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SCHOOL BUDGETING AND FINANCIAL ACCOUNTING

TH SMALL INDEPENDENT SCHOOL DISTRICTS
 OF OKI.AHOHA | '

CHAPTER I
THE PROBLEM

Introduction

The people of the United States believe in support of public

education te a greater extent than do ths people of am* other nation.

) *;;

Americans, :In general believe that every :inm.v nal is entitled to the

opportun.ht* ’co climb just as far up the ladder of success as his ability
and ambition will permit. Fundamental to this concept is the belief that
education is a vital aid to social and economic success. Individuals

who have undergone extended schooling, and are now en:)oyiné the advan-
!tages of that schooling, generally desire an equal or greater educational
Lpportunity for their children. Many parents, whose formal education

terminated prior to completion of elementary school or high school, also
believe that extensive eduncation is the key to success. These people are
frequently determined to provide for their children the advantages which

appear to be inherent in large amecunts of education.

t It is commonly recognized that the economic and political
pment_ot_anst_mtion.depends_pﬁmily_npon.somdncation_oijis_.
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people. With chaotic world relatn.ons in prospect for many years to come,
an efficient educational system is essentia.l if the United States is to
successfully exert economic and political leadership among all nations.

Confidence in education has made schooling an important element |

in the American way of life. The school system is quite often the

S

‘largest business in a commmnity. Almost every resident of the commnit
'is affected direc’qu or indirectly by it. Regarding the extent of edu-

; cation, Reeder states: , E
.To conduct this immense business more than one m:.llion teachers,'
Jjanitors, bus drivers, clerks, and other employees'are required. |
This huge army of employees has under its tutelage, administration, |
and supervision more than thirty million pupils. Approximately one |
person in every five of the population now glves his working hours |
to study, teaching, administration, supervision, or some other phase
of schoolwork, and there are few homes which do not have at least

one repreientative regularly in school either as a pupil or as an | .

employee. 2y |

Only infrequently do scﬁool; engage in activities which produce |
:revenue. Instead, they perform a service designed to increase the efi‘eé-
E1;:’.veness with which individuals participate in the affairs of the com- i
.munity. However, schools cannot operate without “ spendix_lg money and it :i;s
.pnblic money which keeps them functioning. The operation of a school .,

system costs each taxpayer whether or not he has children to be educateci.

‘:It is apparent, then, that anything that affects the schools either ’
fd:rectly or indirectly, also affects almost- every adult person. Publ:.c

feducation, as a large and complex business, must be expertly managed if |

‘;11: is to pay dividends in educational service. Budgeting and financlal]

1 ;
Ward G. Reeder, The Fundamentals of Public School Adm:m:.stration

(New York- The Macxn:.].lan Company, 1951), p. 3.
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r ‘ )
'accounting are important functions in the administration of schools, and
lwhen adequately performed, they facilitate better educational service.

lIt is undoubtedly true that all persons should be concerned about the
budgei;ing and financial accounting phases of the operation of an educa-
:tional sysf.em. |

; Concepts of School Budgeting {md Accounting

5 "@.‘ﬁére,are many concepts of budgeting, all similar in some
irespects, y_et different when applied to the financial activities of
[individua.ls, business firms, or public institutions. Certain of the many

|

concept‘s' are discussed in this section to provide a backgrou_ndjfdr th;a
fconsideratio_n of budgeting as appliec’l to the operation of school systems.
i To an indiyidqal or a family, a budget is a plan for the
histribution of available income so that the maximmm benefit will be
lderived. ‘This individual members of a family may diffe:f'; their needs,
ftheir tastes, and their talents sometimes vary greatly, yet distribution
:of family income should be equitable. A family, planning together, can
fdevelop a budget that will be fair to all and at the same time allow the
man.mum amount of satisfaction to each member for each dollar of family
:3’.ncome expended. To the individual or family, then,a budget is a
”systematic plan for the spending and saving of money.

A study of the development of budgeting shows that it had its

zorigin in business and industrial organizations. By intelligently

1]

planning future business activities, and carefully estimating income and;

‘expense , the management of a business or industrial concern can predict

how much profit will be realized during the ensuing fiscal period. As a




L

i:l:'esul‘l: of pre-planning and estimating, those phases of operation of the

business which appear to be unprofitable may be revised or discontinued.

‘As the work of producing and selling progresses, results can be compared

ﬁth the estimates to determine the extent and causes of variations from

|

the predicted outcomes. |

| Executives of business and industrial firms have found that pre-

|
|

!
planning and the comparison of anticipated results with actual outcomes

)
f
is conducive to successful management. Business men who are concerned

;with budgeting in business or industrial enterprises, in generay,l,n accept
the concept of budgeting advanced by Neuner.2 That concept is based
upon the idea that a budget is an intelligahtly prepargd estimate of
:i‘uture business conditions, including probable income and expense.

Such an estimate is designed to aid management in the co-ordination of |
i1'.he selling, production, and administrative functions of business.

§ Budgeting procedures apply in yet another way 1n the case of
fmnnicipa]_i.ties which collect and spend money in' order to prov:i_.de public
,iservices. Many J.:i.mitations are placedi on the _collec_:t.ipg and spend_ing of
;bhis money. Neither acti_on can be lega.]_ly accomplished until a bud_get“
A jhas been prepared and approved by the prescribgd au%.horities as designated
:'by lawe. The approval of the budget consbj.tutes Sanctipn for the collec-“
.jtion of t-he revenue, rendering of the seryficeé » and disbursing of the
i .

money. In municipal accounting a budget has been defined as:

A plan for financiné an enterprise or government during a
l definite peried, which i_s prepared and submitted by responsible

2 - !
i John J. W. Neuner, Cost Accounting Principles and Practice
(Chicago: Richard D. Irwin, Inc., 1951), ps h55.
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executiwes to a representative body (or duly constituted agent)
whose approval agd authorization are necessary before the plan !

’ may be executed.
According to this definition the chief function of the budget for a

municipality appears to be to facilitate the authorization for spending

l
public money. Undoubtedly, the primary function of a budget for a

|
municipality should be to give direction to the program of public service

l
for wb ch the money is to be expended.

-

f If a school system is properly operated, careful consideration
| , >

is given each year to the educational services the commmnity needs and
Fesires to obtain. Planning the edncational services to be purchased,

calculating the cost thereof, and determining the means of financing

;xpenditures is commonly kmown as school budgeting.
; Although the foregoing concept of school budgeting appears to
Le commonplace, various writers express the concept in quite different
%erminology. Typical of the_definitions are theses: |
% ~ A budget is an estimate of the proposed e;penditures foz a given
, period or purpose ;nd.the proposed means of financing them.

i

A budget is a systemized statement which forecasts the  probable
expenditures and the anticipated revenues of an individual, an
| organization or an institution during a stated period of time.”

From a technical standpoint, a school budget may be defined
as a financial plan of a school's program for a given period of
time-—usually one year--indicating amounts and sources of anticipated

% BW} K. Newton, "Outlines-of Municipal. Accounting," Himeographed, '

Uhiver512y'Book Exchange (Norman, Oklahoma, 1950), P 7.

: Texas Educational Agency, Bulletin 545,-A Guide to Budgeting, |
Accountingl,and Auditing of School Funds (Austin, 1953), p. 3. é

)
W. G. Reeder, The Fundamentals of Public School Administration
|(New‘!brk. The Macmillan Company, 1931), p. 166.
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revenues and amounts and purposes of proposed expenditures. A non-
technical definition of the school budget might be stated as

follows: A school budget is the fiscal %nterpreta‘bion or reflection;
of the school's policies and activities.

A school budget is the working plan for-providing funds required
to make available the competent individuals, the plamt facilities,
the essential services and needed materials wh:l.;ih will achieve the
educational objectives undertaken for the year.

Regardless of the way in which various writers express their

ideas, they, in general, agree with the functional view indicated by
8

Morb and Reusser that a school budget is an expression in dollars and

cents of the educational program to be offered. It must at all times

_reflect the nature and character of the educational activities that are
!

i‘bo be supported by the community. There is general agreement also that
there are three parts to a well formulated school budget: (1) an educa-

| .
tional plan, (2) an expenditure plan, and (3) a financing plan.
rece:Lprbs, reveals the amount of the tax lev:Les, and when approved, consti- :

I‘b is apparent that a school budget provides an estimate of

tutes authorization for expenditures. Howsver, meeting the 1egal reqtn.re-
ments relative to school appropriations is all that is accomplished when
: € )

the budget is prepared by a professional accountant not otherwise

iccnnecbed with the school system.

| ® joln Guy Fowlkes,- "School Policies and the Budget," The School

Executive, LXVII (November, 1947), p. 45.

{ 7D. Ross Pugmire and Jess Burkett (ed) ’ "Practn.cal Approaches to
Designing and Financing School Programs to Meet Current and Increasing

Educational Needs of the Community," Proceedings of the OCPEA Workshop

in Educational Administration, July 7-11, 1952 (The Committee for the Co~
operatn.ve Program in Education Administration of the Oklahoma Assoclation
of gc):hool gcglm.;.nistrators ’ Um.versn.ty of Oklahcma, Norman, February, |
195 s Pe 29. ‘

‘ 8
; Paul R. Mort and Walter C. Reusser, Public School Finance ;
(New York: McGraw-Hill Book Company, 1951), p. 160. ‘
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School budgeting procedures become most significant when the

|school superintendent, with the co-operation of school board members,
prindipals, teachers, and laymen, prepares the budget and uses it
throughout the year as a guide for educational procedures. In a survey
sponsored by Phi Delta Kappa9 it was found that broad participation of
laymen and teachers in budgeting, incresases the likelihood that the
planning will result in better educational programs. Broad participation
in school budgeting results in the spreading of knowledge relative to
school planning, Thus, desirable public relations are maintained and
taxpayers develop confidence in fhe school administrators as they per-
ceive what is actually to be provided from school funds.

There are several values inherent in proper budgeting procedures
each of which is dependent upon the manner in which the budget is prepared
and used. Careful consideration of the school budget provides an overview
of the entire educational progranm, because.the educational, financial,
and spending plans are presented in their entirety. Budget procedures
performed annuaily necessitates critical analysis of both old and new
educational procedures. Such analysis is most beneficial when it consti-
tutes a seif-examination by admiristrators, teachers, and laymen. This
element in budgeting is not present when the school budget is prepared
py a professional accountant.

School budgeting can develop cooperation'and goodwill within a

school system. Group planniﬁg~enables persons in'charge of the business

InSome Effects of Finance Policies and Practices on the Public
School Program,”™ The Phi Delta Kappan, XXXTIII, No. 1 (September, 1951),

P. 43. 4
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' {activities to learn much about educational requirements. It enables

members of the educational staff to become betiter acquainted with soms

|
|

| » . e
JIncreased understanding of the total school program and group action
!

of the problems of financing school activities and to gain greater know-‘
ledge of the functions of other departments in the school system.

‘relative to budgét problems are likely to result in better cooperation
L
within the school system.

! There are additional values which may result from sound school

budget:mg techniques. Budgeting may stimlate planning so that long-

range goals may be reached as well as those which are established i‘or

:the year ahead. A well-developed school budget may also improve the
fover-a.ll accounting procedure because the cycle of planning, accounting,
§a.nd reporting is speéii‘ied for each} educational unit,

; | The discussion in this section indicates that there are several

?desirable procedures in school budgeting. However, ::t is apparent that
‘only a few of the desirable outcomes are gained when school officials

I
avoid the task of preparing the budget and employ an accountant to do the

i
:job. School budgeting should be educational planning. It should be more

;'than a periodic accounting procedure in which figures are assembled into

i
i

financial statements by accountants.

| Mach of the value of school budgeting is lost unless the budget

z :
is supported by an adequate accounting system. School financial account-

:.ng has been defined as: ™A system of records wherein school activities
’are measured in dollar amounts which are recorded and classified to

ensure adequate information for analysis and reports."lo

| 10}11chi§a.n State Department of Education, Financial Accoun
for Michigan School D:Lstr:x.c s, Bulletin No. 1022’ (Lansing, 1950), p. 53.




9

[ e et e sttt < - ‘

The principal purposes of a school a.ccounting system as summar- |

ized by the Minnesota School Financial Accounting Committee are:

1. To provide a de.f.‘:m:.te well-organized record of all
financial transactions in accordance with recognized governmental
accounting procedure which will show where the money comes from,
how much is available, and what it is used for;

2. To safeguard the people of the district and those
administering public school funds by means of clear records of all
financial transactions, periodic audits, and financial reports;

: 3« To form a basis on which to make financial and educational
plans for the future;

Le To prmdﬁunlform data for reporting to county, state, and
federal agencies.

Some discussion_of the functions of a school financial account-~

]
!
|
ing system is necessary for an understanding of the importance of adequaf;e

l

financial accounting for a school system. Acceptance by a school board
| !oi‘ the responsibility for administering the business affairs of a local
school system implies recognition of en obligation to the taxpayers of
!bhe district and of the state. Proper administration of the school sys-
tem necessitates adequate accounting for all schocl funds. " Hhen public
funds are used, the taxpayer has a right to deta.:led information relative
to the manner in which the funds are utilized. An adequate and informa-
,'fbive record enables patrons of the school to become informed and prevents
id:i.ssa.t:i.s:t'a.c*l:ion and criticism because of lack of information relating to
school expenditures. Such a record also provides protection to school
cfficials in cases of controversy. ’

‘ Adequate accounting systems contribute to intelligent educa.iional
i:lannmg by local school officials. They also contribute to school

E D‘Minnesota Department of Education, Manual of Instructions for
Uniform Pinancial Accounting for Mimmesota School Districts (St. Paul,
19‘4 Revision), p. 1l.




- regarding financial aid to schools. In addition, adequate accounting

10
‘financial planning on state and national levels and provide data upon- ]

\Which state legislatures and the national congress can base decisions

| : _
ISYStems provide accurate and informative data for reports to local, state,

" . :
and federal agencies and facilitate school budgeting.
* A school accounting system shouid possess the quality of uni-

formity. Uniformity in accounting systems facilitates comparative stud—}

| .
ies among different schools or for different years within a single school
* 3

| } .
lsystem. Uniformity in accounting terminology and accounting systems

1 .
g'l'.hroughout a state would make the adjustment of school administrators to

new positons less difficult. It would eliminate the need for adjustment
l

{to a new and radically different system of finanecial accounting whenever
| ,
a superintendent changes positions. It would also simplify anmual audits

| : .
since the auditor would not have to spend time studying the accounting

system of every school he audits. Uniformity on a national scale would
extend the values derived in the individual stutes.,

Financial accounting for schools is a form of mnicipal account-

inge It is similar to the accounting required for city and county govern-
i

ilents in that public money is collected and expended for the purpose of

frendering public service as contrasted to the profit motive of private
!

|

enterprises. However, it appears that the similarity ends there. Servi-
2 i
bes rendered by school systems are different from those performed by mmic-
; . |

ipalities in general. The sources of revenues and the nature of expenstﬁ.-l
tures in school systems are quite different from those of cities or

é:cunties. Schools are required to make deté.iled financial reports reveal-

a
ing the function and character.of all expenditures. -City.and county |
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1

'financial records are designed primarily to safeguard the expenditure of
public money and to aid in the preparation of budgets.

Cities and counties usually employ professional bookkeepers

and accountants in sufficient numbers to maintain all financial records |

l
that are deemed necessary. Only in a relatively few large school systems

!

ar# accounting operations performed by professional personnel., Actually,
I

i < |
}‘the budgeting and accounting phase of the work of school administrators

1

is often considered as incidental., This is perhaps the most notable
i |

difference between school system accounting and that of cities and
count:.es.

It appears that school budgeting and accounting may be regarded

as a spec..al form of mnicipal accounting. Thus, the basic principles
of municipal accounting are utilized in the development and maintenance
iof school accounting systems. There is much evidence, however, that the
: Factual application of the accounting principles in school operation is
;different from that in cities and towns. It should be noted that the
?ﬁna.ncial accounting for large sehool distfiets may be quite similar to
that of other municipalities. However, the differences are magnified

| _ o ,
for the school districts with sm2ll numbers of students and limited funds.
E : |
The great majority of school systems in Oklahoma may be considered under

the latter category.

Status of Budgeting and Accounting
in Oklahoma School Systems
As previously indicated, anthorities on school administré.ﬁon

é.gree that the first step in the preparation of a school budget should
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involve formulation of the basic plan of the educa£ional progran to be
supported. The plans for expenditures and for'financing should be
‘|developed only after the educational services the school district desires
to offer have been determined. If there are insufficient monies to
support the desired educational program, it becomes necessary to reduce
or eliminate certain of the services set forth in the educational plan.
There is no other way to bring the educational, expenditure, and finan-
cing elements into focus.

In 1948 Kline12 discovered that only two of 77 Nebraska school
ibudgets which he studied contained statements relative to the educational
programs for which funds were appropriated. This was true even though
a{ppromatezy three-fourths of the school superintendents reported that
the statement of educational requirements is the most important part of
the budget. Although no comparable data are available concerning the
budget circumstances in Okléhoma, it is undoubtedly true that similar
conditions prevail as in Hebraska.

The budget form prescribed for use by Oklahoma school systems
comprises financial statements and audit reports. Space is provided for
detaied information relative to expenditures and over-all financing but
no provision is made for the presentation of inlformation pertaining to
the educational program to be offered. Superintendents of school systems
in Oklahoma who attended a workshop at the Universify of Oklahoma in

1952, recognized that there are wesknesses in the budgeting procedures

fow commonly utilized. Statements from the publishéd proceedings of the

12
Barton L. Kline, "School Budgets Need Improvement,! The

American School Board Journal, CXIX (August, 1949), De_Llie
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workshop indicate that educatioﬁal planning is a neglected phase of

school budgeting in Oklahoma:

It was brought out in the discussion that budgetary procedures
as-generally practiced in Oklahoma are negative in approach. By
this negative approach, we cut the pattern to fit the material and
have no opportunity to evolve services that are needed in Oklahoma
schools. : ;

It was agreed that budget making and budget practices as terms
are meaningless unless the administration takes a positive approach
in plamming the educational program which is needed in the communitys.

It was agreed that the matter of securing revernue to finance the
educational plan comes after the plan is made to satisfy the needs. L

W

Experience gained by the author in preparing 40 school budgets
for small independent school districts in Oklahoma from 1951 to 1955
substantiates the point of view indicated above. Little evidence was
encountered 6£ educational planning as an aspect of budget preparatién.
Budget forms were completed by the author from financial records kept by
the school treasurers and from statistical records obtained from the
offices of county sﬁperintendents. Ordinarily the individual school
superintendent became involved in the prccedure only when the budget for
the school was nearing completion and the total amount available for
jmmediate appropriation was knovm. The superintendent then decided how
the totael funds available for appropriation should be divided among the
four appropriation accecunts of the General Fund (Teachers!? Salafies,
Maintenance, Transportation, and Capital Outlay);- Decisiéns concerning
allocations of funds were generally made quickly by means of telephone
conversations.

The limited experience of the author in preparing budgets for

school systems reveals that members of boards of education sign budget

1
3Pugmire and Burkett, op. cit., p. 35.
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Forms but usually take no part in the development of the budget. Seldom!

;do members of boards of eéucation ask qpestions concerning the budgets ?
}hat they sign. Likéwise,.CIassroom teachers seldom if ever concern
ﬁhemselves with, or are invited to participate in budget preparation.
| | There are sgve:al facﬁors that tend to make educational planning;
ias the_first‘stéﬁ in budget making, haphazard in Oklahoma schools.
ECertainvschodl administrators reason that since there is never enough
:money available.to support a desirable school program they would merely j
be wgsting time if they planned such a program. They reason further tha#
fit is best to find out first how much money can be made available and then
fuse it as wisely as possible. It shoﬁld be noted that the limited amouné
- fof money av;iléble for stéte—aided schools in Oklahoma can be used for
gessentials without placing a definite, detailed educational plan in
éuriting. - ‘
; VA second reason why educational planning by school administrator;
'is neglected in the budget preparation procedure may be that routine .
gduties are so pressing that the administratorsrtend to‘neglect that uhicﬁ
is not specifically required of them. In the typical small high school
gthgyprincipal is kept busy as a full-time tgacher.or coach so that the
jsuperintendent often mnst deal with such mattgrs as adm;ttanpe slips forf
;students; discipline cases;'conferences withvpupils, teachers, or
Apatrons; purchasing of~suppl?es.and equipment; and so forth. If a |
financial report is required, even}the bpsiest superintendent’will see
that it is prepared. Hoﬁever, because the edgcational vrlan portion of af

budget i= not required by any higher official, the busy superintendent
‘tends.to.use.all. =f his available time for.other_duties.
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l It is generally recogm.zed that the budget form prescribed for

|
use in the public schools of Oklahoma is so complicated that it requires)

,ithe services of a professional accountant who has had experience in

|
[school auditing. At the workshop in educational administration at the

University of Oklahoma in 1952, R. L. McLean, a member of the State

Board of Educatlon, made the statement that: #The budget forms in use
:m this state are extremely long and comphcated."n" This complexity
discou.rages , study of budget conten’c. by lay members of local boards of

education. It may also be noted that school systems in which the school
:of.t‘icia.ls neglect to prepare an educational plan for the budget and have;
the financial elements prepared by an auditor, are not likely to gain .

all of the educational benefits attm.bubed to proper budgeting procedures.
‘ .

| Mclean mdlcat.ed e.:.ements of weakness in the accounting systems °
tsed in Oklahoma Schools when he stated that:

Many of the problems encou.ntered in the f:l.nanclng of schools in |
this state are traceable to the accounting system, or lack of a f
system. Too many devious methods of accounting are employed in the |
sciools of Oklahoma. They give no thought to uniformity nor to any |

;parent purpose whatevnr.
¥~ . It is a sad indictment of our systems of ‘accounting that only a !
sma]l percentage of reports received by the state department reflect .
a true picture of the status of the reporting school.  Only a few q
schools of the state can present an actual cost ana]ys:.s by unit or
function. In fact, no detailed; clear-cut:informative: accounting
system is kept. Without such a system, no school can possibly - T
reflect in its reports the use made of materials purchased. Reports’
that are made from inadequate systems of accounting cannot have very,
mich meaning in the study of cost analysis. "Such reports are of 15!

little valve to a study of comparative costs among school systems.
Legislation of the state of Oklahoma pertaining to school bud-

i
P
i
'
6
I
|
)

get:.ng stipulates specifically that Gensral Fund receipts (as contrasted

u’:bid., p. 41. ,?
Ibids; pe h2.
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to the Bond Fund, Building fﬁiﬁf or special cash accounts such as Indlan

‘Enrlchment money) mnst be approprlated to four accounts, namely:
Feachers' Salaries, Maintenance, Transportation, and Capital Outlay.
School treasurers, in maintaining accounting systems, generally utilize f

4
ithese four account classifications to ensure that expenditures will not

l .
éexneed appropriations. However, financial reports required by the State
Board of Education contain other classifications.

The Uni%ed States Office of Edﬁcation requires each state

| department of education to file a financial report relative to the i
flnancial operations of the schools of that state. The financial report;
_from the various states are compiled into a nation-wide report for dis- é
tributicn to persons or groups who can make use of such information.
In order to complete its report to the United States Offlce of Educa-
ulon, the Oklahoma State Board of Education requires an annual f1nanc1al
’report from-each school district. The state form includes financial
infogmation classified under eight primary accounts and certain aub-
’sidiary accountse. Thc eight primary accounts are titled in terms of %
fhe purposes for which money is expended. The accounts are: Adminis-
iration, Instruction, Plant Opcration, Plant Maintenancc,_Other School
jServices, Fixed Charges, Capital Outlay, »agd Debt Service. Expenditures|
?rom.the eight accounts are classified in the anmual reports in terms !
bf whether the expense was for elementary education or for secondafy
education.

Records maintained by means of the four appropriation accounts
appear to be inadequate as sources of data for either the state or

natlonrwide financial-reports. - Often the-classification of expendltures
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fmm the four accounts in tern_xs of the eight purposes constitues only |

!a guess by the superintendent. The state-wide financial report to the
United States Office of Education consists of an accumulat:.on of guesses

.t‘rom the indlvidual local school systems. It is obvious that such a i
"l _

freport is also inaccurate and therefore of doubtful value for comparative
or cost analysis purposes.

The need for improvement in budgeting and accounting for Okla-

|

|

l

|

; |
homa schools is widely recognized. This was evidenced in an announcement

. - — . }

:m the form of a letter to all school super:intendents»-in Oklahoma in *

‘unuy of 1953. The letter is quoted in part: i

There is evidence that improvements are needed in the pro-
cesses of budgeting, accowmtlng and reporting the financial
activities of the schools in Oklahoma. ' Several OCPEA groups have |
asked that the problem be studied with the State Department of i
" Education to determine what improvements are needed and to make
recommendations.. This committee wants the asqletance.cf superin- .
tendents and school boards throughout the state and invites all .'
of you to attend a work conference to study the problem. It is
the hope.of the committee that such a conference will promote |
fuller understanding cf the problem and give guidance toward a
practical solution. It is-possible that out of this effort can ‘
come a system of budgeting, accounting, and reporting which will 16
meet established standards of uniformity, adequacy and simplicity.

During the fall of 1953, work conferences were conducted with ,
boards of education and superiqtendents of schools from various areas of f

Oklahoma participating. A sunmary of repori:s of the confezfenees was :

!

compiled. It is interesting to note that most of the participants of

fthe conferences expressed a desire for revisipn of th_e_ present system Ofé:
ffinancial budgeting, accounting, and reporting in Oklahoma. The two '

lé}ﬁmeographed letter from Al Ha.rr:.s Che.:x.rman, Svecial
,Committee of OCPEA and President of Oklahoma Associat:.on of School ?

Administrators (July, 1953). o
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major requests for changes were in regard to uniformity and simplicity.
Almost all groups which studied the problem of financial budgeting,
-accounting, and reporting requested that there be uniformity between

lthe budget form, the accounting system, and reporting forms. There was

that the budget can be better understood and interpreted by laymen.17

i
|
i
{

|

promotes better -ducationa.l facilities and semces , it is undoubtedly

|
|
r
i

}jtise connected with the vs»;:haw. system. Specifically, the need for 2
'study of the budgeting and accounting procedures for Oklahoma school

i
!

:budgeting and accounting procedures for the public schools of Oklahoma.
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an equally urgent request for smphc:.ty of the budget form in order

important part of school administration and, r::.ghtly performed, it

of making the budget is left almost entirely to an accountant not other-

‘systems is reflected in three ways: -

While it is commonly ‘recognized that budgeting should be an

true that in the small independent school districts of Oklahoma the task
B

1. The budget form now in use is believed to be unnecessarily !..
long and complicated even though it does not indicate the educa-
tional program the .budget is designed to support. The complexity of
the budget form makes it unsultable for study by board members,
teachers, and patrons. ' |
2. There is little co-crdn.natlon between the budget form now
prescribed- for Oklahoma school systems, the account:mg systems usually
maintained, and the required financial reports. -

3. There is little comparability between financial reports
among the various schools of the state because of lack of a uniform
accounting system. .

Statement of the Problem 4
The problem of this study is to facilitate improvement in the

t:Lo » of Reports of the Area Joint Work Conferences o6f Boards
E&uca%:.on and_Superintendents of Schools, Fall——1953,. ed., Kelly

7The Oklahoma Cooperative Program in Educational Administra-

Askew (University of Oklahoma, 1953).
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As such it consists of three major parts:

l. Identification of fundamental principles of budgeting and
financial accounting for public school systems.

2. Revision of the budget forms used in Oklahoma school systems*
to permit’ the application of sound princlples of budgeting and
accounting.

3. The establishment of a unlform f1nancial acconnting system
which will simplify budget preparation, facilitate reporting of
financial data and provide reliable statistics for comparative
purposes at both the state and national levels.

| Authorities in the field.of educational administration commonly
ireggrd school budgeting, accounting procedures, and the reporting of
jfiﬂancial data as three parts of the total fiscal controljproblem. Tt
Fis generally recognized that weaknesses in financial reporting are often
gcorrecﬁédfihrough the use of good budget forms and accounting procedures.
;Thus, the primary purpose of this study is to effect major improvements
:in the budget forms phase of fiscal control in small independent school
%systems in Oklahoma.

i

Delimitation

The data in this study pertain primarily to budgeting and
faccounting requirements of the smgll independent school sjstems of
‘Oklahoma rather than to the special requirements of the few large
systems in cities such as Oklahoma City or Tulsa.

| A small independent school system is deflned, for the purposes
of this study, as a system offering instruction in grades 1 through 12
gand employing not less than 6 nor more than 4O teachers. Such school
%systems have major budgeting and accounﬁing problems bu£ usually function
?ﬁithout extensive facilities for detailed budgeting and accounting

lcontrol.
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' This study is restricted to the budgeting of and accounting for
school district‘funds used for current expense purposes and controlled
’clirecbly by local boards of education. It does not involve the handling
of student activity or other special funds.

I
{
-’ Sources of Data
| The information and data included in this study were obtained
| ' .

[from.the foilowing sources:

" 1. General literature in the field. g

2. Budgeting and accounting forms and handbooks obtained from
other states. ‘ - '

3. Oklahoma State Constitution and laws and regulations affect-
ing the budgeting and accounting procedures in public school systems.
| ‘L. Recognized authorities on school budgeting and financial :
! accounting in Oklahoma. A

5. United States Office of Education publications pertaining
to public school financial accounting.l8

Much of the information from recognized authorities on school
budgeting and financial accounting in Oklahoma was obtained as the author
participated in a number of meetings of the OCPEA Special Committee for

|
"Financial Budgeting, Accounting and Reporting.® The committee was

lappointed to work with the Finance Division of the State Department of
‘Education in developing a budget instrument, a voucher instrument, led-

¥

'i — e
.ger forms, and report forms to be recommended to the State Board of Edu-

cation for use in all of the school districts in Oklahoms.

lBFedera.l Security Agency, Offite of- Education, Washington, D.G;
‘Financial Accounting for Public Schools, Circular No. 204 (Washington:
Government Printing Office, 1952); United States Department of Health,
'Education, and Welfare, Office of Education, Washington, D.C., The Com- ;
'‘mon Core of State Educational Information, Handbook No. 1, Bulletin 1953,
No. 8 (Washington: Government Printing Office, 1953); United States
'Department of Health, Education, & Welfare, Office of Education, Third |
[Preliminary Draft of Financial Accounting Handbook (December, 1955), ‘

Mimsographed.
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‘{w - The committee was composed of a cross section of the group
lintefesbed in the outcome of the project. It included business mansgers
from large school systems, superintendents from large and smail school
asystems, a goupﬁy superintendent, a certified‘public accountant engaged
in the educational field, the directors of school finance in Oklahoma,

and two college professors of educational administration.

|

|

| Procedure

: |

i The first step undertaken in this study was the identification

of desirable practices and procedures in budgetlng and accounting for
!school_systemg. This was a@tgmpted by a survey of pertinent literature.
‘Lite?ature surveyed for suggestions included docto;al studies, profes-
sional books in the field, publications from the national and state

ldepartmen.ts cf education, and relevant maggzine articles appearing in

leading educational magazines during the past 20 years. Practices and
procedures in public school budgeting and financial accounting were
identified and considered to be desirable in terms of:

. 1. The oplnlons of national aﬁhhbfztles’ln the field.

2. The opinions of persons considered to be leaders 1n school
administration and school finance in Oklahoma."

3. The. Judgment of the-author based on his experlence as an
accounting major in college, as a mmnicipal auditor, and as an admin-
| istrator for a small independent school system for the past 9 years.}
' . hadRAE 4
! . l

The second step was the identification of the legal requiremeqts!
gpertaining to public school budgeting and financial accounting inzbkla-
; . , o e , :
thoma. This information was obtained from an analysis of the Oklahoma

|

i A
iStatutes, Title 68, concerning Revenue and Taxation;19 Bulletin No. 1&5-?

19 | . i ’ (
Oklahoma Statutes, 1951, II, pp. 496-T18. |
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j . , ) A
.of the Oklahoma State Department of Education Entitled, "The School {
' |

Finance and Transportation‘l.aws Including fhe State Board of Education {

[ .
Regulations for Admim.stratlon"'zo The Oklahoma School Code as Enacted by

| |
the 1949 Leglslature of the Stai?e of (_)klahoma and Subsequently Amended by

|

| oy

[the 1951, 1953, and 1955 Legislatures; and parts of the Constitution
:of the State of Oklﬁhomaz‘? affect‘ing budgeting and financial accounting

i‘or public school systems,
' _ The third step in this study involved the formation of a school
i . St _ ;

;budget”instrmnent which permits the application of sound principles of

, ,budgetiné and accounting and yet conforms to present Oklahoma legal

freqlﬁ_rements concerning public school budgeting and financial accounting.
gMuch research went into the development of the' budget form recommended :ul1
this report. The budgeting and accounting forms from a majority of the
states were reviewed critically for desirable features that might be
adapted for use in Oklahoma. Bulletins from the United States Office of

Education were used as a guide for determining standard account classi-

_flcatlons and terminology for use in the budget :Lnsbrument. Lerviews
iwere conducted with auditors from public utility compan:.es » cerb:.f:.ed
publlc accountants engaged primarily in nnm1c1pal auditing, the State

{
’ 20
Oklahoma Department of Education, The School Finance and

Transportation Laws Including the State Board of Education Regulations
,for Administration, Bulletin No. 145-H, _955—57 (Oklahoma City, 1955T

! 21
? Okiahoma Department of Education, The Oklahoma School Code

ias enacted by The 1949 Leglslature of the State of Oklahoma and Subse- !
_jouently Amended by the 1951, 1953, and 1955 Legislatures (Oklahoma City,

*1955) | |
| 2 L
| Oklahoma Statutes, 1951, I, pp. 43-136.

i
3
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IDirector of School Finance, and the State Examiner and Inspector. These
fntgririews provided much practical information especially concerning
legal requirements relgtive to school budgeting.

The resulting budget instrument was mimeographed, distributed to,

and discussed with s_elected school administrataqrs ihclud.ing members of

| |
jzhe Oklahoma Cooperative Program in Educational Administration committee
| X . - :

|
on school budgeting, financial accounting and reporting. The instrument
was studied at a regular meeting of the committee and suggestions for

improvement were made by menibers of the cqmnitt_'ee'. Further conferences

1
were held with the Director of Sc;hool Fin_ance and wj.th’ the State Examiner

Tand Iqspector. The proposgq bu_dget instr_qmegt Was modified according to
%accepted suggestions and again presented at a special megtiﬁg of the
fOCPEA committee. Numerous changes were made in the proposed insthnnent
I’t:’e:t‘ore it iwas incorporated :Lnthn.s research repcrt.

|

i
i

were devised to relate directly to the budget instrument and existing

In the fourth step, accounting classifications and ledger forms

ffinancia.l reporting requirements. An attempt was made to arrange the

é
accounting forms to provide the financial ini‘ormation needed by small

g .
independent school districts in the simplest and least time consuming

'‘form possible. _ _
g The fifth and final step of this study involved the preparation
:jof this research report. The succeeding chapters of this repprt are

::concemed with the analysis and organization of data and the presemtation
f:of a proposed budget instnmqnt and ac_counting system for adoption and
fuse by public schools of Oklahoma. Chapter II briefly reviews related

{




2L |
gtudies in public school budgeting and accounting. Chapters III and IV §

|

present data in the form of principles of budgeting and financial ac-

l S | |
lcounting for public schools. In Chapter V is set forth the budget
| : ‘ _ ) , '
i:i_nstrmnent and a related system for uniform finaneial accounting. A
sumnary of this investigation and conclusions are provided in Chapter VI.

]

i s g Srre ot v S £ o e




CHAPTER IT

RELATED STUDIES
Public education has long bezen a unique characteristic of the
‘American way of life. Although public‘ support of elementary schools is

found in most foreign countries, the United States is one of the few

|
nations with a public school system ranging from the elementary school
| .

'throngh the university. Public support of education in the United State;s
iarlses from the beiief that the welfare and progress of the nation and
gn.ts people can best be assured through universal educat:l.on.

i The foundation of the American sysbem of public education was
:la.ld in the early national period during and immediately follow:mg the

Amerlcan Revolutionary War. By the previsions of the Ordinance of 1785,
gthe lands of the Western Territory were surveyed into congressional
;townships six miles square, each township having thirty-six lots one'
Emile square. The Ordinance reserved lot 16 of every township for the
imaintenance of public schools within the township. The prix_xciple in this
f:precedént was followed when states were admitted to the Union under the
%Federal Constitution. Some states rece:.ved more than one lot of each
%cong‘essional townst_lip.. All of the states, including Alaska Terr:.tory,
freceived almost 100,000,000 acres from these grants. Thus, public

educa.tion in the United States received early encouragement by the .
national government .wh:.ch ~in giving. the land to the_individual states 5.

25



26

E;;coénized in effect that the states had the primary féé;bﬁsibiliﬁy formé
;the general support of public education. Provisions for the support of é
fplii;lic education were made in many of the state constitutions and edu-
cation flourished to the extent that by 1900 the public high school was
?acqepted as a legitimate éxtension of educational facilities at public
fexpense. While public.education in the United States has prevailed for ?
?approximately 150'&ears and universal education has been available
ithrough high school for over 50 years, formal bndgeting and accounting
for schools is a relatively new field.

Formal budgeting for municipalities in general is a rather new
%development. "The first budget ior the national government was made in
_;:1921. Interest in school budgeting began about the same time. In recent
years it has become increasingly apparent that the budgeting and ac- |
gcounting procedures recommended by the earlier experts were not being
?followed. Since about 1948 a renewed interest in school budgeting and
?éccounting has been indicated by the number of doctoral studies and
‘magazine articles in the field. It should be noted also that maJor
%research studies in public school accounting haﬁe occurred during this
fperiod.

The first significant study pertaining to public school budgetlng
‘wWas completed in 1922 by Twente.l His study involved an investigation of
budgetany facts for the state of New York and budgetary practices as

reported by superintendents of schools in a nation~wide inquiry. The

1 :

~ John Wesley Twente, Budgetary Procedure for a Local School
‘System (Published Doctor?s dissertation, Columbia University; Montpeller,
Vt.. Capltal Clty Press, 1922). ;
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prevalllng budgetary'procedures as revealed by the study'were analyzed |

‘

éln terms of standards accepted»by experts ;n educational finance.
:Twente—reported a great ﬁariation in budgeting procedures among the
States and among the various schools in a single state. His investi-
%gaﬁion clearly revealed the need for more desirable budgetary practices .
in linevwith the standards accepted and recommended by experts in school
!financial management. He proposed principles and plans for budgetary
‘procedure in a local school system. Fdllowing is a brief statement of
the budgetary principles advocated:

It is the responsiblllty'of boards of education to:
l. Limit appropriations to income. =~ =
2. Act as the reviewing and adopting authority.
5. Approve finances to provide for execution of policies adopted.

It is the respon31b111ty'of the superintendent to:

‘1. Direct the compilation, presentation, and defense of the
budget.

2. Counsel his staff. 7

2. Take the board and the public entirely'lnto his confidence. .
In regard to budget estimates and the budget°

1. Time should be given for its intelligent’ con51derat10n.

2. It must be binding on the administration.

3. No reviewing body should have the “power to decrease the
amounts estimated.

Lo Uniformity in forms is essential to good procedure.

5. Unit costs are most desirable. ‘

6. A large surplus of funds for any one item is undesirable.

7. Financial comparlsons Wlth other comparable systems are
important. .

8. Monthly financial statements should be given. -

9. The educational and financial records of the board of edu-
cation shogld be submitted to an independent audit at regular
intervals.

Many of the principles relating to good budgeting procedure advocated by

Twente in 1922 are considered desirable by present day authorities. ;

Ibldo, ppo ],31“133 L]
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Another early study and still perhaps the most extensive concern-

—————

i

ing budgeting practices was completed by DeIoung3 in 1932. Data were
ggathered by means of a questionnaire sent to all school systems in the
:Ueited States which were located in cities ranging in population from
:5,000 to 100,000 (1930 censue); from personal interviews by the writer .
;with officials of 20 schools; and from letters and newspaper clippings. :
A 22-page guide was used to aid in the interviews. In all, information :
:concerping budgeting practices was received from 821 schooi systems. .
Results of the investigation were reported under four major headings:
(l) preparation of the budget, (2) presentation and adoption of the
buuget “(3) ‘administration of the budget, and (4) appraisal of practlces
and budgets. DeYoung reported numerous 31gnif1cant findings concernlng
public school budgeting in 1930. Those findings, while too extensive -
for 115t1ng in this study, formed the basis for his book copyrighted in é
| 1936 and again in 19&6.h The author recognizes the great contribution te
the knowledge of public school budgeting that has been made by DeYoung. :
‘ At approximately the same time as DeYbung's investigation a
‘study was being conducted by'Werds concerning the administration of schoel
%budgetslin independent districts in Oklahoma. Ward completed his study

in 1933. It includes many facts concerning the actual incomes and

3 - '
Chris A. Derung, "Budgetary Practices in Public School Admin~
istration" (Unpublished Doctor's dissertatlon, Northwestern Unlversity,

1932).

L ’
Chris A. DeYoung, Budgeting in Public Schools, (Chicago: John j
S. Swift Co., Inc., 1946). |

: 5John Ward, "The Administration of the School Budgets in :
 Independent Districts in Oklahoma™ (Unpublished Doctorts dissertation,
The_University of Oklahoma, 1933). B ;
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‘expenditures of 342 mdependent school systems in Oklahoma dur:mg.the
:school year 1929-30. Data for the major portion of the study were
‘obtained from the annual financial reports and budgets filed at the
state capi.ito.l.’
‘ Data were displayed in over 100 tables in which the incomes and
;expex.lditures of the several echool systems were presented in comparable
form. The total number of schools in the study were divided into 11
groups with comparable average daily attendance. No attempt was made 'to:
'deveiop funde.ment.al principles or methods of budgeting for public schoole.
Wardts research pointed up speeifically the inequalities of |
educational opportunities ex:.stlng among the school districts studied.

It emphasized also possible flaws in the accounting and reporting

o fe}stems of the schocis involved by revealing extreme variations in the

per cent of total e:me'v.a:l.tures reported for each ma_]or division of
‘expenditure. The study indicated that school budgets should be more
‘:carefully prepared and more surely administered. It pointed up the
‘Timportance of a reliable and uniform system of financial accounting and
reporting of public school funds.
As a result of his study Ward stated several conclusions, only
one of which bears directly upon this problem°

Expenditures per pupnl in average d.a:.ly attendance for budget ~
items, both major and minor, show-enormous variations in many school
systems. Under normal conditions, in school districts confronted
with practically the same situations, there would appear to be =
scarcely any reason why such great variations should occur. School
budgets-mst be prepared more carefully, administered more scienti- |
fically, comparable financial data must be at hand, and school { P
administrators must be more skillful in their correct mterpretatlon.

—— 6Ibid., Do~ 55k - -
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-
i An investigation of budgetary procedures in 72 municipal and

'
H
1

’other independent schools in New Mexico was completed by 'I'oZLII.e7 in 1938.'

The statistical data for the study were appl:.cable to the school
'year 1931;735. To]_le'a study involved determination of: |

1. The ensting ccnstitutional and statutory provisions for
public school budgetary procedure in the state of New Mexico.

2. The relationship of existing procedures to accepted standards
for school budgeting.

3. The changes necessary to make existing budgetary procedures -
conform to accepted standards. '

~ He made a careful analysis of the statutes of New Mexico con-

‘cerniug school budgeting. His data relative to prevailing practices and
:.procedures were secured by means of a questionnaire. His investigation
greveeled that budgetiog, as_practiced in‘ 1934-35 in 72 schools in New ‘
éMexi.oo, only partially conformed to accepted standards. In none of the ,
gschools were the standards_ for the elemefrts of budget form, prepar'ation,'i
;justii'ic_ation, adoption, and administration adequately achieved.

On the basis of his study in 1938, Tolle made certain recommen-
‘dations. Those pertinent to the present study are summarized as follows:

1. A budget form should be adopted which will provide for a
statement of the educational policies which the budget is to support
and promote. |

2. The superintendent should be assigned definite responsi=
blllty for compiling the budget, establishing its’ justlflcatlon, and
carry:mg cut the provisions of the adopted budget.

3. The power to adopt school budgets should rest in the county,
municipal, and other mdependent boards of education.

L. School budget hearings should be held. ’

5. Income estimates should be based on a detailed enalysm of
all sources from which income may be expected.

6. Expenditure estimates should be based on unit costs, while
estimates for personal service should be based on salary schedules. ;

7Vernon Otis To.CLe, "Budgetary Procedure in the Municipal and
Other Indepehdent School Units of New Mexico' (Unpublished Doctorts
'dissertation., University of California, 1938).
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7. An appropriate accounting system should be a adopted and
followed.

8. The state educational budget auditor should be an employee
of the state board of education and should be a member of the state
department of education. :
. In 1948 Kline® completed a study of budgets and budgetary pro-

cedures in 77 school systems in Nebraska located in cities of 1,000 to
?h0,000 population. His study consisted of an analysis of budgets and
| ‘budgetaxfy procedures in terms of practices approved by school adminis-
trators.

He discovered the.t only two of the 77 budgets analyzed erere

‘accompanied by statements of the details of the educational programs

for which financial support was provided. He found this to be true even
: Ethough approximately three-fourths of the school sgpe;'iqtendente :invoived
in his study reported that a stabement of the educational programis
‘the most important part of a school budget. While 79.0 per cent of the .
isuperirrhehdents indicated that the preparation of a budget should be a :
fcontinuous process, only 42.7 per cent reported that, in actual practice,
%it is continuous. His investigation revealed fﬁrther that all respond- .
ien‘bs agreed thal an adequate accounting system is necessary 1.f proper ;
‘budgeting is to be accomplished. However, except in large school
'systems, practices in budget preparation and administration are not com-;

mensurate with the sums of money involved or the number of ‘persons

affected. In none of the budget reports studied was there evidence that

8Ba.rtan L. Kline, "Anﬁl:.catlon of the Principles and the i

?Stattrbory Requirements of Budgetary Procedure to Budgetary Practices :
in Article XXV Schools in Nebraska"  (Unpublished Doctorts dlssertatlon,,
EColorado State College of Education, 1948).
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(the financn.al needs of other local government agencles ‘were considered ;

’1n conannction with the financial needs of the school system. _
Kline came to the conclusion that principles of budgetary pro-

cedure as taught in college classes in school adm:.nlstratmn are not

: carrled over into on-the-job practice. As a partial remedy, he sug-
rgested that state superintendents of public instruction should provide
mproved budget forms, should provide guides for interpreting educational

‘programs s should demonstrate how the.flnanclal programs of various
‘governmental units may be integrated, and should provide a standard
'fdevice for indicating unit or department costs. He reconnnended, furtherj,
?that_ a clear statementv 3: the educational program should be required as

.an element in the preparation and administration of a school budget.

An investigation of the budgetary process in public schools of
Wyoming was reported by Thomsen in 1953. His study was made as the

'first step in-vectifying undesirable conditions then existing. Data were
Esecured fmom the budget documents oi_‘ 30 selected public schools, from |
équestionneires completed by the school superintendents' and clerks of

?the school boards, and from research studies pertinent to the subject .
gThe conclusions reached by Thomsen may be summarized as follows:

l. In only a few Wyoming school districts were the budgetary
practices in 1951 in accord with those recommended as being desir-
able. ‘

2. In most respects the budgetary.procednres in large school
systems were better than those followed in smaller systems.

3. Budgets generally were inadequate as to inclusion of
explanatory or descriptive materials.

L. The budget form used in the common schools of Wyomng was

inadequate.

9B.oberl'. R. Thomsen, "An Analysis of Budgetary Procedure in

L‘w‘yom::.ng Schools™ (Unpublished Doctorts dissertation, University of
Wyommg 1952)
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On the basis of hlS mvestlgation, he made several recomendatlons

'in regard to the form of a school budget. Four of his recommendations are
pertinent’to the present study: |

1. Forms and worksheets should be devised to facilitate the
collection and summarization of necessary data.

2., Provisions must be made within the budget document for
adequate oloseseification of receipts and expenditures.

3. ‘The budget document should contain a summary of the educa-
tional needs of the school child as the focal point toward which all
activities are directed. ,

L. Adequate clerical facilities should be provided to perform
the detailed work involved in assemblying and summarizing budgetary
data.

In almost all of the studies pertaining to public school budget-

‘ing the authors recdgnize the necessity for a good accounting system in
?order to intelligently prepare and administer a budget. Aithough the
:interdependence of budgeting and accounting is recognized, no attempt
fappears to have been made to study the two kindred problems as one. In 5
zfrecent Yyears there have been several investigations concerning i‘ina.nciali
‘accounting for public schools. Research studies involving the analyza-
tion and improvement of financial accounting systems for publ:.c schools
;and the auditing of those accounts are pertinent to this study.

10 i

In 1946 Good developed a uniform financial accounting system !

which he recommended for use in school systems in the state of Nebraska.
His accounting system was based upon ideas expressed by atrbhorities in
tne fields of school admn.m.stratlon and accounting and the best features

:of account:.ng practice in school systems and in business a.nd mdustry.

10 ' | T ;

Leonard Francis Good, ™A Uniform Financial Accounting System E
for Nebraska Schools' (Unpubl:.shed Doctor's dissertation, University of
;Nebraska, 19’.;6) .

3
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. ’He developed hls uniform accountmg system in accordance w:!.th speci.fled
;cr::.tena set forth in mtings in the field of accounting and school |
administration. | The criteria were examined and approved by 13 coﬁnty
;‘superintendents. Hhen the proposed uniform financial accounting system ._
for Nebraeka schools was completed it was presented to the 13 county
Zsuperintendents for their judgment and recommendations. In compliance
with suggesticns from the county superintendents, a handbook of account-
| :mg instructions was developed to'faeiiitate the use of the systen.

On the basis of his study, Good recommended that his propesed

system be adopted in Nebraska and that the State Department of Educa-
tion supervise the establishment of the system in the schools and be
?responsible for a yearly audit of each school!s accounts. He recom-
Tmended further that school accouqting systems should be sufficiently
uniform throughout the United States to make feasible the comparison

5fo’i‘ elements in various reports. |
| | Ya'besn__comple'hed a master's thesis in 1949 in which he advocateél
:an accounting system appropriei;e _fozf ‘use in sma]_'L _indepepdegt_ seeqo}
districts in Oklahoma. The study includes a compreheneive summary of
%the Oklahoma sehool laws relating -ton the responsibility of Aeel_'l'_.ein“ |
‘'school officials for school financial accounting and reporting. The
method of _recoz_'ding reeeipts and expenditures and pi'eparing i‘inancial
statements presented was based on the records kept by the officials of

the public schools in the cities of Norman and Purcell. The enactment
iof the Oklahoma School Code in 1949 made much of his work obsolete.

——

u‘th.llage Eugene Yates, '"The Accounting System and Reports for a4
Small Independent School District in Oklahoma" (Unpublished Masterts
thes:..., "m.vers:x.ty of Ok‘lahoma, 1949). é
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: ys'ystems that were prescribed or made available for use in the public

schools of the United States was reported by Holmgren in 1950.2 Cri-

terla for Judging the effectiveness of the various accounting systems

were developed from a study of literature in the field, recommendations -

of the United States Office of Education, and a study of municipal

é.ccounting textbooks.

~ Accounting systems of the several states were evaluated in terms

of these criteria. Holmgren concluded that most of the state department$

of ecducation appeared to have prepared inadequate ma.teriai for the

instruction of local school officials in the correct use of financial

An analysis and critical evaluation of the financial accounting

i'ecords and reports. He reported that only 11 states provided accounb:.ng

handbooks and only f:.ve of them had been revised or issued since 1940.
Holmgren found evidence that integration of budgeting and
éccomting was important and repor’céd i‘:md:.ng the following mesthods in

use for achieving such integration:

1. Use of common terminology in the budget and accounting form, *

2. Presentation of a general discussion of budgetary procedures
in the accounting handbook.

3¢ Directions from state departments of education for developmg

and using the budget.
4o Requirement of monthly reports of unencumbered balances.

forms., :
6. Introduction of a copy of ige budget into the minutes of

local board of education meetings.

5 Provision of space for the budgeted amounts in the accountiné

lzﬂm:'nn Eduard Holmgren, nState Public School Accounting

1950).
131bid., p. 112.

Procedures" (Unpublished Doctor's dissertation, University of M:x.tnlescﬁ:a.,f
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His study indicated that budget practices improved as s the result of

zlmproved accounting procedures.

4 Holmgren summarized the accounting procedures of the various
states in terms of the criteria he developed for the purpose of judging .
a desirable accounting system for public schools. He then proposed an
faccounting system and an accounting handbook for use in the public
'schools of Minnesota. His proposed éystem was in accordance with the
criteria which he felt defined a good system of accounting for public
school finances.

In a study closely related to budgeting and accounting for school
systems. Seldel;h examined the current p:actlces in auditing publlc school
ifunds in California and estatlished principle; and procedures as a guide'
%to the auditing of(school finances. Final evalugtion of the principles
and procedures which he recommended was made by a selected jury of cer-
ftified public accountants who had recently completed audits for school
districts in California. | B

As auditing is a part of the total fiscal procedure for school
systems, along with budgeting, accounting, and reporting, it is interest-
iing to note the principles for school fund auditing as determineé by
%Seidel's investigation. The following list of principles and recommen- ;
dations are abstracted from Seldel's study | 7 o

1. Authority and responsiblllty for the audit should be definite.

2. There should be an annual audit.

3. The audit should be an independent external audit.
L. There should be a written contract for the audit.

1kvaughn Drips Seidel, "Audltlng Public School Funds in Cali--
’forn%a" (Unpubllshed Doctor's dissertation, University of California,
1950)e ——  —- S -
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5 Bidding for an aud:.t contract is unsatlsfactory.

6. There should be a written audit report. '

7. The written audit report should contain: (a) a certificate :
of audit, (b) financial statements and schedules, and (c) the
aud:.tor's comments and opinions.

8. .The auditor should not consider educational pollcy.

9. The auditor should be qualified.

10. The minimum audit should consist of a preliminary review of:
(a) the financial transactions of the school system for the year,
(b) the revenues, receipts, assets, liabilities, and reserves, and
(c) the budget accounts.

11. Laws should be enacted to assure every school district an
adequate external audit.

12, Proper qualifications for school auditors should be
established.

13. A handbook providing directives and procedures on public
school auditing should be published for school auditors.

Angells made a study of internmal school finance with reference
'to extra-curricular account funds. Certain phases of the problem are
appllcable to the study of budgeting and accounting of board of educatlon
‘funds. The object of Angel's study was to identify successful and |
idesira.ble procedures in acceunting for extra-curricular funds and to
E1:0:‘esent them in a form designed to aid in the improvement of practices
:x.n other schools.

The data were gathered from a review of 450 periodical articles -
;'concerning student activity accounts and from a normative-survey questioh-
‘naire sent to four schools in each state., The four schools chosen froﬁ
.each state to participate in the survey were recommended by their state
‘departments of education because of their known good record in managing '
student activity accounts. In addition to supplying data for a handbook

‘on desirable practices for school activity accounting, the survey

1 i
. 5Grcver La Marr Angel #The Management of Internal School }
F:.na.nce with Reference to Extra-Curricular Activity Funds® (Unpubl:.shed
‘Doctorts d::.ssertat:.on, George Washington University, . 1952) !

| — e
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,-revealed trends which indicate smi'l.ara.ty be’cween ‘the accounting prob-

!lems met in student actn.v:.ty accounts and the problem involved in this
‘study. Among others he noted a trend toward:

1. Use of the budget system for individual organizations..

2. Establishment of a central budget which pools all activity
so that money from the larger revenue producing activities may be
used in the support of the smaller, non-revenue producing activities.

3. Giving special attention to the preparation of budgets and
the holding of hearings before their adoptions so that the pupils
may get more educational experiences.

4. Establishment of a centralized account plan with the use of
standardized procedures. These include: (a) required requisitions
for the purchase of goods, (b) invoices and.requisitions for the
payment of bills, and (c) payment of bills by check. |

5 Adopt::.on of more stringent accounting methods following the
act of 1941 by the federal government which required a payment by
schools of a tax on admissions to all revenue producing activities. .

6. The practice of having extra-curricular funds audited at
least annually.,

7. Publication of financial statements in local paperz and
school papers and placing them on school tulletin boards.t

Doctoral studies form only a part of the reseérch and reports
gconcerm’.ng budgetving and financial accounting for public schools.
'Valuable contributions have been reported through articles in profes-
%sional magazines, References to such contributions are made in later
‘portions of this report as data are pertinent to the topics being

I'discﬁssed.

161pid., p. 61.




CHAPTER ITI
PUBLIC SCHOOL BUDGETING

Introduction

The early history of public schools in the United States
indicates that “financial affairs of school systems were usually conducted
by 1oy members of local boards of education. It was common practice
for local school boards to perform functions such as the employing vof
teachers, establishing of salaries, and purchasing of school supplies
and equipment. The school superintendent was concerﬁed only with the
direction of the academic phases of the- educational program and did not
become involved in a major way with the financial management of the
school system. In recent years, however, the pattern of public school
financing has changed drastically. The financing of local school systems
is affected by the extent of state and federal aid, nature of the mini-
Imm programs established in school sites, and the varied specific re-
quirements for securing and using available school funds. Today the
financial structure for school support is extremely intricate. It has
become increasingly apparent that lay members of boards of education

are not prepared, nor do they have the time, to maintain financial

records and perform the innumerable other duties that are necessary in

he financial management of independent school systems. The financial

39
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management of a school system.today requlres the services of an indi-
fvid_ual with specific preparation for the task. That individual in a
‘small school system is the superintendent of schoqla.

| Since the advent of universal public education and the increas-
5ing1y complex scientific and indixstrial era, the planning of a suitable |
educatlonal program.to fUlflll ‘the varled and rapldly changing needs of
‘all students has become compllcated. Therefore, charting the educational
.courrse for a school _system also req'dlres the services of an ind:.v:l.dual
with specific preparation for the task. That individual in the smail
.gystem is agadn the sﬁperintandenthof schools.

School budgeting provides a means for charting an intelligent
‘educational program which is commensurate with available and poasible
financial resources for its support. Huggett' reports that it is almost
zimpossible to outline any sort of plannedvprogram for the future unless
E1:here is a budget. Schools and other governmental agencies need a guq’.de:
:to use in getting the most for their money and in securing proper al}q—
fcation of funds. Without,sdch a guide it is easy to overspand when an
iunforseen demand arises or to spend excessive amounts of money for favor;
f:.te or spectacular enterpr:.ses at the expense of equaJJ.y :meortant phas_e;a
7of_the regular school program. The complex edncatlona; program and flnan-
cial structure of a school system today makes it imperative that these

elements of educational administration be based on a carefully designed
‘budgets In speaking about the responsibilities of local school authori-

ties for good budgeting practices, Henry F. Alves said: %

1 : . — —
A Albert J. Huggett, Practical School Administration (Champaign,
Ilinois: The Garrard Press, 1950), p. 153. ;

A i 4 i [P A SR




L1

Our commmnities have a right to expect us to provide a complete~
financial forecast of both expenditures and receipts which is based .
on the educational plan and which takes into account past experlence,
present conditions, and future needs. Schools mst be responsive to
ever-changing needs of a society that is becoming increaszngxy
complex.2

e = —

"Authorities commonly agree that today it is the superintendent of schools
who must take the leadership in ail phases of school budgeting.

Functions of a Schooi Budget

In Chapter I of this report, concepfs of school budgeting are
presented which appear to indicate that budgeting involves: (1) planniné
the educational services to be purchased, (2) calculating the cost
fthereof,':énd (3) determining the means of financing the expenditures.
DeYoung defines school budgeting in the following manners:

The ideal school budget may be defined as a complefe financial
forecast of both expenditures and receipts based on the educational -
plan. It takes into congideration past experience, present condi-
tions, and future needs.>

%DéIpung's definition emphasizes that careful consideration must be given.
?to both the educational and the financial sections of a budget.

Britton designates the significant elements of a desirable
Eschool tudget by stating that the budget should be a revelation of:

1, Educational pclicies, practices, and objectives,
2. The reasons therefor,

2D. Ross Pugmlre and Jess Burkett (ed.), tPractical Approaches
to Designing and Financing School Programs to Meet Current and Increasing
Educational Needs of the Commnity," Proceedings of the OCPEA Workshop
in Educational Administration, July 7-11, 1952 (The Committee for the
Co—-operative Program in Educational Administration of the Oklahoma
Association of School Administrators, University of Oklahoma, Norman,

February, 1953), p. 29.

| 3¢hris A. DeYoung, Budgeting in Public Schools (Chicago: dJohn |
S._Swift_ Company, Inc., 1946), _p._8. '
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3. The immediate and expected school needs, and
. The proposed means of their fulfillment.

In order to clearly indicate the primary functions of school
bpdgets,'authors comonly refer to them as being composed of three parts.

The three parts are the educational plan, the expenditure plan, and the

financing plan. The financing plan is often referred to as the Yrevenue
plan™ and the terms are used interchangeably. The three parts must be
integrated to form a desirable school budget.

The intent of the educational plan, as a part of the budget, is

to answer the question, 'ihat educational services should the school

| district buy?“A It should réveal the scope of the school program proposed
for the ensuing Year by presenting both the immediate needs of the school
system.and the long-range educational objectives. Formation of the edu-
cational program may require that the board of education make_numerdus
policy decisions relative to such academic matters as: (1) What portion
of the teaching effort should be expended for college bréparation

courses? (2) What inducements should be offered in order to attract and

hold oufstanding instructors? (3) Vhat typés of vocational education
Ehould be offered? (4) What cultural and recreational learnings are
needed by all students in this cormunity? In effect, resolving these
issues calls for statements of educationéi policy to be recorded
directly in the budget, at least in sumary form.

Thomsen reports that the section of the budget devoted to the

educational plan should:

| “Ernest R, Britton, "Is Your Budget Justified?” The School
Executive, IXTT (February, 1943), p. 36. :
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; e o o have its attention centered upon the objectives s ideals,

f emphases, and standards to be achieved, and the major policies

' adopted to carry out the purposes, espec:.ally those relating to
curricula, services, organization, personnel, materials, and hous:n.ng

5

;DeYoung supports the same point of view in discussing the educational

plan vhen he states:

| In brief the educational pla.n, as the work program of the budget ,
lays out the work to be dcne, the policies to be followed, and the
points of emphasis. It gives the budget builder a basis on which to
jnstf}iy his rgquests for expenditures and receipts to meet these
requirements.

It is the consensus of authorities in school admi.ﬁistration that
the budget document should describe completely the educational pians for"
':the year ahead. The budget instrument should provide this information
‘although, in commen practice, it is omitted except in some of the budgets
;of very large city systems. In 1948 Kline7 reported that only two of |
;77 Nebraska school budgets which he studied contained statements relative
to the educational program for which funds were appropriated. The budget
:instmmeﬁf prescribed for use in Oklahoma school systems does not provide
::f.‘or a statement pertaining to the educational program planned for the
school district.

‘ There is Justification for the use of mmch time in the develop-
ment of the educational plan of a school budget. Schools exist primar:ly

i‘or the educational well-being of children and the only reason for

school expenditures is to provide desirable educational circumstances.

5Robert Re. Thomsen, "Analysis of Budgetary Procedure .m Wyoming |

Schools" (Unpublished Doctorts dissertation, University of Wyoming,
1952), p. 92.

6DeYoung, Budgeting in Public Schools, p. 26.

7 ;
Barton L. Kline, "School Bu Need ove
School Board Journal, . CLb{ (August, -1 L;9§ p? z,zpr rovement,® , The Aglericag

'
3




Ll

§J.‘t:a.te educa.tiona.l opportum.tles for children. Only to the extent that
the budget expedites educational achievement can it be justified.
'Therefore s its preparation should involve a careful consideratior of the
feducational needs of the school district. The educational plan is the
most important part of the budget and constitutes the basis for expendi-
ture and financing programs.

The spending plan of the budget should be an analysis of the

cost of the ‘educational program proposed. Its purpose is to translate
the educational prograni accurately in terms ‘of dollars and cents.
Speaking of the spending plan, Gores reports:

o o o the dollars should be firml&' tied to reeds and services so

that if cuts must come the 'a.m)roprn.a.tn.on body will focus its atten—
tion on what needs will remain unmet rather than on what dollars m.ll

‘ be saved.
1]’.ni‘orma.‘l::i.on concerning the cost of the proposed educational prbgr;n
should be so displayed in the budget that upon final a.pproval it will be |
iclear to all concerned what services are being purchased and what ser-
gvices or needs are eliminated because of lack of funds. Such knowledge
1s likely to result in a careful study of past expenditures and incomes
w‘::ich may make possible an extension of the educational services offeredi

through a better administration of funds.
The financing plan of the budget reveals what funds will be

available to meet anticipated expenditures in the spending plan. It
presents estimates of receipts from all sources and indicates the tax

levies. Pre-determined estimates of receipts should not be allowed to

’ 8I-Iaro].d B. Gores, M"Social Aspects of ‘the .School Budget,™ The
School Executive, LXX (Jamuary, 1951), p. 60.
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constltute the b331s on which the budget is developed. To determlne pro-

Perty valuations, establish tax rates, and stipulate the amount of funds
' available before developing the educational program to be supported is,
fih effect, "putting the cart before the horse." Such a negative approach
;tends to focus aﬁtehtion on the cost of the school system and not on thei
‘educational facilities to be provided. When cost of the school operation
'is allowed to become the primary consideration, the likelihood of improve-
men£ in educational services is limited. According to Pittenger:. |
Budgets which start with an estimate of income seldom enter seri-
ously into the field of educational planning and usually'practlcally
repeat the previous year'!s budget. If improvement is to be made from
one annual budget to'gnotger, it must come from an effort to improve
the program of education.
Continued adequate financial support is dependent upon both a sound edu-'
;cational program and efficient public relations. Wheﬁ,these two elgmenté
gof budgeting are present the probability of obtaining needed increases
jin appropriations is enhanced.
| Authorities in school administration believe that there are sev-
‘eral important functions to be performed by school budgeting. However, -
gthe amount of service rendered by the budggt in_incrgasingiﬁhe educatiqp;l
%opportunities in a school system depends largely upon itsvproper dgyglop;
zﬁént and use. Church10 reports that what makes one budget bettgrAthan _;
another is the way in which it is prepared, presented, and administeredf:

fThe #financial" type budget which is completed by an accountant and then.

9
: Benjamin F. Plttenger, Local Public School Administration
(Néw'Ibrk. McGraw Hill Book Company, Inc., 1951), p. 433.

10 .
Harold H. Church and Lee M. Thurstcn, "Budgets Can Be Useful "

The Nation's Schools, XXXIII (January, 1944), pe 264
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freééifggtﬁnt_llttléhgsnsideration from school offlcials does not accom-
plish any significant educational function. Such a budget does give
fautnnrization for the collection of revenues and the expenditure of monej
Ffor school purposes. In addition to fulfilling legal requirements, the
.budget prepared in its entirety by an accountant will provide historicall
financial statements of receipts and expenditures for the preceding year
and it will also indicate tax levies. Few additional values are realized
from such a school budget.
Careful development and use of a school budget which involves
an educational plan, a spending plan, and a financing plan may result m
a number of advantages in achieving the best educational facilities for
children in the school system. A list of functions which a school budget
:that is properly deve;oped and uéed may'pérform is presented below. Thi;
ilist was developed'by the writer after extended study and analysis of thé
‘functions of school budgets as reported by authorities in the field.
While some writers listed only 3 or 4 functions to be performed by school
budgets, others listed 15 or more such functions. There is general agree-
ment among authorities that a school budget should perform'the 1mportant
:functlons sumnarized below. A properly developed budget document used
as a guide: ” | N
>1. Facilitates instruction by sfimulating'educaﬁionalﬁplénning 1
and the calculation of means to purchase as much of the desired edu-
cational program as possible after duly considering the financial

resources existing in the district for school support.
2. Provides an overview of the entire school program by'present-
ing a summary of the educational plan, the spending plan, and the |
financing plan in one document. ;
3. Facilitates more orderly planning and less opportunistic !
action becauszs the budget is an educational and financial plan pre- '
pared in advance to be used as a guide throughout the year.

i e e et
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Lo MAkes possible. the analysis of details by'leading to a per— 1
iodic critical analysis of both the educational program and the fin-
ances necessary to operate the program. This self-examination might
easily be overlooked without a budget.
5. Develops cooperation and goodwill within a school system

when it is done through group planning. Better cooperation is possi-
ble when each member of an organization has an overview of the work
and problems of the entire organization. Working together on the
budget gives administrators a better understanding of the work and
needs of the classroom teachers and enables the teachers to gain a
better understanding of the problems of school finance.

6. Acquaints the public with needs of the school system and may,
stimlate confidence among taxpayers in the administration of the
school system. A detailed expenditure forecast is a powerful force
in convincing taxpayers that the amount of school tax represents
-actual neeas. It may therefore serve to secure better school
support. . R v o o
7. Aids in the economical administration of the school by serv-
ing as a guide for spending the schoolt's money in a sensible, effi-
cient manner. The financial forecast aids in securing the proper .
allocation of funds and full value to the school district for every -
dollar expended.

8. Improves financial accounting procedures because a good bud-
get cannot function properly without a correspondingly good system
of accounting.’ :

9. Projects the school program into ‘the future for at least one
year and may stimulate planning so that long-range goals may'also be
reached through accurate annual estimates. '
, 10, Aids in bringing into focus the educational policies, prac-
tices, and objectives of a school system by regulariy bringing them
under surveilance.

The foregoing list of functions which may be accomplished by a
school budget make it apparent that budgeting is an important element in
?school administration. ‘The extent of improvements which mayibe made in :
:the educational services of a school diatrict depends to a largevextent
‘upon how carefully'the school budget is planned and administered. |
'In carefully planning the school budget much attention must be given to

:its format. The essential elements of the format are presented in the

next part of this report.

B = e
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Format of the Budget

It is evident that the content and magnitude of budgetary docu- .
!ments mst vary from state to state because of differences in the laws
pertaining to school finance. In 1930, naroungu found that budget docu-
ments varied greatly and that the length of a budget document did not '
?reflect its quality. Of four budget documents, which DeYoung believed
fwei'e superior to other budgets surveyed in his study, the shoz;test docu-
ment contained 8 pages while the longest consisted of 221. Even though

budgete vary greatly in length, there are certain principles pertaining
to format which should apply in all cases. One of the most inclusive
lists of requirements concerning the general make-up of school budget
‘instruments was compiled by Grose.l2 His list was developed after an
{;ana.lysis of 382 budgetary documents developed in cities of over 10,000
:pc)puil.zaut;:i.on'‘i located in forty-si_x_ states and a survey of the professional
1literature in public-school finance for the 25 years preceding 194L.
;Accord.i.ng to é}rose a school budget document should:

1. Be convenient for use and filing. -

2. Be attractive in appearance, inviting attention of those who
see it.

3. Contain directory devices so that its contents may be easily
found.

L. Contain complete identification-data revealing what it’ rep-"
resents in terms of place, organization, persons respons::.ble for 1t
and the time period covered.

5. Be durably bound and covered to wn.thsta.nd 1mmed1ate use and
to meet requirements fer filing.

6. Be duplicated by some efficient method of making legible
copies.

— -

Chris A. DeYoung, "Budgetary Practices in Public School Admin-
1strat:|.on" (Unpublished Doctorts d:l.sserbatlon, Northwestern Um.versn.ty,
1932) s Pe K11 )

]2Heman C. Grose, "Budget . Bu:tJ.dJ.ng," The School Execut:.ve, IX

(February, 1941), p. 31.
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o 7. Present the contents so they may be easn.ly read.
8. Be on paper of such quality as to give a_dignified appearance
and permanent character to the f:.nn.shed product.

Items 6 and 7 in the foregoing 1istj. have received considerable
’emphasis'in recent professional literature. Authorities strongly urge
: ftha.i: ini‘oimation be disseminated by means of distribution of copies of
;the actual budget. Copies should be provided for all members of the
}board of education, the school tfeesurer, the county clerk, county super-
intendent, and the state department of education. Additional copies
‘shou:ALd be distributed by the local school superintendent to interested
:’school patrons.
‘ In a mefe recent study e:fbending over a period of two years the
Hinnesota School Financial Accounting Comm:i:t.tee]‘l+ developed recommenda-
:tions pertaining to the form of the budget document. The recommenc_latione
';developed by the committee are more specli’:.c and inclusive than those |
presented by Grose. However, ..he;‘e are no confhctlng roints of view :Ln:
the recommendations. The Minnesota School Financial Accounting Committee
:.n 1952 made the following recommendations regarding the form, arrange-
*ment, and supplementary materials to be used in preparing the budget
?idoclment:
| 1. Prepare multlple copies of the budget document either type-

mtten or machine duplicated.
2. Include a title page showing the title, the name of the
district, the fiscal year, and the date of presentation.
3. Number the pages of the document and include a table of

contents.

13

Ibid., p. 31.

v

; 1l’I'I:i.mzlesota. Department of Education, Manual of Instructions for
Uniform Financial Accounting for Minnesota School Districts (St. Paul,
< 1652 Revisior)e . . ___ _ e )
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L. -Include a letter of transmittal written by the superin- |
tendent, in which some of the hlghllghts of the budget are pointed
out, °

——r -
v

56 .Place the educational program wherever it most approprlately
fits into a particular budget document, that is, at the beginning of
the document or interpersed between varlous parts of the flnanclng

and spending programs. :

6. Include a section giving child accounting data, such as pupil
attendance compared by years and estimates of probable attendance.

‘7. Show the assessed valuation of the district, the assessed
valuatlon per pupil unit, and trends in the assessed valuation.

‘8. Include near the beginning of the document one or two sum-
mary pages showing total recelpts, total expenditures, and cash
balances by funds and summarizing General Fund receipts and dis-
bursements by major classification.

‘9. Arrange the receipts and disbursements by funds into two:
columns to-show: (a) Actual receipts and disbursements of the pre-
vious year, and (b) Budget estimates for the coming year. 5 :

The tno foregoing lists represent the consensus of authorities concerniné
:the format of desirable school budget instruments. |
‘ At this point, it is apparent that a good school budget will
Teveal the justification for all proposed expenditures. In turn, it is
?also apparent that dlssemlnatLon of authentic budgetary 1nformatlon
?serves to gain support for schocl programs. The budget must, therefore,
‘be presented in such form that it can be easily read and understood by
?laymen. Perhaps Burke summarized this in the best possible manner when
éhe stated that, "The budget document itself should contain all essentlal

élnformatlon and should be simple, interesting, and wldely d:.strlbuted."16

Basic Principles and Responsibilities in School Budgeting

The process of budget preparation is simple in theory but in A
‘actual practice it requires careful attention and the expenditure of much

1 - ;
5Ibido, P 81;. ) _ ) . i
16 :

; Arvid J. Burke, Financing Public Schools in the United States -
i (New York: ..Harper & Brothers, 1951),_p. LLL. -
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xtime an.d‘__éne_rgy. It; develo;iﬁent ‘entails certain resi:onsibilities and

;dutj.es_ and 's’pecific pringi_.ples must prevail if the budgetary procedure
?is to b? satisfactorily accomplished. In the succeeding pages of this
.section, space will be devoted to conéideraﬁion of the basic principles
fof school b_l.xdgeting and specii‘ic responsibilities connected with the
!prepara.tion, presentation, adoption, and administration of a school

‘budget. .

Principles of Budget Preparation

| Authorities commonly enumerate a number of principles which they
ibelieve are fundamental in the development of a school budget. These
princip_les, as presented in magazine articles, textbooks pertain:ing to
‘school administraticn, and research studies in the field were reviewed
;'and analyzed by the author. Principles were’ listed, ‘Fébulated, and
%arranged in logical order. The principles which appeared to be most
iimporbant to the authorities were then summarized and restated in broad
fterms. Thus, from a list of over 20 principles of school bﬁdgeting ex- .
?’pressed by authorities in school administration, six broad, inclusive,
é;gemaral principles of schqol budgeting were developed. They are pre-
?sented with extended explanatiqns in the foil.lowiné pages. 7 o
| PRINCIPIE I. The anmual budget for a public school system should

represent the actual needs of the school system for the ensuing year,

estimated as honestly and accurately as possible, and justified in

terms of anticipated educational returns to the commmity.

The anmual school budget should reflect the true educational

‘needs of the commmnity, not merely those educational needs which 1t is ;
‘assumed can be financed. School budget requests based on the amount of

Ezmney-‘uhich,it‘is-assmned.wi.'!l‘be.avaﬂable for_the ensuing.school year
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"|will generally be approved without protest by any reviewing group. How-
ever, in approving all requests in such a budget, the approving agencies
have reason to believe that the school system is adequately financed.
Thus, the likelihood of arrangements for essential additional financial
aid ié remote. | |

On the other hand, budgets which reflect actual educational
needs may be far in excess of immediately anticipated revenues and the
requests will have to be adjusted to coincide with anticipated revenue
figures. The budget which adequately describes the desired educational
program should make immediately evident what educational services are
provided in the budget, as well as what services must be omitted be-
cause of lack of financial support. The process of deciding what educa-
tional services will have to be omitted tends to induce a comparison of
values in an attempt to use limited funds to the best advantége. Bud-
geting for what is needed, regardless of what can be immediatély financed,
also calls attention year after year to unmet educational obligations.
State aid formulas for schools are based on existing laws and
usually cannot be changed quickly. Heanwhile in a period of rising
prices the cost of a school system may have increased to a large extent
in a short period of time, whereas financial arrangements for supporting
the school system remain stagnant. A budget sﬁould reflect true educa-
tional services to be rendered, changes in the school population, and
changes in price levels. Burke states that in 19#7, a year of rising

costs, school budgets should have reflected°

1. A high level‘of production, relatively full employment, and
even labor shortages, with intense competition for persons p0583531ng
the same abilities and qualifications as teachers.
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5 2. A salary and wage level in private employment of at least

? double the pre-war level.

: * 3. "Salaries of persons in Civil Service possessing the same

B qualifications as teachers 30 per cent higher.

; ‘he A consumer price index at least 40 per cert above pre-war
prices.l?

‘Burke further reports that failure of the budget requests to indicate
ftru_a_ gxpend._i_ture needs' of échoql systems means that in any rey:i.sion of
Slaws and state aid formulas expenditure requirements are usually under-
;es‘l:._imated. For example, it is reasonable to request salaries for teache;‘s
‘tha:’; are commensurate with Civil Service or other professional positions%
:requiring similar periods of preparation for job efficiency. Salary |
;schedules based on the amsunt of salaries paid for comparable skills 1n
5:l.ndu.si‘.ry may be far out of lJ.ne with current state aid formulas and w:.th
%avaﬂab}e funds. However, by placing the increased amounts in the budget s
gpublic attention may be repeatedly _caJ_“Led to the fact that teach:i.ng sala—
?ries based on an old law are inadequate. Therefore, it appears best to
jzpm_iget for what is needed regardless of what can be finanqed. An inform?ed
%pub]ic can best remedy shoi'tcomings of existing laws pertaining to schoéi
%finance. |

! The_ budget fqr a school system should never incluﬁe a request

;for funds which cannot be completely jnsb;’.fied in terms of soun.d educa-
'gtional policies. While it is good procedure_t_o make budget requests _fqrj
‘all that is needed, the common practice of "padding the budget is i‘rownéd
‘upon by school authorities. The making of requests for amounts in excess
‘of needs is a form of dishonesty. It misinforms the public about school}

1 Arv:Ld Je Burke, "Let the Budget Tell Your Story so That State :
Ald Formulas Car Be Based On-An Accurate Estimate of-Present and Fubure

{Needs,® The Nation's Schools, XXXIX .(February,. 1947),.p..45. )
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needs and places the reviem.ng authorities in a positlonyaf Th_;;;{g-amm,

igue.ss‘ how much the needs are e:;agggrated. Thomsen ind:'.cates that 'The
ireques_ted appropriations should represent actual needs, estimated as
Ahone§t1y and accurately as poss:f.bie, ‘and justified in terms of educa-

_ ?tional returns to the cormnu.n:i:l:;;f."18 Reede_rl9 recommends that superin-
Etendggts develop budgets that reflect actual needs and then be ready to
‘substantiate in every way possible the financial requests.

Budgeted amquptg which represent a sharp increase or decrease
.’in‘appropriation requests, as compared to prior years, require special |
.expianatiogs _a;;d justifications. Such justifications should be factual,’
with careful avoidance of technical educational or financial terminology.
?Dergng obsgrve_d that The best justifj.catiqn is not a defense but an |
éexplanation. The items mst be thoroughly substantiated by clinching
statlstlcs and common sense."zo |
| Explanatory justifications may be written or oral. However,
i:‘l;he de‘l;ai_.led budget instrument should furnish most of the supporting ‘
fevidence. The budget should be presented tq the aQopting agency with a -
?message which explains all of the large sums and major increases or de- .
f—creases. Ebcbensio_ns to the edl}cationgl program should also be e:ml_ained:.
Oral explanations’and justifications are commonly made in session with -

?the adopting body.

18 - B ‘
Thomsen, ope. clt., p. 90.
19
Ward G. Reeder, The Fundamentals of Public School Adminis-
‘tration (New York. The Macmillan Company, 1951) s Do 368.

20
DeYoung, Budgetn.ng in Public Scliools, p. 255.
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It is apparent from this discussion of Prlnc:.;)leI, that th;;e
éelements are i;l\_rblved: (1) the educational needs of a school system,

(2) the manner of estimating the cost of those needs, and (3) the just:’;-:
;_fication of appropriation reqpestvs. ~ Evidence has been presented to sup-
port the point of view that the annual budget for a public school system
:shquld represent the actual needs of the school system for thé ensuing
‘f"year,v estimated as hpnestly and accurately as possible, and justified

'in terms of anticipated educational returns to the community.

PRINCIPIE II. The budget should be inclusive with properly
proportioned allocations to various educational elements.

The sphool budget should Apresgnt‘ the complete plan of the educa-
;tionél program for the ensuing s_chool year and the proposed means of |
financial support for the program. It should function for both current
éexpenditures an@_capif._a_.l outlays, providing for all financial tranéactiohs
'that are expected to take i:lace in the ensuing fiscal year. It should :
reveal all the estimated revenues to be received during the entire fiscaél.
:year and the estimated cost of the complete educational program. ‘Thfé |
%expenditure estimates as well as revenue estimates should be baéed upon
several determinable factors and the details of the factors should be
éfshown in the budget. | |
: Items of anticipated revenue other than current taxes should be
clearly indicated. To prevent details from gbsqu;ing the f:manclal |
picture, schedules should _be made of the details and only totals carried.’
o the basic financial statements required for all funds. Sinking fund
schedules should be included showing the bonds to be paid during the comL

:mg year and deposits required for interest and debt retirement. A1l

b et 4 s vro e
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‘Statistics which have a bearing on anticipated income or the justification

To:t‘ bmpos_gd expenditures should be included in the budget instrument.
?Supporbir;g. evidence shogld be arranged in logical order near the ;tate-
ment or schedule that it supplements.

|  For administrative purposes authorities favor detailed budgets.
quwever, for the purpose of submitting them to groups for approval it is
?cogsidered good policy to present only the most significant elements.

Exhibiting the numerous smaller items may lead to endless discussion of ﬁ

, 'rela.t‘iw_rely insignificant mai_:'_hers and a complete disregard of the larger :

Visstviwes. The consensus of authorities is illustrated in the following

quotations:

A budgetary summary may be concise and free from details. The
budget itself, however, must tell the complete story ofalyear's
educational proposals and the ~a_.}x_x‘i;_ic:i.pa.i;ed'cr::st‘..s thereof.

- The tabulated material relating to receipts and expenditures
covering a page or two may_ satisfy legal requirements, but is practi-
cally worthless as a budget. What is needed is a functional type
of budget in which is clearly stated wgzt is to be supported and how
funds are to be obtained and expended. -

4  Liles states that it is necessary to have enougpjd_'etail_il_l the
:estj.mation of expenditures to insure fairness to all departments of the |

Cschool. His opinion of t.h_e practice of _esbi;nating gxpgnd.it};res in a
Tunp sun without first analyzing them in detail is expressed as follows:
‘The lump sum basis has favor with the autocratic type of admin- -
istrator since it is easy to prepare and tends to cover up inequities

in distribution. A budget based on this principle is not scientifi-
cally constructed and is rather difficult to explain and justify

Ne L. Engelhardt, "The School Budget as an Administrative

Control,” The School Executive, XLVII (November, 1947), p. Lk.

Paul R. Mort and Walter C.-Reusser, Public School Finance
(New York: _McGraw-Hill Book Company,-1951),-p.-160. - —
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before the adopting authority. It is an arbitray procedure, and its
use may be actuated by ignorance of more scientific methods or con- :
Venience.- In the study made by the writer, one department head '
commented,” "Our principal is science mad, and everything goes to the
science department." The lump sum basis is a convenient tool in the
hands of any administrator who desires to promote one area of educa-
tion at the expense of others. When this basis results in a fair
distribution of funds, it is either an accident or because some de-
fensible means of arriving at the lump sum was consciously or uncon-
sciously used.

| 7 Th_e budget should be properly proportioned. Due regard must be
%given to all educational activibies vof the school so thét one phase of
‘the school program will not be emphasized unduly at the expense of an-
Aothe}:r. ' If an educational activity is worth maintaining, it should be
iencou_rage.d by_havihg a fa,i;' share of the appropriations. The secondary f
Ieduc:a‘l:.ion program should not be glorified at the expense of the elemen-
zta_ry program. The long-rar;ge _edt;ca’qional program should be studied and .
;'expenditures} p]ann_ed S0 that a balance u:.ll be maiptair;ed between ex~- ‘
é;pend:’.’c.ures for curreni} operatic_ms and capital ’qt_ztlay' _faci_‘lities.
. PRﬂCETj' ITT. A uwniform standard classification of accounts
and terminology should be used, which is in accord with that uti]_lzed
throughout the entire accounting and reporting system.
| Authorities agree tha’p a uniform standard classification of
accounts and identica.'!_. accc»unting terminology should be _used for the budf
‘geting, accounting and financial reporting phé.ses of an educational |
financial management system. This point was emphasized as follows by
the Municipal Finance Officers of the United States and Canada: o
In setting up a budget one of the ‘mos.t important steps is a proper

classification of accounts. The classification will be dependent
upon local laws ard regulations. However, the classification used

23 ’ i :
: Liles Parker, '"Budgeting Procedures and Practices,” American -
Business Education Yearbook, IX (Des Moines: Wallace Homestead Company,

1952),-ppe-Th=-75. — -
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should be the same for the budget the accounting system, and in the'
financial reports. In addition, the same terminology should be .
applied to these three fiscal activities. No matter how well drawn :
a budget is, or how good the accounting system may be, the value of
each will be impaired -unless comparisons of actual gﬂerations, as

- shown by the accounts, can be made with the budget.

' »i'Ig_as_far as poésible, standard chgra@ter classifications, such .
Zas those adopted by the United States Office of Education should be used
in order to attain unifqrmity'nationally and permit accurate comparisons
with school systems of other states. In adopting the accounting classi-
;ficatiqns for the budget, due reéard should be given to the recommenda- -
'tions of the state départment of public instruction and the United Stateé
iOfflce of Educatlon in connectlon with regular reports that are reqnlred
by'those agencies. Otherwise the accounting system.w1ll_not provide
Zreliable data for reports to state and n&tional agencies.

} o No one c13531f1catlon of items is llkely'to suffice. For
éexample, financial data may have to be c13531fied in terms of° (1) type
of school programs; sucb as nursery, kindergarten, elementary, Junior
high, senior high, (2) objects forauhiéh expenditures werehmada;lsuph

as salaries, travel, printing, supplies, and_CB) educational functiqﬁs;
;such as administration, instruction, operation, maintenance, auxiliary
'service, fixed charges, capital outla&; and debt servicgs.lAWhen educa- j
Eional financial data are accumulated at the end of a fiscal year, the

information should be capable of being used directly, without further

; 24Mun161pa1 Finance Officers Association of the United Stétes
and Canada, -Simplified Municipal Accounting, A Manual for Smaller-
Covernmental Units (1313 East 60th Street, Chicago 37, lllinois, 1950),
p. 128,
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;ports to other educational agencies for comparative purposes.
»The'inforuation presented in the-foregoing paragraphs substan-
tiates the point of view that in preparing the school budget, a uniform
gSﬁanda.r.d.classlificatiqn'of accounts and terminology should be used which
is iu aqcord‘with that utilized throughout the entire accounting and
:reporting system. ‘ ‘ _
| PRINCIPLE IV. The public sdhodl budgeting process should be
continuous, with the preparation of the annual budget document con-
stituting one step in the long-range educational program. .

Budget _preparation is commonly considered by authorities in
school admlnlstratlon to be a continuous process. The most significant -
phases of school budgeting should be completed prior to the beglnnlng of
the fiscal period for which the budget is being developed. These most |

'fsignificaut phases consigt of such activities as planning the desired
%educational program, adopting_policies to make the program effective,
;reparing_of estimates of income and expenditures, and consideration of .
the tentative total budget. The specific financial statements of income

and expenditure involved in the budget p:oceduré cannot be prepared wntil

‘after the fiscal year has begun. When each of the phases of budgeting |

is adequately‘planned and -completed in its proper time sequence, maxbmnu
edacatlonal values may be der:ved.
Each person who has a part in the budget preparation procedure

should keep a file in which, throughout the year, information is placed .

that will be of aid in the actual building of the budget. Each teacher';
flle should contain catalogues, price lists, information on neW'equlpment,
and-many ‘other items. —~Since the-superintendent is-concerned with the'~“°

S o
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;over-all procedure, he should ‘maintain : a file folder for each of the

L

'maJer accounting classifications used in the budget instrument. Pertlneht
'informetien ehouldrbe placed in the folders throughout the year as the
‘information becomes available.
Church has indicated that a continuous plan of budget prepa-
ration:
1. Requires less work.
2. Avoids errors and forgetfulness.
3. Provmdes ‘the rnght ldnd of 1nformat10n at the time it is
needed. ;
4. Avoids hurried’ con31derat10ns of budget requests dur1ng the -
actlve period of budget making. - '
- 5. img%zfles and makes more reliable the actual preparation of
the budget. - |
| - A good budget is dependent upon the accumulation of ample amounte
.of essential infergetion;throughout the year. To facilitate the accumu-
lation of data, a calendar of the things to be done, with an indication |
?of by'yhomﬂand when they must be done, has been found to be a helpful an&
‘practical aid. The purpose of a budget preparation calendar is explained
'by Strayer as follows.;’r S - ) - |
| Just as a semester or term schedule aids puplls, parents, and-
teachers in arranging a351gnments, examination and vacation trips,
the calendar listing steps in budget planning serves the board of
education, the superintendent of schools, and all Ege members of
the school staff as a valuable reminder and gulde. ) |
Budget preparation calendars cannot be etander@igedﬂfor al} school systeﬁs
fbu@ can best be developed for each school after a careful study of local

requirements.

‘ 25Haxr01cl H. Church, '"Budget Meklng Need Not Be a Chore,"
The Nation®s Schools, XLIT (December, 1948), p. 31.

; 26George D. Strayer, Jdr., "Making and Using a Budget Calendar L
:The School Executive, LXVII (November, 1947),.p. 49.
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Many plans for improve-ment in the educationéi. system-;a*y Se

|

b

worked out en a long-range basis if the complete program cannot be fi-
‘r’lanced in a s;'fng]_.e"fiscal period. Thus, each yeé.r's budget may be a
;step in making long-range educational plans a reality. Long-range edu- .
écationg.l pla.ps shoulc_i be i‘o;mu_lated wéu in advance of the development
of specific annual budgets sc that organized support may be obtained from
school officials and patrons.

The gvidgnce presenfc.ed in this section makes it apparent that
maximum educational benefits accrue from a continuous process of budget
development. The preparation of the anmual budget document should con- |
‘stitute merely one step in the long-range educational program.

PRINCIPLE V. The preparation of the school budget should be a
cooperatively planned and cooperatively executed procedure.

' The supe;'intendent 1s the chief executive officer of the school 5
%system and thus has the primary responsibility for preparing the budget.f
éprever, the budget should be developed as a qdoperative enterprise mde;-'
gﬁhe leadership of the supe;ixrtendent. A primary prj_nciple of democracy
édictates that all who are affected by decisioﬁs should have an appropria%oe
part in making those decisions. The financial budget of a school system
‘affects dj_rectly each member of the school staff and most members of 1:hei
;comnnn;ity. The over-all plan for the development of the school budget !
‘should, therefore, at the proper time provide for suitable corrt:r:ibutionsj
from principals, teachers, supervisors, and laymen. '

The need for equipment, materials, and supplies for educational |

1
t

use is best knom by the instructional staff' and other employed person- |

‘'nel. Teachers and other employees can be kept informed on budget matter:s

K i e e e e e e
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by directlng pertlnent llterature to them and by'holding occa31onal

¢;gformet1ve meet;ngsf“ In helping with the budget preparation, teachers
-and other personnel can gain insight into the financial problems of the
school system. In working eooperatively'with the employed personnel, the
:administrators“gain a greater understanding of the needs and problems
’ievolved~;n classroom instruction and other aspects of operation. This
'inte:relationvserves to create a healthful spirit of co-workership and
co-operation_ampqg school personnel.
Church att:ipqtee a number of.adwaﬁtages to increased partiei-
pation in budget preparation: | o
1. It‘promotee increased responsibility.
2. It eliminates dissatisfaction on the part of the teacher
because the purchase was of his own choosing.
" 3. Makes the teacher more conscious of values and usually
results in a more conservative use of materials and equipment.

4. Promotes an appreciation and understanding of the budget.
- 5. Stimulates a better and wider use of modern 1nstruments of

learning. 27
6. It puts the superlntendent in partnershlp w1th the teacher.”

i

| . In many instances lay advisory bodies have been foupd helpful in’
fdevelopigg educaﬁional programs, especieliy when they reflect a cross
.section of the commnity. The advisory board.may'have the responsibiiit;
;of becoming informed regarding educatlonal plans of the school dlstrlct.l
‘Such plans could be reported to varlous comminity groups. School au-
thorltles could also become acqpalnted w;th the desires and suggestions j
arising in the various community organizations. The advisory'body ar-
Irangement may be very effective in disseminating authentic budget in?orf;
fmatipn_to the public. It may aleo resﬁlt(in better understanding of, ana

Tihcreased support for proposed educational plans.

2T onyreh,~op.cit s, pe 324
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The supermtendent should assume a major role : in budget prepar-

ation beca.use the natuz_'e of h:.s position makes him the best informed :
'person regarding the entire school system. However, the best budgeting :
can be aehieved when the superintendent, his staff, board members, and .
other lay groups cooperate in budget development activities, each con-
:tributi__ng the part for whieh he is best fitted. Evidence to support thie
contention was found in a survey made under the auspices of Phi Delta
. 28 - .
Kappa. The survey revealed that broad participation of representative
lay cit:.zens and members of the profession in budget preparation is hkely
to result J.n better educational programs. |
Burke summarized the cooperative idea of budget preparation when
he stateds
A good budget is prepared and-executed by a profess:.ona]ly ,
trained educational administrator, with the assistance of all persons
responsible for various phases of the program, persons familiar with
educational needs of the coggnnity, and persons familiar with economic
and public finance factors. ‘ f

PRINCIFLE VI. The school budget should be so prepared that it
can and will be interpreted properly to the public.

A budget should make the educational needs and anticipated
;expenditures of a school system readily com_p:ehensible. It is th enough
fto make approprlatlon requests which the super:l.ntendent cons:Lders to be
Jjustifiasble. The requests should be educatn.onal],v sound and thoroughly ’
understood by the public. This requires plamned publicity of school

budgetary information including the educational expenditures and

8 : : ;
2 nSome Effects of Finance Policies and Practices on the Publie !

‘School Program,™ The Phi Delta Kappan, XXXIIT, No. 1 (September, 1951),
.'Po L3. . l

; 29 | :
. - Burke, Financing-Public-Schools-in the -United States, -Pe- M;B. -
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flnanclng arrangements of the school system. A clear statement of the

;gducathnal needs of the school system will tend, in advance, to prevent
criticism and secure ppblic support for the budget. The adoption of
measures designed to provide financial support of a school budget is
'assn:ed,'oply'when anvinformed public iS'enﬁhusiastic about,the educa-
Itional program reflected by the budget. Objectors to the educational
;programAwill seek information to support their contentions, therefore,
potential supporters of the program must likewise be well informed.

Howell advanced the following reasons for interpreting the school

budget to taxpayers'

1. It is the publicts money that is belng expended.

2. The great majority of taxpayers, being unable to make studies
of technical and statistical data, are forced to rely on a type of
information that is not always to the best interests of the schools.

- 3. If the general public is to become acquainted with the prog-
ress of public education and the financial administration of the
publie schools it will be necessary to supply the layman with a

brief, understandable statement of what the schools are doing and
how much they are costing.

- To increase public knowledge and understanding of budget infor-
1mation, budget documents must be understood by laymen as well as byv
;educators. In corder to make proposed expenditures comprehensible to
ilaymen, the presentation of information must ﬁe non-technical. There ig‘
today a tendency to utilize budget instruments with a format so‘technicai
%that laymen have difficulty understanding them. The budget forms and
;presentatio?s should be made for laymen, rather than accountants. In
j“l'.h:i.s regard, typical statements of authorities on school budgeting

indicate that:

o -
3 Harry M. Howell, "Interpreting the School Budget to the Tax-

‘payer,"-The- American School Board Journal, .CIII-(November,-1941),-p.-L4.
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' The public school budget should be as nearly ééﬁ‘—i;terpreting
to all who read it, as it is possible to make it.

It should be printed or made up in permanept form so as to make
possible its qistribution to;those interested.

" Descriptive material should_be used throughout the budget docu-
ment to aid in interpretation. 3

| Numgrous methods _have been util;‘.zed and found beneficial :Ln
~dispens_ing<budget information to the public. Howe]J.Bh suggests the use .
:of a ‘pudget brochure which tells the story of the school budget in a
simplified fashion, using pictures and charts whenever possible. Gan-
ze135 recommends making a digest qf the budget with copies distribt;ted
for review and discussion purposes. 1\.1«-:fr.'l.:)r36 proposes a sys*bexﬁ that he -
:tez_ins "Performance Budgeting.™ Performance budgeting differs from tra-
ditional budgeting by requiring a brief, yet clear, explanation in support
of eac;h item ‘of expenditure. The pbject is‘to make the budget. understan;l-
éable t‘o all Whp read it. A peri‘ormancé budget repo;'t for schools might,é
for example, list under "Instruction® a dozen or more items with their
costs. In addition an explanation would be provided regarding the natur;a

of each item for which there is an anticipated expenditure. One such

Thomsen, op. cit., p. 90.

-

' ‘32Ira G. Flocken; "There Should Be A Budget,! The Nation's
Schocls, XXVIII (October, 1941), p. 3k.

G;'ose', o ,‘,Cit", p.'Bl.r
3l’HoweZl.l, op. cit., p. 44,
35 E ) i - . )
Dewey A. Ganzel, "A Plan for School Budgetary Procedures,®
The American School Board Journal, CI (July, 1940), p. 38.
36Harold E. Akerly, "For Better Public Reiations Use a Perform- .
‘ance Budget," The Nation?'s Schools, XLVII, No. 2 (February,~1951), A
Pp. 3739, T ‘
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entry might bes "Pupi_l Transportatmn--slz 000.00--seven buses, with

'drlversrand a mechanic, transporting 350 students to and from school for
175 school days.™ |

| ~ An innovation in budget publicity is currently being tried by
fthe Schools, of Boiceville, New_'Yoi'k.37 Essentially it amounts to a
simplified digest of the proposed budget with a colum ;howing expendi-
;tures estimated by the budgeting officials, with another column provided
wherein the recipient of the digest is invited to make his own revisions,
'i“ivgur_e the tax levy, and even calculate how much his own taxes for schooi
‘support will be . I

Reeder recommends thfee additional means of dissemination of

authentic budget information:

1. Give oﬁt':mfomatlon'through the'newspapers;

2. Hold a public hearing on the budget.

3. Give addresses or talks on the educational program and budget
to educational and civic groups such as teachers, parent=teacher
associations, labor o §§an1zat10ns, granges, farm bureaus, and
chambers of commerce.~" _ -
| The prevailing concepts of education in a democracy fod_ay indi- -

fcate that budget preparation activities should include the interpretation
iof proposed educational plans to the public. This principle of school
fbudgeting necessitates the use of non-technical budget instruments as
well as other means for disseminating budgetary information.

There is, for the most part, concensus among authorities regardihg

the basic principles pertaining to school budgeting. The six principles

‘ '37"I.ayme'n Help Figure the Annual School Budget,™ The Nation's
‘Schools, LV, No. 1 (January, 1955) » P. 68.

38
Reedglf!:o . Cito, Po 3710
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set forth in the foregoing pages are composite statements compiled from
statements written by numerous authorities. For review purposes they

are summarized here:

1. The annual budget for a public school system should represent
the actual needs of the school system for the ensuing year, .estimated

as honestly and accurately as possible, and justified in terms of
anticipated educational returns to the commnity.

2. The budget should be inclusive with properly proportioned
allocations to various educational elements. |

3. A uniform standard classification of accounts and termin-
ology should be used, which is in accord with that utilized through-
out the entire accounting and reporting system.

4. The public school budgeting process should be continuous,
with the preparation of the annual budget document constituting
one step in the long-range educational program. :

5. The preparation of the school budget should be a coopera-
tively planned and cooperatively executed procedure.

6. The school budget should be so prepared that it can and will
be interpreted properly to the public.

In most cases the responsibility for the application of the foregoing

principles in the actual practice of budgeting is rather clearly defined.

A fairly detailed explanation of the responsibilities and duties of

various officials is presented in the next section of this report.

Responsibilities and Duties in Budget Preparation

Tr

The legal responsibility for the development of the school budget
commonly rests with the local school board. However, it is generally
agreed that the superintendent of a school should be responsible for the
preparation of the budget document, its presentation for adoption, and
its administration. This is true because of the superintendentt!s back-
ground of professional training and his position as executive officer of
the board of education. Although the superintendeﬁt must exercise much

leadership in the preparation of the budget, it is generally recognized

that the most satisfactory budgetary prccedures will involve the
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applicatlon of democratlc processes. The supermntendent's role as a

ﬁemocratlg leader in the preparation of the budget is portrayed by Lilesf

as follows:

The democratic type of administrator conceives of his role as
that of leader and not a dictator. He realizes that he cannot be an:
expert in all fields and that he cannot be thoroughly conversant with
trends in all areas. He knows that he must depend upon all staff
members to help him secure a realistic picture of the needs of his
school. Therefore, since the financial budget-directly affects the
efficiency of every member of the school staff, each person affected
should ‘'be given an opportunity to participate in the prsparation and
administration of the budget. Such persons are not only members of |
the school board, superintendents,-and school principals, but also
the department heads, the teachers, and the citizens of the

- community.

Authorities agree that the procedure of school budgeting should :
utilize the services of the superintendent, principals, heads of depart-’
ments, teachers, board members, and laymen. When bﬁdgeting is performed
;és a cocperative group enterprise there must be definite assignments of ;
duties in order to promote efficiency. Andersonh0 indicates specifically
the duties and functions'of.individuals’or groups which may be involved j
iin school budget procedures. The list of duties and responsibilities in’
budget making presented below is based primarily on the material presented
by Anderson although some of the duties and responsibilities listed are ?

-adapted from the works of other authorities in schocl budgeting.

Specific Duties and Responsibilities in Budget Making

Duties and Responsibilities of the Board of'Education:
1. Approve the educational plan.
2. Mazke policies to carry out the educational plan.

39L:x.les, op. clt., p. 70.
40 Walter A. Anderson, "Functions in School Budget Maklng
The-School - Executive, LXVII-(November,-1947), pp.-52-53.-
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3. Approve the budget. -
L. Require sufficient periodical flnanclal reports to insure
that the budget is being properly administered. !

Duties and Responsibilities of the Superintendent:.

1. Supervise the bullding of the budget.

2. Designate the various helpers 1n budget preparation and
direct and coordinate their work. - {

3. Organize opportunltles for educational planning and discus- .
sion among the faculty members and other interested groups.

L. Direct the gathering of all facts which will be useful in
planning the educational program and building the budget.

‘5« Give instructions and prepared forms for those who are to

henp in preparation of the budget.

Explain the over-all budgetary problem.to those who are
helplng to build the budget.

7. Consider all budgetary requisitions and make the necessary
rev131ons, 1nform1ng interested members of the reasons for increases
or decreases in budget requisitions. 3

8. Present the .tentative budget to the board of educatlon for
consideration and adoption. :

9. Publicize the budget and the educational program it supports.

10. Administer the budgst. :

Duties and Respon81b111t1es of Princlpals-
1. Aid the superintendent‘in all of the budget building
operatlons affecting his part of the school system. 1
Be responsible for supplying accurate educatiocnal data upon !
whlch the budget may be based.

. 3. Be the chief co-ordinator between the snperintendent and the
other faculty members. If all members of the school force deal
directly with the superintendent the time he can give each one is
likely to be too limited. The principal may have more time to
thoroughly confer with teachers regarding their budgetary problems
and wishes. He may also present to them the administration®s view-
point of the total budgeting problem and in so doing create better
understanding, secure 1ncreased cooperatlon and an advanced educa-
tional program. i

L. Aid in admln.sterlng the budget for the departments under i
his supervision, that is, aid in submitting-purchasing reqnlsitlons,
care of materials, distribution of supplies, and so forth. -

5. Stimlate faculty members under his supervision to contlnued
plamning in their departments for educational advancement.

Duties and Responsibilities of Teachers: ' :
1. Keep professionally alert so that proper budget recommen— !

dations may be made for her own classroom.- o
2. Maintain a file in which is placed, throughout the year, 1n-

formation regarding supplies and equipment for her classroom so that °

at budgetlng tlme an accurate and intelligent requisition can be made.

e
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3. Make educational recommendations to the proper authorltles, !
concerning, in particular, her own class offering.

L. Study the supplies or equipment needed for her room so that |
recommendations can be made to the purchasing agent and budgeting
comnittee as to the best kind, brand, the quantity needed, and the
probable cost.

~ Duties and Responsibilities of Heads of Departxnents.
1le In conjunction with the teachers of his department, plan the
educational program desn.red and determlne the equlpment necessary
to carry it out.’
" 2.  Gather budget requisitions and ‘recommendations from his
i‘aculty members and present them to the budgeting committee.
3« Make decisions as to what items should be requested in the

proposed budget and plan a long-range program of equipping his

' department if all the desired improvements and equipment cannot be
obtained in one budget year. He should plan with the idea of ob-
taining most needed items first but fully equipping the department
within a few years.

Duties and Responsibilities of Maintenance and Other Personnel:

- 1. Aid the superintendent by supplying information, making
requisitions for supplies and equipment, and by making suggestions
for improvements needed to best carry out the part of the school
program i‘or which the individual is responsible.

Du'b:.es and Responsibilities of laymen:

l. Make known their desires for educat:.onal mprovements to
board members, or to some other person who' can carry it to ‘those
responsible for budget making and approval.

2_». Supply survey facts to school personnel when requested.

From the foregoing list of respomsibilities and duties to be

ffulfilled by the various individuals or groups involved in budget making,
it is apparent that the superintendeni_: must assume 're_sponsibility for
Eassembling pertinent data and drafting the tentative budget. However,
‘he may be assisted in the clerical work by various individuals in less
responsible positions. If he can be freed from the detailed u_rork‘of'
‘assembling data, keeping records, and so forth, the superintendent may
use his time more profitably for the school system in~a supervieory
capacity. It is false economy, in any school district, to pay an |
.executive?s salary for work that.can be done by members of _the clerical
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éadequate clerical facilities and personnel be provided to perform the
.detailed wc_:.rk’ involyed in_assentbling and summarizing data for the budget.
| Withj.nrthe organiza’;.ional structure of a school district, the
.board of education is the policy formulating body and, as such, performs
a most important role in budget developmenmt. The educational plan of the -
%bu_dget is b_as_ed on dgcisions_reacht_ad_ by the board of eduqation. The
:deci_siqns, in mogt_.ca_.ses, amount to educational policies. For example, :
the board of education must render decisions ;jelative to such questions |
as: (1) Shall the district furnish free educational opportunities to
all of its boys.and girls and an adult program for the commmity? (2)
Shall the district operate and maintain its buildings, grounds, and
%egﬁ.pmen@ on the basis of high standards? (3) What should the policy

;be in regard to class size? (4) What should be the program of qlaés
‘iofferings and activities? These‘ prqblems and many others are basic to
fthé development cf the educationzl plan' _portion of the budget. They
relate directly to the cost of the échoql program and decisions must be
‘reached concerning them before the school program can be translated into
‘its cost elements. Thus, the board of education initiates its budget:.ng
:procedure by f:.rst esta.ollsh:l.ng policies. The board of education is also
irequnsible for revisions which mst be made in the tentative budget and

for the adoption of the budget in its final form.

Development and Use of the Budget

In analyzing the development and use of school budgets, Akerly

‘point.s up the va.rn.ous phases of budget:.ng procedure which must be
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'considered. The phases recommended by Akerly should be utilized in de- ;

f,veloping‘aeca.lendar for budget‘preparation. The essential phases of
‘'school budgeting, in their proper sequence, are outlined by Akerlykl as
follows:

1. Preliminary discussion of the budget in relatlon to law, the
local "‘government and economic situation, and personnel participation.

2. Determination of the budget schedule.

3. Preparation of estimates.

‘L. Consideration of estimates and preparation of superlntendent's
tentative budget.

5. Board consideration of tentatlve budget.

6. Public consideration of the budget and adoption of budget
for tax levy, or for submission to reviewing body.
" 7. The final revised budget document set up for budgetary cost
accounting and for budgetary control. :

.Whereas_the foregoing outline clearly indicates the sequential steps in :
;the preparation of s budget, most school administrators consider school |
%qugetary-preeedu:ee in te;msvof three somewhat”broaQer steps: (1) prepe—
fration,_(2) presentation and adoption, and (%) administration. In this é
?study the development and use of the budget will be considered under
gthese three headings.

Preparation of the Budget

Preparation of the budget can logically be considered as con-
 sisting of four parts: (1) determination of the educational program
:needed in the community, (2) estimating the cost of the desired educa-
tional program set forth in part one, (3) determining the sources and
aﬁonnts of funds available to support the program, and (&) effecting
'such adjustments in each of the first three parts as may be necessary to

‘balance the budget.

;___m,-_--L'_'}Harold E.. Akerly,-"rhe Budgét . Procédure--Step-By-Step, " —
The School Executive, IXVII (November, 1947), pp. L6-47.
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; Determnatlon of the educatlonal program.--The first step in the

épreparat;on. of a budget _is determination of the educational program
‘needgd inv thg c_onnmmity. This is trve because the educational program
‘is the work plan of the school system and its formation is considered
;the most i;nportgnt phase of §¢hool budgeting. Authorities recognize
:cerbanf.n basic_:v guldlng pmciples w‘uch should be utilized in the devglop-
;mept of a sound educgt:‘:onai!. plan for the commnity. One such list oi‘
‘basic guiding principles for the formation of the educational program
follows:

1. Each school administrative wnit legally authorized to levy
and collect taxes should first determine and approve an educational -
program which is adequate, flexible and functional based on the
educatlonal needs of the district.’

- 2. 'The educational program should be expressed in terms of
policies of clearly defined planned activities of the children a.nd
adults of an administrative unit.

‘ 3. "All aspects of the educational nrogram are mterrelated, and
policies concerning each phase should be planned in detail, and \
approved by the school board.

4. The consideration of the educational program should be -

immadiate and continuous, and should ‘be planned for three, f:x.ve, or
ten years in advance.

" 5. The ideal of administration should be to provide equ:.table
cpporzam.tles for all the school children within the administrative
In every school district there exists, though perhaps in intangi-
Eble form, an educational plan established in accordance with board of
feducafbion policies. The educationa; plan may be ha.pded dqwn from year
to year and guided chiefly by pegulgtions of the state board of educa-
i;tion through the accrediting agency. Policieg supporting sp.ch an educa-f

‘tional plan, and making it moderately effective, may be in the form of

hzOklahoma City Public Schools, fThe Educational Budget—A State-
menb of the Educational Policies and Program,® 1955, p. 1, (Mlmeographed)
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unrecorded d601810ns rendered from time to time by the local board of

;education. However, when the educational plan is developed in such a
'nebulous fashion results are often unsatlsfactory.
: . On the other hand, if the past and present educational plan is
fbased}on carefully developed and clearly stated policies, future planniné
is mich more readily accomplished. The educational plan currently in
ioperation.is»an exceilentvpoini from which to start development of fhe
educational plan of the budget for the ensuing school'year. The currena
educational plan should be clearly defined on the basis of stated»policies
‘of the board of education. When this is not ﬁhe case, the first step ’
'should be to outline the educational program and make definite policies
:pertaining‘to it.
| Assuming the existenceiof a more or less standardized educa- _
itional offering, the formulation of eack annual edncational plan of the;
Ebudget consists primarily of reviewing the current facilities and deter-
;mining_improvements or exiensionsAto be made or any retractions deemed
fnecessary. Decisions pertaining to anticipated changes should be made
éearly'so that they can be approved by'the board of education in time for
gconSideration in the expenditure planning. Approved changes to be made;
in the existing program should be placed in effect in accordance with
'appropriate board of education policies. |
| On the basis ofrextensive research, Gross states that the edu-
‘cational plan of the bndgeﬁ should: o

l. Have for its basis a clearlytdeflned philosophy of educatlod.

2. Be expressed in terms of definite obJectxves and policies
designed to atitain those objectives.
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3. Be formally approved by the board of education before budget-
ary provisions for the spending plan and financial plan are approved.

L. Be reviewed each year before the annual budget is made and '
any change in policy recorded.

5. Be included in the budgetary document in summary form.

6. Not be limited in position to the introductory part of the
budgetary document but should be revealed throughout the document
in the nature of ‘explanatory and supplementary information, placed
in proximity to the particular item interpreted.

7. Be expressed in non-technical language and jud:.c:.ously
illustrated by tables, charts and photographs, to the end that it
can be easily understood by all who examine the budgetary document.

8. Be built around the educational needs of the commnity as
the focal point to which all activities are directed. .

"9. Along with the financial resources of the district, be the
dominant factor in formulating the spending plan and the financing
plan.’

10l Give first consideration to the educational needs of the
‘commnity, but at the same time should be tempered to the known
financial ability of the school district, with the ideal and prac-
tical combined to effect boBB a balanced educational program and a
balanced financial program.

v Re_search studies have authoritatively established the fact that :
. ;‘only arsrrnall percen’page of school.budgets gontain definite statements oft
;the educational rpr.ograms involved. This is true even though it is com-
Emon_'lyr agreed that a statement of the education program should be included
1n every proposed budget. As a result, it is doubtful if sufficient con-
§$ideration is given to the improvement of existing educational facilities
in the school district. This long publicized deficiency of budget :mstru-
ments commonly used, could be eliminated by including a section under |
‘the title "Educational Plan" in which the answered questions would :
clea.r]y indicate the details of the proposed educational program of the
~school. Tiiere should be questions concerning both the school edugationai
;p?ogz'am and the basic school policies. The questions should be so s

43 ’ | |
‘Herman C. Grose, 'The Educational Plan of the School Budget "
The American School Board Journal, CVIII (February, 1944), p. 23. ‘
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selected and formnlated as to challenge the school administrators to

,seek 1mprcvement in educational planning.

Estimating the cost of the desired educational program.--The

.Second step in the preparation of(a school budget is the estimating of
‘the cost of the desired educational program. An accurate estimate of
‘expenditures is of significance in_building a school budget because it
facilitates bringing the educational plan and the means of financing
portions of the budget into proper reiationship. Writers in the field
-of school budgeting are in accord in stating that it is desirable to
present expenditure data for the past year or more in the budget. Two

. L Lh | - | ,
authorities, Flocken and Thomsené5 recommend that expenditure data be
-shown for at least the past five years.»fHowever, in view of the rapid
ﬁchanges in school legislation and th¢,°95t cf consumer goods, such a
ﬁlengthy review of past expenditures hardly appears worthwhile.

| When estimating exnenditures for the ensuing year, Reeder sug-
gests that the following factors be kept in mind:

“l. Expenditures for the present Yyear and the preceding one,
two, or three years should be kept in mind. The best single basis
on which to prophesy the future-is the past. !The lamp of Exper-
ience, ! Patrick Henry once said, ®Is the best guide to the future.n
of course, history does not always M"repeat.!

‘Changes in the cost of various services, materials, and
commodities‘should be known. Thus, if the price of coal has
increased 20 per cent since the budget for the present year was
made, this increase would need to be kept in mind in making the
budget for the next year. Decreases in prices should be similarly

considered in making estimatss.  Of course, changes in prices during
the next year must be estimated. :

- -

MFlocken, op. cit., p. 34.

Thomsen, op. cit.,gp. 3.
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3. The size of the school enrollment also should be considered.
If there is to be an increase in enrollment such increase will ;
sometimes necessitate an enlarged- teaching force and other personnel,
and additional housing facilltles, equipment, and supplies.

'Ly " "Consideration should be given to whether any improvements
calculated to secure a better educatlonal product are desirable or
necessany . -

5.  Finally, there should be a critical examination of expendi-
tures made during the current year to ascertain any items which may
be eliminated from the budget without crippling the efficiency of
the schools. The fact that an item has always been in the budget
does not necessarily mean that the item should remain. It is pos-
sible that the need for a certain service or material has passed
away, that the money expended in providing such service or material
could be saved or could be used on some other item with greater
efficiency. In brief, possible economies in expenditures should
always be considered. Lé

e e e i e Y

!

The costs of running a school are so varied that it appears
'impossible to give definite instructions for making all estimates
faccu:a@ely. However, there are some suggestions that may prove bene-
%ficial. School expenditures can be roughly divided into four groups:
g(l) salaries and wages, (2) utilities and other stabilized expenditures;
TCB) generaliinstructional supplies, and (4) expendifures which do not

Irecur each year. Methods of making expenditure estimates for these
;groups of}e;pendltpres are presented in the following pefagraphs.

' Salaries of school staff constitute a large precentage of the
‘total cost of public school education. Salaries are commonly determine@
‘before final approval of the budget and can be accurately estimated. :
iThe request for salaries in the tentative budget should be an amournt
deemed necessary to secure and keep selected personnelf The estimated

amount for salaries can be reouced or increased to actualhconfract

amounts in the process of gaining approval for the budget.

6 -
4 _ Reeder, op. clt., Pe 362.
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Perhaps the next largest group of expenditures is Ior stable
items which can be estimated from a study of cost data relative to
operations for the previous year. Expenditures in this group include
those for such items as utilities, insurance, and communication. The
best index to use in estimating cost for expenditures which are much the
same year after year is the cost for previous years plus information

which indicates minor changes which mst be made.
A third group of expenditures consists of items such as text-

books, library books, educational supplies, and paper. The cost of thes
items fluctuates directly with the enrollment. To save time, budget

requests for such items should be in terms of the rate of expenditure

per student. The rate per stﬁdent should be based on past experience
in the district plus consideration for factors which change from year to

year. It should be noted thet a rate per student for some items is ofte

more easily Jjustified than is a lump sum tctal.

The Ycost per student" basis is sometimes used to allocate funds
for supplies and equipment to the various departments of a school.

This method is recommended by liles when he states:

The cost per student basis is one of the fairest and most
flexible bases for allocating funds to a depariment. Under this
plan, the allocation to the business department automatically
fluctuates with the number of pupils enrolled. The head of the
department is thus assured of a constant flow of funds which
enables him to set up long-range plans and work toward their
accomplishment with assurance. The cost per student is not the same
for any two areas of education so there must be éustification shown
for the cost per student allowed in the budget.h

Expenditures which are non-recurring cannot be accurately

estimated without detailed information regarding the needs of the

L7

‘Iiles, op. cit., pe The

L4
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'dlstrict for the coxn..ng year. .:.ncluded in this group are e}q:endz.tures

ii‘or furniture, equipment, »repalrzé a.nd proposed alterations or improve-
:ments to the school plant. Ford indicates that in determining the
‘expenditure estimate for future maintenance school administrators fre-
;quéntly_just‘ increase the amount expended in the preceding year by an
:ﬁaddition of 5 to 10 per cent. However, he does not recommend that
éprqcedure becﬁ.use it is not directly related to actual needs. He does
frecqmmend that a survey of thg school plant be made to determine the
}specii‘ic elements of_.‘ maintenance required._ The survey not only makes
Epossible accurate budget estimates but aiso consists of preliminary
pla.rmmg for the summer work programe.

' quesh9 recommends that budget estlmatlons for equ:.pment and
fsupplies spould stem dire_ptly from recommendgtions of teachers. To
gsecux—'e e:q:end:i:ture estimates from the classroom or department where the
?supplies or equipment will be used, authorities suggest the use of |
érem:isition sheets supplied by the superinb_endgnt's office. Huggettso
freporbs that requests and estimates can be secured fr_om teachers and
other employees by a simple form entiti.ed "Budget Requests.® He suggest;
;hhat the form consist of three columns headed "Article,™ "Proposed Use,"j
and "Approximate Cost." The heads of departments or principals should |
collect the completed requests and the superintendent should attempt to
incorporate them into the budget.

8
b Willard S. Ford, "How Budgets Should Be Prépared and Followed, "

The American School Board Journal, XCIX (July, 1939), p. 45.

L9
Gores, op. cit., p. 60.

50
__ Huggett, op. cit., p. 158._

-
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In‘spiye of‘careful é;fimation'of expendituréémié.is imbgésible:
gto gntigipate all costs accurately months in advance. Many authorities;
{theréfore, recommend that a contingency fund be set up in the budget.
}A contingency fund is an undistributed reserve amount set up to meet
fextraordinary needs which cannot be anticipgted. Its purpose is to havé
imoney readily availabie for unbudgeted needs when they arise. The amnunt
%recommegded forlsuch a contingency fund raﬁges from 1 to 10 per cent of
‘the budgeted funds.

| There are four common ways of handling financial costs which
%haVe not been anticipated: 4(l)qtransfer of funds, (2) borrowing money
ion tax anticipation warrants, (3) supplemental estimates, and (4) con-
?tingency funds. The method used must be in accord with existing laws ;
%affecting‘school funds. The contingency fund method provides for taking
écare of emergehcies with a minimum amount of effort. The disédvantages;
fof maintaining a contingency fund are reported by'Reeder to be: |
| l. Such a fund tends to make schgol officials estimate less

carefully.
2. It may lead to extravagances as an unexpended balance at

the close of a school year "burns the fingers" of some school 1
officials,siempts them to spend the amount for things which are not
necessary."- '

The value of a contingency fund has been sumarized by Ford as

follows: :

A contingency fund should not be used as a substitute for careful
budget preparation. It should make possible the financing of .
essential unanticipated needs and ngmit the normal functioning of
the program without wasteful delay.

51 ’ o f
Reeder, op. cit., p. 373, i
52 ’ - ) ‘
Ford, op. cit., p. L3.
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Determination of thé ;burces and amounts of fﬁi&é E; suppgft thé’

ieducational program.~-The third step in the preparation of a school
gbudgét involves the determination of-the sources and amounts of funds
iréq_uired to support the educational program. The budget instrument
;shouldAindicatg the sources and amounts of all receipts for at least twoT
:previous years. This should be used as a basis upen which to estiﬁate
ireceipts for the budget year. It will be found helpful if receipts and
:expenditures can be assembled in the budéet in such a way as to permit
‘easy comparisonf '
_ The problem of securing the funds required to support the ex-
Epgnditure program is essentially one of determination of the tax levy.
?;The total amount of funds to be raised by a local tax levy should be
calculated by first estlmatlng the amount of county, state, and federal
| }ald and local receipts from sources other than taxation. The sum of the
labove items should he subtracted from the total planned expenditures to é
'determlne the amount which must be ralsed through the local tax levy.
;In case the amount of funde needed from tax levies is more than can be
‘raised under the tax limitations imposed, it will be necessary to look
ffor other sources of revenue or to modify the educational plans to the
‘extent that they may be financed without additional revenue. ;
State aid in some form is commonly provided to help local school
districts maintain specified standard educational programs. To qualify .
for state aid, a school district must be unable to provide a standard é

‘program on the basis of local taxation. In most states regulations
~govern the extent of the local tax rate whlch mnst be malntalned if
.districts are. to_qualify for state. ald.
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i Formula; used ﬁakdetéfmine the amount of staéé.gid"received by R

‘individual s¢hool districts are different in various states. However,
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| ‘the general purpose of state aid is to equalize the educational oppor-
%tﬁnitieg; within the districts of the state. Therefore, the factors which
iafi‘ect. the amount of state aid for which a district qualifies are much |
3the same throughout the United States. ILocal factors commonly utilized
by state aid formulas are enrollment, enumeratioﬁ, attendance, qualifi-
cations of instructors, and the amount of funds available from other
sources. These i‘actqrs affecting state aid mst be qalculated before
‘the actual amount of state éid for which a district qualifies can be
‘determined.

School districts receivjng state _equalization funds must reckon
" |with a minimm expenditure plan. In Oklahoma it is referred to as the
"mlnlmum program.” The distribution of state aid for school districts
m Oklahoma is presented here as a typical illustration. In Oklahoma
Ethe amount of money that a school distrlct may qualify for is determinedi
iby subtracting the amount of the mlnmm.m program income from the cost of

53 :
‘the minimum program. Both the minimum program and the minimum program

; 54 A

‘income are defined by statute. Surpluses and certain receipts are not
.chargeable as minimum program income and may be used for an enrichment
:educational program above the standard defined by the minimum program.

Thus, the total anticipated revenue for suppc;rting the educational

-

23 0k1ahoma State Department of Education, The Oklahoma School Code
‘as Enacted by the 1949 Legislature of the State of Oklahoma and Subse— |
‘quently Amended by the 1951, 1953, and 1955 lLegislatures, 1955, pp. 93-97.

54
B Ibid._ » PP. ?7—98,
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program,of a school district may be estlmated with con31derable accuracy

;by calculating the cost of the minimum program and adding to it the total
iof all surpluses and anticipated receipts not chargeable as minimum

I program income. The cost ‘oi‘ the minimum program is determined by appiy-_
:Lng the state aid formula. An illustrgtive example follows indicating 1
:the_ factors in estimating the total revenuc evailsble for the ensning
‘year in an Oklahoma school district:

Calculation of the Total Estimated Revenue Available for Current
Expenditures for Ensuing Year in Oklahoma School Districts:

1. Total Minimum Program Cost $
2. Add:--Revenue not chargeable as

minimum program income

a. Net amount from local initiative

" millage (5 mills) '

b. Cash surplus June 30 (or estimate)

c. Vocational Reimbursements

d. Probable federal aid

e. Other anticipated revenue not

chargeable as minimum program income

Total revenue not chargeable as

minimum program income $
3. Total estimated revenue for ensuing year >

The state of Oklahoma guarantees to each local district aid
sufficiemt to support the minimum program. Items of income listed as
‘"a" through "ef in the above illustration constitube receipts or balances
‘not ;:hargeable against the minimum program income. Thus, those funds |
‘may be used to enrich the minimum educational program as defined by law.?

The distribution of miscelj.anéous incomes for school support is :
‘also regulated by law in each of the states. If the revenue source has
‘a broader base than the local district, the‘disi:»ribution is likely to be‘
on a per capita basis involving district enumeration, enrollment, or 3

: average daily attendance .
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Receipts from the support of public schools may be classifled as

et e ¢ ¢

i

irevepue and non-revenue receipts. Revenue receipts are those additions ;
to cash.orkother current assets which do not increase any liability or
Teserve, nor represent the recovery of an expénditure. Examples of
’revenue receiptg are state aid, reimbursement from Smith-Hughes and
5Ggorge—Dean vocational funds and other federal programs, local property
%taxes, and tuition from parents. Non-revenue receipts are amounts re-
.ceived which either incur an obligation that must be met at some future
date or chgnge the form of an asset from property to cash and,-therefore;
}decreasg the amount and value qf school propertj. Non-revenue receipts
;may resu;t from seyeral sourcesvsuch as exchanges of property for money,f
sale of bonds, proceeds of insurance adjustmenﬁs, and refunds from
;duplicate payments.

Receipts are often budgeted and accounted for by means of sepa- j

i
l

?rate accounting funds because of laws regulating the use of certain typeé
%of income. Ad valorem taxes may be levied to raise funds for particular.
épurposes such as to erect buildings or to retire bonded indebtedness.

EReceipts from such sourcés must be budgeted and accounted for in séparaté

funds. Some receipts, such as those derived from the Johnson-0OtMalley

Act, although used for current expenditures, are granted on the basis of
‘contracts or agreements and must be budgeted and accounted for sepa-
.rately; However, the bulk of receipts for current expenditures are
‘accounted for in a general fund and the major portion of educational

‘expenditures are handled through that fund. |
Effecting necessary adjustments in the budget .—On the foreg01ng

_pages information has been presented relative to the first three steps
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|in budget preparation: (1) determination of the educational program
needed in the community, (2) estimating the cost of the desired educa-
&ional program, and (3) determination of the sources and amounts of fund
available to support the program. The final step in budget preparation
invoives éffecting such adjustments in each of the first three steps as
may be necessary to balance the budget.

School districts are commonly feqnired by law to limit current
expenditures to a budgeted amount which cannot exceed the estimated
revenue for the year. In other words, a school system is not permittéd
to obligate itself for amounts in excess of what can be paid within the
fiscal year in which the debts are contracted. It is apparent, there-
fore, that regardless of the educational plans developed, the amount of
the program that can be carried out is dependent upon the funds availabi

for expenditures.

‘As presented earlier in this study, a desirable school budget
contains three parts; the educational plan, the expenditure plan, and
the financing plan. All of these must be brought into equilibrium in th
final approved budget. A desirable school budget is, therefore, often
compared to an equilateral triangle in which all sides and angles are
equal. The spending pian of the budget is based on the educational plan
which automatically makes two sides of the budgetary triangle equal. It
then remains to effect such adjustments as may be necessary to bring the
third side into balance. This is considered by authorities to be a very
important phase of school budgetinge. Technically, the legal responsi-

bility for making the adjustments rests with the local board of educa-

u

W

L

ltion. However, from a practical standpoint, the superintendent must mak

(4]
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the recommendatlons necessary to balance the budget. The recommendatlons

should be made when the tentative budget is presented for adoptlon. The
ftentatlve budget should reveal the desired educational program, cost of
‘the desired educational program, available resources to support it, and :
‘the adjustments which may be necessary to balance the three parts of the
‘budget..
There are several means available by which balancing of the three
;parte of a budget may be effected. If the available revenue is found to
Tbe’shorc, new sources may be recommended to provide funds. If the
‘finances cannot be extended, the scope of the desired educational‘prograh
:may be curtailed or the desired amount of salaries, wages, and other
~expenditures may be lowered. In making adjustments, all three parts of
;the budgst shculd receive careful consideration, so that the final budgef
fls as nearly as possible balanced both educatlonally and flnanclally
Speaklng of thls phase of budget preparation DeYoung reports:
When the initial estimates for the recelpts are compared with'
the estimated expenditures, one is not likely to find equilibrium:
If the available income is greater than the proposed expenditures,
a surplus will result. Then the expenditures can be increased to
include some extended phases of work, or the receipts can be cut
down. But if the available income proves less than the expenditure
estimates, one or two things must happen: the income must be in- |
creased or the expenditures cut. The first of these may call for an
increased local tax rate, while the second demands a careful reconrf
sideration of the entire budget. __. ;
Matching receipts with expendltures does not, however, balance

a school budget. Balance requires the unification of the tggee
programs—the educational, the spending, and the finanecing.

55De¥bung, Budgeting in Public Schools, p. 175.
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Presentatlon and Adoption of the Budget

The tentative budget should be presented to the adopting group
by the superintendent. As indicated earlier in this chapter, the com- ;
‘pletedvbudgetwmust be aecompenied by_a program of interpretation; to the
tbqard of education, to the school staff, and to the public. The super-
intendent should be able to justify every element in the budget request.
ithor changes from the budget of the preceding year should be carefully
‘explained. Huggett56 suggests that controversial issues should be
‘worked out 1n meetlngs of the board of educatlon long before the tentatlve
;budget is completed. With all possible controversial items forseen and
ireeonciled beferehand, the formal approval of the budget becomes a
‘routine matter.

j Authorities believe that the local board of education should be;
’the approving agency and make flnal declslons in adoptlng or revising |
jthe budget. Board members_should be furnished a copy of the budget prio}
gto the meeting at_which its»adoption will be eonsidered. Thus, they :
fuill tend to adopt pnly after thorough}etudy of fhe dqcument. In order
éthat-there will be ample time for discussion and study qf the budget,

ésome authorities recommend that adoption not be sought at the first |
‘meeting in which the budget is considered. Mort and Reusser’ 7 suggest
‘that the budget be presented to the board in terms of the necessities

:and the desirable additions. When the necessary items and the desirable

‘additional items are presented with adequate interpretative data, the

56Huggett, op. clt., P» 159. ?
57 |

Mbrt and Reusser, op. cit., p. 172.
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‘board of education can declde how far the community should and will go

[PT——

i
Eln carrylng on its educatlonal activities.
' The budget should be presented to the board of education along
w1th a letter of transmittal. This 1etter should outline briefly the
feducatlonal program sought and explain any depérﬁures from past educa—.
ftional programs. The letter of transmittal should be a "sales" 1etter,;
:not a dei‘eos_ef After it is read at the board meeting, the superintendenf
‘should answer orally any quostions which board members ask concerning
;the budgett He will thoreoy'be in a position to present justification
?for any request by discussing the need for the item requested and its
'probaole cost. The superintendent should have facts and figures avail-
gable to support all requests made in the budget . :
The budget should be formally adopted by the board of educatlon
'and recorded in the minubes of the board meeting. It is desirable, |
accordlug to some authorltles, to copy an n appropriation summary in the
=official minutes. In fiscally independent school districts this would
igive authority for copying the appfopriations in the accounting books
%and proceeding with the administration of the budget. However, there
gappears to be relatively few states wherein school districts are
‘fiscally independent to tho extent that school budgets are not approved;
‘or at least reviowed by'higher authorities before appropriations may be
‘legally expended. Budgétary'accounts for the ensuing year cannot be
‘established until such approval is made and funds become legally avail-
‘able for use.

Following approval of the budget, it should be interpreted to
‘the members of the school staff and to the public._Members of the



%chool §taff need to know how much of the approved budget<;$y'be used in?

Eeach department in order to make appropriate plans for the ensuing year.g
i Figures are often dull and likely not to be studied, therefore,
ﬁn interpreting the budget to the public, ¥c0unn58 suggests that such

fmethod;_of preéeptatign‘be used as: (1) forceful speakers, (2) informa—i
five ?osters, charts and slides, or graphs, and (3) maps, radio reports,

iand newspaper stories.

Administration of the Budget ?

Any educapionél‘agengy’geeds‘to plan its spending to prevent ove%-
;emphasis on some activiﬁies aﬁ ﬁhg expense of.others, to see that income?
%is_poﬁ expeeded by expenditure,‘and to chart an intelligent course of
gedgcaﬁional development and growth. The school budget is an adminis-
%rative deyice designedAto fulfi;l‘ﬁhese purpgseé for a school system.
?It_is a{plan for a one-year educatioga; program, including e;timated
;cqsts and means of financing. An educaﬁional plan is made to ke
?followed. Authoritigs state that instead of being ﬁlaid away in @oth B
;balls," the budget should bé used as a :estrictive and controlling instré—
ﬁgnt. It should be flexible, however, and not a straight jacket. It
:should be used as a guide and not as a rigid control. During a year®s
ﬁime there is likely'tq be unﬁgrseen need for materials or services and ;

the administration should be able to secure funds to take care of them
without an excess of difficulty.

= - — —
-D. J. McCunn, "Presenting the Budget to-the Board and the
Commmnity," The School Executive, LXVII (November, 1947), P 5h.
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| Lewis®? reports that after the school budget has been adopted, '
i ’ ' !

the best practice dictates that major categories and not the details of

;thevbudget‘shoul§~be theﬁbasis of control. Detailed estimates should
éservg school_mapagement as a guide in spending money so that a balanged;
%eduggtioqal program will evolve. However, the wisest use of money can |
'be qbtained when there is some leeway allowed so that unneeded balances
jin certain accounts can be transferred to éthgr accounts where a greaﬂer
?negd'occqrs thanAwas anticipated. The administration shouid have freedo@
in the use of budgeted moneyﬂwithouﬁ unnecessary delays and the seeking
?of special approval from groups other than the local séhool board.

It is recommended that the budget be made out in detail for the ;

fpurpgse of study, establishing justification of requests, and approval,

,jbut that the’tqtal funds for current expenditures be legally appropriéteﬁ

ginAjugt‘one account for current expenditures. The administration will
ffhep have the detailed estimates to be used as a guide in administering -
Fth; educational program but can make modifications in.the details of the'
:budgét when wise use of available money necessitates such changes. 'The
ipractice of appropriating money for current expenditures in several fundé
frathgr than in just one general fund for current expenditures was '
’referred to by Mert and Reusser as follows:

The maintenance of sepafate funds for financing current
expenditures is a vestige of an earlier period when legislators

sensed the need for some regulation of the items of current school
expenditures. It is now well recognized that a well-planned and

5?John'w. Lewis, "The Operation of the Budget,® The School

Executive, LXVII (November, 1947), p. 51.
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: well-administered budget accomplished this purpos; ruch gstter than ?
‘ any restriction of expenditures through the fund method. !

ihe maintenance of numerous specific appropriation accounts serves to
restrict the use of school finances in much the same manner as the
ﬁaintenance of separate funds.

| Budgeted émounts should be transferred to the account books and
?ecorded at the top of the columms for actual expenditures. Thus placed,
£hey show the authorization for the disbursement of funds equal to, but -
hot exceeding those figures. The unexpended balance of the apprdpriatioﬂs
;an be obtained by subtracting the expenditures encumbered from the ‘
?ppropriation.]inﬁi. Asfahlél designed a large graph to be kept in the
%uperintendent's office to show at a glance the status of any item of

gpp"opriation. The graph is so arranged as to indicate the amount of
;pproprlatlons in each classification, the amounts already expended, and‘
the ‘amounts still available. Asfahl reperts that expenditures beyond E
Phe approprlatlon for a single sub-classification should be shown in |
}ed, but to overspend the major classifications feqﬁires school board
;pproval of transfer of funds, and overspending the budget total is not
éllowed. The graph technique is beneficial to indicate the status of
}eceipt accounts as well as expenditures and reveals at a glance the

{

iotal estimated revenue from each source as well as the amount cqllectedg
io date. Such information is important because, if collections are ex- |
ceeding or falling below expectations, the administrator may need to
alter expenditure plans accordingly.

60Mbrt and Reusser, op. cit., p. 157. i

!
V

1
: William D. Asfahl, "Control That Budget,™ The Nation's Schools,
XXXIV (August, Lvhh), pP. Lhi-hé.
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Some local boards of educatlon require, and all boards should

v—— -

i.
érequire » a monthly financial statement prepared by the super:’ntendent oﬁ
-other financial officer of the board of education. The expenditure :
'report should show the budgeted totals in each accounting classification,
‘the amounts expended, and the balances remaining. A financial statement
%qf receipts should indicate the total anticipated receipts from each
5source as well as collections. Reeder states that monthly financial
statements should be prepared and presented at the meetlngs of local | ‘
.boards of education. He attributes the following advantages to the pla.n
It acts as a budget guide and control, it keeps school ofi‘:.c:.als
regularly informed of the status of the school funds; and it enables
them to make comparisons of the finangss with the preceding year and
with earlier months of the same year. '
It is commonly recognized that a well-planned budget is an aid
‘to the proper admn::.stratz.on of school systems. However, an excellent
’ budget does not ensure proper administration. Its limitations are sum- ;
fmanzed by Liles as follows:
| The budget outlines the course toward certain objectives but
does not of itself prevent deviations from the course or ensure the
attainment of the obgectn.ves. The budget will not ensure good
adm::.m.stra..n.on, it is only the servant of administration. The
budget is based on an estimate, and judgment should be exercised :Ln
following it; it should not be followed blindly. The budget should ‘

not be a].lowed to kill initiative or to run the school in 39 ironclad
manner. The budget is not the "watchdog of the treasury.! i

Summary
In the preceding pages of this chapter consideration is given
fto the important facets of public school budgeting. Desirable elements x

2 N
Reeder, op. cit., p. 691.
| 63
oo Iiles, ope cite, Pe 700
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°f school budget_ng are presented and substantiated in regarafzet o

t

5(1) functions, (2) format, (3) basic principles and responsibilities,

j(L;) preparation, (5) presentafion and adoption, and (6) administration.
;Evidence is presented which indicates that careful development and use ;
%of a school budget which involves an educational plan, a spending plan,i
%and a financing plan may result in a number of advantages in achieving
5the best educational facilities for school children of the district. It
iis also estabiished that the financial management of a school system
?today requires the services of an individual with specific preparation f
éfor the taske That individual in a small school system is generally
éthe superintendent of schools. é
j The information in the last section of the chapter indicates
'that the school budget is aot an end in itself bub is a tool by which
:better educational opportunities may be provided through effleient | i
%exscutlon of well-formulated plans. Administration of the school budget
?inyolves its conspant use as a guide but permits modlflcatlons of plansf
gcontained therein when unforseen deveiopments cccur, It involves the |
recordlng of budgeted amounts in account books and maintaining a proper
Tbalance between total income and expenditures in relatlon'to budgeted ‘
;amounts. This. requires accurate record keeping and methods of inter- ;
gpreting'the records. The administration of a budget is a most importang
éphase of the budgeting process. It can be accomplished most successfuliy

‘with an adequate system of accounting. )
It has been the primary purpose in this chapter to present é

51nformatlon and data relative to sound procedures and practices in school

’budgetlng." In any educational system sound budgeting constitutes the



%

basis for the development of an adequate financial accounting system.
Consideration of the elements basic to financial accounting for school

systems is presented in Chapter IV,
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CHAPTER IV

FINANCIAL ACCOUNTING FOR PUBLIC SCHOOLS

Introduction

Budgeting and accounting are reported to be the two principal

t{'.ocials of management control in business.l Progressive administrators o:t“t
’ischool systems have likewise found that budgeting and financial accourrt.-;
:ing are necessary in the successful direction of educational institution;.
fThe educational plans of a school system and the methods of financiai]y
‘supportlng those plans are summarized by means of the school budget . The
i‘acts of actual performance are summarized by the financial and operat:.ng
§statements and supplementary reports made possible by the financial ac- i
fcounting system. Thus, it is readily apparent that the budgeting and ;
?accounting functions of school administratibn are interdependent and thaﬁ
Ethe value of each can be enhanced oy the &ua.ility of the other. This
;point of view was supported by McCunn and Sacks whezi they stated that ‘
"unless the budget is supported by an adequate accounting system it may

have little practical value.?" The interdependence of budgeting and

1
David R. Anderson, Practical Controllershlp_ (Chicago: Richard :
« Irwin, Inc., 1947), p. 62. .

2
Drummond J. McCunn and Georgia May Sacks, "Planning a Unified
‘Accounting Program,™ The School Executive, LXIV (April, 1945), p. 59.

e e o - e v e v i  — ———. —— PR
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accounting was also recognized by Pittenger who expressed the opinion that
' 2
efficient budgeting ". . . improves financial accounting procedures.f

The educational values derived from proper budgeting procedures
were demonstrated in Chapter III of this report. It is the purpose of
this chapter to set forth the functioné, basic principles, and procedures
involved in the operation of financial accounting systems for public
schools.

Financial accounting for public schools has been definedh as the
classification and summarization of bookkeeping records for-the purpose
of conducting, controlling, and interpreting the financial and business
transactions of a school. The importance of accurate accounting records
for public schools is indicated by the tremendous amount of expehditures
necessary to support public school education. Expenditures from the
General Funds for the public schools of Oklahoma exceeded $100,000,000
for the fiscal year ending June 30, 1955.5 Our public school system is
big business. Any private business of that size and scope finds it
necessary to employ well-trained and competent accountants and book-
keepers. They must keep detailed and accurate records of all receipts

and expenditures and must be gble to produce a summary of the financial

3Benjamin F. Pittenger, Local Public School Administration
(New York: McGraw-Hill Book Company, Inc., 1951), p. 432.

hCarter V. Good, (ed), Dictionary of Education (New York:
McGraw-Hill Book Company, Inc., 1945), DPe L.

State Board of Education of.Oklahoma, Finance Division, "Class-
ification of General Fund Expenditures (white & negro) of Oklahoma Public
Schools as Shown by the Financial Reports for the Fiscal Year 1954-557
(Oklahoma City: Finance Division, State Board of Education, 1955), p. 1.

(Mimeographed. )
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Tcondition'of the business readily at any time. The same degree of care |

and accurate handling of the financial records of a school system appears

%o be essential.

Thetimportance of maintaining proper financial records is best
;indicated by enumsrating the functions that are performed by adequate
echool financial accounting systems. Althoﬁgh authorities commonly em-
?hasize certain basic functions of school accounting, their lists of
' }unctions.are rarely identical. The functions of a financial accounting;
system, which are presented in this study, are adapted from the works of.
;several authorities and are the functions most commonly enumerated.

The primary purpose of a school financial-accounting system is: E
fﬂro provide a definite, well-organized record of all financial trans-
ections in accordance with recognized governmental accounting procedures?
fhich will show where the money comes from, how much is available, and .
;hat it is used for.?6‘ Thus, the accounting system geides the superin- %
%endent and school board in the performance of their duties. It is the E
‘concensus of authorities in the field'of schoel administration that the '

eccounting system should fulfill such functions as:

1. Revealing the flnanclal condltlon of the school system at
any time, indicating the relationship between budgsted amounts and
actuel rsceipts and expenditures. :

2. Facilitating necessary adjustments in the rate of expenditure
by providing readily available data on the financial condition and
operating results of the various funds and appropriation accounts.

3. Facilitating unlform.reportlng of financial data requested
by county, state, and federal agencles.

4. Providing data required in determining the efficiency of
personnel, materials, equipment, and methods.

6M1nnesota Department of Education, Manual of Instructions for ?
Uniform Financial Accountlng,for Minnesota School Districts (St. Paul:

1952), pe 1l .. .
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g 5. Constitutlng a basis on which future financial aLEfEELcaEISﬁal
' plans may be formulated. . ;

EAn adequate financial accounting system further serves as a safeguard inf
:tﬁe administering of public school funds by providing complete records
iof all financial transactions and a means of limiting exbenditures to
?budgeted amountse

’ A good school accounting system should furnish all the financial
iaccounting information needed by local school officials and patrons of |
~the district, as well as the data requested by state and national agenéi;s.
.The éstablishing of such a system will necessitate the consideration of |
'basic governing principles. The principles, discussed in the follow1ng
pages, are those which apply particularly to the financial accounting
;systems of small independent school districts as defined in Chapter I of;

this report.

Principles of Finanéial Accounting

Flexibility is one of the most essential characteristics of a
Public school accounting system. A public school accounting system
should be readily adaptable to local circumstances. It should be possible
gto expand or contract the system to suit the varying needs and scOpes,of?
?nnmerous administrative units. The major difference between the account-
‘ing system of a sméll school and that of a larger one should be in the
amount of detail. The larger school usually requires more detail for

‘administrative purposes.
The accountlng system for a small independent school system
should be simple in form and operation. It should provide a means of

§keep1ngweconom1cally and in accessible form, the essential information _



99

needed for financial accounting in the school system for which it is

designed. Howe! indicates that no system is acceptable that works a
hardship on the school district, burdens the system with useless record-
keeping, and provides a mass of records that do not contribute to the
function of the school. Authorities aéree that the accounting system and
forms utilized should presupéose only a moderate degree of bookkeeping
informaticn on the part of the individual responsible for financial
accounting in a small independent school district.

The accounting system should provide information needed for
fiscal reports. The information should be provided in such order and
form that the prepara;.tion of reports is facilitated. This principle of

accounting necessitates careful consideration of the budget and financial

report forms when setting up the chart of accounts to be used in the
inancial accounting system. In this regard, municipal accountants

report that:

The accounting statements should be taken directly from the
accounts in the ledgers. If this requires extensive re-arrangement
of data, combining or separation of figures, and other laborious
operations then the books are not set up properly or the statements
not correctly arra.nged.8

Since the individual school system has no control over the report forms

required for annual financial reports, all adjustments must be made in

l he bookkeeping systen.

7Henry Howe, "A Unified System of Accounting Procedure for
Purchase and Inventory Control for Small High School Systems of Arizona,®
The National Business Education Quarterly, XIX (March, 1951), p. 30.

8unicipal Finence Officers Association of the United States and
Canada, Simplified Municipal Accounting, A Manual for Smaller Govern-—
mental Units (1313 East 60th Street, Chicago 37, Illinois, 1950), p. 128.j

-
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The flnanclal accountlng system should include an 1nternal check

0

'
e ey

to make the misuse of funds highly improbable. This may usually be
vattalned by a division of labor in the fiscal procedures. No one 1ndivi~
i@ual should be in chafge of the total fiscal activities of receiving
‘?revenue, making the expenditures, and recording thé transactions.
.;Huggett9 believes that a superintendent should not handle money except
fin case of emergency. The superintendent is in a vulnerable position

:by the nature of his duties and should avoid, whenever'possible, the
‘handling of monies. The original written records of all transactions
‘must be retained as part of the accounting records. The school treésuref
%should pay only warrants supported by properly authorized legal claﬁns.'
IA yearly audit by an independent accountant should be reqplred as a
Eprotectlve measure for school officials and taxpayers.

; The accounting system should utilize forms of such size and
Eqpality of material that filing will be simple and retention assured fo£
Ssuch time as may be desirable. Complete accounting records for all
\flnanclal transactions are commonly required by law to be retalnad for

éa period of five years. It is undoubtedly preferable to retain them.for 
?approximately'twice that long. The problem of filing must, therefore, |

‘be considered when determining the accounting materials to be used.

The finaneial accounting system should conform to legal require¥
‘ments by providing financial data in prescribed classifications of
accounts., Accurate records of all receipts and expenditures should be

made in the prescribed manner so that t}evlegality of all transactions

9 :
: Albert J. Huggett, Practical School Administration (Chamnalgn-=
\The_Garrard. Press, 1950), p. 153. ;
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may be readily ascertained. " This principle generalli .x.r;a'ic‘e;manda’cery

i
+

the accoﬁnting of receipts by fund and source. Likewise, it makes ’

mandatory the accounting of expenditures in terms of fund and function.

There should be sufficient unifoi'mity of classification cof

accounts to provide for state- and nation-wide comparisons of major items.

The public school accounting system should utilize uniform classifications

fof accounts for receipts and'disbursements and also a standardized ac-
fcounting terminology. This uniformity should be maintained throughout .
jthe entire accounting cycle, from the preperation of the budget to and ?
;through the preparation of the financial statements. Uniformity of
accourts and terminology should be maintained throughout all of the
tschool systems of a state. In so far as state laws and regulations m_‘Ll
}:permit, the accounting classifications used in state systems should be ‘
funi.form nation-wide. | -

| The accounting system serves the local administration in fiscal *
%c-n.—rel through budgetary accounting and in more intelligent planning |
Ffor the future. It must also serve in terms of larger areas such as ’c.he‘:
fcourrby, state, or nation in the compilation of financial data relatiwve
;to public schools. Statistics for the state or nation are conipi.led from
i:the figures for individual districts obtained from local records. The
matter of uniformity in local records is, therefore, of fundamental |
importance on the coumty, state, and national basis. Unless a uniform
‘classi.fication is adhered to, and unless common terminology exists, any
‘one account will not reflect a single type of transaction. One indi- !
vidual might interpret a transaction in a manner different from that of ;

;anothez; and make an entry in the wrong account. Even the same individual

‘may-have-different-opinions-from time to time.,— —
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‘ment of state systems of public school accountinge It was revised in

'1948 with but minor changes.
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T ~ The use of standardized account classifications, which are de-
gsigned to contain the same type of financial information, makes possible;
;the comparison of school financial data among widely scattered schools. ,
:Educational data compiled from nation-wide sources form the basis for :
'decisions at the national level. Such decisions are of utmbst impo;'tancéa
;ffor the local school district and the public, either directly or in-
.directly. Thus, it is essential that the public school accounting system
fshould utilize uniform classifications of accounts for receipts and dis-
;bursements and also a standardized accounting terminology.
The only means now available for securing nation-wide unj_fomity;
Efof accounts is to follow the recommendations of the United States Ofi‘iceE
EEc:f Education when developing local budget forms, financial reports; and
gaccounting systems. Since 1909, the United States Office of Education,
zln cooperation with other national and state organizations, has promoted?
‘bhe cause of uniform recording and reporting through national connm.ttees,

'publlcatlous, and conferences. A builetin, Financial Accounting i‘or
10

;‘Public Schools, was published following an extensive nation-wide co-
‘joperative study extending from 1934 until 1940. The bulletin has been

'widely used as a guide by state departments of education in the deve10p-

A cooperative study sponsored by the United States Office of

‘Education is currently underway to develop a fn.nanclal accounting hand-
‘book. Account classifications advocated by the new financial accourrbiné

10
Federal Secmty Agency, Office of Education, Washington, D. C.,

F:Lnanc:.al Accounting for Public Schools, Circular No. 204 (Washington:

i

. Govermment Printing Office, - 1952). —
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handbook will be more adaptable to present-day school Tevenues and

T

ieXpendltures. The handbook will be concerned w:.th two important problemjé
?that constantly face every school system; n_amely, the kinds 6f fiscal
iini‘ormation that should be available and how this information should be ’
1cl::;.ss:n’.i‘:’.ed. and recorded for most profitable use. The handbook will ‘
‘contain a set of standard financial accoumts, ciassified and defined,
:and additional accounting terminology necessary to the effective use of
;an accounting systemes The accounts will consist of those which are .
finq:orbant and useful to a school district and which need to be cowarablé
famong school districts. ‘
- Objectives of the nation-wide cooperative study have been ac- |
compllshed to the extent of the issuance in duplicated form of the "I‘h:er
‘Prel::.m:mary Draft of Financial Accounting Handbook.™ » This handbook ;
' {rapresents the latest thinking of authorities concerning the problem of
fflnancial accounting for school systems. The duplicated handbook was
?tissued for use in regional conferences and it appears that the final '
gproduct will contain but minor changesv of its present form. This ha.nd-
%book constitutes the most significant contribution that has been made toj
éthe sf.andardizing of accounts for public school accounting. :
The chief advantages which would accrue from uniformity in
financial accounting procedures in a state were enumerated by Reeders:
1., It would make it possible to compare financial practices in

one commmnity with practices in other communities. For example, :
unit-cost studies could be made with a greater degree of confidence .

nUnlted States Department of Health Educatlon, & Welfare, :
Offlce of Education, "Third Preliminary Draft of Financial Accounting .
Handbook" (Washington: United States Department of Health, Education & ‘
\Welfare, Office-of-Education,-December,- 1955) 5 - (Ihmeographed)
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i "in their accuracy. Under present financial-accounting methods such :
’ studies are almost impossible to make. For example, if a person !
| ‘undertakes to compare expenditures for maintenance of school build-"
t :Lngs in several school systems he is likely to find that his desire
: is largely defeated because maintenance expenditures are not inter-
preted the same in all school systems. What orne school system ca]_'I.s
a maintenance charge another system calls operation, and still i
another system calls capital outlay. ;
. 2+ It would make the task of aud:.t:.ng the accounts much easiers

Every state provides for systematic and periodic audits of the ac-
counts of every public official. The difficulty with which these
auditors work can readily be 1mag1ned when innumerable kinds of
financial accounting systems are in use.’

3+ It would be easier for school off:.clals to make their re- ,
ports to the United States Commissioner of Education, the chief state
school official, the county auditor, the county superintendent, or
other agencies. This would be particularly true if the reporting
blanks were based upon the accounting forms, as they should be based.

L. It would be easier to train school clerks and other school :
officials in financial-accounting methods, because there would be
only one system to become acquainted with and emphasis could be
placed on that system. 12

5. It would make the cost of accounting forms mch lesse.

. A somewhat lengthy discussion of important principles of school {
i !

account:v.ng systems has been presenteu on the preceding pages. The pri- -Z
mary requisites of a suitable state-wide financial accounting system for

pu.bhc schools may be summanzed as follows:

1. It should be i‘lexi.ble and adaptable to the scope and needs
of various administrative units. 3
2. It should be simple in form and operation. .
3. It should provide information needed for fiscal reports
without the necessity of extensive re-arrangement of data, combm:mg
or separating of figures. or other laborious operationse. i
4. Tt should include an internal check to make the misuse of |
funds highly improbable. :
5. It should involve the use of accounting materials of such
size and qua2lity that filing will be simple and retention for long
‘periods possible.
6. It should provide f:'..nancn.al data in such form that the
legality of all transactions may be readily ascertained.
7. It should utilize standardized accounts and terminology to |
provide for state and nation-wide uniformity. |

i

12
Ward G. Reeder, The Fundamentals of Public School Adm.rustratn_on

~(New York: ~The Macmillan Company, 195.1.), pp. 685~684., = R
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, Establishing the Financial Accounting System

; Acceptance of responsibility for administering the business
j'ai‘:t'a:i.rs.of a school district places an obligation upon the members of
;the local board of education not only to direct a satisfactory educationél‘ _
fprogram.but to adequately account tq the taxpayers for all school mpnies;
iAn acéurate, adequate, and revealing accounting system is necessary if
?the local board of education is to prbperly perform ea;h of these basic’
iiobligations. The accounts utilized in the accounting system must be
;those needed to aid in fhe administration of the entire eduéational
éﬁrogram-as well as to fulfill the obligation to taxpayers for ége
iaccurate accounting of all school funds.

Establishing an accounting system involves the consideration ofg

|specific questions such as: (1) What will be the basic system used;

'

isingle or double entry? (2) Will general ledger accounts or a colnmnaré

;distributionjledger be used? (3) How many and what accounts are needed?

Basic Systems of Recording Financial Data

The first question involved in'develéping financial records foré

‘a school district relates to the basic system to be used in recording
: : !
‘the financial data. Two basic systems of recording financial data are |

‘used in municipal accounting. These systems are "single-entry" ahd
double~entry."® The double-entry system may be defined as:

A system of bookkeeping which requires for every entry made
to the debit side of an account or accounts an entry for the corres-
ponding amount or amounts to the credit side of another account or |
accounts. .3 |

: 13Uhited States Department of Health, Education, & Welfare,
{Office of Education, op. cit., p. 170, j
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The double-entry system of accounting for schools and other municipalities

zis patterned after the prevailing commercial accounting system but with f
;pecial adaptations required to serve the purposes of municipal accourt-
;ing. The double—entrj system can be most effectivély used by school j
fdiStricts employing competent bookkeepers and administrators who have a |
'basic knowledge of accounting principles.
The single-entry system of accounting involves the recofding of

ifinancial data pertaining only to the elements of rebeipts and expendi- °
tures. The revenue, appropriation, encumbrance, surplus, and other ‘

similar accounts utilized in a double-entry system of municipal acéountiﬁg

‘are eliminated entirely. The use of the single-entry system requires

1
4

Eonly limited knowledge of accounting principles and procedures. It has,

i
'

Ttherefore, proved to be the most practical means of recording finahcial j
éinformation for many of the small school districts which have neither %
;cléfks competent to perform the record-keeping nor administrators who ;
3understand the more complicated elements of accounting. Analysis of |
faccounting bulletins published by state departments of education indicatés
?that the single-entry system of accounting is used almost exclusively inj
%the public schools. :
The single-entry system of accounting can be adapted to either |
%the general ledger or the columnar distribution ledger method of main-

Etaining accounts. If the general ledger procedure is used the warrants z
are coded and recorded in-a warrant register in numerical order. They -
fare then posted to the proper accounts in the general ledger. In the

?columnar distribution ledger accounts they are also listed in numerical

igrder“and‘thenNextendedwtowtheﬁappropriate_columns._ﬂ
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! ) Procedures by«Which“K;counts are Méintéig‘edwmﬂ***—"w
: , i
In determining the format of the accounting system to be used, a

'second problem arises. It concerns the general arrangement for assembling

.

'data in accounts. Two procedures for maintaining accounts are in commoﬁ
iuse. They are the procedure of making entries on colﬁmnar sheets and |
jthé procedure of making entries on pages in a general ledger. Each
;procedure for maintaining accounts haé its advantages and disadvantages{
';The columar accounting procedure might.berbest for one school districté
‘and at the same time be inappropriate for another school district. For;
;example, the number of accounts required in a particular district may be
fso large as to make the columnar arrangement unwieldy. The procedure N

i

jwhich can supply the needed financial data in the most usable form with
| !
the least effort should be adopted.

% The columnar procedure for maintaining accounts is similar to
?thé combined cash journal arrangement commonly used in accounting

%practicé. The réceipts and expenditure records consist of special !
?columnar pages instead of separate ledger sheets. A warrant written,oné
ia particular fund is recorded in the columnar ledger record in numericai

gorder with the appropriate identifying information needed for auditing

ipurposes. The total amount of the warrant is recorded in the.-first ?

‘'money colum and then extended to the proper one of the special columns:

)

‘The total amount of expenditures from a fund is found by adding the first
fmoney colum which contains the amount of each warrant written. Adding%

‘the special columns reveals totals expended in each of the classificatiohs

B 3
-k

*“represénted by the special colums. The amount of the appropriation is
{

icammonly;recordedwatwthe_top_of_each4special.c61umn.for;easy_comparisonf
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;n'.th expenditure totals. ‘ A .;:oding system is often us;éc.i?xliucon;junctionﬂﬂ
{

‘wa.th the columnar ledgnr to allow for expansion of the system of accounts.

‘In this way the expendn.tures or receipts which occur most frequently are
recorded in special columns. Those expenditures or receipts occurm.ng
less frequently are coded and recorded in a miscellaneous column. The

}nisce]laneous items must then be summarized at the end of a fiscal period.

!

Advantages attributed to the columnar procedure for recording

jreceipts and expenditures are: (1) it requires one record book instead
fof two, (2) it} saves considerable time in recording and posting, (3) it :
;is simpler to understand and to operate, and (4) the entire expenditure
Eor receipt program can be visualized without thé necessity of preparing

fi‘inancial statements or referring to two or more books.
: A columar distribution ledger has the disadvantage of being

¢

limited by the number of columms which can be conveniently placed on 1

ione sheet or an extension thereof. In an effort. to include more columms,
?the ledger sﬁéets may be made so large that the ledger is bulky to
?handle and difficult to file.

The general ledger procedure for maintaining accounts is often |
%advocated especially for large school districts. The advantages of the ,
.égeneral ledger procedure have been listed by Good as follows: |

.1l. It provides for unlimited expansion or contraction to fit
the needs of each individual school. The addition of accounts to
care for new types of information is not limited by the number of
columns which can be handled conveniently on a page. Nor is the
small school required to use forms encumbered with a large number
of account columns which will never be used in the small school. i

2. It makes possible the compilation of all information con-
cerning a particular item in one place, and hence a picture of the
present financial status of that iteme For example: If a refund
is posted to the account in which the orlglnal entry is posted, !
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| but in the opposite column of the account, and the result is the
' net balance of money received or spent.

; 3. It makes possible the grouping of accounts into major '
functional classifications and the addition to each group of accouxrbs
without interrupting the relationship of accounts within each group
or any other group. Thus a school operat:mg a cafeteria, or a lunch
program, and wishing detailed cost and income accounting concerning :
the activity could secure this accounting in the accounting system
already existing, and without mtermptmg the sequence of any of the
other groups of accounts.

L. Tt promotes a budgetary control by providing a ready balance
at the end of each mortth, or oftener. if desired, for all of the
budget .items. Thus, it is poss:r.ble at any time to know whether the
rate of expenditures to date is greater than was planned for in the . -
budget and to adjust future expend:x.ture plans accordingly. '

5. It contributes to unn_form:.ty in the classification of account-
ing data by making the :anlusa.on of each type of accounting infor-
mation convenient.

~ 6. The general ledger, coupled with the use of the genera.l :
journal or journal voucher, simplifies the mclus:.onlgf miscellaneous
information such as budget transfers or adjustments.

Regardless of the procedure utilized in maintaining the accounts

:
t

::Ln which financial data are recorded, a uniform system of accounts shoul%l
?prevail. The uniform system of accounts should simplify financial re-
fporting and facilitate the accumlation of data needed for the budget.
’In addition, it should simplify administration of the budget. Of the
;two procedures for maintaining accounts discussed here, the general
:ledger procedure undoubtedly has the grea.téi' possibilities. However,
;?Ffor use in small school systems, the columar procedure is recommended |
?because of its simplicity, its conservation of time, and the limited
5use made of financial data. A colummar ledger form designed for use in

" small independent school systems of Oklahoma is presented in Chapter V

;of this report.

; Leonard Francis Good, "A Uniform Financial Accounting System 1
for Nebraska Schools™ (Unpublished Doctor's dissertation, The Um.vers:.ty
‘of Nebraska,_ 1946), pp. 80-81.

—— l
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Determining the Accounts Needed
Engelhardt has stated the major implications in the problem of
answering the question, "How many and what accounts are needed?". In
1931 he stated that the problems involved in the application of account-
ing principles to public school bookkeeping procedure involved:

The financial facts which will most definitely aid in the eco-
nomical and successful administration of a public school system
mast be clearly and definitely determined.

The accounts which will supply this information accurately,
promptly, and clearly, must be kept.

The reports or statements that will set forth these essential

* facts in the manne{ in which they will serve the management mmst be
prepared and used. 5

Municipal accounting authorities also report that when one knows

what information is needed, and why, much of the nFstery of accounting

disappears.16 Setting up a chart of accounts for a school system,

herefore, necessitates the determination of the financial information
needed for the proper administration of the schoolvprogram and to fulfill
the administrationt?s obligation to the taxpayer for the businesslike
acconﬁting of all échool monies.

Financial information needed on the state and national levels
may be determined by analyzing the annual reports required of each school
Fistrict. The major reports involved in Oklahoma are: (1) the annual
Tinancial report, (2) the annual transportation report, ;nd (3) the appli-

cation for accreditation. The arnnual financial report briefly summariges
|

15Fred Engelhardt, Public School Organization end Administration
(Chicago: Gimn & Company, 1931), p. 475.

14
““Municipal Finance Officers Association of the United States
end Canada, op. cit., p. 1.
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school expenditures in terms of functions in accordance‘with.recommenda-
tions of thé United States Office of Education. The annual transportation
report summarizes the cost of student transportation in detail. In
addition to much non-financial information, the application for accred-
itation in Oklahoma requires data concerning expenditures for library
books and science laboratory equipment. The data are required to ensure
that the policies of the State Bcard of Education in regard to library
-iand science laboratory expenditures are being followed. The information
needed for prompt and accurate reporting of the financial data called

for in these reports should be readily provided by the accounting system.

Other financial information is required in the preparation of
school budgets in order to follow the prescribed laws of various states
and the regulations of state boards of education in the collection and
expenditure of school funds. Therefore, the school budgets must be
analyzed to determine the financial data needed and the fofm in which

it must be presented to fulfill legal requirements.
The bulk of financial information required by the administrators

of a school program is that utilized in the preparation of the budget
jinstrument and the annual reports. However, some larger schools may

be benefited by more cost analysis detail and, therefore, require
additional accounts. Where a number of similar schools exist within a
single district, some comparative cost data will undoubtedly be of aid
in effecting economies in the administration of the educational program.
Authorities generally question the value of a mass of details for com-

parative cost purposes in the small school. The small school may also

lack the clerical assistance necessary to properly record and interpret
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'cost accounting data. It is the consensus of authorities that the :
finformation required for financial reports and the school budget consti-f
?tutes as much data as small school districts can advantageously utilizeot
The actual accounts recommended for small school districts tend :
ito be similar in all states. This similérity results from the uniformit& |
fof accounts and accounting terminology brought about by the adoption of
“uniform accounting systems in most of the states. Minor differences may
arise in the financial accounting systems in the providing of information
required to fulfill legal demands which vary from state to state. The

‘specific accounts recommended for use in small independent school dis-

;tricts in Oklahoma are presented in Chapter V of this report.

Fund Accounting
: One of the characteristics peculiar to municipal accounting is
‘that it consists primarily of accounting for "funds.® A fund may be
fdefined as:
e ¢ o & sum of money or other resources set aside for specific
activities of a school district. - The fund account constitutes a
complete entity and all of the financigl transactions for the
particular fund are recorded in them.—!
!Separate funds are established in municipal accounting to ensure that
money will be used only for the specific purpose for which it was appro;
‘priatede Thus a fund, in one sense, is an accounting device whereby the

transactions pertaining to each specific activity must be recorded in a .

separate group of accounts.

1 ;
: 7'Ur:d.‘i',ed States Department of Health, Education, & Welfare, ;
0ffice of Education, op. cit., p. 172. z
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: The fund d331gnatlons utlllzed in public school accountlng are

e ey

isimilar to those commonly found in other forms of municipal accounting. |
i i ;
'They may vary somewhat among school districts but, in general, are as
:follows:>
1. Geheral Fund--for 6rdinany operation and upkeep.
2. Sinking Fund--for debt and interest on debt retirement.
3. Capital Fund--for permanent improvements of a general
nature as opposed to special assessments.
L+ Trust Funds—those held in trust for owner pending final
disposition.
5. .Special Funds—for certaln specific purposes not included |
in funds listed aboig and generally created specifically by ordinance
or legislative act. f
| Funds commonly employed in school districts of individual states
.are described more fully in the accounting handbooks issued by the varioﬁs
zstate departments of éducation. The number of funds which may exist are
?innumerable becaﬁse a fund is ordinarily established to account for anyz
épublic money which was raised for a particular purpose.
The accounting system of a school may become quite complicated
fas a result of a large number of funds which require separate accounts. .
‘Therefore, funds that are to be expended for general school purpdses

__?shoﬁld, whenever possible, be accounted for in the General Fund.

Basis of Recording Expenditures
Expenditures may be recorded on either an Maccrual' or "cash®

‘basis. When the accrual basis is used, an expenditure is recorded as
.soon as a purchase order is issued or a contract made. Funds for paymenf

{thereby'becomé encumbered with the cost as soon as a contract for

8
1 W. K. Newton, "Outlines of Municipal Accountlng" (Norman:

Uhlver31ty of Oklahoma Book Exchange, 1950), p. 3. (Mimeographed.)
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éexpenditure is let. The accounting entry is made from the purchase orde?

ey

éor similar form of contract. HMany purchase orders cannot be filled
iexactig'as ordered and, consequently, there may be a variation between
the amount of a purchase order and the corresponding invoice. Thus,
?adjusting entries are frequently necessary when expenditures are re-
écorded on the accrual basise. This basié of accounting accurately-reveals
fat any given time the true expendituresvand the true cost of the school
%administration unit for a particular period. Accurate accounting by the;
taccrual basis requires considerable knowledge and skill on the part of
individuals performing the recordkeeping duties. |

The cash basis of recording expenditures reveals only the
;amount of the warrants issued. The amount of encumbrances are not
éshdwn'in the accounts. Use of the cash basis necessitates that'aue con-,
%sideration be given to claims and cqntracts pending, when reporting on
gthe stétus of an expenditure account or appropriation balance. This mayf
%be accomplished readily in a small school system by maintaining a file
;folder for unpaid purchase orders, thus, making possible a quick deter-
‘mination of total obligations when the information is needed. |

Authorities in school administration recommend that expenditures
‘be recorded on the accrual basis in order to maintain an ﬁp-to—date ?
.record of actual obligations. Such a record would also indicate actual -
appropriation balances. However, for small school systems, the cash
basis is recommended by the writer because it is éimpler to maintain

and the essential information in regard to total obligations of funds

‘can also be readily determined.
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Cost Accounting

A phase of accounting applicable to school systems as well as’
business firms is known as cost accounting." Its principles are appli-
cable in all types of business and are considered absolutely essential
in manufacturing concerns. Accounting data pertaining to school costs
can be extremely valuable in the economical operation of a school system.
By economical operation is meant the wise expenditure of funds rather
than a curtailment of services performed.

Cost accounting for municipalities has been defined as:
« « « that method of accounting which provides for the searching
out and recording of all the elements 25 cost incurred in performing
an activity, a job, or a unit of work.
A1l accounting of expenditures may be called cost accounting but the
term, as commonly used, refers to a certain phase ofﬁgeneral accocunting.
Cost accounting systems are designed especially to provide financial
facts for management!s use in the administration of the business affairs
of the organization involved. The purposes of cost accounting for muni-
cipalities were enumerated by Chatters and Tenner as follows:
o « o to provide expenditure data to be used in (1) preparing the
budget, (2) determining whether operations are being carried on
efficiently, (3) determining whether to have certain work performed
by governmental unit?!s employees or by an outside contractor, and
(4) arriving at the cost of fixed assets constructed.20

Cost accounting for school districts has the same ultimate aim

as cost accounting for commercial organizations. This aim is specifically

fet forth in the following paragraph.

1l ,
9Carl He. Chatters and Irving Tenner, Municipal and Govermmental
Accounting (New York: Prentice-Hall, Inc., 1947), pe 337.

20
Thid., p. 337.
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The ultimate aim of cost procedures is to supply useful informa-
tion. Accurate cost statements, properly analyzed, are of value to
the management in setting sales prices and in controlling and reduc-
ing costs. They measure the results of past performagie and give a
tangible basis on which improvements may be effected.

The well-administered schodl system should make use of cost
studies. The administrator should know what a unit of service should
cost and what it actually does cost. These two facts form the basis for
intelligent decisions concerning similar transactions in the future.
Such information will often enable a school system to decrease its costs
without lowering the quality of its educational services. The cost of an
article or service is accurately revealed in an adequate accounting

system. Vhat similar items should cost may often be determined by means

of comparative cost studies.

Costs of manufacturing concerns zre commonly calculated for units

of output and for departments. Cost accounting in schools is likewise
most significant when it reveals costs by units and by departments or

other administrative divisions. Two problems are confronted in unit cost

studies. The first problem is that of securing comparable data; the

recond is determining the unit cost. The nation-wide adoption and use of
a uniform accounting system, utilizing standard accounts and terminology,
would make possible the securing of reliable financial data for compara-
kive studies. In recent years,4the tendency has been for increasing
Lumbers of states to develop school accounting systems which uniformly
ilize the standard accounts advocated by the United States Office of

;ducation.

21 . , S
The Higher Accountancy Instruction, Research, Advisory, and
Educational Staff of LaSalle Extension University, Cost Accounting
Procedure (Chicago: IaSalle Extension University, 1947), p. l.
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The determination of the unit in which costs will be expressed

is dependent upon the purpose for which the cost data is needed. Since

the product involved in a school system is the student, unit cost studies

are commoniy expressed in terms of student units. Examples of student
units are average daily attendance, average daily haul, and enrollment.
In determining the cost of library books and periodicals, or when the
comparative cost of the various subjects or departments of the school is

determined, the cost per student is appropriate. However, if the cost

problem pertains to maintenance and operation such as janitoral service,

the number of square feet involved is a more practical unit of cost.

Studies concerning the cost of heating should be based on the number of

cubic feet to be heated, but the cost of water might be more directly

related to the number of students involved. In all comparative cost

studies, the unit of cost selected should be significant for the particu-

lar purposé:for which the cost data are needed. A properly coded account-

|

ing system makes this possible.
In summarizingvinfofmatiOn pertaining to cost accounting and
comparative cost studies in school systems, it is obvious that an analysis
of school costs may aid in the administration of a school by:
1. Revealing ways and means by which economies may be effected.
2. Revealing trends in school costs.

3. Revealing the cost of various elements of the educational
program which makes it possible for decisions to be based upon facts.
L. Supplying accurate data for budget estimates.

5. Supplying reliable data for public relations uses.

Administrative value may also be derived from comparing costs of the

same element in different school systems or by different years in the

?ame system. However, too much reliance should not be placed on average
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practice which does not necessarily set a desirabie standard. In making
comparisons, care must be taken to ensure that reliable data are used.
Finally, the units of cost aéalyzed or compared must be applicable to
the purpose for which the data are needed.

To this point, the material in this chapter has been concerned
with principles of financial accounting for school systems and various
considerations involved in establishing a financial accounting system.
The remainder of the chapter is devoted to consideration of the actual
procedures of accounting for receipts and expenditures of public schools

and the preparation of financial reports.

Accounting for Receipts

It is the duty of the school district treasurer to receive, be
responsible for, and to account for all school district money. Standard
account classifications should be utilized in accounting for receipts so
that financial data of the district will have significance on a county,
state, or nation-wide scale. The United States Office of Education is
encouraging the use of a standardized classification of receipts which
utilizes a minimum number of accounts that are carefully defined, yet
easily understandable.

The standard classification oftreceipts recommended by the United |
States Office of Education provides for three major classifications:
(1) revenue receipts, (2) nonrevenue receipts, and (3) transfer accounts.

The classification terms themselves have standardized definitions so

22 :
United States Department of Health, Education, & Welfare,
Office of Education, op. cit., ». iv.
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that they will mean the same in all school districts of the nation.

IMevenue receipts are additions to assets which do not incur an obligation
hat must be met at some future date, do not represent exchanges of prop-
rty for money, and are available for expenditure by the board of educa-

L:’Lon."z3 Tax receipts of any nature that are appropriated for current

expenéiture purposes constitute the major séurce of revenue receipts.

'"Nonrévenue'receipts consist of money received which either incurs

an obligation that muét be met at some future date or changes the form of

an asset from property to cash and, therefore, decreases the amount and
value of school éroperty."za Honey received from loans, sales of bonds,

and sales of valuable property are nonrevenue receipts.

Classified as transfer account items are any receipts received

from another school district for services rendered. It should be noted

hat such receipts are classified as revenue receipts from the standpoint
f the local school district. However, from the standpoint of the state,
hey are réceipts to the sending district and transfer funds to the
receiving district. To avoid duplication in consolidated data for the
Ftate, such receipts should be clearly identified and are, therefore,
%ecorded under the classification of transfer accounts.
Figure 1, page 121, presents minimum standard receipt accounts
that should be maintained for each school district and for each fund
separately accounted for in the district. "Minimum," as used here,

refers to the smallest number of accounts which should be utilized by

23_ .
Ibide, Pe 4o

24Ibid., p. 10.
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Lny school district, providing there are receipts'wﬁich may be propefly
classified under each account title. It is probable that not all of the|
standard receipt account classifications will be necessary or applicable
in any one district. The accounté needed will be determined by the
source of revenue for each fund. Sources of revenue vary from state to
state and from district to distriet within a single state.

The receipt accounts advocated were not désigned for general
fund receipts or for any other particular fund. They are the basic

accounts which should be used in accounting for the receibts in any

established‘fund. When legal requirements or other considerations neces
sitate the establishment of individual funds for specific activities,
appropriate standard accounts should be selected from those recommended
here.

it should be emphasized that receipts for each fund should be
accounted for in the appropriate standard classification account. Yet,
because of differences in sources of school money, some districts may
not need all of the accounts presented in Figure 1. It would not be
necessary to establish an account if the district did not receive any
money from the source indicated by the account.

legislation providing for the finanﬁing of schools is often
affected by detailed reports of school revenues. When school district

financial data is used for appropriation purposes it is important that
the amount of revenue derived from each principal source be clearly des-

Agnated. Four major revenue receipt accounts are currently recommended

2
by the United States Office of Education, > namely: (1) Receipts from

|

L 25

Tbids;—ppe—4—10s




LIST OF STANDARD RECEIPT ACCOUNTS

Adapted from Chart of Receipt Accounts advocated in "Third Preliminary
Draft of Financial Accounting Handbook,! United States Department of
Health, Education, & Welfare, Office of Education, December, 1955, p. iv.

REVENUE RECEIPTS NONREVENUE RECETPTS

10-30 Series 54,0-60 Series
10. Receipts From Local Sources 40. Sale of Bonds
11, Taxation and Appropriations
12, Tuition From Patrons 50. Loans
13, Transportation Fees From
Patrons 60. Sale of School Property and
14. Other Receipts From Local Insurance Adjustments
Sources )

' TRANSFER ACCOUNTS
20, Receipts From State Sources 70-80 Series

B0, Receipts From Federal Sources | 70. Amounts Received From Other
v : School Districts in the State

80. Amounts'Received From School
Districts in Other States

Figure 1l,~-Minimum standard receipt accounts that should be
maintained for each school district.
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Local Sources, (2) Receipts from Intermediate Sources, (3) Receipts from
State Sources, and'(h) Receipts from Federal Sources. |

The list of standard receipt aﬁcounts which constitutes Figure 1,
page}121, does not include the account "Receipts from Intermediate
Sources.” In this study any receipts from revenue sources beneath the
state level are considered to be receipts from local sources. The
intermediate administrative unit of government is a county. In some
states there are many local school district administrative units within
a county. In other states there exists one school district administrative
uit per county and the county boundary lines also form the school dis-
trict boundary lines. Therefore, in such school districts all receipts
from sources within theAcounties are receipts from local sources. It
appears that greater uniformity would be obtained for financial reports
if all revenue from county or district sources were classified as receipts
from local sources. Thus, in this study, only three major revenue
receipt accounts are utilized: (1) Receipts from Local Sources, (2) Re-
ceipts from State Sources, and (3)-Revenue from Federal Sources. These
accounts may be divided into as many subordinate accounts as desired;
the minimm number of accounts which should be utilized by any district

are shown in Figure 1, page 121.

Receipts from Local Sources

Receipts from Local Sdurces, as presented in this study, consist

of those receipts available to a district which may not be properly

Llassified as receipts from state sources or receipts from federal

sources. As indicated in Figure 1, receipts from local sources should




123

be divided into four principal classifications, namely: (1) Taxation
and Appropriations, (2) Tuition from Patrons, (3) Transportation Fees

from Patrons, and (4) Other Receipts from Local Sources. The local

receipts account classifications listed are, in general, self-explanatory

The account is usedrto record all money derived from taxes which is
specifically earmarked for school purposes, as well as money received out
of funds set aside periodically by the appropriating body for school
purposes.

Taxes, including licenses and permits, are compulsory charges
levied by a governmental unit for the purpose of financing services per-
formed for the common benefit. Tax receipts may be further identified
as being derived from property taxes or non-property taxes. Property
taxes come from levies on real and personal property. Non-property taxes
konsist of money derived from poll taxes, utility taxes, income taxes,
dog taxes, licenses, permits, and any other taxes, except real and

personal taxes, that are levied by the school district.

Receipts from State Sources
Receipts from state sources for public school accounting purposes

include funds ccllected by a state and distributed to local school dis-

rricts in amounts different from those which were actually collected
rithin such local units. Examples of the kinds of receipts recorded in
ghe accounts under this classification are state grants of money for such

items as general school purposes, vocational education, visual education,

Lexﬁbooks, education for the handicapped, and school transportation.

but the account 'Taxation and Appropriations™ requires some clarification.

(4]
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Réceipts from state sources also include money received from the federal
government through the state as a distributing agency, except federal aid
for food services. Federal aid for food services is recorded in a special
clearing-house account along with student activity funds and does not

come within the scope of this study.

Receipts from Federal Sources

Receipts from Federal Sources is an account title for‘recording
revenue received by a schoo} district directly from the federal govern-
ment without going through a state as a distributing agency. No specific
subordinate accounts are listed under this major classification but some
will be needed to meet the requirements of a grant received by the
district. Federal grants of money such as current expense and capital
outlay assistance for federally affected areas, and payments to the
school districts in lieu of taxes, are examples of receipts which should
be recorded in appropriate subordinate accounts of receipts from federal

SouUrces.

Complete List of Standard Receipt Accounts
The list of standard receipt accounts for school receipts which

is presented on page 121 contains only the absolute minimum number of

accounts which should be utilized by any school district. A more compre-
ensive list of accounts for4school receipts is presented in Figure 2,
page 125. The list is designed to fulfill the needs of both small and
large school districts. It contains the minimum accounts essential for

all school districts and provides additional standard accounts for those
districts that have need for more than the minimm accounts.
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LIST OF RECEIPT ACCOUNTS

Adapted from Chart of Receipt Accounts advocated in "Third Preliminary
Draft of Financial Accounting Handbook,' United States Department of
Health, Education, & Welfare, Office of Education, December, 1955, pp. 2-

-3

11,

13.

4.

2L,
22.

REVENUE RECEIPTS
10-30 Series

10. Receipts From Iocal Sources

Taxation and Appropriations
a. Taxes received from
school district levies
a-l. Property Taxes

a-2. Non-property Taxes
Taxes Received From
Other Governmental Units
b-l. Property Taxes
b-2. Non-property Taxes
Appropriations of Other
Governmental Units

be

Ce

Tuition From Patrons
a, Non-resident

b. Adult Education
ce. Other

Transportation Fees From
Patrons

Other Receipts From Local
Sources

a. Permanent Funds and
Endovments

Interest on Deposits
Net Receipts From
Revolving Funds
Temporary Rents

Gifts

Miscellaneous Revenue
From Local Sources

b.
Ce

d.
1=
£,

20. Receipts From State Sources

State

Federal Money Received
Through the State

30. Receipts From Federal Sources

40.
50.

é0.

7b.

NONREVENUE RECEIPTS
L4,0-60 Series

Sale of Bonds

Loans
a. Short-term
b. Long-term

Sale of School Property and
Insurance Adjustments

a. Sale of School Property
b. Insurance Adjustments

TRANSFER ACCOUNTS
70-80 Series

Amounts Received From Other
Districts in the State

a. Tuition

b. Transportation

c. Miscellaneous

Amounts Received From School
Districts in Another State
a. Tuition

b. Transportation

Cce. Miscellaneous

Figure 2,—Extended List of Standard Receipt Accounts
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Some school districts may wish to keep even more receipt accounts
than those shown in the extended list. In such an event, additional ac-
counts are readily classifiable under the account titles listed. The
minimum receipt accounts which should be maintained by all school dis-
ricts, when revenue is received from the source indicated, are shown in
capital letters in the list of receipt accounts presented in Figure 2,

page 125.

Maintaining Receipt Records
The process of accuratély accounting for receipts includes:
(1) writing receipts with duplicates for all money received, (2) posting
To a cash receipts book in the appropriate account classification,
(3) maintaining an acc;rate account of cash balances in the various funds
by means of posting a current summary of cash receipts and cash payments

to a summarizing account and calculating the balance after each posting,

d (4) filing all original papers pertaining to receipts. The original
E:persinclude those received with the money and also duplicate receipts
issued for cash received, duplicate certificates of deposit, and the
analysis of each deposit certificate where only one bank account is
maintained but more than one fund is involved in the deposit.

Essential information to be recordsd in a cash receipts bock for
each receipt of cash includes: (1) the date of receipt, (2) from whom

received, (3) the amount received, and (4) the account classification of
the receipt. Cash receipts must be accounted for in terms of definitely

established, and often legally defined, funds, such as a general fund,

sinking fund, or special cash fund.
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Accounting for receipts may be simplified if receipt records for
ach fund are maintained separately and then recapitulated for the purpose
of preparing financial reports. In small independent school systems the
roceduce may be facilitated by the use of loose-leal record sheets.
Perhaps not more than one sheet of a kind will be needed to record the
year's receipté in any particular fund. Thus, one account book will
contéin all of the accounting records required for all of the school funds.

The preceding presentation of information concerning accounting

for school receipts contains explanations of the standard classification
of accounts for receipts, the principal sources of school income, and the
essential records needed for a sound accounting of receipts. Illustra-
tions of the recommended forms for ﬁaintaining such records are presented

in Chapter V of this report.

Accounting for Expenditures

The importance of accurate and revealing accounting for school
funds was indicated earlier in this study. Briefly, adequate accounting
for school expenditures serves the following purposes:

1. It fulfills the administrationts cbligation to taxpayers to
maintain an accurate record of the expenditure of public money.

2. It provides the administration with pertinent information
to aid in the administering of the budget and in keeping expenditures
within budgeted amounis.

3. It provides accurate financial data for cost studies that
may form the basis for a wiser use of school money.

L. It provides readily available data for preparation of the
budget and financial reports.

5. It provides reliable financial data which may contrlbute to
school financial planning on state and national levels and provides
data upon which state legislatures and the national congress can
base decisions regarding financial aid to schools.

To facilitate the accomplishment of the preceding functioms, it is
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necessary that each item of expenditure be charged to the appropriate
fund by means of an entry in ﬁhe proper account.

The values which may be derived from nation-wide uniform classi-
fication of expenditures in standard accounts were established earlier
in this chapter. Evidence has been presented to indicate that the only
way to achieve nation-wide uniformity of accounts and accounting termi-~
nology is by the establishment of uniform accounting systems in the
various states. The uniform systems should be adapted to local conditions
but follow, in so far as state laws will permit, the recommendations of
the United States Office of Eduéation. In view of the above considera-
vions, it appears highly desirable for ail public school districts in
the United States to make uniform use of the expenditure accounts and
accounting terminology presented in the "Third Preliminary Draft of
Financial Accounting Handbook.26 The account classifications contained
therein, are the result of a cooperative study, so planned as to involve
hundreds of individuals throughout the nation who are concerned with
school finance and school financial reporting. The handbook has been
submitted to the chief state school officers throughout the nation by
means of regional conferences. As a result of the conferences, modifi-

cations have been made in the handbook which tends to make it entirely

practical for nation-wide usage. The standard expenditure accounts recom-

nded were chosen because: (1) the account classification appears to be
he best yet devised for public school financial accounting on a nation-

wide basis, and (2) it affords the only means of developing nation-wide

|

Fniformity in recording and reporting school financial data.
l 26 |
Ibld.
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A comprehensive‘list of the standard expenditure accounts for
public school accounting is presented in Figure 3, pages 130 to 134,
inclusive. The list is designed to fulfill the needs of both small and
large school systems. It contains the minimum accounts essential for
all school districts and provides additional standard accounts for those
districts that may want to use them. Minimum expenditure accounts are
shown in capital letters in the list and are indicated by code numbers
to the left of the accounts. Additional detailed accounts are shown in
small letters as subordinate fo the minimum accounts and are indicated
by code letters to the left of the accounts.

A1l the standard accounts listed in Figure 3 will not be neces-
sary or applicable to accounting for the expenditures of any given fund.
The purpose for which expenditures are made will determine which of the
standard expenditure accounts will be needed. Accounts that are not
applicable should not be employed. Thus, a fund might have need for
pnly one cr two expenditure accounts if the use of that fund is greatly

restricteds On the other hand, the General Fund, from which most school

xpenditures are made, should undoubtedly utilize many standard accounts
for proper classification of expenditures.

In general, school districts should maintain at least the basic
number of expenditure accounts listed in capital letters in Figure 3.
However, because of differences in types of expenditures, school districts

may be able to function with the omission of certain basic expense ac-

counts. An account shouid not be used, of course, if the district expends
no money for the purpose represented by the account. School districts

wishing to expand their accounting systems beyond the basic accounts 1



LIST OF EXPENDITURE ACCOUNTS

Adapted from Chart of Expenditure Accounts advocated in "Third Prelimi-
nary Draft of Financial Accounting Handbook,® United States Department
of Health, Education, & Welfare, Office of Education, December, 1955,

b.
Ce
d.
€e
f.
e
h,
1.
e
k.
1.
e
Ne
Oe

Pe

120.

b.
Ce
de
€e
f.
Ee
h.
i.
3o
k.
1.

o 9
Oe

P

Board Secretaryts Office
Treasurerts 0Office
Superintendentts Office
School Elections

Tax Collection

Legal Services
Centralized Research
Census Enumeration
Business Managerts Office
Fiscal Control .
Building and Grounds
Purchasing

Personnel Office
Printing and Publishing
Other Salaries for
Administration

SUFPLIES AND OTHER EXPENSES
Board of Education

Board Secretary's Office
Treasurer?s Office
Superintendentts Office
School Elections

Tax Collections

Legal Services

Centralized Research

Census Enumeration
Business Managerts Office
Fiscal Control .

Building and Grounds
Purchasing

Personnel Office

Printing and Publishing
Other Supplies and Expenses
for Administration

Figure 3.—Extended List of Standard Expenditure Accounts
(This figure extends through page 134.)

Pp. 15-24,
ADMINISTRATION TNSTRUCTION
100 Series 200 Series
110. SALARIES 210. SALARIES FOR INSTRUCTION
a. Board of Education

211. PRINCIPALS
212. CONSULTANTS OR SUPERVISORS
213, TEACHERS |

21J,, OTHER INSTRUCTIONAL STAFF

215, SECRETARIAL AND CLERICAL

216. OTHER SATARIES FOR

220.
230.

240,
250,

a. School Librarians

b. Guidance Personnel

¢. Psychological Personnel
d. Educational TV Lecturers

ASSTISTANTS g
a. Principalts Office
b. Consultants or Supervisors
c. Teachers

d. Other Instructional Staff

INSTRUCTION
TEXTBOOKS

SCHOOL LIBRARY BOOKS AND
PERIODICALS o

a. Library Books

b. Periodicals and HNewspapers

TEACHING SUPPLIES

OTHER SUPPLIES AND EXPENSES
a. Supplies

b. Travel

c. Miscellaneous Expenses
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ist of IExpenditure Accounts —— continued

ATTENDANCE AND HEALTH SERVICES
300 Series

310, ATTENDANCE SERVICES
311l. SALARIES
a. Attendance Personnel
b. Secretarial and Clerical
Personnel
c. Other Salaries

312, SUPPLIES AND OTHER EXPENSES
a. Supplies
b. Travel
c. Other Expenses
320. HEALTH SERVICES
321, SALARIES
a. Professional and Technical
a-1l, School Physicians, In-’
cluding Psychiatrists
a~2. School Dentists
a-2. School Hurses _
a-L. School Dental Hygienist
a-5, Other Professional and
Health Personnel
b. Non-professional and Non-
technical Health Personnel

322, SUPPLIES AND OTHER EXPENSES
a. Supplies
b. Travel
c. Other Expenses

PUPIL, TRANSPORTATION SERVICES
LOO Series

SALARTES

a. Supervisors

b. Drivers

c. Mechanics and Other
Garage Employees

Clerks and Other Employees

l{.lOo

d.

1]

420,

30,

440,

L50.

160,

510.

520.

530.

EXPENSES FOR OPERATION AND
MATNTENANCE

a. Gasoline

b. Lubricants

c. Tires and Tubes

d. Repair Parts

e. Supplies and Expenses for
Garage Operation

Garage and Garage Equip-
ment Repairs
Maintenance of Vehicles
and Equipment by Private
Garages

Rent

£.

ge

h.

REPLACEHMENTS OF VEHICLES

2. Cash Purchase

b. Lease-Purchase and
Installment Payments

TRANSPORTATION INSURANCE

CONTRACTED SERVICES AND
PUBLIC CARRIERS

PAYMENTS TN LIEU OF
TRANSPORTATTION

OPERATION OF PLANT
500 Series

SALARTES

a. Plant Engineers

b. Janitors

c. Gardeners

d. Other Salaries for Oper-
ation of Plant

FUEL FOR HEAT
UTILITIES, EXCEPT FUEL
a. Water

b. Light
c. Power
d. Telephone and Telegraph

Figure 3.—Extended List of Standard Expenditure Accounts (continued)
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Tist of Expenditure Accounts — continued

540. SUPPLIES, EXCEPT UTILITIES b. Social Security
a. Custodial Supplies. ¢. Pension Payments
b. Supplies for Operation of : .
Vehicles 720, INSURANCE AND JUDGMENTS
c. Supplies for Care of Grounds a. Property Insurance
d. Other Supplies for Operation b. Employee Insurance
of Plant c. Liability. Insurance
d. Bond Premiums.
550, OTHER EXPENSES e. Judgments
a. Freight and Drayage )
b. Operation of Vehicles 730. RENTAL OF LANDS AND BUILDINGS
c. Care of Grounds a. Land and Buildings for
d. Laundry, Dry Cleaning and Instructional Purposes
Linen Service b. Land and Buildings for
e. loving of Portable Units or Hon~instructional Purposes
Buildings
f. Hiscellaneous Expenses 740, INTEREST ON CURRENT LOANS

| 750. OTHER FIXED CHARGES
MATHTENANCE OF PLANT .

~ 600 Series
, FOOD SERVICES AND STUDENT-BODY
610, SALARIES 4 ACTIVITIES
a. Upkeep of Grounds 800 Series
b. Repair of Buildings
ce Repair and Replacement 810, FOOD SERVICES
of Equipment : ;
_ , 811, SALARIES
$20. MATERIALS AND OTHER EXPEINSES .
a. Upkeep of Grounds 812, SUPPLIES AHD OTHER EXPENSES
b. Repair of Buildings . S
c. Repair and Replacement 813, PAYMENTS TO COVER DEFICIT
of Equipment IN FOOD SERVICE CASH FUND
630. CONTRACTED SERVICES §20. STUDENT-BODY ACTIVITIES
a. Bukeep of Grounds
b. Repair of Buildings 821, SATARTES
c. Repair and Replacement :
of Equipment ‘ 822, SUPPLIES AND OTHER EXPENSES
. 823. PAYMENTS T0 COVER DEFICITS
FIXED CHARGES OF STUDENT ACTIVITY FUNDS
700 Ser:.es , -

710, SCHOOL DIS'mICT CONTRIBUTIOIIS
TO0 EMPLOYEE RETIREMENT
a. State, County, or Local

,______Be_tmment.mnds '
Figure 3.—Extended List of Standard Expenditure Accounts (cont:mued)
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List of Expenditure Accounts —— continued

COMHUNITY SERVICES CAPITAL OUTLAY
900 Series 1000 Series
910. RECREATION 1010. SITES
a. Salaries a..Sites or Additions
b. Supplies and Other Expenses b. Improvements to Sites
920, CIVIC ACTIVITIES 1020, BUILDINGS
a, Salaries a. New Buildings or Additions
b. Supplies and Cther Expenses b. Remodeling
930. PUBLIC LIBRARIES 1030, EQUIPMENT
a. Salaries a. Administration
b. Books, Periodicals, and b. Instruction
Newspapers c. Attendance and Health
c. Supplies and Other Expenses d. Pupil Transportation
R e. Operation of Plant
940, CUSTODIAL AND DETENTION CARE ' f. Maintenance of Plant
OF CHILDREN g. Food Services and
a. Salaries Student~body Activities
b. Supplies and Other Expenses h. Commmnity Services

: i, Investment Property
950, VELFARE ACTIVITIES :

a. Salaries |
b. Supplies and Other Expenses DEBT SERVICE FROM CURRENT FUNDS
1100 Ssries

960. NON-PUBLIC SCHOOL PUPILS :
1110, PAYMENTS OF PRINCIPAL

961. INSTRUCTIONAL SERVICES | a. Bonds o
a. Textbooks b. Short-term Loans
b. Supplies and QOther c. Long~term Loans
- Expenses d. Warrants or Claims of

Preceding Years
962, ATTENDANCE AND HEALTH

SERVICES 1120. PAYMENTS OF INTEREST ON DEBT
a. Attendance : a. Bonds o
b. Health b. Short-term ILoans

c. Long-term Loans

963. TRANSPORTATION SERVICES
1130. PAYMENTS INTO SINKING FUNDS

1140. PAYMENTS TO SCHOOLHOUSING
AUTHORITY OR SIMILAR AGENCY
a. Principal
b. Interest

1150. OTHER DEBT SERVICE

Figure 3.—Extended List of 'Sta.nd'a.rd Expenditure Accounts (confinued)
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List of Expenditure Accounts — continued

TRANSFER ACCOUNTS
1200 Series

1210, PAYMENTS TO OTHER SCHOOL
DISTRICTS IN THE STATE
2. Taition _
b. Transportation
c. Miscellaneous

1220, PAYMENTS TO SCHOOL DISTRICTS
IN OTHER STATES
2. Tuition
b. Transportation
ce. Miscellaneous

1230. TUITION TO OTHER THAN PUBLIC

SCHOOLS

a. Private Non-sectarian
Schools

b. Individuals

Figure 3.——Extended List of Standard Expenditure Accounts

(continued)
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should chﬁose other applicable standard accounts from the list in
Figure 3. Some schools may wish to keep more detailed expenditure ac-
counts than shown in the comprehensive list of accounts. Extra detailed
accounts are readily classifiable under the standard account classifi-
cations listed.

A study of the list of expenditure accounts on pages 130 through

134 reveals that the proper classification of expenditures should present

no great problem. However, a handbook might well be beneficial for

Leference purposes. Handbook IT, Financial Accounting will be obtainable,

when published, from the Superintendent of Documents, U. S. Government
Printing Office, Washington 25, D. C. The handbook will describe each
of the standard account classifications. It will also present a glossary
of terms used in school accounting activities and an extended guide for
classifying school expenditures. Since the handbook will soon be avail-
able for general use, it appears unnecessary to define the individual

accounts in this study.

The educational functicns to be facilitated by an adequate

accounting of school expenditures are enumerated in the preceding pages.

The list of standard expenditure accounts recommended for nation-wide
use in classifying and recording financial data for public schools is
provided in Figure 3. Minimum accounting records which should be
Ltilized to adequately account for financial data for school systems are

discussed in the next section of this chapter.

Accounting Records Needed

The basic materials necessary in accounting for school expendi-

tures are: (1) claim forms, (2) a warrant register, and (3) an
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expenditure distribution ledger. The warrant register and expenditure

i stribution ledger are often combined. Such a combined form is recom~
E:nded in Chapter V.
A claim form is the authorizing instrument for the payment of
funds. Essentially it consists of an itemized invoice signed’by the
claimant. The form provides space for signatures of the officers of the
school board who indicate approval for payment. It should also contain
a space in which to indicate the fund to be charged.and a distribution
of the cost for the expenditure ledger accounts. Vouchers and voucher
packets are used in some states for the same purpose as claim forms.
Claims are paid by means of warrants. A warrant is a written
order drawn by the schooi board directing the school treasurer to pay a
specified amount to a designated payee. In addition to constituting a
written order to the treasurer, the warrant, after being éigned by the
treasurer, becomes a negotiable instrument similar to a check. Warrants
may be issued on tax anticipated funds before the funds are collected:
When thus issued, they become short-term notes which earn interest at a
specified rate from the date of issue until funds are available for
cashing. Warrants are recorded in numerical order in a warrant register
pbooke Funds are accounted for individually wifh a separate series of
numbered claims and warrants maintained for each fund.
The expenditure distribution ledger is composed of a set of
forms on which expenditures are distributed in terms of the various
accounts. The accounts may be maintained in columnar or account form.

Advantages and disadvantages of each type of accounts were enumerated

previously in this chapter.
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School districts not maintaining an elaborate bookkeeping system

commonly record expenditures only when claims are approved for payment.
Such a procedure necessitates that due regard must be taken of claims
and contracts pending when reporting the status of an expenditure account
or a fund balance. When the cash basis of recording expenditures is
utilized, the accounting procedure consists of: (1) auditing, filing,
and approving claims for payment, (2) writing warrants on the basis of
approved claims, (3) recording the warrants in numerical order in the
warrant register, and (4) recording warranted expenditures in the proper
accounts in the expenditure distribution ledger.

The distribution to the expenditure ledger is made on the basis
of information recorded on the claim for which payment is made. The same
information is sometimes recorded on the warrant so that distribution of
expenditures can be made from the warrant, warrant stub, or duplicate
warrant. The accounting procedure for smali independent school systems
in Oklahoma will bz considered further in Chapter V with the presentation

of illustrative ferms for an accounting system recommended for use in

Oklahoma.

Financial Reports

The accounting system contains financial data for a school
district but it is the function of financial reports to make the data
readily available for use. The word M"report" is applied, in accounting,
to any formal written presentation setting forth financial facts. A

report may thus vary from a single statement, such as a treasurerts

daily report of collections, to the annual financial report containing
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numerous financial statements, which taken collectively show the finanégil

condition and financial operations of the school district. Four purposes
served by school district financial reports were enumerated by Mort and
Reusser, namely:

« « « (1) to state the general fiscal conditions of a school district,
(2) to present the facts on income and expenditures in various details
for the use of administrative officers or the public, (3) to supply
the information needed in making reports to state and Federal
agencies, and 5%) to give information which will increase lay
understanding.

There may be innumberable special financial reports which set
forth in easily comprehensible form financial information that is needed
for special purposes. However, this study will be concerned only with
two of the very common reports; the monthly report to the superintendent
and school board and the annual financial report to the state department

of education.

Reports for administrative purposes should be prepared at regﬁlar
intervals, usually once a month. The monthly statement ordinarily should
show the appropriation, the amount expended, the amount encumbered, and
the unencumbered balance for each major budget account. Such a feport
furnishes the superintendent and school board with financial data
showing the relation of budgeted income to actual receipts and of current
expenditures and encumbrances to appropriations. Reports of this nature
aid in the administration of the business affairs of a school district
'since budgeted expendifures may have to be curtailed if actual collections

of income lag behind anticipated amounts. They also aid in planning

2
7%&21 R. Mort and Walter C. Reusser, Public School Finance
(New York: McGraw-Hill Book Company, 1951), p. 287.
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%xpansions of the spending program should actual income exceed the

budgeted amount.

Annual financiai reports are customarily required by the various
state offices of education. The financial reports from individual school
districts are assembled by state officers for use on both state and
national levels. The basic list of accounts previously provided in this
chapter is designed to directly supply the inférmation required for
annual financial reports to state offices. It is important that expendi-
tures be distributed correctly to the standard accounts in order to

supply reliable data for state and national use.

Summary
In Chapter III of this study data and information are presented
relative to the development and use of budgeté in public school systems.
The interdependence of the budgeting and accounting functions of public
school administration is emphasized in this chapter. However, the major
portion of the chapter relates specifically to the accounting function.
. [Evidence is presented which indicates the importance of a sound financial
accounting system which will include uniform data that will be reliable
for use on local, state, and national levels. The school financial
accounting problem has been presented with special emphasis on the:
(1) functions of the accounting system, (2) principles of school account-

ing, (3) important considerations in establishing an accounating system,

(4) methods of classifying and accounting for receipts and expenditures,

and (5) the place of financial reports.

|
L
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The information in Chapters III and IV of this report constitute
‘the basis for the recommendations and specific proposals made in Chapter
V. The purpose of Chapter V is to present a budget instrument and an

accounting system developed in accord with the basic principles presented

in Chapters III and IV.
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CHAPTER V

BUDGET INSTRUMENT AND ACCOUNTING SYSTEM RECOMMENDED
FOR SMALL, INDEPENDENT SCHOOL SYSTEMS IN OKLAHOMA

The primary purpose of this chapter is to present a budget instrt
ment and an accounting system designed to facilitate officient adminis-
tration of the finances of small independent school systems in Oklahoma.
For the pu:r"poses of this study, a small independent school system is
defined in Chapter I as a school district offering instruction in grades
1 through 12 and employing not less than 6 nor more than 40 teachers.

A count of the independent school districts listed in the Oklahoma Edu-
cational Directoryl reveals 495 small independent school systems while
there are only 38 school districts in Oklahoma employing more than 40
teachers. The budget instrument and accounting systems advocated here
are designed to serve the minimum needs of all school systems.regardless
of size but since the great majority of the school districts are of the
small independent type their needs have been kept uppermost- in mind.

The major difference between the budgeting and accounting requirements
of small and large school systems is the amount of detailed financial

data which should and will be utilized in the administration of a school!

1
Oklahoma State Department of Education, "Oklahoma Educational

Ul
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fiscal affairs. It may be noted also that large school systems usually

have better facilities for budgeting and accounting work, have greater
need for more detailed financial information, and have already established
procedures approximating accepted standards.

The document used in Oklahoma as a budget instrument is entitled
"School District Estimate of Needs and Financial Statement." Some of its
weaknesses as a budget instrument are reported in Chapter I. The major
weaknesses are:

l. It is unnecessarily complicated and not suitable for study
by board members, teachers, and patrons.

2. It is not co-ordinated with the accounting system usually
maintained, and the required financial reports.

3. It does not include any provisions for indicating the edu-
cational program the budget is supposed to promote.

L. It consists essentially of an audit report to be completed
by an accountant and this does not encourage budgetary planning on
the part of school officials.

Careful aralysis of school budgeting procedures in small inde-
pendentvschool systems in Oklahoma reveals that budgeting, in a true
sense, is not commonly practiced. In addition, analysis of accounting
practices indicate that there is little, if any, uniformity in the way
expenditures are classified and accounts maintained. Because of the
lack of uniformity it is impossible to get comparative data for use on
local, state, or national levels. As indicated in Chapter I, there is
need for the development of an appropriate budget instrument and the
establishment of recognized uniform practices in both budgeting and
accounting for the small independent school systems in Oklahoma. It is
with these two major elements of school administration that this chapter

is concerned. Some legal aspects affecting school budgeting and

accounting in Oklahoma are present d.;n;&he,ﬁgllou;ng_ﬁgctlon.
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legal Aspects Affecting the Development
of a School Budget Form

The purpose of this section is to indicate the influence on the
school budget form that has been exerted by the existence in Oklahoma of
county excise boards and the Oklahoma Court of Tax Review. No attempt
is made to outline all of the legal requirements pertaining to the
appropriation and expenditure of school funds.

Each state has constitutional or statutory provisions pertaining
to the appropriation and expenditure of money for school purposes and
budget instruments commonly have to be so designed that the appropriating
|agencies may be relatively certain that local schocl districts are ad-
hering to the legal mandates. Among the various states there is much
diversity in laws affecting school budgeting, particularily those relatin
to sources of receipts. Therefore, there tends to be diversity in budget
instruments designed for use in different states. This is true because
a budget instrument is most efficient if it is designed to be used under
ithe specific conditions existing within a particular state. In addition
to legal provisions pertaining to the collecting and expending of money
for school purposes there are also legal provisions designed to ensure
that all public money be legally appropriated and expended. In Oklahoma
the county excise boards and the Court of Tax Review were established

as a part of the legal machinery to safeguard public funds.

County Excise Boards

There is a county excise board composed of three members for

each county in the state. One member of each county excise board is-

ointed b ahoma Tax Commission, one_is appointed by the |

g
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district judge or judges, and the other is appointed by the board of
county commissioners. The term of county excise board members runs con-
current to that of the county commissioners. It is significant to point
up that although county excise boards may exert considerable influence on
school budgets, none of the members of the boards are appointed by an
educational agency. An officer of a school district cannot serve on a
county excise board. _

School budgets developed within an individual county of Oklahoma
must be reviewed by the county excise board whose formal appropriation of
funds is required for legal authorization to collect and eXpend public
money for educational purposes. The 77 county excise boards constitute
a part of the system of checks and balances required by the Constitution
of Oklahoma. As such, they are charged with the duty of requiring
adequate proof of performance of mandatory constitutional and statutory
governmental function52 before approving appropriation requests. The
county excise boards are empowered to require adequate and accurate
reporting of receipts and expenditures for all budget and supplemental
purposes. Members of a county excise board must determine whether each
request for an appropriation involves a lawful purpose and whether it is
within the income of the fiscal period considered. County excise boards
have authority to reduce or disapprove an appropriation request only
when it is determined to be illegal in some respecte.

It is apparent that the inclusion of information in the budget

which is needed by a county excise board in the performance of its duties

rill affect the extent and makeup of a desirable budget instrument. To

L 2 I 1
OkIlahoma Statutes, 1951, II, p. 54l.
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enable a county excise board to determine the legality of requested

appropriétions, it is‘necessary that financial statements and other data
that are needed té determine such legality be available for examination.
Such supporting statements or schedules could be maintained as supple-
ménta?y documents. However, there are certain advantages which result
from the inclusion of supporting data within the budget instrument.
When supporting data are included within the budget instrument itself,
they become a part of the official budget document and their accuracy is
.certified by all who sign the document, including the district treasurer,
members of local boérds of education, and members of the county excise
board. The budget instrument, then, provides documented evidence which
will justify the budget in case of a tax protest-or challenge on any
other legal basis. Supporting data included within a budget also
provides information needed by the public concerning the financial affairs
of the school district. However, it should be noted that the inclusion
in the budget instrument of a mass of supporting evidence often makes
the budget more complicated and less usable as a source of information

for board members, teachers, and others.

Court of Tax Review
Another legal aspect pertinenﬁ to school budgets in Oklahoma
concerns legal protests of portions of budgets which it may be charged
are based on illegal procedures. In general, such protests are made in
an effort to reduce tax levies. Successful legal protests result in the

reduction or elimination of certain tax levies and often reduce materially

the anticipated receipts available for schocl expenditure. In Oklahoma,
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the Court of Tax Review’ exists to hear and judge such protests. The
court is composed of three district judges appointed by the governor of
the state. The Court of Tax Review convenes the first Monday in October

to hear all protests which shall have been filed at least 5 days prior

protests of school budgets are registered more freely than in other stat
because the individual making the protest is not liable for court costs
and does not have to post bond in order to have his protest considered.

Public utility companies and other business firms having a large
amount of taxable property in Oklahoma commonly retain auditors who
examine school and other municipal budgets and register protests for
budget items which involve questionable legal practices. Such large
business firms may also retain legal counselors on a full-time basis who
are thereby available to present budget protests in an able manner.
Thus, the cost borne by such companies in presenting protests of tax
levies is not related directly to the number of protests registered.
The circumstances, which enable protests to be registered with ease,
indicate that budget instruments must contain all information possible
to substantiate the legality of each appropriation request. It is
apparent, therefore, that the budget instrument must be a compromise.
It must be simple enough for use by laymen, yet it must contain much
accounting and statistical data to fulfill legal requirements.

In Oklahoma there are many laws designed for the purposes of

providing revenue for school support and to regulate expenditures. By

thereto. Expenses of the court are paid by the state. Thus, in Oklahoma,

eS
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itheir nature these laws affect the format of the school budget instru-
ment. Because such laws are so numerous, information concerning them
cannot be adequately presented here. However,‘reference to certain of
these laws will be made in the presentation of the budget instrument
which is recommended for use in small independent school systems in

Oklahoma.

A Budget Instrument for Oklahoma School. Systems

The major goal of this study is to develop a budget instrument
that will enhance the probability of establishing desirable budgeting
procedures in the small independent school districts of Oklahoma. Since
%udgeting and accéunting are inseparable, it is also desirable to provide
an accounting system designed to facilitate the budgeting and reporting
phases of school administration and help to maintain better school admin-+
istration in general by supplying adequate and accurate financial data.

The recommended budget form (see pages 150 through 167) is the
result of much research and study. The writer'!s qualifications for
formilating a budget instrument and the procedure for doing so are
presented in Chapter I. With the forenoted background of study and
experience, the writer designed the budget instrument recommended for
use in Oklahoma school districts. Although the budget instrument was
planned with the needs of small independent school districts of Oklahoma
in mind, it is appropriate for use in all school districts in Oklahoma.
In designing the budget insﬁrument, the legal requirements and necessary

features of the budget instrument currently prescribed for use in

Oklahoma school systems were recognized. These necessary and desirable
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Teatures were utilized in the development of the new budget instrument
which constitutes far more than mere revision of existing instruments.
The resulting budget instrument has gone through three revisions as a
result of individual and group conferences and further study. In its
present form it could ultimately be recommended for adoption and use in
all school districts of Oklahoma.

The budget instrument developed in this study is composed of

AL 4

three related sections or parts. The first section is referred to as the
"Educational Program." It contains the educational plan, the expenditure
plan, and the revenue plan. For administrative purposes, it is the most
significant portion of the total school district budget. In fact, if
independent school districts in Oklahoma were truly fiscally independent,
very little additional information would be required to make a complete
and desirable budget instrument. However, local bbards of education do
not make final decisions in regard to appropriations. Because of this,
it is necessary to include in the budget instrument a number of exhibits
designed to substantiztc to reviewing bodies the legal administration of
the fiscal affairs of a school district. The second section of the
budget instrument developed in this studj consists of the financial state-
ments that are useful and often required by law to substantiate the
appropriation requests. The final section constitutes the appropriation
portion of the budget instrument. It provides for certification by local
school boards and treasurers and for approval of appropriation requests

by county excise boards.

The budget instrument advocated here is arranged to be printed

or duplicated on paper 8% inches by 11 inches to provide for convenience
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in use and filing. It is composed of a number of closely related finan-

cial statements. In most instances, the closely related statements are
arranged on two pages. For example, in the Educational Program, there

are two pages devoted to each of the three significant elements; the

educational plan, the expenditure plan, and the revenue plan. Related

materials in fhe other sections of the budget instrument are likewise
presented in a two-page arrangement. ~

The printing of the budget instrument should be accomplished in
a mahner designed to present each group of closely related statements as
.a unit. Thus, if the first page of the educational plan is printed on
ithe back of page 2 of the budget instrument, and the second page is
printed on page 3, the entire plan can be viewedrwhen the budget pamphlet
is opened at pages 2 and 3. The material presented on pages 150 through
167 constitutes the budget instrument developed in this study which will
be recommended for adoption and use by school districts of Oklahoma. A
discussion of each of the major phases of the budget instrument begins

on this page and is continued to page 168.

Description of the Budget Instrument
In printed form, the budget instrument would possess the advan-
tage of having related portions in unit form. Related pages would f#ce
cne another and the related facts would be more readily discernible than
they are in this report. In the discussion here, pages referred to are

placed in parentheses so that the reader can accurately follow the

descriptive information.

| The first page of the budget instrument (page 150) is the title

Page. Iﬁ_iaentifieé"ﬁﬁe‘aocﬁEEﬁt'iﬁ'térmE‘ﬁf“wﬁét“it‘igj’and“what—it‘“‘*



DISTRICT

NUMBER COUNTY

BOARD OF EDUCATION BUDGET
FOR

THE FISCAL YEAR 19___ -19

FINANCIAL STATEMENTS
FOR
THE FISCAL YEAR 19 __-19 __ AND PRIOR YEARS
| AND
EXCISE BOARD'S CERTIFICATE OF APPROPRIATION

OXLAHOMA

Figure L.—Recommended Education Budget Form (This figure extends through page 167).
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THE EDUCATIONAL PROGRAM
EDUCATIONAL PLAN

If the Board of Education and its administrative staff develops answers to the following ques-

ltions or similar questions which might have local application, the scope and magnitude of the pro-
posed educational program for the children of the conmmnlty should become more distinct and clear.

| L.

Board of Iducation Policies Relating to Purpose, Organization, and Educational Program

VWhat are the basic purposes of Education in this school district?_

How many years of Iinstruction are to be offered in this district?

How many children will probably be enrolled in: Kindergarten? . Elementary School?
Junior High School? High School? Junior College? Total

VWhat is the policy on class size in Elementary School? - Junior High School?
What is the policy on class size in High School? (Upper and lower limits§

How many years of instruction are to be offered entirely at public expense?

that charges in the form of fees are to-be made for programs not offered at public expense?
i.e., (Kindergarten, Junior College, Adults, Underage, etc.)_ :

Vhat program of studies or activities are to be added or dropped? And VWhy?

What is.the program of studies and activities for elementary school students?

What is the program of studies and activities for junior high school students?

How many high school units of work in grades 9-12 inclusive are offered in the following fields?

Language Arts ___Mathematics : Science Social Science

Business Iducation Vocational Education _ Industrial Education ?
Industrial Arts . Fine Arts Foreign Languages Safety & Driver Education

Which of the following 1lowing activities are to be sponsored? Band Orchestra

Vocal Music for boys Vocal music for girls - Others

To what extent are the following services to be offered? .lealth Services

Attendance Services:- ~__Food Services

Community Services Student~body Activities

AN



ﬁiiucational Plah — continued - | N | | ‘ - f

L
.

16,
17.

- Is a policy in force governing the use of buildings by outside agencies?.

-Is there an up-to-date appraisal of school properties for insurance purposes?
' Is provision made to maintain a high standard’in janitoral service? !
- :Has the Board of Education set forth its plans for long range capital improvements? :
‘What new buildings, or major repairs are contemplated during the ensuing year?

What is the policy towards participation in competitive sports by: | :
a. Elementary students? '

b. Junior high school students? |
c. High school boys? .

d. High school girls?

To what extent will the non-academic program or services be supported through the school district
General Fund?

Board of Education Policies Relating to Personnel

Will the number of teachers employed be governed by the needs or limited to the State Minimum i
Program? |

VWhat is to be the Teachers' salary schedule? i.e., (State Minimum Program or some other salary
schedule designed to secure and maintain an adequate, superbly prepared and properly compensateda
teaching staff).

What is to be the minimum educational training required of teachers?
At what age are teachers to be retired? State exceptions .

How many years of teaching experience,are to be recognized inn the local teacher salary schedule?i

What provisions are made for payment of substitute teachers for: Sick leave |
Other absences_ - :
Are provisions for 0.A.S.I. or other insurance programs to be included in the budget? i

Board of Education Policies Relating to the Physical Plant

~comfortable, adequate and economical?:

Is transportation’furnished? - If so, is the transportation equipment safe,

€91
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Services to be provided through the school distirict General Fund
in terms of costs (include all’operating and cash funds).

Total Actual | Total Actual | Estimated Cost |[Final Approval |

Expenditures | Expenditures | Desired Program|By Local Board |

Purpose of Appropriation 19 19 ~ |19 __-19 _ | Ensuing Year |of Education !
i

Adnministrative Services
T . §alaries

. 2+ Supplies and Others

‘Instructional Services
. 3. Salaries_ :

. Lo Textbooks

| 5, Library Books and Periodicals

6. Teaching Supplies

} 7. Other Supplies and Expenses

'‘Attendance andiHealth Services
|8, Attendance Services

. 9, Health Services -

Pupil Transportation Services
10, Salaries .

11, Operation and Maintenance

12. Replacement of Vehicles

13, Transportation Insurance

14, Contracted Services and
l Public Carriers

15, Payments in Lieu of Transportation

Operation of Plant
16, Salaries

17. Fuel for Heat

18, Utilities, Except Heat

19. Supplies, Except Utilities

20, Other Ixpenses

HMaintenance of ‘Plant
21, Salaries
l

i Totals to carry forward

9T



{Expenditure Plan - continued
l

Carried forward

22 Materials and Other Expenses

i23. Contracted Services

Fixed Charges
2. Payments to Employee Retirement

125, Insurance and Judgments

‘26, Rental of Lands and Buildings

‘27. Interest on Warrants

28, Other Fixed Charges

29. Subtotal for finding
- per pupil- expenditure

Tood Services and Student-body Activities

.30, Food Services:

31. Student-body Activities

Community Services -
:32. Recreation :

33, Civic Activities

34, Public Libraries:

35, Welfare ‘Activities

36, Non-Public School  Pupils

37. Subtotal ‘for finding current expsnse

Capital Outlay
38, Sites -

- — gt e e B4

- -

39, Buildings.

- 40, Equipment
Debt Service from Current Funds
41, Payments into Sinking Funds

42, Payments of Other Indebtedness

43. Total General IFund . Ilixpense .

Transfer Accounts:(transfer fees payable)|

44 Other’ Districts in the State.

45, Districts in‘Other States

47. Grand Total for services provided -
’ through the General Fund

QST



THE REVENUL PLAN

Estimated Total Revenus Available by Minimum Program Calculation

1.

Statistical Data:Necessary for Calculation of Minimum Program

Legal average daily attendance:

Elementary

Approved Jr. High High School

;2. Number of teachers to be included on minimum program on above attendance: Elementary . .
! Apprcfved Jre High High School Total ¢« e ¢ ¢ ¢ ¢ ¢ ¢ ¢ 06 06 0 ¢ o
‘3. Number of teachers to be added to Minimum Program for vocational teachers ¢« « o o o o o o
‘o Total number of teachers to be calcualted in Minimim Program o« ¢ ¢ ¢ o« ¢ ¢ o o ¢ o o o o
i 5. Grand Total legal days attendance 6. Legal average daily. haulu o o o o o o o
(7. Square miles of area served . . 8. District correction figure. \K figu.re) o o
Calculation of Minimum Program Cost Income Not Chargeable to Minimm x’rogra.m
‘L. Superintendent?s increment . . . & 1. Net amount from local initiative millage
2. Principals? increment « « ¢« o o o o 2, Cash Surplus (actual 6-30 or est. now)
3. Superintendent?s extra time . . . » 3. Vocational reimbursements o« o ¢ o ¢ o o
L4, Vocational'Teachers! extra time . ._ Le Federal M & O o « o o ¢ ¢ ¢ ¢ 0o o o o o
5. Total minimum salary payroll. . . . 5. 25% of District's share of 4 mill'levy .
16, Total days legal attendance @ 12¢ , 6. Other non-chargeable revenue o« « o o« o o
7. Transportation minimum program . . 7. Total enrichment program income . o « »
18, Total Minimum Program Cost .« . . . .
| Total Estimated Revenue for Next Year
i Calculation of Minimm Program Income For State Aided Districts:
1., Miscellaneous revenue chargeable 1. Total Minimmm Program cost « « ¢« ¢ o « &
|  to Minimum Program income « « ¢« ¢ o 2., Add total enrichment program income. . .
2. Transfer Fees Receivable . . . ) . 3+ Total Estimated Revenue for Next Year. .
3. Basic Aid (Legal A.D.A. x $12.50 . _ — .
%o 75¢ of Dist.'s 'share of 4 levy For Non si':ate“ aided Distx:icts.
5. Not proceeds of 15 ‘levymﬂl 1, Total Minimum Program incoms . « « « +
| 6. Totaill).I . ProgrlammlIncome. o0 2. Total enrichment program income. . « « .
o L Minimum c e 3. Total Estimated Revenue for Next Year. .
e
| Calculation of State Aid Calculation of Amount Available for Transfer Fees
1. Total Minimum Program coste ¢ « « & l. Total Minimum Program Income . « « « o
‘»2. Less: Total Minimum Program Inccme 2., Less: Total Minimum Program coste « « .
3. .Amount of State Ald e o_ ¢ ¢ o o o o

3. Amount Available for Transfer Fees . . .
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Revenue Plan — cont:mued .

Actual and Estimated Receipts for General Fund

"'?

[
1

!

Chargeable | Miscellaneous
Previous {[Current Estimated |to Minimm | Income Appro-
Year's Year!s For Ensuing|Program | ved by County
Receipt Accounts Collection|Collection|Year Income Excise Board !
Receipte from Local Sources i
1. County L Mill Levy (75% Dist Share)* poies :
. 2o Current Ad Valorem Tax Poved i
' 3. Prior Ad Valorem Tax . XK Poe
' 4o Intangible Tax (Enumeration 903 )#* ‘
' 5. County Apportionment (Enum. 90%)%
+ 6. Sale of Confiscated Liquor 3000 3000¢
i 7. Other
I 8, Total Local Receipts
Receipts from State Sources A i
| 9. Basic Aid (Amount Allocated ) 000K ?
10, State Equalization Aid___ : 00X o004 !
1ll. Vocatlonal Aid as Re-imbursement, Xo00c 300K :
12, School Land Earnings (Enum. 90%)#*
13. REA Tax (Local 90%)*
14. Gross Production Tax (A.D.A. 90%)*
15. Auto License Tax (A.D.A. 100‘%)*
16. Indian Education Funds P 000¢
17. Other i
18. Total Receipts from State
Receipts from Federal Sources:
19, Federal M & O _XXXX XXX
20, Other
21. Total Receipts from Federal Sources
Receipts from Transfer Funds
22. From Other Districts in State X000
23, From Districts in Other States 0K

2. Total- Rece:’i.pts from Transfer Funds

25, Grand Total -General’'Fund. All'Sources

# Basis 'and limit of estimate for. nﬂnimum program-incoms,

e e b § e §
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FINANCIAL STATEMENTS

Surplus Net Current Tax in Process of Collection 7

GENERAL FUND S
: Statement of Receipts and Expenditures !
Receipts ;
' lo Cash Surplus from Prior Years i
2. Receipts from Local Sources (Lesa° Prior Ad Valorem Tax) 3
3. Receipts from State Sources }
4o Recelipts from Federal Sources_
5. Receipts from Transfer Account:s
- 6. Subtotal Balance and Receipts
i 7. Subtract: Transfer Fees Credited to Other Districts
8. Net Receipts and Balance Retained 5
Disburrsements
| 9. Current Warrants Paid :
| 10, " Interest Paid 'on Current Varrants i
111. i
| 12, Total Disbursemsents |
1 13, Cash Balance, June 30, 19 i
Liabllities and Reserves
, 14,. Reserve for VWarrants Outstanding
! 15, Reserve for Interest on Warrants Outstanding '
i 16. Reserve for Claims and Contracts Pending f
: 17. Other Reserves :
| 18, Total Liabilities and Reserves i
t 19, Cash Surplus Available for Next Year '
Balance Sheet
' 20, Gross Deficit (I.iabilities and Reserves Over Cash)_
| 21, Deduct: Net Balance Current Tax in Process of Collectlon ,
| 22 Other Deductions o g
! 23, Total Deductions from Gross Deficit :
z 24, WNet Deficit (Show in Red)
| 254
|
|

% Must not exceed 90% of line (1) above. _

89T
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General Fund -~ continued

?

Receipts and Expenditures Account for Prior Years

i

Prior Year

19 ~

19 -

19 -

i

. 3.
L

6.
i Te
8,

110,
11,
112,
13
1l
15,
16.
17.

Cash Balance June 30, 19___

Adjustments

Ad Valorem Tax Apportioned for Year Indicated |
Surplus Forward from Preceding Year

Total Receipts and Balance .

Warrants Paid of Year in Caption

Interest Paid Thereon

Total Disbursements

Cash Balance:

Reserve for Varrants Outstaading (Show Year) _
Reserve for Interest Requirements

Reserve for

Total Liabilities and Reserves

Deficit, 'If Any (Figures in Red)

Current -Realized Surplus to Succeeding Year

Istimate of Needs for Fiscal Year Ending June 30, 19 __, and

Summary of Appropriations and Expenditures for Fiscal Year Ending June 30, 19 ., |

Claims Estimate .

Net Total Total And’ Total Needs by |,

Approp- |Warrants | Varrants | Contracts| Expendi-| Lapsed | Governingj

Appropriation Accounts riations | Issued . Paid - tures Balance | Board .

W0 20 1

- Interest on Warrants -

Current Expense

Pending -

Capital Outlay

Transfer Fees Payable-

"I\
®

Total of This Appropriation

65T
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: Statement of Recelpts and Expenditures

| | | | OPERATING CASH ACCOUNTS

; Cash Accounts: Urite in Fund Titles needed in-
' colum headings provided. Some Cash Funds are:
. Indian Educatlon, Bond Sale, Federal M & O,

(Example)-
Indian -
Education

' Lo Cash on Hand June 30, 19

Receipts (State Whsre From)
2

3.

m

2.

6, Total Receipts and Balance

Disbursements
! T+ Prior larrants Paid

’ 8. Current Warrants Paid

(9.

10. Total Disbursements

1l, Cash Balance on Hand June 30, 19

12. Reserve for Varrants Issued But Unpaid

13. Reserve for Claims and Contracts Pending

14, Reserve for

15, Total Reserves -

16, Surplus Available for Next Year

Sununa.ry 61‘”E3'q§enditﬁres ‘for Current Year
(List the standard account titles below that were

| used in the distribution of Cash Fund expenditures).

1. (Bxapile) Teaching Supplien

530,60

3.

ke

5.

7.

8.

‘9. Total Expenditures. ..

09t



B | ____ MISCELLANTOUS STATEMINTS

Transfera Receivable from Other Districts

Per Capita Cost of Education for Transfer Fees & Transportation $ Total $ :
Transfer I'ees Collected | ° For School Year 19 . 19 !
for School Year 19 - Appropriated By |

Name of District| From Local | From the Number Number Sending District |
County Number Districts * | State Transferred | To Haul | To This District |
) [
i Total

! ansfer Fees Payable‘to Other Districts

19T

Vhere Transferred to Humber of Students Transferred, Number to | Estimated Approved
: \ Be Transported and the Cost of Transfers. | By By ’
; Name of District |Trans- | Number |. Per Capita Cost - Governing Ixcise
. County Number iferred | To Haul | Education | Transportation | Board Board

Total  General Fund Revenues Provided and Appropriated for All Transfers

| Net Balance Current Tax In Process Of Collection.

; . General Fund+| Building Fund | Sinking Fund
i Lo Net 19___ Tax Levied and Certified ' ' .

1
i

| 2« Deduct 19  Tax Apportioned -

| 3. Net Balance 19- _ Tax in Process of Collection

|
|



BUILD

ING FUND

Receipt and Ixpenditure Account for Prior Years

Prior Year

19~

19 -

19 _

L.
2.
3.
be
5e
6.
T
8.
9.
10.
11.
12.
13.
14.
15.

Cash Balance June 30, 19

Adjustments

Ad Valorem Tax Apportioned for Year Indicatedq:

Surplus Forward from Preceding Year

Total Recelipts and Balance

VWarrants Paid of Year in Caption

Interest Paid Thereon

Total Disbursements

Cash Balance

Reserve for Warrants Outstanding (Show Year)

Reserve for

Total Liabilities and Reserves

Deficit, If Any (Figures in Red)

Currant Realized Surplus to Succeeding Year

Statement of Receipts and Expenditures 19 -

e Sy

1.
2e
3.
Le

Receipts

Cash Surplus from Prior Years (Line 15 Above)

Current Ad Valorem Tax Apportioned

Total Receipts and Balance

6.
T

Disbursements .
5. Current VWarrants Paid

Interest Paid on Current Warrants

Total Disbursements -

8.

Cash Balance June 30, 19

9.

10. Interest on Current Warrants Unpaid

11. Claims and Contracts Pending
12, Total Liabilities and Reserves

Liabilities and Reserves

Current Warrants Unpaid

13._Cash_Surplus_Available for Next Year or_Gross_Deficit (In Red).

i

29t
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.Buud:mg Fund — continued

Estimate of Needs for Fiscal Year Ending June 30, 19
Summary of Appropriations and IExpenditures for Fiscal Year. Ending June 30, 19

- a,
T -
o

TR,
T

, and

For Fiscal Year Ending June 30, 19 19 -
Claims Estimate
Net Total Total And Total Needs By
Approp- |Warrants | Warrants | Contracts | Expendi~ | Lapsed | Governing
riations | Issued Paid Pending tures Balance | Board

'lo
. e
3
I D

Current Expense

Capital. Outlay

Interest on Warrants

Total Appropriation-

ELIGIBILITY FOR EMERGENCY IEVY IF VOTED

Legal A. Do Ae for School Yearl9 '

-19

- Allowable per Capita Cost $

1.

2.

3.
be

Total Allowable General Fund Expenditures to Be Used to Determine Eligibility
to Make an Emergency Levy If Voted (A. D. A. times $250)

Deduct Chargeable General Fund Expenditures:
A. Total General Fund Expenditures 19 19

B. Less‘
(lg Transportation Costs
(2) Capital Outlay

(3) Debt Service Cost

(4) Emergency Levy for Prior Year

Total Deductions

Total General Fund Expenditures to be used to ca..Lculate limits of Emergency Levy

"Total  Amount Dligible to Be Raised- By Emergency Levy If Voted -

5

i

PR

€91



SINKING FUND

Detailed Status of Bond and Coupon Indebtedness as of June 30, 19, and Accruals Thereon

Accounting for Bonds

Total

1.

112

Purpose of Bond Issue

Use One:Columm for Each Bond Issue:

Issue Dated (Month-Day-Year)

Date of Sale by Delivery

Date Maturing Beglins

Amount Each Uniform Maturity

Date of Final Maturity

Amount of Final Maturity

Amount of Original Issue

Deductions

Net Amount of Bond Issue

Years to Run

Normal Annual Accrual (for Tax Levy)

13.

16.

17.

18,

Tax Years Run

Accrued Liability to Date

Bonds Paid Prior to 7-1- . (Cu, Yr.)

Bonds Paid During Current Year (Prin.).

Matured Bonds Unpaid

Balance .of Accrued Liability

19.
20,

First Next Interest Coupon Due -

Per Cent Interest:

21,
22,
23
2o
25,

Interest Earnings After Last Tax Year

Years to Run’

Amount to Accrue Fach Year

Tax Years Run

Total Accrued

26.

28.
29,

30.
31l.

Int, Earned But Unpaid 6-30-(Prior Yr.)

Interest Earnings Through Current Year:

Coupons Paid During Current Year °

Balance Earned but Unpaid 6~30-(Cu. Yr.)]|

Interest Earnings Next Fiscal Year:

Total Interest to levy (Lines 23 & 30)"

32,

Sinking Fund Levy . (Lines 12 & 31)




5iﬁkihg fﬁhd — cdntinnéd

! Cash Statement and Balance Sheet——June 30 19

t 1, Cash On Hand June 30, 19 (Prior Year)

Receipts
. 2 Current Tax Apportioned

?3. Prior Tax Collected

Lo

. 5, Total Receipts and Balance

Disbursements
» Coupons Pald

- e e e e e . e

| 7. Bonds Paid

’8. Commissions Paid to Fiscal Agency

P Qe

10. Total Disbursements

1l. Cash'Balance On Hand, June 30, 19

12, Other Assets:

13,

1), Total Liquid Assets

Deduct Accrued Reserves .

15, Balance of Accural Liability on Bonds (Prior page, line 18;
16, Interest Earned But Unpaid 6-30-19___ ( " n 29

17. Accrual to Date On Terminal Coupons ( " u n  25)

18, LIxcess of Assets Over Accruals (Reduces Amount Required to Be Raised By Tax Levy)

(Note: If the total accrual reserves exceeds the total assets, there is a deficit.)

Estimate 0f Sinking Fund Needs for Fiscal Year Ending June 30, 19 |

‘Estimated By | Approved By

Governing Board Fxcise Board

1. Interest Earnings on Bonds zPrior Page, line 30
2. Accrual On Unmatured Bonds " 1 12

3. Provision for Deficit Accurals

Lo Commissions to Fiscal Agency

6., ..

7., Total Sinkiny I"und Prov1sions

C Ammm e - I PSS

L

69T



APPROPRIATION OTr FUNDS

CERTIFICATE OF ADOPTION AND VERIFICATION OF FINANCIAL
STATEMENTS OF INCOME AND‘EXPENDITURES .

District Number County Oklahoma
This is to certify that the foregoing budget was studied and finally adopted by the Board of Edu-
cation of the School District at its regular meeting on , 19 .

The estimates herein were made as true estimates of the educational needs of said school district to
the best of ow knowledge. We certify that the previous yearts expenditures reported herein are true
and correct'and are in agreement with the official records of .the school district treasurer and that'
the Financial Statement and Estimate of Needs vas posted (or published) as required by law.

We also certify that a levy of Mills (not to exceed 15) over and above the number of mills
Fllocated by the County Ixcise Board will be reasonably necessary for proper conduct of the affairs
of the school district for the fiscal year 19 _-19 . Ve further certify that after due and legal
Potice of an election thereon, the following additional levies were authorized by a majority of

qualified electors voting at the election thereon:

Emergency Levy Mills (not to exceed 5; Date of Election ' , 19 .
Building Fund - Mills (not to exceed 5 Date of Election , 19 .
Superintendent of Schools President of the Board
District Treasurer Clerk of the Board

VALUATTION OF SCHOOL DISTRICT

3 % >
This County Real Property Personal Property Public Service

2 5 @
Joint With County - Real Property . Personal Property Public Service

Gross Valuation # Homestead Ixemption & Net Valuation

991



COUNTY EXCISE BOARD'S APPROPRIATION OF INCOME AND REVENUE

District | Number County , Oklahoma

1. Appropriation Approved and Provision Made General Fund | Building Fund | Sinking Fund
a. Current Expense '
b. Capital Outlay
c. Transfer Fees to Other Districts
d. Reserve for Interest On VWarrants
e., Total of This Appropriation

2. Appropriation of Revenues
a. Cash Surplus
b. Miscellaneous Estimated Revenues
c. Transfer Fees Receivable
d., Proceeds of County 4 Mill Levy
e
f.
gs Total Other Than Current Tax
h. Net From Tax Levy Indicated
i, Total Available For This Appropriation

3. Calculation of Levies
a. Net Required From Current Tax (l-e less 2-g)
b. Add lOg for Delinquency (or 1/11 of Gross Ta&)
c. Total Required From 19 Tax

L. Rate of Levy Required and Certified (Mills)

Certificate Of Ixcise Board
We certify that we have examined the above appropriation document and, finding all calculations
in accordance with the prescribed laws and correct to the best of our knowledge, do hereby approve thd
requested appropriations and authorize the County Assessor to immediately extend said levies upon the

tax rolls for the year 19 __ without regard to any protest that may be filed against any levies,
required by 0. S. 1951 :68:15.55, - .
Dated at , Oklahoma, this the day of 19

Hember Hember , ) Chairman

Attest: Sec. of County LIxcise Board

L9T
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represents in terms of place, organization, persons responsible for it,
and the period of time covered. The second page (page 151) consists of
the table of contents. It indicates the organization of information
contained in the budget instrument and the page numbers involved.

The Educational Plan.--The Educational Plan (pages 152 and 153)

is the first portion of the recommended budget instrument. Its purpose
is to stimulate educational planning as well as to reveal the extent of
the educational program advocated and the nature of policies established
for meeting the educational needs of the commnity. Inasmuch as educa-
tional plans differ somewhat in each school district, it is aifficu;t to
design a form whereby all school diétricts can clearly indicate their
proposed educational programs. The Educational Plan of the recommended
budget form was designed with specific questions to point up important
phases of the educational program and its administration. In the proces
of developing answers for these questions the school superintendent and
the school board will engage in discussions which should lead to improve
ment in certain phases of the educational program that are found to be
below the desired standard. Questions are included relating to purpose,
organization, and tasic elements in the educational program; policies
relating to personnel; and policies relating to the physical plant.

The Expenditure Plan.--The Expenditure Plan (pages 153 and 154)

is designed to reveal the services to be provided through the school
district General Fund. The purposes of the proposed appropriations are

indicated by means of standard accounts. These accounts are in accord

with recommendations of the United States Office of Education and with

equirpmpntq of the annuail financial repnrt to_the Oklahoma State

S
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Department of Education. The accounts involved are the minimum expendi-
ture accounts first presented in Chapter IV.

Authorities recommend that expenditures for the ensuing year be
estimated only after referring to expenditure data of at least the past
two years, though such data should not be the only basis for estimating
proposed expenditures. Accordingly, two columns are provided in the
Expenditure Plan for the recording of such data. A third column is pro-

vided to be used in presenting the estimated cost of the desired educa-

w

tional program for the ensuing year. The final column in the Expenditure
Plan form is provided to record the estimated expenditures for the en-
suing year as finally approved by the local board of education. The
second page of the Expenditure Plan (page 154) provides space for deter~
imination of four significant cost elements: (1) a subtotal which is the
basis for per student cost, (2) the total current expenditures, (3) the
voval. General Fund expenditures, and (4) the grand total of the cost of
all services to be provided through the General Fund.

The Revenue Plan.—The Revenue Plan recommended (pages 155 and

156) is, like the Expenditure Plan, limited to General Fund accounts.
The Revenue Plan consists of two parts. Each part is designed to indica%e
as nearly as possible the total amount of revenue that will be available
to finance the activities of the school district. However, the total
amounts of revenue are determined by different means.

The first part of the Revenue Plan (page 155) is concerned with

the estimated total revenue available by means of minimum program calcu-

Jation. It consists of a number of supplementary schedules the first of

which provides space for recording statistical data needed in _the other |
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schedules for calculating: (1) the minimum program cost, (2) the minimum
program income, (3) the amount of state aid, (4) income not chargeable
to the minimum program, (5) total estimated revenue for the next year,
and (6) amount available for transfer fees. The schedules provide space
for varisus required computations.

If should be noted that the third schedule is used to determine
the school districtt!s anticipated income for the ensuing year that is
chargeable to the minimum program. In cases where the minimum program
cost exceeds the minimum program income, the difference indicates the
amount of state aid to which the district is entitled. Should the minimum
program income exceed the minimum program cost, as shown by the last
schedule, the difference constitutes the amount the district should
reserve for payment of transfer fees if needed.

Another schedule is provided to be used for the purpose of calcu-
lating the amount of income anticipated that is not chargeable to the

minimum program. This schedule is significant in that it reveals the

amount of money that may be used to enrich the educational offering above
that provided by the minimum program. The amount of income not chargeable
to the minimum program is added to the minimum prograﬁ figures to deter-
mine the total estimated revenue. The additional schedules are provided
for determining the estimated total revenue available for both state
aided and non-state aided school districts. The minimum program method
of calculating total available revenue for the ensﬁing year may be used

for budgetary planning purposes any time that fairly accurate estimates
of statistical data become gvezilable. This is an advantage because it

permits early consideration of the school district budget.
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The second part of the Revenue Plan (page 157) relates to the

sources of actual and estimated receipts for the school district's
General Fund. The information contained therein is required to substan-
tiate appropriation requests. The form provides space for the calcu-
lation of income chargeable to the minimum program and for the estimates
of miscellaneous income required by the County Excise Board. The items
of actual and estimated receipts are arranged by source in the classifi-
cation recommended by the United States Office of Education. This second
part of the Revenue Plan form coatains five columns. The first and second
colums are used to record collections for the previous and current year,
respectively. The third coiumn is provided for the school board!s esti-
mate of receipts by sources for the ensuing year. Amounts recorded
therein should not be limited to the amount legally estimated for the
minimum program or for appropriation purposes. The estimate should
indicate as accurately as possible the amount of anticipated income after
appropriate allowances are made for possible decreases of estimated col-
lections. For example, the current legal estimate for minimum program
income calculation and excise board appropriation is 75 per cent of the
districtts share of receipts from the four mill levy. Actual collections
annually will be undoubtedly much higher.

The fourth column of the form (page 157) is used to record only
the items of anticipated income that arc chargeéble to the minimum
program. The total of this column is required in determining the amount
of state aid for which a district qualifies. The amounts recorded in

the fifth column are restricted to the legal estimates of miscellaneous
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income to be approved by the county excise board. The School C:cde“F
specifies certain sources of miscellaneous receipts that mmst be charged
as minimum.programrincome and states furfher that all other miscellaneous
income of a regularly recurring nature that can be legally estimated is
also chargeable as minimum program income. Some items of miscellaneous
receipts are specifically designated as income not chargeable to the
minimm program. Space in the fifth column is “x-ed" out for these
income items.

Financial Statements.—The Financial Statements sections of the

proposed budget instrument (pages 158 through 165) contains space for
the presentation of financial statements and other schedules needed to
substantiate and verify the legality of appropriation requests. The
principal financial statements in this section relate to the General Fund,
Building Fund, Sinking Funds, and special cash accounts not expended
through the General Fund.

Space is provided in the budget document so that information
may be recorded relative to the amount and source of receipts, the cash
balance at the end of the fiscal year, the outstanding obligations
against the fund, its final status, a2 summary of appropriations and
expeniditures, and the estimate of needs for the fund. All of the

financial statements are designed with a view toward simplification and

yet they present all essential data.
E .

| hoklahoma State Department of Education, The Oklahoma School
Code As Enacted by the 1949 Ilegislature of the State of Oklahoma and
Subsequently Amended by the 1951, 1953, and 1955 Iegislatures
(Oklahoma City: 1955), p. 97.
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The statemenﬁ éf receipts and expenditures for the General Fund
(page 158) is the first financial statement in the recommended budget
instrument. The statement of receipts and expenditures simply provides
for adding the sums of surplus and current receipts to secure a total
from which expenditures are subtracted. The statement indicates the cash
on hand at the close of the past fiscal year, the outstanding obligations
at that time, and the amount of cash surplus available for the next year.
A balance sheet section, lines 20-25 inclusive, is included to determine
the true status of the General Fund if a gross deficit is indicated.
Information concerning the General Fund account for prior years (page
159) is included as a part of the budget document because of certain legal
requiremenf,s established by the Oklahoma Constitution. The law, in sub-
stance, states that except in the case of bonded indebtedness the ex-
penditur?s of a fiscal year shall not exceed the income of that particular
vear. The Statute of Limitations on claims runs for five years. There-
fore, where claims for prior years exist, collections for that particular
year must be grouped and the expenditures made from funds levied for the
vear in which the expenses were incurred. In case the income for the
year in question is not sufficient to pay the indebtedness, a judgment

may be securedes It is an illegal procedure to pay from the General Fund

an indebtedness incurred in a prior year with income levied for in a later
vear. When completing these sections of the budget, most school diétricts
will not have claims or unpaid warrants extending farther back than the

prior year. In such case, the cash balance may be added to the lump sum

of back taxes. From this amount, subtract the prior expenditures and

_lprior yesrs! ohligations_outstanding. The remainder will be the current|
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realized surplus which is carried to the statement for current incomes

and expenditures, (line 1, page 158).

The concluding statement for the General Fund (page 159) provide

2]

for a summary of appropriations and expenditures in the General Fund and
the school board!s estimate of needs for thét fund. Figures for the
estimate of needs are derived from the Expenditure Plan previously
discussed. The form for reporting financial data pertaining to operating
cash accounts (page 160) constitutes a simplified income and expense
statement for cash accounts which are not accounted for in the General
Fund. The form also provides space for summarizing expenditures from
such funds in standard account titles.

Transfer fees receivable and transfer fees payable affect the
school budget. Two forms (page 161) were designed to provide the infor-
mation required relative to these two elements of school income and
expense. The third schedule on the same page is used to find the amount
of tax money that is in the process of collection. Taxes in process of
collection may be treated as an asset whgn calculating the amount of

revenue available for appropriation.

Space for recording essential information about the Building Fund
is provided in three schedules (pages 162 and 163), the account for prior
years, a statement of current income and expenditures, and a summary of
appropriations, expenditures, and estimate of needs. These are similar
to the General Fund statements already described.

School laws in Oklahoma generally permit a General Fund tax levy
of but 20 mills. However, under certain conditions specified by law, an

emergency levy of not to exceed 5 mills may also be voted and the tax
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levieds A schedule for determining a school district!s eligibility for

emergency levy, if voted, (page 143) utilizes the formula described by
law for determining how much, if an&, a district is entitled to raise by
virtue of this legislation.

In the recommended budget instrument, information relative to
the Sinking Fund is in three schedules (pages 164 and 165). The first
schedule pertains to detailed information concerning the status of bonds

and coupon indebtedness and accruals thereon. The amount which must bé

raised by a Sinking Fund tax levy is indicated by the totals showﬁ on
dines 12 and 31. The second schedule (page 165) consists of a Sinking
*und cash statement and balance sheet. The staﬁus of the Sinking Fund
in regard to accruals and accrual liabilities is indicated in this form.
The last of the Sinking Fund schedules is the official estimate of needs
for that fund.

Appropriation of Funds.--The concluding portion of the recommended

budget document contains three schedules concerning appropriation of
funds (pages 166 and 167). The first portion of the Appropriation of
Funds section provides for certification by officials responsible for
the preparation of the budget and for the accuracy of data contained
therein. - Certain officials must certify in regard to: (1) adoption of
the budget, (2) tax requirements, (3) holding of elections iz a legal
manner, (4) accuracy of expenditure estimates, and (5) accuracy of finan-
cial data. Spaces are provided for the signatures oflcertifying officers.
Fhe second Appropriation of Funds schedule is a record of the official

valuation of the school district. An analysis of the valuation of the
school-district—is-arranged—in-a-manner-to-facilitate-checlking-accuracy.!
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The last page of the budget instrument (page 167) provides space
for the official appropriation of anticipated revenue by the county
excise board. The form provides for appropriations to be made for the
General Fund, Building Fund, and Sinking Fund, which are the only school
funds requiring appropriations by the Excise Board. The appropriation
section is arranged in three major divisions. The portion included
under item 1 (page 166) is provided to record the official approved
appropriation for each fund involved. Items in the second section
indicate revenues other than taxes which may be appropriated. Calcu-
lations of levies are made under item 3 and the rate of‘levy required
and certified is revealed in item 4. The certificate of appropriation
by the excise board is the last item in the recommended budget instrument.

The recommended budget instrument was developed only after
lengthy research by the author in conjunction with the activities of
certain interested groups in Oklahoma. It is the belief of the author
that it conforms in every detail to the sound principles of budgeting
which were developed in Chapter III of this study. Specifically, the
document satisfies the following criteria of a desirable budget
instrument.

1. It provides for a presentation of the educational plan

which the budget is supposed to support.

2., It provides space for the translation of the proposed
educational plan into proposed expenditures.

3. It provides space for the indication of the ant1c1pated
sources and amounts of revenue with which to meet the cost of the
educational needs.

4. It contains provisions for early estimates of anticipated

income which can be made accurately enough for budgetary planning.
5. It provides space for comparative income and expenditure
data.
6. It contains provisions for all data required to substan-
L tiate wvalid-appropriation-reguests-based-on-legalprocedurese—m-«-
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7. It employs a uniform standard classification of accounts
and terminology which is in accord with that utilized throughout
the entire accounting and reporting system.

8. Its contents are arranged in a simple logical manner so
that each portion may be easily read and understood.

9. Its format is such that it is convenient for use and

filj.ngo . .
10. It contains directory devices so that its contents may be
easily found.

1l. It is clearly named and identified in terms of place,
organization, persons responsible for it, and the time periocd
covered. _

12. Its contents are designed to conform to present legal
requirements in Oklahoma.

To be of most value the budget form developed and recommended
should be put into effect by means of an adequate accounting system.
Such an accounting system is presented in the section of this research

report which follows.

An Accounting System for Oklahoma
School Districts

The accounting system developed in this study was designed espe-
cially for small independént school districts which constitute approxi-
mately 93 per cent of the districts in Oklahoma. In establishing an
accounting sysﬁem.for such school districts, one must keep in mind that
in numerous cases the individual in charge of maintaining the financial
accounting records of a district will not have studied bookkeeping or
accounting. Since the accounting function in a small school system does
not require the full-time services of an individual, such work is com-
monly performed by a person who has other employment responsibilities.
Thus, simplicity and the saving of time are important features of the

accounting forms advocated here.
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Administration of the fiscal affairs of a school district in-

volves, in addition to accounting for receipts and expenditures, many

for proposed disbursements, writing of warrants, and the making of pay-
ments. This study treats adequately only the phases concerned with the

accurate and appropriate recording of receipts and expenditures.

Accounting for Receipts

The process of accurately accounting for receipts includes
writing receipts for all money received, posting to a cash receipts book
maintaining an accurate account of cash balances in the various funds,
and filing all original papers pertaining to receipts. A receipt book
is not illustrated in this study. However, the receipt book should
provide for maintaining duplicate receipts showing the date of the
receipt, from whom received, the amount, and the account classification
involved.

The accounting forms to be utilized for the recording of cash
receipls are presented on the front:.and back of page 179 of this report.
To facilitate posting and to provide for easy reference to all school
. |district receipts, the ledger form illustrated provides space for record:
ing and properly classifying receipts for the General Fund, Building
Fund, and Sinking Fund all on one page. The ledger sheet is designed to
have receipts recorded but once a month. It should be noted that gen-
erally the school districts in Oklahoma do not actually collect cash.

Instead, the collsctions are made by other agencies such as county or

functions such as the purchasing of supplies, securing of itemized claims

L J

L}

state treasurers who make apportionments monthly to the various school
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School | 5 SCHOOL DISTRICT RECEIPTS LE_pGER
District MNumber - - ___Year 19 - --19 ' - GENERAL FUND,”  BUILDING FUND, STIKING FUND . -

'GENERAL FUND RECEIPTS . . o | N Vari-

. . . .- . . . i

Receipts from Iocal Sources = | J A t | Sept. -{ Oct. Nov. Dec. Jan. Feb., |March | April | I-i__ay' ’ A%June' Total Budget ation

— e e e —
. County.4 Mill Levy - S s S o S SESLE DR
" Current Ad Valorem Tax '
) _Back Ta.x 19 .
n "19 ) '
it n 19
R { SRR } { "'19 T
1 on 19 - ‘
" Intangible Tax .
County Apportlomnent
"~ Others~(identify) —
Total Local Rece:mts '
'Receipts from State Sources ' :
Basic Aid ' i
' "Equalization Aid - ' ' !
Vocational Aid
.v.r...mA-vaw..w—n:._-ﬂ-. a —m e e e - e cu N .
Gross Production Tax-
T "Auto’ License Tax
Indian Education Funds '
- - _others - ,‘ — ,_._-.‘. - —— - . - ana e e C v a e e e soe s B Rl A 3 A
Total State Rece _pts - '
"Receipts~ from Federal Sources | =~ - I ' SR R , S
Federal M & O s :
" Other Federal Receipts !
Total Federal Receipts :
'Receipts, Transfer Accounts !
Other Districts in State ‘ ‘
"Districts in Other States
Total Transfer Recelgts f
‘Total General Fund Receints | o ' ' ' 5

|
_BULLDIIG FUND RECEIPTS. .. . : |

. .. B IR IR I 1 S T TP PO (IS ——— R L B e - s s e P L e e e - e e e e § e snm ——e » -
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districts. Usually there is a memorandum accompanying the apportionment
-lcheck which enumerates the sources of collections represented by the total

amount of the check. If not, the information will be printed on the

check itself. In either case, the source of each amount received should
be copied on the deposit slip when the money is deposited in the bank.
The deposit slips for a particular month involved will then contain all
of the information necessary for recording accurately each of the items
of receipts in the ledger.

Provision is made on the advocated receipt ledger form for the
posﬁing of receipts once a month and the data posted should pertaiﬁ only
to the revenue received during that month. Posting shbuld be done as of
the last day of each calendar month. The record for General Fund receipts
utilizes the sources of receipts that are common in Oklahoma school
districts. The sources of receipts are arraﬁged in accordance with the
standard accounts presented on page 121 of this study. The accounts by
sources are arranged in a vertical listing. Spaces for posting monthly
totals of the receipts from each source are provided in adjoining vertical
colums for the calendar months. Two additional columns provide spaces
for recording total receipts for the year from each source, and the budget
estimates for the same fiscal year from the various sources. This ar-
rangement permits a comparison of actual receipts with the budget esti-
mates. A final column is provided for the recording of variations in

actual receipts from budgeted amounts. Extensions of the same columns

used for General Fund receipts are utilized for the Building Fund

receipts and the Sinking Fund receipts in the ledger sheet. The infor-

mation provided relative to all funds in the receipt ledger may be used
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-|directly in completing portions of the school district budget previously

advocated in this chapter.

The ledger sheet may be printed on paper 11 inches by 17 inches,
to proﬁide sufficient space without crowding. At the end of a fiscal
1year, the ledger sheets may be removed, if a loose-leaf ledger book is
utilized, and folded to be filed in folders of standard size. The ledge
sheet provides for posting the total receipts for the entire fiscal year
on one page.

The back of the ledger sheet consists of a form for summarizing
receipts and disbursements and for maintaining an accurate accounf of
cash balances in the funds involved. The summary form for receipts and
disbursements contains eight vertical columns. The first columm is
provided for the dates involved. Summaries should be made and posted as
of the last day of each month, although the receipts and'diSbursements
may actually'be-summarizéd at other times. The receipts column is used
to record the total receipts for each month. The total receipts figures
for each month are obtained conveniently from the ledger on the front
side of the sheet. The third column of the receipt ledger form is used
for cash balances. Total disbursements, as well as total receipts for
each month, must be computed before the specific balances can be deter-
mined. The last four columns on the ledger sheet are for summarizing
disbursements for the various months. Information for these columns
must be secured from the expenditure ledger where similar columns are
provided to facilitate securing the data.

Information provided in the Summary of Receipts and Expenditures
form is ordinarily needed only once a month when it is utilized for

e |
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financial reporting to the local board of education. Thus, there is

sufficient space on the back of the receipt ledger for the printing of
two identical schedules of the summary of receipts and disbursements.

This facilitates summarization of data for the three funds on one page.

Accounting for Expenditures

The basic materials necessary in accounting for school expendi-
tures are claim forms, a warrant register, and an expenditure distri-
bution ledger. The accounting system recommended in this study does not
require special claim forms. Therefore, none are illustrated here. The
claim forms commonly used in Oklahoma contain provisions for indicating
account titles for use in properly recordiﬁg the expenditures represented
by the claims.

The accounting system for expenditures recommended here for use
in small independent school districts in Oklahoma consists of a combi-
nation warrant register and expenditure distribution ledger. It provides
for recording warrants in numerical order and for recording warranted
expenditures in standard accounts. The advocated form is illustrated
cn pages 186 and 187.

A loose-leaf ledger book, utilizing paper approximately 11 inches
by 17 inches, will provide sufficient space for the ledger form aesigned
in this study. The system permits the maintenance of records of receipts

and expenditures in the same ledger book and facilitates the ordering of

exactly the required number of each kind of ledger sheets. The recording

of both receipts and expenditures in the same ledger book is an advantage

in a school district where one person does all of the accounting work

5 o NP . .
B SR ke Sl AR S, L e
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or where the records are sometimes needed at places other than the

office whers they are maintained.

The United States Office of Education recormends that school
districts of all sizes maintain at least the expenditure accounts pre-
sented in Figure 7, page 188. In designing the accounting forms for this

study, it was recognized that in a small school system expendifures may

not be made for -all items represénted by the accounts listed. Yet, all
f the accounts will be utilized in the state reports which are compiled
from financial data filed by the individual schools. Thus, there are no
ccounts which may be omitted from the accounting system for use by all
of the small independent school districts in Oklahoma.

The total number of expenditure accounts indicated in Figure 7 is
O. It would not be feasible to design a columnar ledger form to include
211 of the 60 accounts. The answer to this problem appears to lie in the
use of a2 comparatively small number of account columns with provisions
for indicating many of the specific accounts by means of code numbers.

In the expenditﬁre distribution ledger recommended in this study (see

pazes 186 and 187), a narrow column for the recording of appropriate code
numbers is provided to the right of each expenditure amount colum. In
a2 small school system it will not be a difficult task to check through

the colums whenever necessary to pick out the items to be summarized in

ithe accounts represented by the particular code number involved. A com—
plete analysis may be needed only at the end of the school year and the
|

major financial information will be provided by the totals of the account

columms of the ledger sheet.

The combined warrant register:and distribution of expenditures
ledger (peges 186 and 187), recommended for small independent school
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systems in Oklahoma, is arranged so that when opened the complete ac-
counting form occupies both the left and right paées. The first twelve
columns of the recommended form provide space for information relative
to the registering and paying of warrants., The information to be in-
cluded consists of the number of each claim paid, to whom it was paid,
the number and amount of the warrant, the date it was registered, infor-
mation concerning its payment, and reserves withheld from salaries for
income taxes, retirement benefits, and other pufposes.

The expenditure distribution ledger portion of the form begins
with the thirteenth column. This portion of the form provides columns

for the twelve major account divisions presented in Chapter IV. Two

$J

colums are provided for each of the divisions of Administration, Instru
tion, and Pupil Transportation. In each case, one column is provided for

salaries and the other column is for all expenditures of that division

jon

other than salaries. A column to be used for coding purposes is providet
adjacent to each miscellaneous expenditure column,.

The coded list of standard expenditure accounts, presented in
Figure 7, page 188, should be utilized in connection with the expenditure
distribution ledgei.' form recommended in this study. Using the list of
coded accounts for reference, it is a simple matter to indicate in the
ledger form the proper distribution éf expenditures for each claim. For
example, the account in which payment for gas used in heating a school
building should be recorded is coded "520." Vhen thevproper expenditure
is made on the basis of a claim, the amount of the warrant will be re-

corded in the column headed "Operation of Plant! and the code number will
%e—entered—insthe—celuma—immediately#ta-the—rightw——Qhusy—indication—o£—»
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Number SCHOOL . DISTRICT COMBINED WARRANT REGISTER
Issuance, Registration and Payment of Warrants RESERVES VITHHELD ADIINISTRATION THSTRUCTION
Var- : S e Other
Clain rant | Auwount Date Int- Social Supplies {Code Instruc-
Num- Num- | of Regis- |lerest] Total Date Secu~ |Retire- ‘ N |and Hum- tional
ber 'To Vthom Payable | ber |Warrant | tered Paid' | Paid Paid Tax |rity |ment Other |Salaries |[Others bers |Salaries | Costs
P~

Original Appropriation

Added

- | Total Aggrogriation

:J.==_—=4=_—_-—_—_-_—AF=

- T [ T -

Note: This ledger form

copy is for illpstrative1

purposes only. ?he printe? ledger

form would utilize all available space on the pagee.

Totals to C Forward

Figure 6.,—School District Combined Varrant
of the small independent school districts in Oklaho

|

Register and Expenditure Distribution Ledger recommended in this study for adoption and use by all
ma. (This figure extends through the following page.)
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AND EXPENDITURE DISTRIBUTION LEDGER
ATTENDANCE AND , OPERATION OF MATNTENANCE OF FIXED FOOD SERVICES AND | COMMUNITY CAPITAL DEBT
HEALTH SERVICES STUDENT TRANSPORTATION PLANT PLANT CHARGES STUDENT ACTIVITIES| SERVICES OUTLAY SERVICES
, Other - :
Code Trans- Code Code Code Code Code Code Code
A1l Num- portation{ Num- A1l Num~ Al Num- Al Hum- Al Num-~ Al Num- A1l Num- A1l
Costs | bers Costs

Costs: |bers Salaries | Costs bers| Costs

bers Costs bers Costs |bers Costs bers Costs bers

o=y

——t
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! LIST OF STANDARD EXPENDITURE ACCOUNTS

ADMINTSTRATION (100 Series)
110, Salaries
120, Supplies and Other Ixpenses

INSTRUCTION (200 Series)

210, Salaries for Instruction

211, Principals

212, Consultants or Supervisors

213. Teachers

214 . Other Instructional Staff

215, Secretarial and Clerical

Assistants _

Other Salaries for

Instruction

220. Textbooks

230. School Library Books and
Periodicals

21,0, Teaching Supplies

250, Other Supplies and Expenses

216.

ATTENDANCE AND HEALTH SERVICES
300 Series

310. Attendance Services

311l. Salaries

312. Supplies and Expenses

B320. Health Services

321. Salaries

322. Supplies and Expenses

PUPIL TRANSPORTATION SERVICES
L0O Series

/10, Salaries

420, Maintenance and Operation

ABO. Replacements of Vehicles

AAO Transportation Insurance

1,50, Contracted Services and

ﬁéo.

Public Carriers
; Transportation

Payments in Lieu of

OPERATION OF PLANT (500 Series)
ﬁlu. ‘Salaries
520, Fuel for Heat
530. Utilities, Except Fuel
540, Supplies
550. Other Expenses

MATNTENANCE OF PLANT (600 Serles)

£10. Salaries

620, Materials & Other Expenses
630. Contracted Services

FIXED CHARGES (700 Series)
710. School District Contributions
to Employee Retirement
720. Insurance and Judgments
730. Rental of Land and Buildings
740. Interest on Current Loans
750, Other Fixed Charges

FOOD SERVICES AND STUDENT-BODY -
ACTIVITIES (800 Series)
810. Food Services
811, Salaries
81Z. Supplies and Expenses
813. Payments to Cover Deficit
of Food Service Cash Fund
820. Student-Body Activities
821, Salaries
822, Supplies and Expenses
823. Payments to Cover Deficits
in Student Activity Funds

COMMUNITY SERVICES (900 Series)
910. Recreation .
920, Civic Activities
930, Public Libraries
940, Custodial Care of Children
950, Welfare Activities
960. Non-public School Pupils

CAPITAL OUTIAY (1000 Series)
1010. Sites
1020, Buildings
1030. Equipment

DEBT SERVICE FROM CURRENT FUNDS
1100 Series .
1110, Payments of Principal
1120, Payments of Interest on Debt
1130. Payments into Sinking Funds
1140, Payments to Housing Authority
1150. Other Debt Service

TRANSFER ACCOUNTS (1200 Series)
1210. To Other Districts This State
1220. To Districts in Other States
1230, -Tuition to Private Schools

Figure 7.-~lfinimm Standard Expenditure Accounts
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proper accounts becomes a simple matter. The number of accounts commonl}

|

the code numbers will be memorized after the system has been in operation

utilized by a small independent school district is not large and most of

la short time. However, it should be the practice to have the list of
standard accounts and their code numbers available for easy reference at
all times.

Through use of the ledger sheets for receipts and expenditures
illustrated and described in the foregoing pages, the accounting phase
of school administration will be both adequate and facilitated. It is
generally recognized that a financial accouhting system for public schools
should:

1. Conform to legal requirements.

2. Contain uniform classifications of receipts and disbursements.

3« Provide information for budgetary control.

L. Provide a definite, well-organized record of all financial
transactions which will show where the money comes from, how much
is available and for what it is expended.

5. Provide uniform data for reporting to other agencies.

6. Provide a base of information on which to make financial
and educational plans for the future,

7. Be simple and easy to operate.

It is the opinion of the author, based on extensive 6tudy and analysis,
that these requirements are fully met by the simplified system recom-

mended here for use by all of the small independent school districts in

Oklahoma.

Surmmary
The primary purpose of this chapter has been to present, illus-
trate, and adequately describe a budget instrument and an accounting

system designed to facilitate efficient administration of the finances

of small indevendent school systems in Oklahoma. The first portion of
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the chapter concerns some of the legal elements which affect school

budgets in Oklahoma. The second portion is devoted to a presentation
of the budget instrument recommended for use in small independent school
systems. Of major significance to school administration is the section
devotea to the Educaticnal Program. The total budget instrument recom-
mended in this chapter provides for adequate consideration of such
elements of school financing as the educational plarn, the expenditure
plan, the revenue plan, the financial statements, and the appropriation
of funds.

The last major section of this chapter involves consideration
of the recommended accounting system required to make the educational
program portion of the school budget effective. Specific and carefully
designed accounting forms are presented for complete and accurate

recording of receipts and expenditures.




CHAPTER VI

SUMMARY AND CONCLUSIONS

Summary
This study constitutes an effort to facilitate improvement in

the budgeting and accounting procedures in small independent school

systems in Oklahoma. As such. it consists of three major parts:

’

l. Identification of sound principles of budgeting and finan-
cial accounting for public school systems.

2. Revision of the budget forms used in Oklahoma school systems
to permit the application of the identified sound principles.

3.. The establiishment of a uniform financial accounting system
which will simplify budget preparation, facilitate the reporting of
financial data, and provide reliable statistics for comparative
purposes at both the state and national levels.

The primary purpose of this study was to effect major imprové-.
ments in the school budget instrument used in Oklahoma. Because of the
interdependence of the budgeting and accounting fﬁnctions of school ad-
ministration, it was also necessary to develop an adequate accounting

system designed to provide essential data quickly and accurately for bot
the budget and financial reports. This study was initiated with the

belief that more appropriate budgeting and accounting practices will
effect savings and more efficient use of funds available to school
districts.

The data pertain primarily to budgeting and accounting require-

ments of the small independent school systems of Oklahoma rather than to

191
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the special requirements of the few large systems in cities such as
Oklahoma City and Tulsa. Primary emphasis was also given to the budgeting
and accounting for school district funds used for current expense purposes
and controlled directly by iocal boards of education. The study does not
involve student activity or other special funds.

The first step undertaken was the identification of desirable
practices and procedures in budgeting and accounting for school systems.
This was accomplished by means of a survey of pertinent literature. The
literature surveyed included doctoral studies, professional books in the

field, publications from the national and state departments of education),

[92]

and relevant magazine articles appearing in‘leading educational magazine

during the past 20 years.

I

The second step involved the identification of the legal require
ments relating to public school budgeting and financial accounting in
Oklahoma. Information was gained from study of the Oklahoma Statutes,
publications of the Oklahoma State Department of Education, and from the

Constitution of the State of Oklahoma.
The next step in this study involved the designing of a school

budget instrument to permit the application of sound principles of budg-
eting and yet conform to present Oklahoma legal requirements. Much
research went into the development of the budget form recommended in this

report. The budget and accounting forms from a majority of the states

e}

were reviewed critically for desirable features that might be adopted fo

use in Oklahoma. During the process of developing the budget instrument,
interviews were conducted with auditors from public utility companies,

certified public accountants engaged primarily in municipal auditing,
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the State Director of School Finance, and the State Examiner and Inspedj
tor. These interviews provided much practical information especially

concerning legal requirements relative to school budgeting.

The budget instrument was mimeographed, distributed to, and dis-—

cussed with selected school administrators including members of the Okla

homa Cooperative Program in Educational Administration committee on school
budgeting, financial accounting, and reporting. Numerous changes were
then made in the proposed budget instrument before it was incorporated

in this research report.

The last step in the procedure involved the devising of accounting
classifications and the ledger forms to relate directly to the budget
instrument and existing financial reporting requirements. An attempt was
made to arrange the accounting forms to provide, in the most simple and
least time consuming form, the financial information needed by small

independent school districts.

Basic Elements in School Budgeting
The evidence in this study indicates that it is the consensus of
school administration authorities that a school district budget document
should describe completely the educational plans for the year ahead.
Careful development and use of a school budget which involves an educa-
tional plan, a spending plan, and a revenue plan may result in a number

of advantages in achieving the best educational facilities for children

in the school system. A properly developed school budget, used as an
educational guide, accomplishes the following functions:

1. Facilitates instruction by stimulating educational planning
and determination to purchase as much of the desired educational

-l M N
—program-—as—possibies
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2. Provides an overview of the entire school program by summari-
zing educational, spending, and revenue plans in one document.

3. Facllltates orderly planning and less opportunistic action.

L. Makes possible the analysis of details by leading to &
periodic critical analysis of both the educationsl program and the
finances necessary to operate the program.

5 Develops cooperation and goodwill within a school system
when it is done through group planning.

6. Acquaints the public with needs of the school system and may
stimulate confidence among taxpayers in the administration of the
school system.

7. Aids in the economical administration of the school by serving
as a guide for spending the school's money in a sensible, efficient
manner,

8. Improves finaneial accountlng procedures.

9. Projects the school program into the future for at least one
year and may stimulate planning so that long-range goals may also be
reached through accurate annual estimates.

- 10. Aids in bringing into focus the educational policies, prac~
tices, and objectives of a school system by regularly bringing them
under surveilance.

Authorities in the field of school administration advocate numer
ous principles which are basic to the development of school budgets. Byj
means of detailed analysis of the literature available, it was possible
‘to isolate the fundamental principles of school budgeting. The six most

significant principles are:

1. The annual budget for a public school system should represen
the actual needs of the school system for the ensuing year, estimate
as honestly and accurately as possible, and justified in terms of
anticipated educational returns to the commnity.

2. The budget should be inclusive with properly propertioned
allocations to various educational elements.

3. A uniform standard classification of accounts and terminology
should be used which is in accord with that utilized throughout the
entire accounting and reporting system.

4. The public school budgeting process should be continuous,
with the preparation of the annual budget document constituting one
step in the long-range educational program.

5. The preparation of the school budget should be a cooperatively
planned and executed procedure.

6. The school budget should be so prepared that it can and will

be interpreted properly to the public.

et
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In the development of a school budget instrument which will ade-

quately fulfill proper functions in accordance with sound basic princi-
ples, careful attention must be given to the responsibilities of the

individuals directiy concerned with the actual preparation, presentationl

}-l

adoption, and ultimate administration of the school finances. The schoo
budget is not an end in itself but is a tool by vhich better educational
opportunities may be provided through efficient execution of well-
formuiated plans. Administration of the school budget involves its
constant use as a guide but should permit modification of plans contained

therein when unforseen developments occur.

Basic Elements in Schéol Accounting
The educationz™ nisns of a school system and the methods of
<financially supporting those plans are summarized by means of the school
budget. However, the financial accounting system must be depended upon
to provide the facts of actual performance. It is the consensus of
‘(authorities in the field of school administration that the accounting
system should fulfill such functions as:

1. Revealing the financial condition of the schcol system at
any time, indicating the relationship between budgeted amounts and
actual receipts and expenditures.

2. Facilitating necessary adjustments in the rate of expenditur
by providing readily available data on the financial condition and
operating results of the various funds and appropriation accounts.

3. Facilitating uniform reporting of financial data requested
by county, state; and federal agencies.

L. Providing data required in determining the efficiency of
personnel, materials, equipment, and methods.

5. Constituting a basis on which future financial and educational
plans may be formulated.

w

An adequate financial accounting system further serves as a safe-

guard-in-the—administering-of-publie-school—funds-by-providing-complete—
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records of all financial transactions and providing a means of limiting
expenditures to budgeted amounts. The primary requisites of a suitable
state-wide financial accounting system for public schools are:

1. It should be flexible and adaptable to the scope and needs
of various administrative units.

2. It should be simple in form and operation.

3. It should provide information needed for fiscal reports
without the necessity of extensive rearrangement of data, combining
or separating of figures, or other laborious operations.

L. Tt should include an internal check to make the misuse of
funds highly improbable.

5. It should involve the use of accounting materials of such
size and quality that filing will be simple and retention for long
periods possible. : _

6. It should provide financial data in such form that the
legality of all transactions may be readily ascertained.

7. It should utilize standardized accounts and terminology to
provide for state and nation-wide uniformity.

The evidence in this study indicates that the establishment of a
sound financial accounting system for schools must involve careful con-
sideration of a number of special aspects of accounting. Among the
special aspects are those pertinent to the nature and number of accounts
needed, special problems in fund accounting, the nature and extent of
cost accounting needed, the proper classification of specific receipts
and disbursements by means of standardized accounts, the sources of

revenue, and the functions to be fulfilled by financial reports.

Recommended Budget and Accounting Forms
The recommended budget form developed in connection with this
study is displayed on pages 150 through 167 of this research report.
The recommended budget instrument was developed ohly after lengthy
research by the author in conjunction with the activities of certain

interested groups in Oklahoma. It is the belief of the author that it
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conforms in every detail to the sound principles of budgeting which were

developed in Chapter III of this study. One of the outstanding feaﬁures
of the budget instrument is its provision for presenting the educational
program which the budget is supposed to support. The presentation is
desighed to encourage educational planning and the development of schonl
board policies to activate the plans. The budget instrument provides for
the translaticn of the proposed educational program into proposed expendi-
tures and for the indication of anticipated sources and amounts of revenue
with which to meet the cost of the educational program. It provides for
comparative income and expenditure data to aid in making sound estimates
gnd for an early estimate of anticipated income which can be made accu-
rately enough for budgetary planning. The budget instrument employs a

uniform standard clasgsification of accounts and terminology which is in

accord with that utilized throughout the entire accounting and reporting
system. It contains provision for all data required to substantiate

valid appropriation requests and provides for it in a simple logical

manner so that each portion may be easily read and understood. A table
ot contents is provided so that specific items contained in the budget
may be easily determined. The title page clearly identifies the instru-

ment in terms of what it is, persons responsible for it, the school dis-

i

trict represented, and the time period covered. The budget instrument i

arranged in an attractive format, convenient for use and filing. Its

content is designed to conform to present legal requirements in Oklahoma.
To be of most value the budget form developed and reccrmended

should be put into effect by means of an adequate accounting system.

1
s A

Through use of the ledger sheets for receipts and expenditures illustrat‘
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and described in Chapter V of this research report, the accounting phase
of school administration will be facilitated. It is the opinion of the

author, based on extensive study and analysis, that the simplified system,

3

recommended here for use by all of the small independent school district:
in Oklahoma, fully satisfies the primary requisites of a school accounting
system as listed on page 195.

The accounting system is simple and easy to operate and yet pro-
vides for a definite, well-organized record of all financial transactions
to reveal where the money comes from, how much is available, and for what
it is expended. It is designed to provide easily and quickly the finan-
cial data necessary for budgetary planning and control and for reporting
uniform data to other educational agencies. The accounts utilized for
recording receipts and expenditures conform to legal requirements ﬁﬂ
Oklahoma pertaining to school finance and are arranged in uniform <7

standard classificat.ions.

Conclusions

The principles and practices developed in this study relative to
school budgeting and accounting and the recommended budget and accounting
forms are based on an extensive analysis of the literature in the field
of school administration and the specific circumstances surrounding the
financing of education in Oklahoma. Although all portions of the recom-
mended budget and accounting forms, with the exception of the financial
statements, are undoubtedly appropriate for use in school districts in the

various states, no claim is made in this study that they are directly ap-

plicable to other than the small independent school districts in Oklahoma.
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On the basis of the extensive evidence developed in this study

and nine years of experience as a school administrator, the author
presents the following conclusions:

1. A body of established sound principlés basic to proper devel-
opment of adequate school budgets and financial accounting systeﬁs cur-
rently exists. To accomplish the most effective school administration,
the individuals directly concerned should at all times adhere to these
basic principles,

2., There remains little, if any, doubt that the most significant
element in the school budgeting procedure is the development of an ap-
propriately stated educational program to provide the basis for act
preparation of the financial aspects of a school budget. Although this
is an often neglected phase of the total budget procedure, it is abso-
lutely essential to achievement of the maximm effectiveness of financial
management in a school district.

3. To facilitate proper school administration, the accounting
system mst consist of a sound standard classification of accounts used
in conjunction with simple to understand and compact ledger accounts and
report forms.

4. The school budget and accounting forms designed for and
recommended in” this research report, if used in the small independent
school districts throughout Oklahoma, would facilitate almost immediate
improvements in the utilization of school funds. The ultimate result

would be more effective instruction in the individual classrooms.
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