been previously recorded as receivables.. T

N ‘
\\\\\ .

This account represents federal subsidies earned and recorded ‘as revenue for
which payment has not been received. -

3133 FEDERAL SUBSIDIES RECEIVABLE

. . =
A subsidiary or supporting.record should be maintained so that future receipt

of federal subsidy payments can be identified and charged to the applicable
account-subsidies receivable or current revenue. '

Debit (increase) account 3133 with the amount of subsidjes earned, but unpaid,
as they become due during the fiscal year or in total at the end of the fiscal
year. The offsetting credit entry is to the General Ledger account Revenue

" From Federal Sources and detailed in the Subsidiary Revenue Ledger to the fed=-

eral subsidy to which the receivable applies.

Credit (decrease) account 3133 with the amount of subsidies received which have
been previously recorded as receivables. Is

3134 OTHER REVENUE RECEIVABLE

* This account represents throughout the year the sum of the uncollected, but’

realizable revenues from all sources other than state and federal subsidies.

-

3142 INVENTORY OF MATERIALS AND SUPPLIES - FOOD SERVICE

Inventory of Materials and Supplies represents the .cost valur of materials and
supplies on’ hand.

The following accounting procedure pertains to its use by the Food Service Fund

- at the close of the accounting period. -

Account 3142 is decreased (credited) at the close of the accounting period by the
balance in this account at the beginning of the accounting period. The other
half of the accounting entry is to increase (debit) account number 0923-Non Food
Supplies. .

After the previous entry is made, account 3142 is increased (debiteé> with the
cost ‘'value of the quantities of materials and supplieé on hand. -The other half
of the accounting entry is to decrease (credited) account number 0923-Non Food
Supplies.

. ' B-A-5
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This manual does not propose to set’ "forth a recommendod procedure to account
for or control inventories of materials and supplies. For discussion pur-
poses a distinction between accounting and tontrolling will means

-

1) Accdhnting ~ The recording of the value of materials and supplies
- on hand at any given time in the ledger accounts of
the school system. .
2) Controlling - The recording of receipts and issuance of materials
and sypplies, maintaining adherence to budgetary
limitgtions and.the protection of public funds.

Due to the variation in size and complexity of the Food Service programs in the
numerous and divergent school districts, accounting and control of inventories
may vary from the simplest of procedures such as the mere listing of it
hand and their value at the end of an accounting period to well regulate
perpetual inventory systems, Also, the relationship between the accountipg
entries and controlling records between or within accounting systems may :
widely. ot

Inasmuch as there 18 no one rigid practice for all districts to follow, itiis
imperative that the administrators ‘of each district gkudy and rectgnize the
problems, in the area of inventory -control and design a systefm applicable to
the needs of the.¥chool. Some major. aspects to consider in establishing a
functional system of inventory accounting and g¢ontrol are:

¥

1) Systems may vary from fund to fund within the same district.
\ 2) Record keepzrg costs must not be disproportionate with the value
of the item& controlled.

3) 1In addition to providing quantity, value and use information, a
system should serve as a purchasing and budgeting guide.

4) The funds of the district, as represented by the investment in
inventory of materials and supplies, are safeguarded from loss,
‘theft or misuse by éxercising proper control.

5) -The record keeping should not be burdensome to the point of
discouraging’ the use or impeding thetprocurement of supplies

- . when actually needed.‘

6) Poorly designed, bothersome and time=-consuming record keeping
leads to circumvention of procedures and will tend to make the
system inoperable.

7) Improper control resulgyﬁg\infioss of funds may incorrectly
reflect on the*integrity or ability of local administrators.

All textbooks on. accounting, especially thps; covering govermmental accounting
methods,. will cover to some degree the problems involved in inventory, account-
ing and control. Professional organizations concerned with education admin-~
istration have made and published studies in this area. It is recommended that
the administrator make use" of this source material in establishing an inventory
system for Food Service operations. .

3143 INVENTORY OF FOOD

Inventory of Food represents the cost value-of food on hand (except milk).

Account 31&3 is depréased (credited) at the close of the accounting period by
the balance in this account aC/Lhe beginning of the accounting period. The .

oo . ' B=A=6 16



RARE: VIO

)

other half of the accounting ent is to 1ncreaﬂe (debit)accbunt number 0921
Food Purchases. l

After the previous entry 1s made, account 3143 1s 1ncre,ased (debited™M with the,
cost value of the quantities of food on hand. The other half of the accounting
entry 1s to d:ﬁ;ghse (credit) account number 0921 Food.

u

3144 INVENTORY OF MILK . o \

Inventory of Milk represents the costisf milk on hand.

Account Bl44 1s decreased (credited) at the close of the accounting period by
the balgnce 1in this account at the beginning of the accounting period. The
other ljalf of the accounting entry 18 to increase (dfbit) account number 0922
chases.

After £he previous entry 1s made, account 3144)1s increased (debited) with the
cost valuce of the quantitics of milk on hand. / The other half of the accounting
entry 18 to decrease (credit) account number 922 Milk.

3145 INVENTORY OF DONATED FOOD-

Inventory of Donated Food represents the fair market value of donated commod-
ities on hand.

[N

Account 3145 1s decreased (credited) at the close of the accounting period by
the balance in this account at the begingtpg of the accounting period. The
other half of the accounting entrs 1s to debit (increase) account number 0924
Donated Commodities.

After «the previous entri* is made, account 3145 is increased (debited) with the
fair market value of the quantities of donated commodities on hand. The other
half of the accounting entry 18 to decrease (credit)%fccount number 0924
Donated Commodities.

A

3174 FOOD SERVICE FQUIPMENT

This account represents the cost of all tangible property used in the Food
Service operation including motor vehicles that is of a relatively. fixed or
permanent nature. _ - - .

Items of equipment that hav’la nominal cost (refer to Federal Regulations for
a definition of nominal cost) or that have a usefui life of less than one year
are not to be included in account 3174 but are to be treated either as part of
materials and supplies inventory (account number 3142) or as an expenditure of
the accoudhting. period.

Account 3174 48 increased (debited) when new equipment is purchdsed and
decreased when eqiipment is sold or Scrapped.

The following is an example of the accounting entries that would be made to
record the purchase of a $5 000.00 plece of tquipment: :

B-A-7" )
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1) At-the time of purchase t ‘ :
o ‘ ' SR
pr. 1247 Capital Outlay Food Service - ‘ S '.'“
' Equipment ) $5,000.00 ' ‘
Dr. 3390 Fund Balagce - $5,000.00 .
.- Cr. 3111 Cash ) $5,000.00 /(
: \\ Cr. 3374 Net Investment in Food _ o ' _ ‘ // )
- Service Equipment \ $5,000.00 R
2) ~ At the end of the ;ccounting period, expenditure account 1247 ‘ oo )
would be closed to account 3174. -, S
Dr. 3174 Food Se>Y:ce Equipment _ $5,000.00 ' , . (:l -
Cr. 1247 Capitel Outlay Food L ; -
" Service Equipment ' $5,000.00 _ 4/
If Food Service equipment is being carried in the General Fixed Assets Fund / \ .
of the school system, the followlng procedures should be used to transfer tKe ' ' s
value of this equipment ffom the General Fixed Asset Fund to the Food Seryice .

Fund.

depreciation). The equipment must be recorded on-the bogks of the
Food Service Fund in net, even though the equipment is
carried at cost value in the Generai Fixed Assets Fu
2) The following entry would be made in the Food Seryice Fund to . '
reflect the transfer:

) Dr. 3174 Food Service Equipment
Cr. 3374 Net Investment in Food

Service Equipment XXX

et
,,,,,,

3180 TICKET VALUE ACCOUNT

« Ticket Value Account represents the full sdles" value of tickets on hand in the
schoel office.; Accoumt 3180 is .always o Eset. by the deferred income account.
XRefer to account 3280) The use of acgount®3180 and the other related ticket
value accounts is not mandatory. The use of a ticket value account is qnly a .
suggested method for controlling prepaid meal transactions. ~

L

The following example desc¢ribes general ledger accounting entries utilizing a

ticket value control account.

Assume that tickets valued at $5,000. are on hand in the school office. These
.tickets will be sold to,pypils and adults for meals. -

Dr. Ticket XaYue Account (account 3180)  $5,000.
Cr. De¢térred Income (account 3280) $5,000. .

B-A-8
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The school office secretary sells $500 worth of tickets on the first day of the,
month. Cash received for these tickets is $375, bécause there was a total price
reduction of $125 for free and reduced price-tickets sold. Therefore, the
followi entries are made: '

Dr. Cash (account 3111) $375
Dr. Price Reduttion (accoudt 2069) $125.

, Cr. Ticket Value account

(account 3180) B - $300 \

.

On the same day, -tickets for meals are collected in the cafeteria sérvice line

- by the cashier. The total value of these tickets 1s $450 (not all of the

tickets sold were collected). The entry to be made is as fo]lows:

Dr. Deferred income (account 3280) $450
Cr. Salées to Pupils (account
2061) : . $490

If it 1s a school district"s policy to refund unused.tickets, the entry shown
below 1s made as refunds are given. 1If the total valuation of tickets refunded

- were $25 and $20 cash was actually refunded, then the following entry is made:

Dr. Ticket Value Acc&unt (account 318d5. $25 '
Cr. Cash-checking Account (account 3111) $20
Cr. Price Reduction (account 2069) $5

1f tickets are lost, the following entry is made:-

Dr. Deferred Income Account (account 3280) $15
Cr. Ticket Value Account
(account 3180) . $15

7‘ -«

At the end of the school .year, unsold tickets shanl ' be accounted for in the
ticket valuation account. It is recommended that arn accounting of unsold
tickets be made at more frequent intervals, possibly monthly or quarterly,
under conditions that are comparable t6 those in the following examples

At the end of the school year, there were 1,000 unsold tickets on hand, valued
at $.50 each. However, the accounting entries for the year show an ending
balance in the ticket value account (3180), of $600.00. The following com- -
putation and entry would be required: ”

on of Tickets Physically on Hand:

Computati .
/ I%O @ $.50 = $500.00
Book Value of account 3180 = _600.00

Shortage of tickets on hand 2100.00
A journal voucher would have to be prepared for approval showing the following
entry. ) ' .

Account No. Debit Credit.
Deferred Income 3280 $100.00
Ticket Value Account . 3180 ° ) $100.00

After being apg;oved, the journal voucher should be journalized and then posted

.to the general ledger.

FN_
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At this time the Ticket’ 'Value account and the Deferred Income account should
theoretically have eqial account balances; however, their balances will likely
differ becauses g{} some students will either lose or not use some tickets, - : ‘
and the deferred e will not have.receivdd the entry for ¥he food sale; ~
- (2) there may ba some_errors in accountimg entries; and (3) the adjustment to
the Tickqt Vhlue account, as shown above, is affecting the Deferred Income

account. Therefore, the Deferred Income account will altso require a journal .
voucher adjustment.

) ‘ !

The procedure for adjusting the Déferred'!ncomé'account should be under con- ~
ditions comparable to those In-the following example. T e

At the end of the school yéar, after notice has been given to all "students to -

- claim refunds (if a-refund policy is practiced), the Ticket Valuation account

18 adjusted to $500.00, and the Deferred Income account now has a book balance

of $750.00. The Deferred Income account should now be adjusted to the Ticket o7 _
Valuation account balance and would be computed as followss B

Deferred Income book balance $750.
Ticket Value account balance 500
Adjustment required 5250

o

A journal voucher would have to be prepared for approval showing the fol]owing
entry:

Account No. Debit . - Credit’
Deferred Income ) 3280 $250.00 _
Miscellaneous Revenue 2049 - . $250.00 ) '

If there is only $250 in the Deferred Income account because of earlier ticket '
counting errors, this difference between $500 of ticket valuation on hand, must’
be absorbed as an- expense. The entry would be as follows:

: |
. : Account No. Debit " Credit
Other Expernses  For Food
Services o 0939 $250.00 |
.Deferrév Income - . 3280 $250.00

!
i

SR
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3200 LIABILITY ACCOUNTS

b
\(t ". . -
Liabilities are amoupts owed by the Food Service Fund. They represent unpaid
obligations which must be liquidated by payment either from current or future
revenues. _ . '

PR

7 ' [} _
3211 PAYROLL PAYABLE _\ : ' S * -

;,%-
This account repre§ents the remainder due to be paid to the Payroll Fund, ine
dividuals or other propér payees for payroll obligations which have been recorded
as expenditures in the accounting records of the Food Service Fund but have not

yet been paild.

Hercafter the term gross in gross pay, pald in gross, transferred in gross and
charged in gross refers to an individual's or group of individuals' total re-
muneration earned prior to withholdings of any nature.

The term net in net pay, paid in net, Lransferred in net and charged in net
refers to the amount an individual or group of individuals receive or will
recelve after all withholdings have been subtracted from the total remuneration
carned. '

The payroll (salaries earned) 1s always charged in gross (total salaries) to the
appropriate expenditure (salary expenditure) accounts when recorded in’ the fund

- concerned. The charge to the expenditure accounts 1s in gross whether there is

a transfer to the Payroll Fund of gross wages or net wages or whether individ-
ual's are pald directly in net wages from the Food Service Fund.

1f a Payroll Fund is used and the transfer from the Food Service Fund to the
Payroll Fund is in gross, there is no difference between the amount charged
to the expenditure accounts and the amount disbursed or transferred to the
Payroll Fund; therefoge, account 3211 will not be increased when the payroll
is recorded as an expenditure. On the other. hand, if the amount of payroll
transferred to the Payroll Fund 1s in net, the payroll deductions withheld
represent the difference between the sum of the c€harges to the expenditure
accounts and the amount transferred ta the Payroll Fund. This difference is .
the amount that will be cxedited to account 3211 in the Food Service Fund.

1f individuals are paid in net by the Food Service Fund, there is always a
difference between the sum of the charges to the expenditure accounts and 'the
net paid to the- individuals. This difference is in the amount that will be
créedited to account 3211- Payroll Payable in the Food Service:Fund.

To support the General Ledger Control account 3211 Payroll Payable, detailed
records must be maintained in-a subsidiary Ledgar The subsidiary :ledger is
divided into two principal parts which at the option of the school system
may be coded and identified as: . )

3211.10. Net Salaries and Wages Payable
3211.20 /Payroll Deductions Payable - v s
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Subaccount 3211 20~Payroll Deductions Payable may be,” in. turn, subdivided into
detailed accounts which identify each payroll deduction separately, such asx"“\

3211 21 Bmployees' Income Taxes Payabie

~ 3211.22 Bmployees' Soclal Security Taxes Payable : . .‘
. 3211.23 Buployees' Retirement Payable _ ‘\
" 3211:24 Employees' Medical/Hospital Payable
3211.25 BEmployees' Bond Peductions Payable S, .

3211.26  Bmployees! Group Inaurance Payable
3211.27 Municipal Yage Taxes Payable:

B -3211,28 Court-Ordered Deductions ‘ ;
3&11.29 Other Payroll Deductions ?ayable iy

-
~

If the transfer to the Payroll Fund is in gross, these detlailed accounts are
maintained in a ‘subsidiary ledger of the Payroll Fund. TIf the transfer to the
Payroll Fund is in net or the individuals are paid in net by the Food Service
Fund, the detailed Payroll Deduction accounts are maintained ih a subsidiary
ledger of the Food Service Fund. \

-

When the amounts due a governmental unit or other agency are paid, the de-
tailed accounts ar'e debited {decrgased) in the amount of the payment. The
debits are also posted to the Subsidiary Ledger control account 3211%20-Pay-
‘roll Deductions Payable and to the General Ledger control account 3211-Payroll
Payable. :

The sum of the credit balances in the detailed accounts 3211.21 through
3211.2%9 must always equal the credit balance in the Subsidiary Ledger control
account 3211.20-Payroll Deductions Payable. The sum of the credit balances
in the Subsidiary Ledger control accounts 3211.10-Net Salaries and Wages Pay-
able and 3211.20=Payroll Deductions Payable is always equal to the credit
balance in the General Ledger control account 3211~Payroll Payable of the
Food Service Fund. .
The payroll liability accounts pertain only to amounts withheld from employees
by payroll deductions.and do not include amounts collected directly from
employees. For example, cash collections from employees are accounted for

1 through the use of other General Ledger accounts, usually the Asset account
3111-Cash and one or another of the 1iability accounts in the 3220 series or
the liability account 3243~Returnable Deposits. If retroactive social security

“collected in cash must be transmitted by check of the school system, the
accounting entries -are:
L S v ) .
When the retroactive social security is collected in cash =

Dr. <3111 Cash \ .- XXX
Cr. 3222 Due to Other Ggyernmental Units . XXX
When the cash collected i transmitted ‘to the Commonwealth -
Dr. 3222 Due to Other Governmental Units XXX

Cr. 3111 Cash } . XXX




Futhermore, the payroll liability accounts pertain only to thé employees'
share of retirement, social security, etc. and not to the employer's share
- - of these costs.: The employer's share of the expenditure payroll 1iability
\ . - 18 accounted for in the 0800 account’ series and account 3212-Accou !
Payable. The employer's share of the 0800 Fiked Charges or any otE :
1iability accrued on the part of the district due to govermmental statute
or epployee contractual relations should be recorded at the time of pay-
roll disbursement to properly reflect the true financial status of the
cmmime oo ddstedict e ‘ -

’

‘ln summary, account 3211- Payroll Payable is used in the Food Service Fund in
. l1ieu of the disbursement of cash when salaries and wages are recorded as ex-
penditures. If the transfer to the Payroll Fund is in gros$ and the Food -

" Service Fund 1s not in arrears in its-disbursements to the Payroll Fund,
Account 3211 is not used by the Food Service Fund, 1f, on the other hand, -
the Food Service Fund is in arrears to.the Payroll Fund, the Food Service
Fund would use account 3211. 1If the transfer to the Payroll Fund is in net
or the individuals are pald directly in net, the account 3211-Payroll Payable
of Food erice Fund 1is used.

The credit balance in account 3211-Payroll Payable of the Food Service Fund
at the end of an accounting period represents the unpaid payroll obligations
of the accounting period for which cash will have tc be on hand or be pro-
vided from in the succeeding accounting period.
Debit (decrease) account 3211 ‘with the amounts disbursed to governmental
agencies and other proper payees for income, wage and social security taxes,
retirement, hospitalization, insurance and other such payroll deductions
. previously withheld. Also, débit this account with the amounts disbursed
for net salaries and wages which have been previously charged to expenditures
and credited to this account. ' i
Credit (increase) account 3211 with the amounts charged as salary and wage
expenditures for the accounting period but which are unpaid at the end of
the accounting period.

3212 ACCOUNTS PAYABLE

-~

This account represents the amount of recorded, but unpaid, expenditures
arising from all transactions except-these-pertaining .to payrolls, other funds

-, and other govermmental units, for which cash will have to be onh hand or be
provided from other ‘sources in the succeeding accounting period.

According to the principles of govermmental accounting, materials receiVed

and put into use and services renderqﬂ should be recorded as expenditures
against the budgetary appropriations of the fiscal year benefited. 1If cash’ .
is disbursed when the expenditure is recorded,*the debit (increase) to the
appropriate expenditure account 1s balanced by an equivalent credit (decrease)
to the cash account. If cash is not disbursed when the expenditure 1is recorded,
‘the: debit (ingrease) to the appropriate expenditure account is balanced by an
equivalent credit (increase) to the appropriate 1iability. account which, in

the case of vendors, 1s agcount 3212-Accounts Payable.
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_ Assuming, for example, that an invoice in the smount of $700.00 from a plumb:

in@\contractor is to be recorded as an expenditure of the Food Serviceé Fund SN 3
in'the accounting period benefited, but not paid until the next accounting v - . “
period, the accounting entries aret : A :
] ’
When the invoige is-recorded as an expenditure, but not paid - ' _
Pr. 0954 Contracted Services =* Repairs _ ' \\\
and Mainteriance ) $700.00
v cr.d 3212 Accounts Payable . $700.00 ° .
When the cash is disbursed 1n the next accounting period - ]
-Dr. 3212 Accounts Payablg ' $700.00 ' _ i o -,
Cr. +»3111 Cash =~ - .~ $700.00 .

The General Ledger account 3212-ACCounts Payable is generally maintained through-.‘ A .-
out the year. -When this account is maintained throughout the year, it -is the

interim step between the charging of expenditures and the disbursement of cash. ‘ 1'/>7
1f this account ‘18 used only at the end of an accounting period or fiscal year, \
the unpaid bills on hand that are applicable to the prior period are charged

(debited) to the appropriate expenditure accounts and the total bills are

charged (credited) to General Ledger account 3212-Accdounts Payable. Bills that

are recorded as ‘accounts payablé only at the end of accounting periods should '

be easily identifiable so that when cash payment is made in the following ac-

counting period the General Ledger accdéunts 3212-Accounts Payable is debited _ .
(decreased) rather than increasing an expenditure account which would result in

a duplication of charges. : - . ., o ‘
o .
Credit (increase) account 3212 with the amount of the recorded, but unpaid, ' ‘g

expenditureg for all obligations other than those pertaining to Payroll Payable,
Due to Other Funds and Due to Other Governmental Units.

Debit (decrease) account 3212 with the amounts paid dri liquidation of the

previously established liabilities. /
' - o , )
‘3221 DUE TO OTHER FUNDS . . ‘-
, . o
.*" " This account represents the amount owed by the Food Service Fund to other funds
" within the school system. Loans to the Food Service Fund may be .in the form of «

cash; materials ahd equipment, services rendered or payments made on behalf of i

the Food Service Fund by another fund for which repayment 1is.expected. ’F

Interfund transactions should be recorded in the accqunting records immediately
for cash loans or advances and for receipt of goods “or services. Entries per=
taining to the advance and return of cash between funds of the same school sys-
tem are illustrated in the discussion of the General Ledger asset accourit 3121-
Due From Othér Funds. In the same manner that the summary asset account 3121~
‘Due From Other Funds is supported by a subsidiary ledger, the summary liability
.account 322l1-Due to Other Funds is likewise supported.

Credit (dncrease) account 3221 with.the amount borrowed from another fund of , ' ‘ ”'
the same school system. .

\
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Yy Debit (decreaqe).account 3221 with the reéturn of cash advances or with the pay~
ment made in cash or it8 equivalent for goods, serviceg or other. value received.

3222 DUE TO OTHER,GOVEBNMENTAL UNITS

This account reprbsents the ‘amount owed by the Food Service Fund to other govern-
mental units. Loans to the Food Service Fund from other governmental units may -
be in the form of cash, materials and equipment, services rendered or payments
made on behalf pf the Food Service Fund'for‘which payment is expectéd. >

3 :
Credit (increase) account 3222 with the’ amqunt of 1loans made to the Food Service,
Fund by other governmental units.

Debit (decrease) account 3222 with the amount of repayment made by the Food
Service Fund to other govermmental units. -

3223 PREPAYMENTS FROM PERSONS OR FIRMS -

L

This account represents the remainder due to be disbursed in fulfillment of
obligations for which payment was received in advance.

Account 3223 is the counterpart of the asset account 3123-Other Recoverable
Digbyrsements and is used 'to record the settlement received from an insurance
company -in advance of incurring the costs involved in making restoration of
dafnages or other losses covered by insurance.

. Regardless of the purpose for which the prepayment is recelved, the account-
ing entries are:

When the prepayment is received by the echool'systen -
Dr. 3111 Cash S XXX

Cr. 3223 Prepayments
from persons or firms XXX _

When the corresponding distrSement is made by the school system =~

Dr. 3223 Prepayments from
persons or firms XXX

Cr. 3111 Cash - . | - XXX . ‘Q

To keep an accurate record of such prepayments, a subsidiary ledgcr must be
established identifying the money received in advance by purpose and by
person or firm. To this end, account 3223-Prepayments from Persons or Firms
is subdivided in the same manner as previously described for other General
Ledger control accounts.

"If all of the obligations for which prepayment has beeh received are met in
the accounting period, there will not be, a-credit balance in this account as
‘of the end of the accounting perfiod.

_ BaLe5
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3261 REVENUR REGEIVED IN ADVANCE

-

This account represents the revenue received in advance which remains to be

.credited to the Rroper revenue accounts in a future accounting pariod. ~ .

£

Credit (increase) account 3241 with the amount of revenue received in a

school year in advance of when due. Federal funds received in advance may

be credited to this account-until the amount of- -expenditures are determined,
after which the applicable revenue account 18 credited and: this account *
debitedo - - Q! 4
Debit ‘(decrease) account 3241 at the beginding of the accounting period, par-
ticularly the beginning of a new fiscal year, with the amount of such recorded
collections, which are now considered revenue of that itcounting peried, by
crediting (increasing) the proper revenue accounts.

3243 RETURNABLE DEPOSITS

* This account represents a liability for deposits recéived'by the Food Service
Fund as a prerequisite to providing services and/or goods.

Credit (increase) account 3243 with moniqp.received from individuals and

, organizations as security for supplies and equipment furnished;

Debit {decrease) account 3243 with the amount of the deposita returned ‘to
individuals and organizations after the conditjion of the déposit is honored
and with the amount of the deposits taken in as revemue when the condition
of the deposit is @bt honored. ’

p.

3280 DEFERRED INCOME .

This 18 a credit bafhﬁ%e and represents the full sales value of tickets,
either on hand or already.sgold, for which mo meals have yet been served.
Account 3280 is offset, by the Rﬁcket Value Account (3180). 1

RN
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3300 mUITY AND EQUITY RESERVE ACCOUNTS :

— . e —————

‘ Equity and Equity Reserve accounts reflect the equity of the school system in,
' the assets of the fund. They identify and set apart those components of equity
which are restricted or earmarked and thus are not available for appropriation
from the balance which is available for appropriation.

3374 NET INVESTMENT IN FOOD SERVICE EQUIPMENT
This account represents the net amount (account number 3174 less account number
3375) of Food Service Fund monies thatlpave been invested in equipment. ‘

When equipment is purchased, account 3374 is increased (creditedx.and account
J390-Fund Balance 1is decreased (debited).

»This entry is, part of the compound journal entry that must be made when equip-
‘ment is purchased. (See account 3174 for an example of the accounting entry) .

* At the end of an accounting period, account 3374 is decreased (debited) by the’
" amount of expense charged to account number 0941- Equipment Depreciation - "Non
- Federally Funded and/or account number O942-Equipment Depreciation - Federally r
Funded in the accounting period.

Whed?equipment is sold or scrapped debit (decrease) account 3374 by the net L
value of the equipment sold. (cost of equipment less accumulated depreciation) o
‘ o . E)}ar{ple: A truck is sold for $2,000.00. The truck had a cost of $8,000.00 °
: ¥ (»{'. and the accumulated depreciation at the date of sale was L .
‘ , $7,000.00.
' Dr. 3111 Cash : p $2,000.
./ Dr. 3375 Accumulated Depreciation $7,000. .
© /. Dr. 3374 Net Investment in Food oo
. - Service Equipment . $1,000.
" T ' - )
Cra~ 3174 Food Service - L .
. G oot . Equipment- - .  $8,000. ; S
N ‘Cr. 2044 Sale of Surplus “ . " -
- : Equipment _ . $2,000.
b 3375 ACCUMULATED DEPRECIATION - FOOD SERVICE EQUIPMENT ) .

..71

) This is a contra asset aCCount (defined as . an.&ccount shown as a deduction from
*  the asset ‘to which it relates in the Balgnce Sheet);.an account which shows the
sum of all amounts taken as depreciation on the asset up to the Balance Sheet .
dateo " - e . - @ . !
: b} . . . : !

- 0y - ~
* . . ~ ]

Account 3375 1is credited at the end of each accounting petiod and acc¢ount number
094l Equipment Depreciation = Non Federally Funded and/or 0942-Equipmént Depre-
ciation = Federally Funded is debited.

. _ When a piece of equipment is sold or scrapped, account 3375 is debited for the

total amount of accumulated’ dépreciation applicable to that piece of equipment-lvla7ff;

therefore, in order to insure total accuracy, school systems should maintain
BeFal e '
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detailed records on individual pienes of eduipment.

On the balance sheet, account 3373 would ‘be reflected in the "asset portion.as
an offset against account 3176-Food Serwice Equipment. o

Q.
-~ . RV

#

3390 FUND BALANCE OR ( DRFICIT).

w. - : - LT a »
9"‘- £ . v
- .

This is normally a credit balance account representing the excess of the

assets of the Food Service ¥Fund (exclusive of equipment) not segteggtnd for _ .

a specific purpose over the fund's liabilities..- o
The Fund,Balance of a fund is not synonymous with-Cash'hor with the sum of
Cash and one or more of the liquid assets of a fund; i.e., Petty Cash and
‘Investments. As a matter of fact, this account may reflect that the fund
is in a deficit position even though cash #nd other "liquid- assets are on
~hand. If the sum of the liabilities, reserves and equity reservations ex=
ceed the sum of the agsets of the fund or fund group, this account will
have a debit rather than a credit balance. A debit balance is reflected
on the balance sheet or statement of fimancfal position by enclosing the
' entry in parentheses. . .

.
» T

Account 3390 is established upon recording the initial fund assets, liabil-
Ries and surplus or (deficit).balance as determined by audit. - Subsequently,
is acoount is credited (increased) or debited (decreased) with transactions
which directly affect its balance; however, .the results of operations are not
reflected' in this account until the end of the fiscal year when the budgetary
and operating accounts are closed. . ”

-~ Account 3390 is credited (increased) throughout the fiscal year with trans-
" acttons which directly increase the unsegregated portion of the balance of a
fund and at the end of the fiscal year with the residual credit balance, if

" any, 1in daccount 3590-~Budgetary ClearanCe.

¥

" Account 3390, 1s debited (decreased) . throughout the fisqal year with trans-

- attions which directly- decrease the unsegregated portion of the balance of -
a fund and at the end of, the fiscal year' with the residual debit balance,

if= any, in aCCOunt 3590 Budgetary Clearance. .o "
.:‘ ¢ v j . ‘ ) ) 9
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3400 OPERATING ACCOUNTS

Operating accounts reflect actual operations ynder a budget plan and control

the clerical accuracy of the postings to the detailed accounts of the Sub-
sidiary Revenue and Expenditure Ledgers. In contrast with the asset, 1iabil- ~
ity and equity atcounts which reflects a status or balance as of a given date*ﬁg
but have no fiscal year identity, the operating accounts are- identified with L]
the fiscal year which they serve and. are opened at the beginning of the fiscal
year served and closed at its end. —

3410 REVENUE RECEIVED

This account represents the sum of the revenue received in a fiscal year from
local, state and federal sources, As a matter of accounting convenience, re-
funds of prior year expenditures are accounted for as revenue receipts, but
refunds of current year expenditures are treated as offsets against the pre-
viously recorded expend{tures. Except for certain special purposes, such as
measuring the extent to which the cafeteria program is self-supporting, rew-
enues are accounted for when received rather than when ehrned

-

The General Ledger account 3410-Revenue Received is a comtrol account. It is
a summary of the individual postings to the detailed accounts of its' Subsid-
iary Revenue Ledger. At any time the sum of the postings to the Subsidiary
Revenue Ledger should equal the balance in the General Ledger control account.
A new General Ledger account for revenue received is opened at the beginhing
of each fiscal year and closed at the end. The closing.entry is a debit
(decrease) in the amount of the credit balance and a corresponding credit
(increase) to the General Ledger account 3590-Budgetary Clearance.

-

|- .Accountl3410 is credited. (1ncreased) with the amount of revénue received,
~ whether in the form of cash or noncash revenues. The credit entry is usually

a hummary posting of the total of the amounts previously recorded in the Cash

: Retelpts Journgl as credits (increases) to the detailled revenue receipts

u'_ aEﬁounts, ~but may . be a separate posting of a single entry from the General -

(]

' Journal . R .

. . o R
e .
- W * ,.

T”ACGOUnt 3&10 is- debited‘(deéreased) with the amount of previously recorded

revernue which is refunded in the %ame fisqal year and with the amount of
chedks returned unpaid by the depository.- '

I N - v .t -
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3420 EXPENDITURES°' SR ) el "
SR (R ' o “ \ |
This account represents the sum the expenditures made In-a fiscal yearg
against the appropriations provided {in the budget..  Except for the year -of .
trangition from cash to accrual basi} accouncing, expenditures should be
recorded on a congistent basis from year to year(and the appropriationq
should bé made correspond{nglye Refunds of currént year receipts are‘ngg

[
.0
&

“.accounted for as expenditures, but as offsets against the previously recorded

revenue received° refunds -of prior year receipts, oh the other ‘hand, are .

accounted for as expenditures in the 1300 series-Debt Servfoe function.._
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" The General Ledger account 3420-Expenditures is a control account. It is a
summary of the individual postings to the detailed accounts of its' Subsidiary
Expenditure Ledger. At any time the sum of the postings (except for accounts
0941, 0942 and 1247) to the Subsidiary Bxpenditures Ledger should equal the
balance in the General Ledger control account. Expenditures are normally
entered in the first instance in a Voucher br Accounts Payable Journal or

" Register from which separate postings ate made to the various Subsidiary
Ledger accounts and a summarized posting' tq the General Ledger control account
number 3420-Expenditures. There may be occasion for cash payment of expendi-
ture bills in which case the posting would probably be @ separate account.

Many vouchers are recorded and checks written which are not chargeable as
expenditures. Examples would be entries recorded or checks written to liqui-
date liabilitieg, to purchase investments, to advance cash to other funds or
- govermmental units. Bgcause all entries or disbursements are not chargeable
to expengitures each entry or check written must be analyzed to determine the
appropriate charge. Only expenditures chargeable against appropriations are
‘recorded in‘this gccount and 1n thé¢ detailed-accounts of the Subsidiary EXpen—
diture Ledger. .

A new Generadl . Ledger account for expenditures is opened at the beginning of
each fiscal year and closed at its end. The clusing entry is a credit '
(decrease) in the amount of the debit balance and a corresponding debit
(decrease) to the General Ledger account 3590-Budgetary Clearance.

Account 3420 1s debited (increased) with the amount of the charges recorded

in the accounting records as expenditures, (except equipment and depreciation)
whether paid or unpaid. This debit entry may,be a geparate posting of a
single entry or a summarized posting of total amounts recorded-as expenditures
in the various accounting journals. ¢

Account 3420 is credited (decreased) with refunds "and other abatements which

are applied as offsets to the previously recorded expenditures of the current
fiscal year. ¢ » -

The debit balance acco&nt 3420 represents at any time the sum of.expendi-

tures charged to date, excluding charges for depreciation and equipment
expenditures.

30
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35G0 BUDGETARY ACCOUNTS

. Budgetary accounts are the accounts of a fund used to record the estimated
- revenues and suthorized appropriations and to control operations according
to the limitations and pyroyisions of. the approved budget. Budgetary
' accounts record estimates of operations pet up as guides and controls for
the actual operations.

3510 ESTIMATED REVENUE -
This account represents thé syfi of the revenue anticipated by the Food Service
Fund from all sources in the/Aiscal year. Estimated revenue is the most_
accurate account that can be predicted for a given period, usually one fiscal
year.. In any given fund the budgetary account; Estimated Revenue, must be on
the same basis as 1its corresponding operating account, Revenue Received. If
revenue is to be accounted for when received rather than when earned, it is

to be estimated or budgeted correspondingly. .

General Ledger acbgunt 3510-Estimated Revenue is a control account. It is a
summary of the postings to the subsidiary account of the estimated amount
listed in the bydget for each source and’ type ¥ revenue. At all times the
sum of the debit balances in the detailed estimated revenue accounts must
equal the summary debit balanceé in account 3510. During the course of the
fiscal year, actual revenue received may exceed estimated revenue; however,
if this occurs change is pot required in the estimated revenue accounts.

) In addition, the estimatéd revenue accounts pertain o regyepue receipts only

. : and do not include nonrevenue receipts or receipts which offset expenditures.

In. additiog to maintaining a ledger page »in the General Ledger, estimated

revenue is also recorded on the Revenue Received Ledger page and in the Sub-.

sidiary Revenue Ledger.” The difference between Estimated Revenue and ‘Revenue
g Received is the kevvnue unrealized to date.

. A new General Ledger account for Estimated Revenue 18 opened at the beginning
of each fiscal year and closed at its end.

This account is usually debited (ipcreased) only at the beginning of the f;tchia
year with the sum of the revenue estimates listed in the adopted budget, but is
also debited (increased) during thq\fiscal year if the budget is subsequently
revised to include additions to estimated revenue not, previously budgeted.
Account 3590-Budgetary Clearance 18 credited (1ncreased) correspondingly.

Account 3510 is not usually credited (decreased) during the fiscal year, but
when closed at the end of the fiscal year, ‘it is credited (decreased) in the
full amount of the debit balance. Account 3590-Budgetary Clearance is depited
(decreased) correspondingly. « .

' . J

3520 AE?ROPRIATIONS

- ~_ This account represents the sum of the appropriations made to- date against the
. - " resources of the Food Service Fund in A fiscal year. An appropriation is an
- authorization by the school board to incur expenditures for the purpose de-
scribed to the limit of an amount specified. The appropriations of a given

B-B-1
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year should be in an amount ghfficient to permit charging all obligations as
expenditures for the fiscal year benefited, excluding depreciation of the
Food Service Fund. v
The General Ledger account 3520-Appropr1ations 18 a control account. It is

a summary of the postings to the detailed accounts of the subsidiary ledger 4
in which the appropriations are listed by specific purposes. Appropriations

are also shown on each Bxpenditure Ledger page in both the General Ledger and
the subsidiary ledger. The difference between appropriations and the actual
expenditures is the unexpenﬁéd balance of the appropriation.

Transfers between appropriation accounts are recorded ip the first instance

in the General Journal, then posted to the accounts in the Subsidiary Expen-

. diture Ledger. 1If the budgetary account is maintained-in a single column on
the subsidiary dedger page, a marginal notation of the transfer should be

made on the ledger page as a convenient reference. Transfers between detailed
appropriation account8 also require prior approval of the appropriate ‘authority
in accordance with the policy established by the board of school directors.
Transfers between the detailed appropriation account of the subsidiary ledger
do not affect the General Ledger control account 3520-Appropriations unless an
additional appropriation or an increase in one appropriation without a corre-
sponding decrease in another is involveds At all times the sum of the credit
balances in the detailed appropriation accounts must equal the “summary credit
balance in account 3520.

A new General Ledger account for appropriations is opened at the beginning of
each fiscal “year and closed at ils end. :

Account 3520 1s credited (increased) at the beginning of the fiscal year with
the sum of the appropriations authorized in the adopted budget, but is also
credited (increased) during the fiscal year 1if the school board authorized
additional appropriations or increases existing appropriations. Account 3590-
Budgetary Clearance 1s ‘debited (decreased) accordingly. )

Account 3520 18 not lsuglly debited (decreased) during the fiscal year, but

when closed at the eng the fiscal year, it is debited (decreased) in the

"full amount of the credit balance. Account 3590-Budgetary Clearance 1is credited
. (increased) accordingly.

B-B-2



” 3530 ENCUMBRANCES AND RESERVE FOR ENCUMBRANCES )

-

Two General Ledger control accounts, 3531-Encumbrances and 33532-Reserve -For
Encumbrances, are needed to record the commitments issued.against the appro-
priation of a fund. The encumbrances procedure is an essential step in
accounting for and controlling expenditurea. The purpose of an encumbrance
1s to earmark a part of an appropriation at the time of ~commitment in order °
to assure that monies will be available to cover the expenditure when the
goods are delivered or the services rendered. Obligations resulting.from
purchase orders, contracts and other types of commitments are anticipated
liabilities which later become real liabilities chatgeabf& against an
appropriation. It is essential to good management and budgetary control to
record expenditure commitments that are tb be paid later from fund resources.

Encumbrance transactions should be recorded in the following manner:t

1) Account 3531=-Encumbrances should be debited with tfe estimated
cost of orders placed and contracts negotiated and Account 3532-
Reserve for Encumbrances credited.

2) When an invoice cdvering an order or contract so recorded is
received and ready to charge as-an expenditure or the commit-
ment 13 cancelled, a reversing entry should be made by debiting
Reserve for Encumbrances and crediting Encumbrances with t

amount previously recorded in these accounts.
14 .
3) At the same time, the actual amount of the invoice, which may

» differ frome the estimated amount, should be debited to Expendi-
tures and credited to Accounts Payable. -

4) "When the invoice 1is paid, Accounts Payable should be debited
and Cash credited. "

5) 1f the invoice 1s paid at the time of recording the expenditure,
' the credit and debit to Accounts Payable may be omitted.

Additional information concerning encumbrance accounting, ingluding alter-

g

native procedures, 1s presented in the following description of these two

General Ledger control accounts. »

3531 ENCUMBRANCES

This account represents the sum of the open balances of purchase orders,
contracts, agreements and other commitments outstanding againgt the appro-
priations of a given fund.

When encumbrances are recorded and liquidated in the accounting records, the
subsidiary ledger reflects thxee accounts in separate columns on the same
ledger page. These accounts, each of which may be increased or decreased,
arey _ SRR S .

1) the appropriation account - which has a credit balance

2) the éxpenditure account = which has a debit balance

3) the encumbrance account =~ which has a debit balance



. -

Stated in another way, each trfansaction must be identified in order to in-

dicate the account affected. sually, this-identification is accomplished

by columnar segregation, but oXcasions may arise when transactions have to

be coded by number or 140nt1f1' by abbreviation as to the account affected

such as Ap for appropriations, for oncumbrdheoe_gnd Ex foa expenditures.
“ ]

The subsidiary ledger used.to record expenditures is commonly referred to as
the Expenditure Ledger, but it is in reality an Appropriation-Expenditure

"Ledger because appropriations are also shown on the ledger pages. When encum-
' brances are added, the subsidiary ledger becomes an_Appropriation-Encumbrance=

Expenditure Ledger, but is cbmmonly referxred to as an Encumbrance and Expenditure
or an E and E Ledger and the fact that appropriations are also shown on the led-
ger 1is understood, .but not expressed. \

In addition to the debit or credit balance of each of the accounts maintained
on a ledger page, the difference between the credit balance accounts is also

shown. When expenditures only are kept or'noted, the difference 18 the Unen-
cumbered Balance. The Unexpended or Unencumbered Balance is not an account,

but a statistic which is derived from the accounts.

Encumbrances should.be carried in the ledger accounts in a formal manner at
foyr successive levels of control, namely:

1) subsidiary ledger by function, object and program
2) subsidiary ledger by function, object
3) subsidiary ledger by function

4) General Ledger by fund

As a minﬁmmh, encumbrances should be entered in the subsidiary ledger by
functioh'and in the General Ledger by fund as of the é¢nd of every month and
reported té the school board on the. interim balance sheet. TRe sum of the
debit balance of the encumbrance accounts in the subsidiary ledger must
always equal the summary debit balance in the General Ledger control account
3531-Encumbrances.

A new-General Ledger account .for Encumbrances is opened at the beginning of

each fiscal year and closed at its end. The closing entry is a credit
(decrease) in the full amount of the debit balance and a corresponding

debit (decrease) to the General Ledger account 3590-Budgetary.Clearance.

When the books for the succeeding fiscal year are opened, account 3531 is [
established again by reversing the closing entry.’

Account 3531 is debited (increased) with the sum of the encumbrapces placed
when commitments are made such as purchase orders, contracts, service agree-
ments and so forth; and Reserve for Encumbrances is credited (increased)

-accordingly.

Account 3531 is credited (decreased) with the sum of the encumbrances
liquidated when the encumbered obligations are charged as expenditures or
cancel'led; Reserve for Encumbrances is debited (decreased) accordingly.

B=E=2
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3532 RESERVE FOR mcans

: ’ . This account repreunt:s the sum of the gpef balances of purchase orders, con= .:
tracts, agreements and’ other commi tmerft 8 outstanding against the resources of o
a given fund. - ] S ) e ’

The credit balance in the Reserve for Encumbrances-account should always: equal
the debit balance in the Encumbrances account except at the end of the fiscal
year when the Encumbrances accoupt 1s closed to Budgetary Olearance. At this
time the Reserve for Encumbrances accodnt is shown as an 8fuity reserve account
on the end-of-the-yenr balance sheet and reflects the sum of the commitméents
brought forward. -When ‘the books for the new fiscal year are opened,. the Re= b
serve for Encumbrances account reverts to its nature as a budgetary account xﬁ&
and*correspdnds to the reestablished Encumbrances account.”. : ¥

. The information used to support the entries to account 3531-Encumbrances is
also used to support entries to this account. For convenience of record \
keeping, the credit balance which 18 brought forward from the preceding fiscal
year may be entered on & new ledger page coded with the new fiscal year.

"+~ Account 3532 is credited (increased) with the sum of the encymbrances plaéed )
when commitments are made and account 3531-Encumbrances is debited (increased)
accordingly. _

. . St y - RN

When encumbrances are liquidated or cancelled, account 3532 1is ‘debited &}’

(decreased with the exact amount encumbered and account 3531-Encumbrances 1s

credited (decreased) accordingly. ‘ P

' * 3590 BUDGETARY CLEARANCE

This General Ledger account is used during the fiscal year to record the .
budgetary respurces and obligations of the current year separate from the

fund balance of the preceding year.

The balance in account 3590 represents at any time the difference between-
estimated revenues and appropriations of the current fiscal year. A debit
balance indicates that expenditure authorizations exceed estimated revenue
and reflects a potential budgetary deficit that must be met either from new
» revenue sources not yet authorized or from the fund balance avajlable at the
beginning of the t¥scal year.

A new General Ledger account for Budgetary Clearance is opened at the begin-
ning of each fiscal year and closed. at its end. At the end of the fiscal
year, the balances of all operating and budgetary accounts, except Reserve
for Encumbrances, are closed to Budgetary Clearance and the residual debit
of credit balance in Budgetary Clearance is then closed to the General
Ledger account 3390-Fund Balance.

This account 15 credited (increased) with the sum of the estimated revenue

. shown in the budget as adopted and with any additional amounts of estimated
revenue subsequently incorporated into -the budget.

Y B-E-B
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This account is debited (decreased) with the sum of the appropriations- made
for the cuyrent year and with the sum of the encumbrances brought forward
from the preceding year. It is also debited (decreased) with the sum of

- additional appropriations subsequently incorporated intq the budget.
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FOOD SERVICE FUND

;;__' CHART OF STANDARD REVENUE ACCOUNTS
\ \ . ) RS T
. . 2000 REVENUE gggg LQGAL soggcs

t

2041 EARNINGS FROM TEMPORARY DEPOSITS. & INVESTHENTS
2043 GIFTS, REQUESTS AND EARNINGS FROM ENDOWMENTS
2044 SALE OF SURPLUS EQUIPMENT
2049 MISCELLANEOUS. REVENUE
~ 2061 SALES TO PUPILS

‘. 2062 SALES TO ADULTS _ , |
2063 A LA CARTE SALES
2064 INCOME FROM SPECIAL EVENTS

o 2065 NONCASH CONTRIBUTIONS ’

. 2069 PRICE REDUCTION FOR REDUCED PRICE AND FREE MEALS

~ " 2100 REVENUE FROM: STATE SOURCES ; BRI
‘l’ o 2161 SUBSIDIES FOR FOOD AND NUTRITION PROGRAMS P
N 2200 REVENUE FROM FEDERAL SOURCES .

2261- SUBSIDIES FOR SCHOOL MILK, LUNCH AND. BREAKFAST PROGRAMS
2262 SUBSIDIES FOR NON FOOD ASSISTANCE
2263 VALUE OF DONATED. COMMODITIES OR CASH IN LIEU OF DONATED
COMMODITIES RECEIVED FROM FEDERAL SOURCES

2300 _REFUNDS OF PRIOR YEARS' EXPENDITURES

2500 INTER FUND TRANSFERS

2561 CONTRIBUTIONS FROM GENERAL FUND - REGULAR

2562 CONTRIBUTIONS FROM GENERAL FUND - UNDERNOURISHED CHILDREN
2563 GONTRIBUTIONS FROM GENERAL FUND - NONCASH

2564 CONTRIBUTIONS FROM GENERAL FUND - EQUIPMENT

~
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FOQD SERVICE FUND-REVENUE AGCOUNTS

DEFINITIONS AND. DESCRIPTIONS ) B N

-ln;roduction | ) -~

L]
£l

This section of the manual contains definitions and desCLiptions of
the accounts pertaining to Food Service Fund Revenues which are
classified as to source. Revenues are accounted for in this series
of acdountsj nonrevenue receipts are recorded in the Balance Sheet
accounts or, where applicable in the subsidiary ledger, as off-sets

to the expenditure accounts. , .

Classification of Food Service Fund Revenue Sourceg . ‘ ’

A

Following the general outline of the Federal recommendationa con-

cerning revenue as set forth in Federal Handbook I1 Revised, 1973,
CLASSIFICATAONS AND STANDARD TERMINOLOGY FOR LOCAL AND STAIB SCHOOL
SYSTEMS, revenue is classifiéﬁ and coded as followst’ ~
2000 REVENUE FROM LOCAL SOURCES
2100 REVENUE FROM STATE SOURCES
2200 REVENUE FROM FEDERAL SOURCES
. 2300 REFUNDS OF PRIOR YEARS' EXPENDITURES

| {5 ' 2500 INTER FUND TRANSFERS '
Each series of revenue accounts is introduced with a general explana-
tion of the kinds of revenue which fall within the classification, and
each revenue account contains a detailed description of what types, of
receipts are credited to the revenue account, -

Definition of Revenue . ' _ ' ‘

The National Committee on Governmental Accounting defines revenue as
"additions to assets which do not increase any-liability, nor represent
the recovery of an expenditure, and the cancellation of liabilities
without "a corresponding increase in other liabilities or a décrease in
assets's 1In school accounting this refers to local, state #nd federal
sources of cash or cash equivalent item as well as other transactiona
which result in benefits to the school system. '

-

Definition of Nonrevenue Receipts

¢

‘Nonrevenue Receipts is a term which refers to cash or noncash items

received in a transaction which either decreases another asset, or
Increases lidbilities, ]In the Pennsylvania school accounting system,
nonrevenue receipts are not accounted for in the REVENUE ACCOUNTS,
but rather are accounted for on the BALANCE SHEET or gs off-aets to
Expenditure Accounts;

. An example of receipts which produce cash, but not revenue, and are

therefore classified a nonrevenue receipts and are accounted. for on

.
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the BALANCE SHEET, rather than id a REVENUE AGCCOUNT, are Temporary,

Loans. Temporary Loans produce cash receipty, but' not revenues,

because they give rise to correasponding liabf\lities of the Food Service -
Fund. In addition to Temporary Loans, there gre several other forms of - . o
cash receipts which do not produce revenues, and therefore are . _
accounted for as BALANCE SHEET ACCOUNTS. The majority of these’ other . - . e
forms of nonrevenue receipts are changes in the form of a liquid asset _ ‘ .
from other than.cash to "Cash". The sale of investments, for exnmplc, ‘S}‘ T
rqducea the asset "“Temporary.linvestments,'!" and increase the aaset “Cash",

As the transaction changes the form of an asset from ore kind to another,

thescash received from the proceeds of the sale {3 a nonrevenue receipt,

" to the extent that such proceeds rupresent the return of theq .purchase

price. of the investment. What is earned on the investment' is a reyenue
receipt. : o

Other receipts which produce cash but -are not consaidered ﬁevenqo are
refunds or retiurns of money previously disbursed and charged to ap
bxpendftureﬁAccQunt. These receipts off-set the applicgble Experditure’ e
Account rathér than add .to a Revenue Account. Amount the transactions - ’

whitgh aro handlged in this manner®are duplicate payments, overpayments ,
premium refunds or dividends, personal phone charges, and reatitution

for damages to, or dostructién of school property. The Expenditdf !
Accounts are off-set by these types of receipts even Lf a receipt, in '
some situations, precedes gpc .disbursement of cash. However, when.

some of these typoséof recqipta ayc received because of a disbursement
that was charged to a priok”yeax's Expenditure Account, such rveceipts

are considered Revenue gnd classified as Refend¥ of Prior Years' Expond- ‘ ,
ftures, (unless applicab e-to an-mnnual recurring expense, such as .
Insyrance Pr\mniunm) When - npplicabha to rdburrﬁ\g expenses, aukh raceipts, .
are recorded as an off-aec to the current Expenditure Account eveu though

the refunded Expendituro Yas mnde id"a pxior fiscal year.. ‘ S

Accounting Procedﬂre Descfibed 1n LA Sepprpte Section of the Accggntiqg:ggnual

Although the explunatlons of tﬁe‘revanue clgpuifications -and the descrip- .- .

tiong qf the revenue accounts contain some ‘reference to the accounting ) - o

prOCedUres, these references are made to 1lligtrate the nature of the . o

accéunts, rather than to describg  the accounting system. The account {ng .

progedures are described in the BALANCE . SHEET section of the Manual, : . g
N v N T . " .o . ) A
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endowment.
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REVENUE FROM LOCAL SOURGES

LM

2609J6er1es

REVENUE FROM LOCAL SOURCES  is revenue produced within a school system,
which is available for use by the Food Service operations 'of the
school system.

GENERAL TYPES OF REVENUE FROM LOCAL SOURCES C \

_+Lhe following accounts are“prleded for recording revenue from local

sources other than from t - ng revenue
includes earnings from time deposits, and recetpt “from certain other .
local sources as éxplained in the descriptdons of the accounts them=

'selves. These types of revenue are of a general nature and are also

sources of revenue for other funds in_ the school system, d

!

" 2041 EARNINGS FROM TEMPORARY DEPOSITS AND INVESTMENTS

Credit to this accounE“the*tnteresf-ea:ne orary deposits)

investments. : -

Do not credit to this account earnings from permanent funds and
endowments; they are recorded in Account 2043 of the Food Service Fund,
or'‘in the appropriate account of the Trust Fund established by the
school system fotr such endowments.

-2043 GIFTS, BhQUESTSlfAND EARNINGS FROM ENDOWMENTS

Credit to this account revenue received from a philantropic foundatiOn,
private individuals, and private organizations for which no repayment
or special service is expected, and also for revenue received as
darnings from endowments held by the Food Service Fund of the school
systems Also credit to this account amounts transferred to the Food
Service Fund from'a Trust Fund in fulfillment of the terms of an’

<

3

2044 SALE OF SURPLUS EQUIPMENT

Credit "to this account proceeds received from the sale of Food Service
equiZment. Amounts received from trade-in items aﬁ@ not to be classified

le of surplus equipment but used to decrease thercost base of the"
equipment puréFEEEHT_*““' R

2049 MISCELLANEOUS REVENUE

»

Credit to this account miscellaneous revenue received from local
sources “which does not off=set an expendlt“fe‘”and—£orluhigh a
particular account in the 2000 series is not provided. :

‘“"‘DEﬁﬁEtts*andwother fees subject to be returned are not recorded in

"this account; such deposits or fees create liabilities which are
recorded in the BALANCE SHEET Account 3243-RETURNABLE DEPOSITS.

]
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.. Credit u0‘this account revenue received from adults Eér” the shle of

f%k Yeld at cdfeterias. .The revenue Yrom bhgpe events should be credited .

b
o

i

REVENUES FROW FX ES . ..

. B N . @ ey
S . - . ) et et

The following revenue,. accqunts dre. usod-ﬁo rhcord revenue’ :esuiting Etun :

the sale of food by a school system's food. Berviee oggratiom. These R "y_i‘-'
revenue. accouts are clalsified in' accbrhanpe'with USDA FNS (ON) INSTRUUTION B
796-1 (rev. 2) in’ order xo [ﬂgilitato tﬁu preparation_gf Food.& Nutritiod ;.
Reimbursement voudheré. e . R M S i . :’ el L wd
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Credit to this accounu reVenue regetvad;[fdm pupila fot the nple,of S ﬁ;{f-"]'xil
food prbducts dnd sarv&cag:. - T MUY E'— ST

[
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Do. po L. credit to this account revenue received from’ speéial aff&irs

to account number '2064-Income from Special Events. S et ey T Ay
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Credit to this account- revenue received from pugils for food items that _ .
are’ soparately priced from the-Type A meal.,  Include in.this account, . = . . —
" Type A componénts that are sold individually. . ‘ A
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2066 _ INGOME FROM syscmi EVENTS e R T
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Gredit to -this accouht revenue received by the food service operations . N

~for. catering Special dinners or events held in the cafeteria of a R .
school system. . _ co * . . S

Yl . . B T e - a, ., o

2065 NONCASH CONTRIBUTIONS . R o

Credit to this- account the value of services donated to the food service g
programs during ‘the aqcounting period. :

When 'this account 1is credited there should be a corresponding debit T -.l: “a
made to account 0956~ Donated Services. ' '

= ’ ’

2069 PRICE REDUCTION FOR REDUCED PRICE AND FREE MEALS . IR

~ \- . ' -
.y . . . .,

This is.a debit balance account representthg the value of reductions Tyl
in gross sales on free and reduced price meals served to pupils ‘during SERETI
the accounting period. . . B T e
Account 2069 would be used only 1f a district recorded sales to. pupils - e .
Cin gross. The following 1is an example of how this account would be . e A A
used. , . o Ty e . :
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. A,cafbt-nia'oofve one thousand (1000) m-nll at $0 SO‘pqr moal.
Eight hundred (8( ) .of the students pay full price for ‘their meal

> and two hundred (200)'ane givch free meala under the. lchool mllk
and lunch program. _ _ :
. uyq;zé“ﬁl;?-,';:' . - a. If a didtricﬁ records sales in gross, the

AT ' oL following entry would ‘be mhdes

. : .- Dr-. 3111 Caph ~ / R - 400
Tralot, o L Dr 2069 Price Reduction for Reduced i
y SR Price and Free Meals 100

o » ¢ Cw 2061 Sales to Pupils ) . 500

<
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r’:fy-f T IR b.- If a district reconds sales in net, the '
' ) h 'follawing entry would be madex
o o Dr 3111 Gash 3 | : 490
- S A .2061 Sales to Pupils 400
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R REVENUE FROM STATE SOURGES
. 2100 Series

- REVENUE FROM STATE SOURCES is considered money originating from State

appropriations only and will be recorded in this 'series of accounts.
Money distribited by the State but originating from the Federal
Government will be recorded in the 2200 series of accounts.

Because -some subsidies or reimbursements contain a mixture of both
state and Federal monies, some 2100 series accounts are duplicated
in the 2200 series of accounts. The Department of Education will
indicate on the Claim Reimbursement Report (Form SMT 465) the amount

to be recorded in the State and Federal source revenue aecounts, - The  — -

following account codes, accqunt titles, and brief account descriptions
are provided to aid {n budgeting and financial reportingt

2161 SUBSIDIES FOR MILK, LUNCH AND BREAKFAST PROGRAMS

Credit to this account revenue received from the Commonwealth as
reimbursement for expenditures incurred in Food and Nutrition Programs.

-

R-S-_-l
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REVENUE- FROM FEDERAL SOURCES

2200 Seripes ‘

.. REVENUE FROM FEDERAL SOURCES 18 considpred money originating from the
Federal Government and is made availab the school district through
direct graan, state channels, or other agencies conductin programs
through the school district. ' e

?

The following account codes, account titles, and brief account déscrip-
tions \have been provided to aid in budgeting and financial reportings

2261 SUBSIDLES FOR MILK, LUNGH AND BREAKFAST PROGRAMS

. v .
\Y -’ -
Credit to this account revenue received -through the Commonwealth ‘nd >
designated as Federal Funds for reimbursement of expenditures incu

in Food and Nutrition Programs.’

Do not credit to this account any subsidies Eeéeived.for Food Jervice
cquipment. Those subsidies are credited to dccount 2262.

2262 SUBSIDIES FOR NON FOOD ASSISTANGE

Credit to this account revenue received through the Commonwealth and

designated as Federal Funds for Food Service equipment. o
™~

2263 VALUE OF DONATED COMMODITIES OR CASH IN LIEU OF DONATED COMMODIIIES

RLCEIVED FROM FEDERAL SQURCES

~
-

\

Credit to this account the matket value of all commodities donated to
the food service fund by the Federal government and the amount of cash
in lleu of donated commodities received from the Federal government
during the accounting period.

When a credit is made to account 2263 as a result of receiving donated
conmodities, a corresponding debit must be made to the expenditure account
0924, = DONATED .COMMODITIES.

:
.. -

L3

When a credit is made to account 2263 as a result of recelving cash in
lieu of commod¥Nies, a corresponding debit must be made to account 3111
cash. : _ : T

When the food is “purchased.with the funds received from the Federal

government, account 0924 - DONATED COMMODITIES is debited and either
account 3111 or 3212 13 credited.

R"'F-l | ‘_"" 1
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. REFUNDS OF PRIOR YEARS' EXPENDITURES Y

2300 Seriles o .

Definition of Refunds

. Refunds are receipts of cash returning all or part of an expepditure . .

nermally considered the obligation of the School. System. -Refunds -
rdceived in a fiscal year after the expenditures were made are. called
efynds of Prior Years' Expenditures. Refunds received in the same

"fiscal~yegr in which the expenditures were made are called Current

Refunds. Returns of cash which‘have been previously disbursed, but
were not for expenditures as defined, do not come under the definition
of Refunds for school accounting purposes.

Accounting for Refunds of Prior Years' Expenditures

# .
Alter the accounting records are closed at the end of a fiscal year
and a financial report has been prepared, subsequent refunds applicable
to any previous fiscal year may be considered Revenue of the new .
fiscal year and should be recorded in Account number 2300, ’

2300 - Refunds of Prior Years' Expenditures

‘—/,///Gredit this account with the amount of refunds of prior years' expend-

itures.

Do not credit this account with current” refunds.

Do not credit this account with Recoverable Disbursements: (See -
Accounting for Recoverable Disbursements in the Balance Sheet section

of the Manual.) . : \

P . e e ST T TS T e

& . e

b
Accounting for Current Refunds

Refunds of current year expenditures are not considered revenue. Such
refunds are recorded as a decrease, reduction, or credit to the cutrent
expenditure acgcounts., Examples of receipts received by school systems
which are treated as current refunds include: ~

(1) Refund for duplicate payment of an invoicej

(2) Refund for the amount of overpayment of an invoice including
tax amounts paid in error and cash discounts returned; ’

(3) Refund for the amount of overpayment on salaries;j

(4) Payments of restitutions and damage by students or others for
damage or loss of school property;

(5) 4 Refunds of insurance premiums or dividends paid in cashj

(6) Receipts from the sale of supplies and materials to students
and others}

(7) Refunds for'return of containers, oil drums, etc.}

(8) Receipts from the sale of equipment in lieu of trade-ing

(9) Reimbursement for utility use; such as, personal phone calls,
use of electricity, fuel and water by contractors, etce.

- | 16
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INTER FUND TRANSFERS

2500 Series

INTER FUND TRANSFERS may be defined as revenue received by a fund from
other fund in the school system. By separating INTER FUND TRANSFERS
from other révenue, the identity of such revenue is clearly established
in the accounts and reports.

In recording revenue, it is necessary to note and observe the digtinction

between INTER FUND TRANSFERS and receipt of other monies recorded in

Balance Sheet Account 3221 - Due to Other Funds. This distinction depends .
upon the intent of the transfer. 1If for example, the General Fund pro-
vides, either in the form of cash or noncash contributions, operating

funds to the Food Service Fund and the funds are considered a contribution,
then the Food Service Fund would record the funds as revenue and the
General Fund would record the payment as an expenditure.

If ¥ however, the General Fund provides, either in the form of cash or

_noncash contributions, opefating funds to the Food Service Fund and the

funds are considered a loan, then the Food Service Fund would record
the funds against the liability account 3221 - Due to Other Funds and the
General Fund would record the loan as_a receivable against account 3121 -

Due From Other Funds.

The intent of the tranbELrShOUUjbe established at- the time the transfer
is made. N|

2561 CONTRIBUTTIONS FROM THE GENERAL FUND - REGULAR

Credit to this account transfers of money from the General Fund to the
Cafete¥ia Fund for support of the food scrvice operation. Monies
transfqrred cannot be returned (see Section 504 of the School Code).

nent; such revenue should be recorded in Account 2564,

Do not use this. acjrunt to record the transfer of money to be used for the

acquistion of equi

2562 ,GONTRIBUTIONS FROM THE GENERAL FUND - UNDERNOURISHED CHILDREN - _ i'“*
- — ; . =

Credit 'to this account revenue riceived from the General Fund for -

feeding undernourished or underpriviledged children at reduced rates or

without cost at the request of the Board of School Directors. -

2563 CONTRIBUTIONS FROM THE GENERAL FUND - NONCASH

Credit to this account the value of Qéﬁtﬁsh contributions made by the |
General Fund to the Food Service Fund to support the Food Service Operations.

When a credit is made to Account 2563, a corresponding debit must be made
to the appropriate expenditure account in the Food Service Fund.

‘

2564 CONTRIBUTIONS FROM THE GENERAL FUND - EQUIPMENT

Credit to this account money transferred from the General Fund to the Food"
Service Fund for the’ purchase of equipment used.in the food service operations.

)
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0800
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FOOD SERVICE FUND

CHART OF STANDARD EXPENDI'WRE ACCOUNTS

FIXED CHARGES

0831
0832
0833

53

SCHOOL SYSTEM CONTRIBUTIONS TO FEMPLOYEE hETIREMENT
SCHOOL SYSTEM. SHARE OF SOCIAL SECURITY TAXES .

COMPENSATION INSURANCE

0833.1 WORKMEN'S COMPENSATION INSURANCE .
0833.2 UNEMPLOYMENT COMPENSATION INSURANCE

0834
0836

0900 FQOD

EMPLOYEE INSURANCE
OTHER INSURANCE

SERVICE

0910
R 0921
0922
0923
0924
0931
0932
0933
0934
0935
0936
0939
0941
0942
0951
0952
0953
0954
0955
0956

1200

SALARIES - FQOD SERVICE
FOOD

MILK .

NON FOOD SUPPLIES
DONATED COMMODITIES
UTILITIES '

TRAVEL

TRAINING

FOOD SERVICE RENTAL :
PRINTING AND ADVERTISING

INDIRECT COSTS

OTHER EXPENSES FOR FOOD SERVACE

EQUIPMENT DEPRECIATION - NN FEDERALLY FUNDED
BQUIPMENT DEPRECIATION ~ FEDERALLY FUNDED
CONTRACTED SERVICE - LAUNDRY AND LINEN
CONTRACTED SERVICE - TRASH-REMOVAL

CONTRACTED SERVICE - EXTERMINATION

CONTRACTED SERVICE -~ REPAIRS AND MAINTENANCE
CONTRACTED SERVICE - PROFESSIONAL AND TECHNIC
DONATED SERVICES :

CAPITALHOUTLAY

1247

1300 DEBT

BQUIPMENT

SERVICE

1379

REFUNDS OF PRIOR YEARS' RECEIPTS

]
o
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GENERAL FUND EXPENDITURE ACCOUNTS
’ o Definitions and Descriptions

Introduction
- .

This section®”contains definitions and descriptions .of the accounts pertaining
to Food Service Fund Expenditures which are classified by function and object.

Certain disbursements do not represent expenditures and are accounted for on

the Balance Sheet. Refunds of current revenue is an exsmple of a disbursement
that 18 not an expenditure. It is recorded directly as an offset to the
revenue account. .

The principles of accrual accounting are recommended in recording expenditures.
po0 ] '

Claséification.of Expenditure Accounts

{

Sl e T

As stated previously, accounts are classified by function and bject. "The
numerical code designation of an account indicates the classification. For

"example, the first two numbers identify a function, the third identifies a

major object, the fourth a minor object. Hence, a charge to account code
0921=-Food: y :
0921 -

09 -~ Food Service (function)
2 - Materials and Supplies (major object)
1 - Food (minor object)

Classification by Function

Function relates to the purpose to be accomplished by expenditures. In the
Food Service Fund these purposes have been identified and coded as:
““ « 0800 FIXED CHARGES"
. 0900 FOOD SERVICE
1200 CAPITAL OUTLAY
13000 DEBT SERVICE

Each function is introduced with a definition and an explanation of types:of
expenditures which are included in that functional classification. The
accounts listed under each function contain a description of what is charge-
able to that account. To promote uniformity in the overall school accounting
aystem, functions of the Food Service Fund have been given the same numerical
coding as similiar functions in the General Fund. In an effort to designate
clearly the purpose of each account, and to promote uniformity, certain
account descriptions also efblain what 1is not to be charged to that accouat.
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by Objec | ‘ .

Clannification of expenditures by object identifies the article purchased or
the service obtained. Objects usually appearing in more than one function are
classified as Major Objects. The identification of Major. gp]ect in the ac-
counting are constant throughout the functional classification.

Subdivisions of Major Objects are classified as Minor Objects. The identifin
cation of Minor Objects in the accounting code are 225 constant throughout
the functional classification. Detailed posting to an account must corre-
spond with the Major Object clasgification; for example, salaries must be
posted under the Major Object ''Salaries'". The use of. constant Major Objects

facilitates financial analysis and planning whether the accounts are kcpt by
hand or machine methods.

The Major Object expenditures are uniformly classified and coded as follows:

N .

10 SALARIES - cost of personal services of permanent and temporary
.employees on the payroll of the district or Area Vocational-
Technical School.

20 MATERIALS AND SUPPLIES - cost of commodities purchased.

LS

30 EXPENSES -~ as a Major Object of expenditures, '"Expenses" is used
as a general term for the purpose of classifying under one head-
ing costs ef travel, utilities, insurancg, rent, and so forth.',
The accgﬁq&g coded under this classifiszion in theyvarious '

“w@junCtions carry a further description. \3

40 EQUIPMENT - cost of equipment and recording of depreciation ex-

pense. -’

50 CONTRACTED SERVICES = cost of services resulting from a contract,
such as services rendered by personnél who are not on the pay-
roll of the district including all related expenses covered by
the contract. The contract need not be written, for instance, .

-a phone call for repair of an item would be claased as a verbal
contract.

* 70 INTEREST AND OTHER DEBT SERVICE CHARGES = cost of current funds
to retire indebtedness and to pay the interest thereon. -

Minor Objects codes are not constant throughout the functions in the same
manner as-the Major Obiects codes described above.

School DistriCts often require a further breakdown of accounts for their own
use. These loeal breakdowns would also be considered nonuniform Minor Objects.

‘For example: 0834 - Bnployees Insurance might be set up ‘locally as 0834.1 to

control the expense for Hospitalization Insurance paid by the Food Service
Program, and 0834.2 could be used to control the expense of Life Insurance

paid by the Food Service Program.

E=1-2 ’
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Noucash Expenses

Although expenditures normally result ultimately in cash disbursements, there
are several types of noncash transactions which are rather common in Food Ser- |
vice Progntﬂs. Some examples ares .o
. ."'b :
1) The General Fund paying for expenses related to the Food Service oper-'
ation and not seeking reimbursement from the Food Service Fund

for these expenditures. .

2) Use of Donated Commodities and Services in the Food Service
Progrum.

Transactions of this type must be recorded as a revenue and/an expenditure.
Details concerning noncash transactions are set forth in the applicable
account. descriptiona.

” -
! LN N

Nonexpenditure Disbursements

The disbursqment of cash does not in itself méan that a transaction should be
recorded as an expenditure. Some common examples of nonexpenditure disburse-
ments are:

1) Purchase of investments.

2) Repayment of temporary loans or notes. .o

3) Transfers to other funds or agencies ﬁbt involving prior -
charges for goods or services. (Loans and advances)

- The Standard ExpenditufeﬁAccounts

"poses indicated in the individual account descriptions.

The accounts which are classified and coded for each of the several expenditure
functions are the standard accounts of the Uniform School Accounting System.

Regardless of size and operation, school systems are expected to maintain the

accounts shown in the classification if they incur costs for any of the pur-

-~

- Because of difference in size and operation, it 18 not expected that a given

school system will need all of the standard expenditure accounts. It is not
necessary to maintain an account 1f costs are not incurred for the purpose
indicatéd by the account.

Some districts keep records of expenditures in gore detail than provided for
in the standard classification of accounts. This may be accomplished by
subdividing the standard accounts to meet the particular needs of the school
system.

/ i E-1-3 _ | ‘



: FIXED CHARGES , ’
‘ - 0800 Series

FIXED CHARGES are classified as a function and include experises which ara . ; -
grouped together &s a matter'of accounting convenience rather .than-allocated .
to the operative function. 'Such charges, which include emplﬁycr'l contribu- _
tions to retirement and social security as well as various kinds of insurance
purchased by the Food Bervice operation for the protection of itself ot lor S
the benefit of its employees, are classifed as fixad charges. '

Expenditures for public liability, property damnae. medical care, co}llaion

on Food Service vehicles, fire,’and theft insurdfice attributable to the FOOD
SERVICE function are charged to the fixed charges EunctiOn.

4’“‘"“\- | ) ?

0831, SCHOOL,. SYSTEM CONTRIBUTIQ_L TO FPMPLOYER RE‘EIRWT B L

Charge to tﬁis account expenditurea by the nchonl system to the Publﬁ School
Bmployees! /hetirement Board a# th¢ school system's share of retitemﬁfa&90n~
tributions/for_ persons employed in the Food Service Progr am.

Do not. chdége to account 0831 deductions from salaries, for the loyoea' _. ~
ghare of retirement contributions; such dedu¢tions are recorded ad expendi-

tures against appropriations when the payroll is charged in gross to the *

salary account of. the Food Seryice function. L

0832 SCHOOL SYSTEM.SHARE OF SOCIAL SECURITY TAXES ~ - © * L
. ' _ 4

Charge to this account expenditures by the school system to the Commonwealth

of Pennsylvania Social Security Contribution Fund ag tke school gystem's o

share of social security taxes-for employees of the Food Service Program.
Do not charge to this account deductions from salaries. for the employees'

share of the social security tax; such deductions are reécorded in gross to
the salary accounts of the Food Service function.

0833 COMPENSATION INSURANCE

Charge to this account payﬁente for employeée compensation coverage. This
account will be subdivided as follows: '

. 0833.1 WORKMEN'S COMPENSATION INSURANCE

Charge to this account expenditures for workmen's compensation insur=-
ance coverage of the employees of the Food Service Program.

0833.2 UNEMPLOYMENT COMPENSATION INSURANCE
- \ i
 Charge to this account -expenditures for upemployment compensation insur-
‘ .anc7’coverage of employees of the Food Service Program.

Logal Educational Agencies, that do not have insurance coverage of any ‘
" type and that use the direct reimbursemént method for unemployment com- S

*

. E-B-1



\
- .;_p.nqation cov-rago, will charge to account 0833. 2 reimbur yemant s patd”’
“wit 70 to the Commonwealth: for unemployment compensation claims. ! Do _
T charge tb account 0833.2 reimbursements paid to the Commonwealth for : ‘l’;._
S _ Gnemployment cfmponnation claims if such costs will be roc:anable '

- - from commercial indurance com?unionq

. -
-

834 _EMPLOYEE INS o | .
;_‘ : Ohafge'to this account gxpenditures for 11fe, sicknoss or accident ot other - T '

' insurance (exclusive of workmen's componsation insurance) coverage .extended
by the school system a8 an employaee benefit.

. A ]
. .
“ ! s e’

When employea contributions to group plans of insurance are pollncttd by ' ' ‘

check or cash from the employeel or- tHroush payroll daduction, the teceipt _ Lo
and disbursement of such amounta are nquunced for through a Balance Shect. TN
1iability account or an applicabla Trust and Agency Fund of c“q school SR
syatm. . . o

¥ -

0836 OTHER INSURANCH i ; ' f\ ‘ v Wﬁ .
. ' s ' N N y
' Charge to this account expenditufes for praperty damagn, nutomotivo and other ' .
N l1iability {nsurance purchased, . . B . B

%

1
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’ ' ' ' FOOD SERVICE .
C a9QQ. Series

'FOOD SERVICE 18 classified as a function and includes activities which have
-as ‘their purpose the preparation and' serving of regular and incidental meals,

A

lunches or snacks in connection with school activities.

Accounting for FOOD SERVICE should be accomplished within the FOOD SERVICE -
FUND. Support from the General Fund should be limited to transfers of money
or noncash contributions. The dégree by which the General Fund supports the
Food Service Fund varies throughout'’the Commonwealth; for example, in some
school gystems, the FOOD SERVICE program may be -self-supporting; in others,
it may require regular assistgnce from the General Fund. As a matter of -
local policy, assistance may by extended through the assumption by the Gen=-
eral Fund of certain salaries apd other obligations however, this support
should be viewed as a transfer money and/or noncash services to the Food
Service Fund and accounting should be accomplished in both funds.

The intent of any’ transfer ‘should be established at the time the transfer 1is
made; that 1s, defining whether the transfer represents a contribution or a
loan to the Food Service Fund. (See Revenue account 2500 for more detail)

Equipment obtained by the Food Service Fund should be capitalized ‘and not ex-
pensed as done by other funds in the school system, This 1s done because
there is a need for the Food Seryice Fund to match current costs with current e
revenues. Depreciation expense is charged in the Food Service ‘Fund; however, '
a special method is used to close out the depreciation expense account and
the Capital Outlay Expenditure account. See instructions under account 0941«
Equipment Depreciation Cost - Non Federally Funded and account 1247-Equipment.
. . . ’ g ) .

~

)
-

0910 SALARIES -_EUOD“SERVICE

¢

Charge to this account, the total amount of . Salaries earned by Food Service
Fund employees. This includes the salariés of ‘Food Service .directors, cooks,
kitchen help and any other person employed by -the school system who performs

only duties related to Food Service _,operations. ,
~.

\ If the salary of any Food Service . employee is paid by the General Fund, at the :
end of the accounting period the Food Service Fund should credit- Revenue ac= .

count 2563-GontribUtion From the General Fund-Noncash and charge acCount 0910
for the amount of salaries paid by the General Fund. -

Ny

,'f‘ ' » =~ v
.

0921 _FOOD

Charge to this account the cpost of all food purchased during the period (ex-
cept milk), including processing, storage, handling and Qransportation costs
for food.

A
L N
~ . .

At the end of the accounting period,.the beginning food inventory 1s added

_ (debited). to account 0921. The ending food inventory is subtracted (credited)

from that sum to determine the cost of food used. N

E-F-1
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Charge to’ thia account the cost of all milk purchdaed during thc accOunting
pdriod fncluding the cost of stord&e, handling, qnd tranuportation.

lt the: nnd of the accounting period; the beginnins milk 1nvnntory 18 added
(debtted) to account 0922. The ending milk 1nventory is dubtracted (credited)
from that sum to determiné the _cost of milk used. .. L S

’ . ) . i .s . : 5. ' v"M".— T " \
0923 NON FOOD SURPLIES. L Al

. . . 3 . . .
£ -4, . . : \

Charge to this account' the cost ‘of all lunch room supplies (trays, ailver-
,ware, food preparation and’ packaging supplies, paperﬂare” etc.),  custodial
and' maintenance supplies (soap,mopheads, etc.), office supplies (paper, pens,
etc.) and equipment supplies (fuses, gas for vehiclea, etc.).

At the end of the accounting period, the be&&nning aupplies and materials
inventory is added to account 0923. The ending sypplies and materials in-
ventory {s subtracted from that sum té determfne the cost of supplies used

in the accounting perioﬂ _ !
. (\.

0924 ' DONATED caMoorriEs R ‘

Charge to this account the market value of donated commodities received during
the accounting period. ’ : : -
At. the end of the accounting period, the beginning donated commodities inven-
tory is added (debited) to account 0924. The ending donated commodities
inventory is subtracted (credited) from that sum to determine the cost of
donated commodities used.- .
%

0931 UTILITIES . ,

‘Charge to this account the cost of utilities (gas, electricity, oil and
telephone). If the Food Service.Fund is on the budget plan, charge to ac-
count 0931 the morthly payments made .under the plan and make an adjustmernit
against ‘this account at year end for any overpayments made.

0932  TRAVEL ' . _ e

Charge to this account expenditures for travel #hcurred during the accounting
period.

" '

10933 - TRAINING

Charge to this account expenditures for training costs incurred during the
accounting perlod.



“ohe

0934 _FQOD SERVICE RENTAL L ' R
. Charge to this account expenditures for rental .of buildings and equipment
incurred during the accounting period. : ‘ :

0935 PRINTING AND ADVERTISING

~

"Charge to this account the cost of all printinéggiindin ewspaper adver-
tisements for bids and other reproduction expenses incurred in the accounting
period.

0936 INDIRECT COSTS

. Charge to this account the amount of indirect costs incurred during the
accounting period. Charges to account 0936 will usually be made at the time’
the reimbursement claim forms are being prepared for the Federal School Milk,
Lunch and Breakfast Programs. Instructions for calculating the amount to be
charged as indirect costs will be provided for on the reimbursement forms.

Indirect costs are determined through the use of an approved nonrestricted

indirect cost rate. Public schools can obtain an indirect cost 'rate by com~ .

pleting a DECO-778 Application For a Restricted or Nonrestricted Indirect

Cost. Rate and submitting the application to the Comptroller's Office,

Pennsylvania Department of Education for approval. Nonpublic schools and

residential child care institutions are all assigned the same indirect- cost
. rate. The rate they will use is provided to them by the Division of Food '

+ and Nutrition Services, Pennsylvania Department of Education.

When account 0936 is debited, a corresponding credit should be made to account

2563-Contributions From the General Fund-Noncash or account 3221-Due to Other
. Funds. The account to be credited will depend on whether the General Fund is

to be reimbursed for the indirect costs it incurred on behalf of the Food Ser=-

“ vice Fund. If the General Fund is not to be reimbursed, account 2563 would be
' credited. 1If the General Fund is to be reimbursed, account 3221 would be
credited. g

!
0939 OTHER EXPENSES FOR FOOD SERVICE

Chérge to this account expenditures for other expenses of the Food Service
program for which a specific account is not provided.

0941 EQUIPMENT DEPRECIATION COST - NON FEDERALLY FUNDED

Chayge to this account the depreciation expense incurred during the account-

ing period for all equipment belonging to Food Service Fund (including vehicles)
" from funds provided by sources other than the Federal Govermment. ADepreciation

must’ be calculated in accordance with the guidelines established in FNS (CN)

INSTRUCTION 796-1 (Rev. 2). s : _ -
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At the end of the accounting period, account 0941 should be closed out

/,gainst account number 3374-Net Investment in Food Service Equipment. Do
not close out account 0941 to account 3590 Budgetary Clearance» A credit- _ ' .
entry would be made foxr the total amount being shown in account 0941 and a )
corresponding debit entry would be made ‘to account 3374.

When a c a}gg (debit) is made to account 0941, a corresponding charge

{credit) \should be made to account number 3375-Accumulated Depreciation = *
Food Service Eqi}pment.

0942 EQUIPMEﬁg DEPRECIATION COST - FEDERALLY FUNDED

Charge to this account the depreciation expense incurred during the account= ~}
ing period for all equipment belonging to Food Service Fund {including
vehicles) from funds provided by the Federal Govermment. Depreciation Tiagt ’//// .

Y, v

_be calculated in accordance with the guidelines established in FNS (CN) ¢
INSTRUCTION 796.1 (Rev. 2).

At the end of the accounting period, account 09&2 ‘should be closed out

against account number 3374-Net Investment in Food Service Fund Equipment.

Do not close out account 0942 to account 3590-Budgetary Clearance. A

credit entry would be made for the total amount being shown in account 0942

and a corresponding debit entry would be/made to account 3374. 2

When a charge (debit) is made to account 0942, a corresponding charge

(credit) should be made to account number 3375-Accumulated Depreciation - : \
Food Service Equipment. - ‘ .

0951 CONTRACTED SERVICE -~ LAUNDRY AND LINEN

Charge to this account the cost of all laundry and linen services incurred
" 'during the accounting period, including replacement linen.

\

0952 ‘CONTRACTED SERVICE ‘-~ TRASH REMOVAL ) |

Charge to this account the cost of trash removal services incurred during
the accounting period.

0953 CONTRACTED SERVICE - EXTERMINATION

Charge to.this account the cost of extermination services incurred during
the accounting period.

0954 CONTRACTED SERVICE = REPAIRS AND MAINTENANCE ‘

/ ad
Charge to this account the cost of ordinary repairs and maintenance to
facilities and equipment (including vehicles) incurred during the accounting

period. 4 ‘

N
. AN -

2 E-’F-l& 28




Y

AY

V .
mummmumumxggm&mv TECHNIGAL SERVICES
Charge to this account the cost of c ‘

ontractual services (e.g., security
custodial services, professional food management seérvicea, auditors, etc.)
incurred during the accounting peribd. In no case does account 0955 include
the cost of employees on the achool Food Service Fund payroll.

-

0956 DONATED SERVICES

Charge to- this account the value of donated services used during the
accounting period.

When account 0956 is debited, a corresponding credit should be made to
account number 2065-Noncash Contributions.

0959 CONTRACTED SERVICES - OTHER

Charge to this account the costs for all other services obtained on a con=-
tractual basis, which are not separately classified.
a

\
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. . CAPITAL OUTLAY
’ . 1200 Series

. CAPITAL OUTLAY is classified as an expenditures function and repredents

functions which result in fixed assets or additions to fixed asset This
18 establisheqd and used for budgetary purposes only. The purchase {f equip-
ment is initially recorded as an expenditure; however, at the end of “the
accounting periods, accounts in this function are closed out to asset ac-
count 3174~Food Service Bquipment rather than account 3590-Budgetary

_ Clearance. School systems may wish to maintain separate subaccounts for
each project in addition to the accounts pro%ided herein.

In the Food Service Program there 18 a necessity to match current costs
with current revenue in order to determine a true profit or loss for the
current period, therefore, equipment purchases must be capitalized and

not expensed because the equipment benefits more than the current account-
ing period. '

1247 EQUIPMENT \

Charge to this account the cost of equipment purchased during the account-
ing period.

"At the end of the accounting period, account 1247 should be closed out to
account 3174=-Food Service Equipment. A credit entry would be made for thg
~ total amount being shown in account 1247, and a corresponding debit entry .
‘ / would be made to acgount 3174-Food ServiCe BEquipment.

Account 1247 should be closed out before depreciation expense is calculated ~
and posted to the appropriate accounts.

£)0)

E=E~1




DEBT SERVICE
1300 Series

DEBT SERVICE 18 classified as a function and includes expenditures. for
benefits received in prior, present or. future fiscal periods.

1379 REFUNDS OF PRIOR YRARS' RECEIPTS

Charge to this account expenditures made by Food Service Fund for rpfunds
of money received prior-to the current fiscal year that now constitutes
debt or 18 an adjudged liability and must be repaid. !

Do not charge to account 1379 payments of refunds of revenues received-
during the current fiscal year; such refund payments should be recorded

as reductions of the applicable revenue accounts.,
- »




