
FINANCIAL STATISTICS OF CITIES. 
ACCOUNTING TERMINOLOGY. 

ACCOUNTS AND ACCOUNTING. 

Accounts.—Accounts are exhibits of the data of 
financial transactions set forth by counter entries 
called "debits" and "credits." 

Accounting.—Accounting is the art of analyzing, 
recording, summarizing, and interpreting data relating 
to business in such a way as to ascertain the results 
of its operation for any given period, to disclose its 
state or condition at any given time, and to furnish 
all the information which accounts and summaries can 
supply for its systematic and successful administration. 

MUNICIPAL BEVENUES AND GOVEENMENTAL COSTS. 

Municipal revenues.—Municipal revenues are the 
moneys and other wealth received by cities and other 
municipalities for governmental purposes which add 
to their assets without creating debt liabilities. The 
aggregate of these moneys and other wealth received 
by a given municipality constitutes the revenue of the 
municipality; while the portion of such moneys de
rived from a single source, as from taxes on real prop
erty or polls, is properly spoken of as a municipal rev
enue. The revenue of a city or other municipality for a 
specified fiscal year is the aggregate of (1) the revenues 
levied to meet the appropriations of that year; (2) those 
accruing during the yeiir from the operation of public 
service enterprises, the loaning of money, the manage
ment of productive properties and investments, the 
performance of services, and the leasing of govern
mental buildings; and (3) those received from other 
sources during the year. 

The principal revenues of the 193 cities covered by 
this report are (1) taxes, special assessments, fines, 
forfeitures, escheats, subventions, grants, donations, 
gifts, pension assessments, fees and charges other than 
those of public service enterprises, rents of municipal 
buildings, minor sales of general departments, highway 
privilege dues, and (2) the revenues derived from the 
operation of productive enterprises, properties, and 
investments, including interest, rents, etc. The reve
nues mentioned after (1) are here called general reve
nues; while those mentioned after (2) are here called 
commercial revenues. General and commercial reve
nues which are received for specified purposes or sub
ject to specified conditions are spoken of as trust 
revenues. 

Taxes and the sovereign power of taxation.—In the 
broad signification of the word, taxes are amounts of 
money, other wealth, or services, which by virtue of 
the sovereign power of a nation or state are exacted 
for the support of governments, for meeting general 
public needs, and for all other purposes. The sovereign 
power of taxation, by virtue of which taxes in this broad 
sense of the word are exacted, is the power which Chief 
Justice Marshall declared "involves the right to de
stroy," and which when considered as a right of the 

government "is a right which in its nature acknowl
edges no limit."l It includes the power to prescribe 
the conditions under which persons and corporations 
may engage in business and business activities, receive 
franchises, and enjoy common law rights and privi
leges; and also the power to prescribe the conditions 
under which they may take and hold title to real and 
other property. Exercising that power, nations and 
states take away from the owners of property the 
legal title to lands and chattels and give it to others 
if taxes on the same are not paid when due, and take 
away from other .persons following given occupations 
or businesses, holding certain franchises, or enjoying 
specified privileges the right to follow, hold, or enjoy 
the same unless, or until, the tax is paid for that spe
cial occupation, business, franchise, or privilege. 

The sovereign power of taxation is by the courts and 
many writers on public finance differentiated into the 
so-called "taxing power" and "police power," the 
first including the power to raise revenue, and the 
second the power of social, industrial, and economic 
regulation and control. This differentiation has been 
evolved by the courts in their efforts to reconcile or 
adjust the revenue-producing laws as enacted by the 
legislatures of the several states to the different con
stitutional provisions* of those states. The great 
differences which exist in the constitutional and statu
tory provisions under which the 193 cities covered 
by this report derive their revenues render it impos
sible, however, for the Bureau of the Census to use 
this differentiation as the basis of any classification of 
revenue; and hence it employs the phrases "the 
taxing power" and "the police power" only for pur
poses of reference and for more exact description of 
certain revenues. 

Subjects, objects, and methods of taxation.—Consid
ered as exacted under the sovereign power of taxation, 
taxes may be levied upon every person, natural and 
corporate, and with reference to every object to which 
the legislative power of the nation or state extends; 
but the subject and object of taxation and the amount 
of taxes levied upon each at any given time are always 
determined by public needs and by public policy with 
reference to the conservation of order in political 
society, the encouragement of industry, and the dis
couragement of pernicious employments and injurious 
business or other activities. Further, the revenue 
exacted under the sovereign power of taxation may 
be levied and collected by any method that may be 
adopted by the legislative authority of the nation or 
state under which it is exacted. Special attention is 
here called to two of those methods involving an ex
action of revenue (1) in connection with the grant of 
a privilege by the issue of a license or permit, and (2) 
by the infliction of a penalty or mulct for violation of 

1 See Cooley's "Taxation;** footnote 2, pages 10 and 12. 
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law. When taxes are exacted by the first method, 
the license or permit is commonly granted by the 
government on payment of a valuable consideration, 
though this is not essential. According to court deci
sions with reference to this subject, to constitute a 
privilege such as is involved in this method of collect
ing taxes, the grant must confer authority to do 
something which without the grant would be illegal; 
for if what is to be done under the license is open to 
every one to do without it, the grant would be idle 
and nugatory. But the thing to be done may be a 
thing lawful in itself and restricted only for the pur
pose of securing revenue; that is to say, restricted in 
order to compel the taking out of a license. This is 
always the case where that which is licensed is not 
unlawful at the common law. 

The second method is that employed by the states 
of Iowa and Ohio in exacting revenue from those 
engaged in the business of selling intoxicating liquors. 
The constitutions of those states expressly prohibiting 
the licensing of such business, the legislature exacts an 
annual mulct or penalty from those engaged therein 
as an assumed punishment for violation of law. 

Classification of taxes.—In exacting revenues under 
the sovereign power of taxation as above set forth, 
governments may levy and collect the same (1) with
out reference to any actual or assumed measurable 
benefits conferred upon or services performed for the 
taxpayer, or any actual or assumed burdens imposed 
upon the general public by the subject or object of 
taxation; (2) with reference to some actual or assumed 
measurable benefit conferred upon or service per
formed for the taxpayer, including actual or assumed 
measurable increase in the value of his property; and 
(3) with reference to some actual or assumed expense 
or burden imposed upon the general community by 
reason of the subject or object of taxation. 

Recognizing the three distinct sets of circumstances 
or conditions under which compulsory revenues are lev
ied, many writers on public finance use the word "taxes" 
as the exclusive designation of the revenues obtained as 
stated in (1), and employ the terms "fees'* and "spe
cial assessments" as the designations of those obtained 
as described in (2) and (3). In its classification for 
this report of the municipal revenues exacted under 
the so-called taxing and police power, the Bureau of 
the Census has employed the theoretical classification 
of the writers above referred to so far as the same was 
practicable. Revenues levied and collected with ref
erence to property as described under (1) have been 
readily separated from those levied and collected as 
described under (2). When thus separated, revenues 
such as those described under (1) are called property 
taxes, and the others are called betterment taxes or 
special assessments. (For a detailed statement of the 
differences between betterment taxes or special as
sessments and other compulsory revenues, see under 

the heading "Special assessments" in a succeeding 
paragraph.) In the tabulation of compulsory reve
nues other than those exacted with reference to prop
erty, no such segregation has been practicable, it being 
impossible to differentiate that portion of such other 
revenues as was obtained under conditions stated in (1) 
from that secured under conditions described in (2) 
and (3); for example, the revenues secured by the re
ceipt of a so-called license fee from a dealer in intoxi
cating liquors is said by many writers to include (a) 
a compensation for the service of making out the 
license papers, which is identical in character with 
that which is described more in detail in a later 
paragraph under "Fees and charges"; (b) a payment 
for the privilege of conducting the business; (o) 
reimbursement for the special expenses of the gov
ernment in supervising a business that naturally 
creates disorder; (d) a reimbursement for the special 
expenses of the government by reason of crime, pau
perism, and disease that arise from the business; and 
(e) a tax in the narrow significance of the term as 
used by the writers on public finance above referred 
to. Revenues such as those referred to under (a) and 
(5) are identical in character with those previously 
mentioned in (2), and those referred to in (c) and (d) 
with those mentioned in (3); but how much of the 
money collected by any liquor license represents reve
nue of the classes mentioned under (a), (6), (c), (d), or 
(e)j is not susceptible of determination. In some states 
the statutes have been enacted under circumstances 
that demonstrate that the so-called license fees, even 
though large in amount, are levied practically for the 
purpose of obtaining revenue, and are therefore in 
large part taxes in the most exclusive use of the word. 
In contrast the statutes of other states are enacted on 
the assumption that license fees are collected either as 
stated in (&) or as in (c) or (d). 

What has been said above with reference to the 
practical separation of the revenues secured from the 
licenses issued to dealers in the liquor traffic is, with 
minor modifications, applicable to all revenues col
lected in connection with the issue of licenses or per
mits or the exactions of so-called mulcts. With 
reference to them all it can be said that there is no 
practical agreement among legislators, judges, and 
writers on public finance as to what portion of these 
revenues is received as compensation for services or 
other benefits conferred, or for special expenses im
posed upon the government, and what portion is 
otherwise received. The Bureau of the Census has 
been unable, therefore, to employ a classification 
which would show for revenues other than property 
taxes and special assessments the relative amounts of 
revenue which are collected with and those collected 
without reference to benefits received or burdens im
posed. For this reason the Bureau of the Census uses 
the word taxes in this report as the generic designa-
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ISTICS OF CITIES. 32 FINANCIAL STAT 
tion of all compulsory revenues other than fines and 
special assessments, but shows separately that por
tion of the aggregate amount of these so-called taxes 
which is obtained in connection with the issuance of a 
license or permit. The impossibility of further segre
gation demonstrates the extent to which the legal 
fiction of calling enforced contributions of wealth 
"fees," "fines," and "mulcts," which was employed 
by the early absolute rulers of Europe to reconcile 
their subjects to the payment of taxes, is continued in 
the modern terminology of revenues exacted under the 
sovereign power of taxation. (For a statement of the 
differences between the so-called "license fees" and 
"permit fees" here tabulated as taxes as stated above, 
and the amounts tabulated as fees and charges, see a 
later paragraph under heading "Fees and charges.") 

In this report the revenues tabulated as taxes, in 
addition to being classified as above described with 
reference to the issue of a license or permit in connec
tion with their collection, are classified with reference 
to the objects taxed. Thus classified they are tabu
lated as belonging to one of four principal classes: (1) 
property taxes, (2) poll or personal taxe3, (3) busi
ness taxes, and (4) nonbusiness license taxes. 

Property taxes.—Property taxes are taxes upon the 
property of persons, natural and corporate. Under the 
existing laws in the United States, property taxes are 
universally levied without reference to benefits con
ferred upon or enjoyed by the taxpaying property 
owner. It should be noted, however, that under the 
laws of Germany and Great Britain the property tax 
upon the unearned increment of land values is levied 
with reference to measurable benefit received or 
enjoyed. 

Most property taxes are apportioned according to 
the value of the properties upon which or by reason of 
which they are levied, and in so far as they are thus 
apportioned they are properly spoken of as ad valorem 
taxes. Others not thus apportioned are generally called 
specific taxes. Property taxes are readily separable into 
two groups, the general property tax and special prop
erty taxes. 

The general property tax is the common designation 
of the direct tax upon real property, and upon other 
property which is apportioned and levied by substan
tially the methods employed in apportioning and levy
ing taxes upon privately owned real property. Re
ceipts from the general property tax form the largest 
portion of the revenue receipts of most American 
cities. 

A general property tax, levied at the same rate 
upon the greater portion of the property within the 
territory of the taxing power, is here called a general 
levy of the general property tax. A similar tax levied 
upon a specified class of property within that territory 
is called a special levy of the general property tax; and 
if levied upon the property of a specified portion of 
that territory, it is called a local levy of the general prop

erty tax. A general or a special levy which is applica
ble for a specified purpose is further designated as a 
specific levy of the general property tax. 

Special property taxes are those direct taxes levied 
upon property which are assessed, levied, and collected 
by methods that are not generally applied in the case of 
privately owned real property. As such taxes the Bu
reau of the Census includes all taxes upon the prop
erty of corporations levied upon the basis of the 
amount of corporate stock, corporate indebtedness, or 
of both corporate stock and indebtedness, or by any 
method other than upon the basis of the valuation of 
all property of the corporation; taxes upon savings 
banks and kindred corporations, which are levied in 
proportion to deposits or in proportion to a certain 
specified portion of deposits, as their excess above the 
value of specified investments; and taxes upon life 
insurance corporations assessed upon the basis of the 
valuations of their policies. Special property taxes 
also include all taxes levied upon mortgages at the 
time of their execution or entry of public record, as 
in New York, and taxes on investments, choses in 
action, bonds and notes for specified periods of time, 
as in Connecticut, and on corporation bonds held by 
residents, as in Pennsylvania, and all specific taxes 
upon property, as taxes upon land in specified amount 
per acre, taxes upon horses, mules, and other animals 
in specified amount per head, taxes upon grain in 
specified amount per bushel, or taxes upon ships in 
specified amount per ton of capacity. 

PcU or personal taxes.—Under the term "poll or 
personal taxes," the Bureau of the Census includes all 
exactions by the government from private individu
als which are levied without regard to the property or 
income of the taxpayer. These taxes comprise (1) 
all so-called poll or capitation taxes, whether levied in 
special amounts upon all males of specified ages, or 
levied as quasi property taxes based upon an arbitrary 
valuation of polls; (2) all so-called poll taxes graded 
in amounts according to occupations; and (3) all ex
actions of personal service, as work upon the high
ways or elsewhere, whether classed in local statutes as 
taxes or otherwise. Poll or personal taxes graded 
according to occupation may, with propriety, be 
called "occupation poll taxes." These are to bo dis
tinguished from business taxes, since they are prima
rily levied upon persons and not upon the business or 
business activity by which the taxpayer secures an 
income. 

Business taxes.—Business taxes are taxes upon busi
ness and business activities exacted from persons, 
natural and corporate, (1) in proportion to the volume 
of their business; (2) by reason of tho business in 
which they are engaged; or (3) by reason of some 
business activity which constitutes a part of their 
business, such as the selling of tobacco, the operation 
of pool tables, or acting as insurance or transportation 
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agent. Business taxes as here defined may be levied 
with or without reference to measurable or assumed 
measurable benefits conferred upon or enjoyed by 
the taxpayers, or special expenses imposed by them 
upon the government. Business taxes may be classi
fied in many ways and given specific names, according 
to the basis of classification employed. Classified 
according to the business or business activity of the 
taxpayer, they are grouped under the headings 
"Taxes upon traffic in intoxicating liquors," "Taxes 
upon traffic in tobacco/' etc.; classified so as to 
separate the business taxes paid by corporations .from 
those paid by private persons and firms, the resulting 
classes would be designated as corporation and non-
corporation business taxes; classified with reference to 
the issuance of a license or permit at the time of their 
collection, they fall into the two classes called license 
and nonlicense business taxes. 

License business taxes are taxes exacted in connection 
with the issue of a written instrument called a license 
or permit, which authorizes the licensee to engage in 
some specified business or business activity. Most of 
these taxes are exacted primarily for purposes of regu
lation and only incidentally for revenue, and are thus 
what the courts and some writers on public finance call 
revenues levied under the police power; but some of 
them are exacted primarily for revenue, and are referred 
to by the same writers as revenues levied under the 
taxing power. Nonlicense business faxes are business 
taxes exacted without the issue of a license. License 
and nonlicense business taxes are in this report tabu
lated under three headings—" Taxes on liquor traffic," 
"Taxes other than on liquor traffic collected without 
the issue of a license," and "Taxes other than on 
liquor traffic collected with the issue of a license." 

Nonbusiness license taxes.—Nonbusiness license taxes 
are taxes other than upon business that are exacted 
primarily for purposes of regulation, and are collected 
in connection with the issue of so-called licenses or 
permits, and are always levied with reference to meas
urable or assumed measurable benefits conferred upon 
or enjoyed by the taxpayers. They may be sub
divided and classified in many ways, although their 
aggregate is small. The receipts from these taxes are 
segregated for the purposes of this report into three 
classes, and are tabulated in Table 6 as nonbusiness 
license taxes paid by persons granted (1) dog licenses, 
(2) general licenses, and (3) permits. 

In the first class, or that of license taxes on dogs are 
included all taxes which are collected from the owners 
of dogs in connection with the issue of licenses or 
permits to keep such animals for a specified period of 
time, generally a year. 

In the second class, or that of general license taxes, 
are tabulated all nonbusiness license taxes that are 
collected in connection with the issuance of licenses or 
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permits other than for keeping dogs, which are granted 
for a specified period of time, as a year, month, or 
day. Among taxes of this land are those collected 
for vehicles, as automobiles, bicycles, etc., irrespective 
of whether these vehicles are kept for business or 
pleasure. 

In the third class, or that of permit taxes, are in
cluded all nonbusiness taxes that are collected in 
connection with the issue of so-called licenses or per
mits which are granted for some specified act or 
transaction, as marriage licenses or permits, and de
partmental permits, such as those authorizing the 
connecting of houses with sewers and water pipes. 
It should be noted in this connection, however, that 
nonbusiness license taxes collected by public service 
enterprises in connection with the issuance of permits 
by them are included for accounting purposes with 
revenue receipts from those enterprises; that inclusion 
does not, however, change the character of these 
receipts from compulsory revenue. 

Special assessments.—Special assessments are gen
eral proportional contributions of wealth levied against 
land and collected from its owners and occupants to 
defray the costs of specified public improvements made, 
or of specified public services undertaken, in the in
terest of the general public. Special assessments, like 
taxes, are levied and collected under the sovereign 
powers of the state generally called the taxing and 
police powers, but under very different conditions and 
subject to the application of widely different princi
ples, as may be noted from the following comparisons 
based upon court decisions: 

1. Taxes upon property are levied for the pur
pose of raising revenue for (1) meeting the general 
costs of government, (2) to provide for all general 
public needrf, and (3) for other purposes; and the 
only benefit which taxpayers in the United States 
at present receive is as members of organized so
ciety. The individual taxpayer is therefore poorer, in 
a sense, by reason of the payment. Special assess
ments are levied only for the purpose of providing for 
some specified general public need, and, in theory at 
least, do not leave the property owner who pays his 
assessments any the poorer, since he is fully compen
sated by the benefits conferred upon him by the im
provements or by the services for which the assessment 
is levied. 

2. Taxes may be levied upon personal as well as real 
property, and upon person, business, occupation, fran
chise, privilege, and right; but special assessments are 
levied upon land alone. 

3. A tax is levied on the whole, or with reference 
to the whole, of a known political subdivision, as a 
state, county, city, town, or school district, or some 
special subdivision thereof or some special class of 
property therein; while a special assessment is levied 
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34 FINANCIAL STATISTICS OF CITIES. 
on the properly situated in a district created for the 
express purpose of a levy, and possessing no other 
function or even existence, than to include the thing 
upon which the levy is made. 

4. Taxes constitute a personal liability of the tax
payer, but special assessments can not become such 
liability. 

5. Certain properties maybe specifically exempt from 
property taxes on account of their public character or 
from considerations of public policy, but no property 
is thus exempt from special assessments. 

6. Receipts from taxes may be expended for any 
purpose or object for which the taxing authority may 
make appropriations; but receipts from special assess
ments may be expended for only those public improve
ments and public services from which an exceptional 
and plainly perceived benefit ensues to the property 
or to the occupant of the property upon which it is 
imposed. 

7. Taxes are a continuing burden of recurrent 
charges which must be collected at stated short 
intervals, while special assessments are levied occa
sionally only, being exceptional both as to time and 
locality. 

Fines and forfeits.—Fines are amounts of wealth 
exacted from individuals, firms, and corporations 
under the sovereign power of inflicting punishment 
as penalties for violation of law, while forfeits are 
amounts accruing to governments in accordance with 
the terms of contracts as penalties for nonobservance 
of such contracts. Receipts from fines, like receipts 
from taxes, are what writers on public finance call 
"compulsory revenues," while thosd from penalties 
belong to the class called "contractual." It should 
be noted in this connection that the revenues from 
the liquor traffic in Ohio and Iowa which are collected 
under what are known as "mulct" laws, or laws for 
imposing mulcts or penalties, are tabulated in this 
report as business taxes and not as fines, such revenues 
being levied under the legal fiction of a "fine" or 
"mulct," just as the corresponding "license fees" are 
levied under the legal fiction of a benefit or service. 

Escheats.—Escheats are amounts of money received 
from the disposal of property whose owners can not 
be ascertained. 

Subventions and grants.—Subventions and grants 
are gratuitous contributions made by one government 
to another. In the use of the terms the Bureau of the 
Census applies the designation subventions to those 
contributions for specified purposes made by the 
Nation and by states and counties to their minor 
civil divisions, which are granted subject to the formal 
compliance by the recipient with certain prescribed 
conditions, while the term grants is applied only to 
those contributions of one government to another 
which are made without the prior establishment of 
conditions. 

Donations and gifts.—Donations and gifts are gratu
itous contributions made by private individuals and 
corporations to governments. The Bureau of the 
Census uses the term donations in referring to those 
contributions from private sources which are for the 
establishment or maintenance of almshouses, hos
pitals, infirmaries, libraries, and kindred institutions, 
and applies the designation gifts to all other contribu
tions by private individuals and corporations to 
governments. 

Pension assessments.—Pension assessments, as the 
Bureau of the Census uses the term, are amounts of 
money collected from policemen, firemen, teachers, 
and other governmental employees toward the pay
ment of pensions and the maintenance of pension 
funds in the interest of the classes of employees contrib
uting. Pension assessments are always received sub
ject to conditions, and thus always constitute trust 
revenues. 

Fees and charges.—When first used in private busi
ness, the word "fee" was the designation of the com
pensation exacted for a service performed or work 
done, and the word "charge" was the designation of a 
burden imposed. In private business the word "fee" 
to-day retains its earlier significance, although it is 
most frequently applied to the compensation for the 
service of a physician, lawyer, or other professional 
person. But the word " charge " has come to have the 
same general meaning as "fee," although it is applied 
most frequently to the compensation rendered for a 
service performed, work done, or something sold. 

When first used in governmental business, the word 
"fee" was employed with the significance which it. 
had in private life, but it soon began to be also used 
as the designation of an amount exacted by absolute 
rulers by virtue of what is now called the taxing 
power, under the fiction that it was compensation for 
a special service rendered or a special benefit con
ferred in the form of a privilege or right that the tax 
payer was permitted to enjoy or exercise. In modern 
statutes the word "fee" is used with both of these 
meanings, inherited from the Middle Ages. 

Municipal compulsory revenues called "fees" which 
are levied and collected by virtue of the so-called 
taxing or police power are in this report tabulated 
as "taxes," for reasons already stated. Only those 
revenues are tabulated as "fees," which are what 
Seligman calls "contractual," and which represent the 
actual compensation for services performed by the 
employees of the government as one person performs 
a service for another in private life. They are pay
ments for something done, as compared with the pay
ments for the privilege or right of doing something, as 
are the so-called fees exacted under the taxing or 
police power and tabulated as taxes. 

The Bureau of the Census places in the generic group 
of revenues to which fees are assigned the revenues 
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called " charges." In so tabulating charges it uses the 
word with its secondary or derivative meaning, which 
is identical, as has been pointed out, with the primary 
meaning of fees. The Bureau of the Census specifi
cally applies the term fees to amounts collected as 
compensation for such services as are performed only 
by governments; while it uses the word charges as 
the designation of amounts collected as compensation 
for governmental services that are similar in char
acter to those performed by one individual for another. 
The amount of a governmental fee is usually established 
by statute, and the fee is generally collected in advance. 
On the other hand, a governmental charge can be defi
nitely determined only upon completion of the work 
or service, and advance payment for such work or 
service, if made at all, is made only to guarantee the 
costs when determined. 

Charges are differentiated from special assessments 
by the following characteristics: A charge is the com
pensation for something done by governmental em
ployees for the benefit of a particular individual, and 
in determining its amount no consideration is taken of 
any service performed for another, or the cost of any 
public improvement made or service rendered for the 
general public, or in behalf of the people in a given 
territory. In contrast, a special assessment paid by a 
given individual always represents the cost of dome 
public improvement or service which is levied on all 
the land of a given territory. The difference can best 
be illustrated by the following concrete cases: 

If in one portion of its territory a city constructs a 
sewer or sidewalk or lays a water pipe for one or more 
squares and apportions the whole or a part of the cost 
to the property benefited, the amount so apportioned 
constitutes a special assessment; while if a given 
individual with land outside the line of sewer or water 
pipe authorized or in front of which no sidewalks have 
been ordered petitions to have his land connected with 
the sewer or water main or to have sidewalks laid in 
front of the same, and the city complies with his peti
tion and makes the improvement requested and the 
petitioner reimburses the city wholly or in part for the 
improvement made, the payment is here called a charge 
and not a special assessment. 

If a city establishes a refuse-disposal service for 
a portion of the city, and the cost of such service is 
met either from special assessment or general revenue, 
and a person outside of the territory covered by the 
service requests a similar service at his expense and 
the request is granted, the amount received for this 
service is a charge and not a special assessment. 

Further, if a city assume the task of removing the 
snow from the sidewalks or the rubbish from the back 
yards of any portion of the territory and reimburses 
itself for the cost by a proportional levy upon those 
benefited by the services, the amounts levied upon the 
property benefited are special assessments. If, how

ever, the city makes it obligatory upon all owners or 
occupiers of land to clear the snow from the walks or 
remove rubbish from their back yards, but estab
lishes no general service for its removal or collection, 
and in default of compliance by a particular owner or 
occupier the city does the work and collects the cost 
by a levy against the land, the amount collected is a 
charge and not a special assessment or a tax. 

Tolls is the designation given to charges made for 
passing over bridges or traveling over roads. 

Rates is the generic designation generally applied to 
the revenues of water-supply, gas-supply, and electric-
light systems and similar enterprises which they earn 
by furnishing or supplying their respective utilities. 

Rates and tolls are in reality but charges in specified 
enterprises given special names. That distinction is 
never modified by the method adopted for enforcing 
the payment of rates for all such public utilities as 
water, gas, electric current, etc. In some cities unless 
these rates are promptly paid they are made a lien 
upon the real property to the occupant of which water/ 
gas, or electric current is furnished, and the amount 
is placed on the tax roll and collected with taxes. 
This is a lien, as the courts have decided, for a debt, 
the amount collected being the compensation for the 
service furnished, and not a tax. 

Highway privilege dues.—Highway privilege dues is 
the generic designation applied by the Bureau of the 
Census to amounts of money received by cities as com
pensation for special privileges in, upon, under, or 
over the public highways granted to particular indi
viduals and corporations beyond the privileges of 
other individuals and corporations. Some of the 
privileges granted for which these dues are received 
are privileges in, upon, under, or over the highways 
that in the case of private realty are called licenses, 
and others are rights which are most frequently 
spoken of as easements, and others, granted to 
public service corporations, are privileges called 
franchises. They differ from the privileges granted 
upon realty by lease in that they are exercised under 
conditions that permit the use of highways by others 
than the recipient of the privilege. They also differ 
from the privileges for which license taxes are paid in 
that they are privileges to make certain uses of land 
owned by the grantor, while the privileges secured by 
the payment of license taxes are merely privileges to 
do something. Highway privilege dues differ from 
fees in that fees are received as compensation for 
services performed or rendered, while highway privilege 
dues are received as compensation for specified rights 
or privileges upon the public highways. Highway 
privilege dues are divided by the Bureau of the Census 
into two classes, called major and minor. 

Major highway privilege dues are amounts of money 
exacted as compensation for those privileges upon the 
highways which are exclusively enjoyed by public 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1911



[ISTICS OF CITIES. 36 FINANCIAL STAI 
utility corporations and which such corporations 
must possess in order to carry on their business. The 
privileges for which these dues are received as com
pensation are those most generally called "fran
chises," and are by some writers referred to as "op
erating franchises" to distinguish them from 
"corporate franchises," or authority to exist as a 
corporation. 

Minor highway privilege dues are amounts of money 
exacted for licenses or easements granted for utilizing, 
for purposes specified, portions of the highway, or space 
above or below it, including the privilege of erecting 
awnings and signs projecting over or extending across 
the sidewalk or street, or constructing vaults under 
the sidewalks or streets in front of or adjoining the 
property owned or occupied by the grantee. Minor 
highway privilege dues may be collected from corpora
tions as well as from private individuals. 

Other revenues.—Governmental revenues other than 
those mentioned above include interest receivable, 
minor sales of materials and scrap when these are 
offsets to governmental expenses, rents, and the sales 
of products furnished by public service enterprises 
and municipal institutions. The character of all these 
governmental revenues is the same as that of similar 
revenues of private persons and corporations to which 
are given the designations mentioned. None of them 
call for any special definition or description in this 
connection. 

Municipal governmental costs.—The term "municipal 
governmental costs" is employed in this report as a 
generic designation of (1) the costs of cities and other 
municipalities for maintaining their governments, 
protecting person, property, and health, providing 
social necessities, caring for the dependent, punishing 
the delinquent, bettering social conditions, and per
forming other services and carrying on other activities 
for which the municipalities have authority, and from 
which no permanent or subsequently convertible 
value is received or receivable; (2) the costs of con
structing or acquiring the more permanent properties 
and public improvements used for governmental pur
poses; (3) their losses; and (4) the depreciation of 
their more permanent properties and public improve
ments due to waste, wear, and obsolescence. These 
governmental costs are readily separable into three 
principal classes called expenses, interest, and outlays. 
The governmental costs of a city or other municipality for 
a specified fiscal year are its expenses, interest, and 
outlays for that year. 

Municipal expenses.—Municipal expenses are (1) 
the costs, other than interest, of cities and other 
municipalities from which no permanent or subse
quently convertible value is received, and which in
crease their liabilities without increasing their assets, 
including the costs of services employed, property 
rented, and materials consumed in use in connection 

I with the maintenance and operation of the govern
ment, the conduct of municipal undertakings, and the 
management of trusts; (2) their losses resulting from 
defalcation, bank failures, and other causes; and (3) 
the depreciation of their permanent properties and 
public improvements. The municipal expenses of a 
given city or other municipality for a specified year are 
the expenses accruing during that year. Municipal 
expenses are here separated into two principal classes, 
general and commercial. 

The general expenses of municipalities are those in
curred by them in connection with the exercise of 
their general governmental functions, and include all 
of their expenses other than those specifically described 
under the title "Commercial expenses." 

The commercial expenses of municipalities include 
(1) the expenses of their public service enterprises or 
the costs of operating and maintaining those depart
ments and enterprises, such as municipal water-
supply systems and gas-supply systems, which are 
organized for the purpose of providing the inhabitants 
of the city with some public utility or service, and 
the losses and depreciation incident to such operation 
and maintenance; and (2) the expenses of general 
investments or the costs of managing the properties 
other than assets of sinking funds held as investments. 

General and commercial expenses which are incurred 
in carrying forward and maintaining property loft to 
cities in trust for specified municipal purposes or uses 
and for administering the trusts as directed by those 
establishing them are here called trust expenses. 

Municipal interest.—Municipal interest on public 
debts, or municipal interest as it is frequently most 
spoken of in this report, is the cost to cities and other 
municipalities for the use of credit capital. Themunic* 
ipal interest of a city or other municipality for a specified 
fiscal year is the interest accruing during that year 
on its public debt. 

Municipal outlays.—Municipal outlays are the costs 
of land or other properties and public improvements 
more or less permanent in character, which are con
structed or acquired by municipalities for use in the 
exercise of their municipal functions or in connection 
with the business undertaken by them. The munici
pal outlays of a city or other municipality for a specified 
fiscal year are the costs of permanent properties and 
public improvements that have been paid by war
rants or orders or have otherwise become demand 
liabilities of the municipality. 

Municipal outlays are here separated into two 
classes, general and commercial, corresponding sub
stantially to the two classes of municipal expenses 
bearing the same designation. General and com
mercial expenses and outlays are also classified accord
ing to department, function, or enterprise. The 
classes of general expenses and outlays thus made are 

I shown in detail in Table 11 and 18; and the classes of 
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commercial expenses and outlays are shown in Tables 
15 and 18. 

Revenue charges or revenue expenditures.—The terms 
"revenue charges" and "revenue expenditures" are 
frequently employed in commercial accounting as 
generic designations of expenses and interest which 
constitute the current costs of commercial under
takings that must be met from revenue, and must be 
deducted therefrom to ascertain the current profit or 
gain. In governmental accounting the charges against 
revenue or the expenditures that by the terms of the 
budget or appropriation ordinance must be met there
from in any given year seldom exactly correspond 
with the expenses and interest of that year. They most 
generally include, in addition to expenses and interest, 
certain payments for outlays and payments to sinking 
and other reserve funds; although in some cities in 
in which a limited number of expenses are payable 
from bond issues the revenue charges do not include 
all expenses. The amount of revenue charges or 
revenue expenditures of a given municipality for a 
given year being always determined by the budget 
for that year, they may with equal propriety be called 
budgetary charges or budgetary expenditures. 

Summary of municipal revenues and governmental 
costs.—Of the many summaries of municipal financial 
transactions that may be prepared, none has greater 
administrative value than that of municipal revenues 
and municipal governmental costs. The balance of 
such a summary will show, for the great majority of 
American cities, an excess of governmental costs over 
revenues. Such an excess measures the extent to 
which the cities, for purposes of convenience or for 
reasons of public policy, have deferred making collec
tions from or levies upon their taxpayers for meeting 
the current costs of government. It also shows ap
proximately the amount of increase which has been 
made in the net public indebtedness, that is, the total 
indebtedness, less the assets or possessions provided 
and available for reducing or amortizing outstanding 
debt. An excess of revenues over the costs of govern
ment, on the other hand, represents the extent to 
which the net indebtedness of the city has decreased 
during the year. The balance shown by the summary 
may thus be spoken of as a statement of the outcome 
or result of current financial transactions expressed in 
terms of an increase or a decrease of net indebtedness. 

Summary of revenues and expenses and interest.—Of 
lesser administrative importance, but possibly of 
equal economic significance, is a summary of revenues, 
expenses, and interest, which may be prepared from 
the same accounts as the summary last described. 
This summary corresponds in many respects to the 
profit and loss summary prepared by transportation 
companies and certain other private enterprises to 
measure the results or outcome of their business 
operations for a given period; but it has a different 
significance, except in the special accounts of such 
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quasi productive enterprises as water works and gas 
works; for, except in these enterprises, no trans
actions of a government can be said to give rise to a 
profit in the commercial sense of that word, owing to 
the fact that governments are organized to expend 
and not to make money. 

The balance of such a summary will show for the 
great majority of American cities an excess of govern
mental revenues over expenses and interest. The 
amount of such an excess is the amount of the cur
rent revenues of the city that is available for meeting 
the costs of constructing or acquiring permanent prop
erties and public improvements, purchasing invest
ments, or reducing indebtedness. The excess of ex
penses and interest over revenues shows that the costs 
of all permanent properties and public improvements 
of the current year and an amount of current expenses 
equal to the given excess are thrown upon the future. 
The excess first mentioned—that of revenues over ex
penses and interest—has been designated by various 
accountants and city officials as "surplus," "current 
surplus," or "current revenue surplus;" but none of 
these purely commercial terms is fully applicable or 
significant in governmental accounting. By reason of 
this fact many good accountants and many govern
mental officials decline to use them in municipal ac
counting, and are inclined to give to a summary of 
this character less consideration than it deserves by 
reason of its actual economic and administrative value. 
The Bureau of the Census, while recognizing the value 
of this summary, prefers to speak of the difference be
tween the revenues and the expenses and interest of 
a city for a given year as "the excess of revenues over 
expenses and interest," or vice versa, and this practice 
will be followed until some brief term can be suggested 
which describes this balance in municipal accounting 
as accurately as the term "surplus," "revenue sur
plus," or "current revenue surplus," describes the 
corresponding balance in commercial accounting. 

MUNICIPAL RECEIPTS AND PAYMENTS. 

Receipts and payments in Census statistics.—Atten
tion has been called on preceding pages to the fact 
that the Census financial statistics of cities are neces
sarily based upon, and in large part derived from, the 
accounts and reports of city comptrollers and treasur
ers, and of other officials discharging some or all of 
the duties of officers bearing those designations; and 
to the further fact that those accounts, so far as they 
are records of financial transactions, are with few ex
ceptions primarily accounts with what are called in 
the commercial world receipts and payments of "cash." 
The methods employed by the Bureau of the Census 
in using the accounts of city comptrollers and treas
urers for the purpose of compiling comparable statis
tics of governmental costs have already been de
scribed at length. By those methods certain receipts 
and payments not recorded in cash accounts, but iden-
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tical in character with those thus recorded, are in
cluded in these statistics, and also certain receipts 
other than cash. The character of the receipts and 
payments thus included is definitely set forth in the 
statements which follow. 

Receipts.—In accounts, receipts are amounts of 
money, bills receivable, land, materials other than 
money, and services that in the conduct of business 
are received by or placed at the disposal or to the credit 
of the recipient* for his own use or benefit, or for the 
use or benefit of another. Receipts recorded in so-
called cash accounts are called cash receipts. 

Payments.—In accounts, payments are amounts of 
money, bills payable, land, materials other than 
money, and services that in the conduct of business 
are paid, delivered, or transferred in the settlement of 
claims against or for the final discharge of the debt 
obligations of the payer, or for his use, benefit, or 
credit. Payments recorded in so-called cash accounts 
are called cash payments. 

Municipal receipts, and payments.—Municipal re
ceipts and municipal payments are the receipts and 
payments recorded in the accounts of cities and other 
municipalities. These receipts may be classified with 
reference to many different bases, and thus arranged 
in a number of different classes, to each of which is 
given an appropriate designation. The primary class
ification made use of in this report is one which segre
gates receipts with reference to revenues, and pay
ments with reference to governmental costs. When 
thus classified, municipal receipts are separable into 
revenue receipts and nonrevenue receipts, and munic
ipal payments into governmental cost payments and 
nongovernmental cost payments. 

Municipal revenue receipts.—The term municipal 
revenue receipts is here applied to the receipts of 
cities and other municipalities on revenue account, 
less amounts which have been returned or are to be 
returned by reason of error or otherwise. The amounts 
so returned or to be returned are always recorded as pay
ments in the same accounts with the revenue receipts, 
and the receipts and the counterbalancing payments 
are called in this report counterhalancing receipts and 
payments. The municipal revenue receipts of a given 
fiscal year included in the Census municipal statistics 
comprise (1) amounts of receipts on revenue account re
corded in local cash accounts during the year, and (2) 
amounts of similar receipts which the Bureau of the 
Census combines with the recorded cash receipts for 
the purpose of compiling more comparable statistics 
of revenue receipts and governmental cost payments. 

• (For details of these added receipts, see pages 25 and 
26, under "Difficulties arising from different methods 
of accounting for interdepartmental services," and 
"Difficulties arising from faulty accounting for inter
est chargeable as outlay or expense.") 

Municipal nonrevenue receipts.—The term "munic
ipal nonrevenue receipts" is here applied to all receipts 
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of cities and other municipalities other than municipal 
revenue receipts as previously defined. The municipal 
ntmrevenue receipts of a given fiscal year included in 
the Census municipal financial statistics comprise (a) 
all receipts recorded during the year in so-called cash 
accounts of the municipalities from (1) sales of invest
ments, (2) sales of supplies which have been purchased 
for sale, (3) sales of municipal securities, (4) transac
tions other than sales of municipal securities which 
increase municipal indebtedness, and (5) counterbal
ancing receipts such as those mentioned in the pre
ceding paragraphs; together with (6) receipts during 
the year of services whose costs have been included 
among the expenses and outlays of the year, as has 
been described on pages 23 and 24, under "Difficul
ties arising from the general use of cash accounts by 
comptrollers and auditors," and "Difficulties arising 
from lack of accounts with materials and supplies." 

Municipal governmental cost payments.—The term 
"municipal governmental cost payments" is here 
applied to the payments of cities and other munic
ipalities for their governmental costs, or for their 
expenses, interest, and outlays, less amounts which 
have been returned or are to be returned by reason 
of error or otherwise. The amounts so returned or 
to be returned are always recorded as receipts in the 
same accounts with governmental cost payments, and 
the payments and counterbalancing receipts are in 
this report called counterbalancing payments and re
ceipts. The municipal governmental cost payments of a 
given fiscal year included in the Census financial sta
tistics comprise (1) the amounts recorded in local 
cash accounts of the comptroller or officer acting as 
comptroller as paid during the year in settlement of 
the claims of the current year on account of expenses! 
interest, and outlays, including payments for materials 
and supplies used during the year; (2) the amounts re
corded in the same accounts as paid during the suc
ceeding year in settlement of the expenses! interest, 
and outlays for the given year; (3) payments recorded 
in the local cash accounts of city comptrolling officers 
in preceding years, equal in amount to the excess of 
the value of materials and supplies charged during the 
year as expenses and outlays over the payments of the 
year for new materials and supplies; and (4) payments 
for interdepartmental services not recorded in local 
cash accounts. The payments mentioned after (1) 
and (2) are in most cases equal in amount to payments 
recorded in warrant registers, and differ from them 
only to the extent that some payments are made with
out the issue of a warrant or order, as has already been 
explained. With that exception those payments may 
be called warrant payments as well as "cash payments." 
The payments mentioned in (3) and (4) are combined 
by the Bureau of the Census with those mentioned in 
(1) and (2) for the purpose of compiling more com
parable statistics of governmental cost payments, as 
has been explained on pages 24, 25, and 26, under the 
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captions "Difficulties arising from lack of proper ac
counts with materials and supplies," "Difficulties aris
ing from different methods of accounting for interde
partmental services," and "Difficulties arising from 
faulty accounting for interest chargeable as outlay 
or expense." 

Municipal nongovernmental cost payments.—The 
term "municipal nongovernmental cost payments"is 
here applied to all payments of cities and other munici
palities other than municipal governmental cost pay
ments as previously described. The municipal non
governmental cost payments of a given fiscal year in
cluded in the Census financial statistics comprise all 
cash or warrant payments recorded during the year 
in the accounts of municipalities for (1) the purchase 
of investments, (2) the purchase of supplies in excess 
of those used or sold, (3) the final cash payment of 
municipal debt obligations in the form of bonds, notes, 
warrants, and audited claims, and (4) counterbalanc
ing payments such as those described in preceding 
paragraphs which are recorded in revenue and govern
mental cost payment accounts. 

Significance of primary classification of municipal 
receipts and payments.—The segregation of municipal 
receipts into revenue and nonrevenue receipts and 
the segregation of municipal payments into govern
mental cost and nongovernmental cost payments is 
of great significance, since it permits the preparation 
of summaries of financial transactions that show 
approximately at least the outcome or result of cur
rent financial transactions expressed in terms of an 
increase or decrease of the net indebtedness, and also 
those which show the excess of revenue receipts over 
the expenses and interest for meeting which they are 
provided, or the reverse. 

Secondary classification of municipal receipts and 
payments.—Another classification of municipal re
ceipts and payments made use of in this report is one 
which separates the receipts into those called "re
ceipts from the public" and "transfer receipts," and 
the payments into "payments to the public"* and 
"transfer payments." 

Municipal receipts from {he public.—Municipal re
ceipts from the public is the designation applied in 
this report to receipts from private persons and cor
porations, and from states, counties, and other civil 
divisions by cities and other municipalities for (1) 
their governmental uses and purposes, and (2) for the 
use, benefit, or credit of other civil divisions or of pri
vate persons or corporations. The municipal receipts 
from the public for a given fiscal year included in the 
Census municipal financial statistics comprise (1) all 
receipts by cities and other municipalities from other 
civil divisions and from private individuals and cor
porations that during the given year are recorded in 
the so-called cash accounts of the officers of the various 
divisions of the government of the municipality; and 
(2) receipts during the year or during preceding years 

of materials and supplies, and receipts during the 
year of services the costs of which were included by 
the Bureau of the Census as expenses and outlays, but 
which were represented at the close of the year by 
unpaid warrants, orders, audits, claims, or judgments. 

Municipal payments to the public.—Municipal pay
ments to the public comprise the payments by cities 
and other municipalities to private persons and cor
porations and to other civil divisions of cash or of 
warrants, orders, bonds, notes, judgments, and other 
bills payable in settlement or adjustment of claims 
against, or in final satisfaction of the debt obligations 
of the municipalities or of any of the divisions of their 
governments, or for their use or benefit. The munici
pal payments to the public for a given fiscal year included 
in the Census statistics comprise (1) cash paid during 
the year to private persons and corporations and to 
other civil divisions in settlement of claims against- the 
municipality or one of the divisions of its government, 
or for its use or benefit; (2) cash paid to such persons, 
corporations, and divisions during the year in final 
satisfaction of warrants, orders, and other bills pay
able of the given year or of any preceding year; (3) 
warrants and other bills payable issued, delivered, 
transferred, or entered of record during the year or 
during the succeeding year, in settlement of the claims 
of private persons and corporations and other civil 
divisions against the municipality or one of the 
divisions of its government, which arose or accrued 
during the given year. It should be noted in this 
connection that the only payments such as those men
tioned in (3) as being issued, delivered, etc., during 
the succeeding year that are included in the Census 
statistics ape those of warrants and orders in settle
ment of claims audited during the year that were 
issued in the succeeding year, and the warrants, etc., 
that were issued by cities that held their books open 
for a limited period after the close of the fiscal year to 
make a complete statement of the governmental costs 
of that year, as described on page 27, under "Difficul
ties arising from auditing claims after the close of the 
year to which they relate." 

Municipal transfer receipts.—Municipal transfer 
receipts is the designation applied in this report to 
amounts of cash which the divisions of the govern
ment of a city or other municipality (1) place at the 
disposal or to the credit of their accounts with their 
various funds, including those for their departments 
and enterprises; or (2) transfer to one of these accounts 
from another; or (3) that one of these funds, depart
ments, or enterprises receives from or transfers to 
another. The municipal transfer receipts for a given 
fiscal year included in the Census statistics comprise 
all such receipts as those mentioned above after (2) 
and (3), which are recorded in the local accounts dur
ing the year, and similar interdepartmental receipts 
combined therewith by the Bureau of the. Census for 
the purposes of compiling more comparable and accu-
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40 FINANCIAL STATISTICS OF CITIES. 
rate statements of governmental costs, as has previ
ously been explained. 

Municipal transfer payments.—Municipal transfer 
payments are the amounts of cash which the divisions 
of the government of the city or other municipality 
transfer or take from the credit of one of their funds, 
departments, enterprises, or accounts in settlement 
or adjustment of claims against it in favor of another 
fund, department, enterprise, or account; or which 
one fund, department, or enterprise delivers or pays 
to another in settlement of claims. The municipal 
transfer payments for a given fiscal year included in 
the Census statistics comprise (1) all municipal inter
departmental payments recorded in the local accounts 
during the year, and (2) similar payments combined 
therewith by the Bureau of the Census for the pur
pose of compiling inore comparable and accurate state
ments of governmental costs, as has previously been 
explained. 

Significance of the secondary classification ofmunicir 
pal receipts and payments.—The segregation of munici
pal receipts and payments into the two classes termed 
"receipts from and payments to the public" and 
"transfer receipts and payments" is of great signifi
cance, since a receipt of cash or any specific equivalent 
thereof from the public increases the amount of such 
cash or specific equivalent in the possession or control 
of the government, and a payment or delivery to the 
public decreases the amount of such cash or specific 
equivalent; while corresponding receipts by one divi
sion, fund, or account of the city from another effect no 
change in the amount of cash or such equivalent. In 
recognition of this fact the receipts from and payments 
to the public are sometimes spoken of in this report 
as actual receipts and payments, and the transfer re
ceipts and payments as Twmincd receipts and payments. 
The first class of receipts and payments may be called 
corporate receipts and payments, since they are the 
receipts and payments of the various corporations 
that constitute the government of a municipality; 
while the second class of receipts and payments may 
be called fund receipts and payments, since they are 
receipts of the funds of the city including those for the 
various enterprises, departments, and other objects 
of appropriation, or interdepartmental receipts and 
payments, for reasons that are obvious. 
'Subordinate classes of municipal receipts and pay

ments.—Municipal revenue receipts, whether receipts 
from the public or transfer receipts, are classified and 
tabulated in Tables 3, 6,7,8, 9, and 10, and in the text 
tables, page 54, so as to show those from general and 
commercial revenues and from the various classes of 
those revenues. In like manner municipal govern
mental cost payments, whether payments to the public 
or transfer payments, are classified and tabulated in 
Tables 11, 15, 17, and 18, and in the text table on 
page 56, so as to show those paid in settlement of 
claims arising for expenses, interest, and outlays. 

The text table on page 51 presents a summary of 
municipal revenue receipts and governmental cost 
payments classified as "net" and "transfer;" the 
net revenue receipts being the receipts on rovenue 
account, less the revenue transfer receipts and the 
receipts returned or to bo returned by reason of error 
or otherwise, and the net governmental cost payments 
being the payments for expenses, interest, and out
lays, less transfer governmental cost payments and 
the payments returned or to be returned by reason of 
error or otherwise. 

In addition to the common subclassification of 
receipts from and payments to the public and transfer 
receipts and payments described in preceding para
graphs, attention is here called to two additional classi
fications of transfer receipts and payments made use 
of in this report: (1) A classification according to the 
character of the transaction, separating the transfers 
into those designated as general, service, interest, and 
investment transfer receipts and payments; and (2) a 
classification by the degree of independence of the 
divisions, departments, offices, or accounts between 
which the transfers are made, separating the transfers 
into those designated as major and minor transfer 
receipts and payments. 

General transfer receipts and payments are amounts 
of cash or its equivalent received and paid by transfer 
between independently administered divisions, funds, 
or enterprises, where the receipt is not associated with 
the performance of services, the purchase of securities, 
the payment of interest on securities, or the renting 
of real property. 

Service transfer receipts and payments included in 
this report are the receipts by or for public service 
enterprises as (1) compensation for the public utilities, 
such as water, gas, and electric current, furnished by 
them for city uses; (2) the receipts by one govern
mental division, fund, department, or office, as com
pensation for the services performed, and the materials 
and other equivalents of cash furnished by it for 
another governmental division, fund, department, or 
office, or for a municipal enterprise, and the payments 
by or for a division, enterprise, department, fund, or 
account for which the services performed and the 
materials and other equivalents of cash are furnished; 
and (3) the accounting transfer receipts and payments 
described on pages 25 and 26 which represent similar 
receipts and payments not recorded in city accounts. 

Interest transfer receipts and payments are the re
ceipts and payments included in the Census statistics 
of municipal financial transactions which represent 
(1) the receipts shown on the books of city funds with 
investments and the counterpayments shown on those 
of the city corporation or division of the city govern
ment on account of amounts paid by the corporation 
or division to the funds as interest on municipal 
securities or debt obligations held by those funds, 
and (2) the accounting interest transfer receipts and 
payments described on page 26. 
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Investment transfer receipts and payments are munici

pal receipts and payments recorded in the books of 
city funds with investments and in the books of the 
city corporation or other divisions of the government 
of the city, representing the value of securities or other 
investments received by one fund from another, or 
the value of those securities received by the city 
corporation or one of the otiher divisions of the city 
government. 

Major transfer receipts and payments are amounts of 
cash or its equivalent transferred by one independent 
division or fund of a government to another. 

Minor transfer receipts and payments are amounts 
of cash or its equivalent received by one office or 
account from another, or transferred from one account 
of a division of a government to another. The greater 
portion of such transfers recorded in city accounts are 
treated by the Bureau of the Census as accounting 
credits and debits and are not included in its pub
lished statistics. 

Summary of aU receipts and payments.—Table 2 of 
this report presents for all cities a condensed sum
mary of the total receipts and payments recorded 
in the financial accounts of the several cities. The 
receipts and payments are divided into two principal 
classes—revenue and nonrevenue receipts and govern
mental cost and nongovernmental cost payments. 
Such a summary shows the net changes in the amount 
of cash in the treasury of the city as the result of all 
the financial transactions of the year. 

Summary of revenue receipts and governmental cost 
payments.—In Table 3 of this report is presented a 
classified summary of the revenue receipts and the 
governmental cost payments. The table shows as 
fully as can be done by a statement of receipts and 
payments the results or outcome of governmental 
transactions, as already explained under the heading 
"Summary of municipal revenues and governmental 
costs" (p. 37). 

Summary of revenue receipts and payments for ex
penses and interest.—Table 3 also presents a compara
tive exhibit of the revenue receipts and the payments 
for expenses and interest. The significance of this 
summary in municipal accounting has already been 
discussed under the heading "Summary of revenues 
and expenses and interest.1' Taken in connection 
with the other data given in the table, the excess of 
revenue receipts over payments for expenses and in
terest shows the extent to which the several cities 
are meeting their outlays or paying for their per
manent properties and public improvements out of 
revenues, and to what extent they are throwing the 
burden of such expenditures upon the future. 

Summary of budgetary receipts and payments.—A 
comparative summary of the receipts and the pay
ments of a given fiscal year in accordance with the 
terms of the budget, or annual appropriation act, 

is one of the most valuable, from an administrative 
point of view, of the summaries of their financial 
transactions that can be prepared by individual cities. 
An exhibit of such summaries for the different, cities, 
while of little advantage for direct comparison, would 
show the various administrative operations pursued 
by cities in financing the acquisition of their per
manent properties and the construction of their per
manent improvements, and in providing for the 
amortization of their debts. The Bureau of the 
Census hopes to present such a summary of municipal 
receipts and payments at no distant date. 

MUNICIPAL ASSETS, PROPERTIES, PUBLIC IMPROVE
MENTS, LIABILITIES, AND PROPRIETARY INTERESTS. 

Assets in private accounts.—The word " assets," 
derived from the Latin ad satis, was first used as an 
accounting term in the statements prepared by heirs, 
administrators, and executors of the estates of de
ceased persons to include all the property, real and 
personal, realizable and unrealizable, belonging to the 
estate, when such property was sufficient in value 
or amount to meet all debts of the estate or all claims 
upon it arising under the terms of the will of the 
deceased. In this use the.word retained the force of 
its Latin derivation quite fully and could be defined as 
"property sufficient to meet debts and claims." 

The word " assets," which was first used as an 
accounting term with the meaning just stated, was 
later employed in the balance sheet and other state
ments of the financial condition of living persons, 
and of firms, corporations, and governments, and is 
so used today. In this later use the word has lost the 
limitations of its Latin derivation and has come to 
have its present significance in private accounts of 
"property liable for meeting the debts of or claims 
against the owner." 

For convenience of accounting, the assets of com
mercial undertakings and those of private persons 
or corporations are separated by accountants into two 
classes designated as current assets and fixed assets: 
current assets being those which vary from day to day 
from sale, realization, exchange, etc., including such 
property as stock in trade, cash, accounts and notes 
receivable in the case of all concerns, and land in the 
case of real estate companies; while fixed assets are 
those which are employed in the accomplishment of 
the principal purposes of the enterprise or person 
owning them, and which are expected to have a life 
in service of more than one year, such as the real prop
erty, machinery, land and plant of a mine, or the road
bed and rolling stock of a railroad. 

Assets in governmental accounts.—Some modern 
accountants who have prepared what they call com
plete balance-sheet statements of the financial con-
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42 FINANCIAL STATISTICS OF CITIES. 
dition of the governments of municipalities and of 
other civil divisions have used the word "assets" 
with a significance which differs from both the original 
and derived meanings of the term as above set forth. 
As they use it the term loses the limitation which 
always attaches to it in commercial accounts and 
statements, of property liable for debts and holden 
for meeting claims, and comes to be the generic 
designation, not only of cash, investments, uncollected 
revenues, and other resources provided and available 
for meeting debts and other liabilities, but also of all 
public improvements, including street pavements and 
sewers, as well as of all public property such as city 
halls, parks, and fire and police stations; although 
none of the public improvements and only a limited 
portion of the property is legally liable for govern
mental debts or can be seized or held in satisfaction 
of claims. 

The Bureau of the Census, however, prefers the usage 
of another class of governmental accountants, and of a 
number of students and writers on governmental finance 
who, fully appreciating the economic significance if 
not the administrative value of the so-called com
plete balance-sheet statements of governmental finan
cial condition, prefer to use the word " assets" in 
governmental accounts and statements with the 
restricted meaning that it always has in private 
accounts and statements. When*the term "assets" is 
employed with this limited or restricted significance, 
the terms "properties" and "public improvements" 
are necessarily used in referring to other forms of 
wealth in the possession of the government. Such a 
terminology assists in keeping to the front the great 
difference that exists between the objects and view
points of private and governmental business. It 
emphasizes the fact which the first terminology does 
not, that municipal debts are not ordinarily liens upon 
city properties and public improvements, as all 
private debts are upon the property of the debtor, 
but upon the privately owned property of the citizens 
subject to taxation; and that only the property given 
the designation "assets" with the narrower signifi
cance is seizable for the payment of governmental 
debts in the way that private property is for the pay
ment of private debts. This report uses the word 
"assets" in this restricted sense, as exclusive of 
properties and public improvements of cities. The 
specific meanings given to the terms "municipal 
assets," "municipal properties," and "municipal 
public improvements" and to their subclasses are 
stated in the definitions which follow. 

Municipal assets.—Municipal assets are the cash and. 
other wealth in the possession of cities and other mu
nicipalities, or at their disposal, which have been ac
quired or provided for meeting their governmental 
costs, for investment and for paying debts, including 
those which have been incurred by accepting private 
or public trusts. The cash and other wealth that con

stitute governmental assets as here defined are some
times referred to as funds. This meaning of the word 
funds is to be distinguished from that of the word fund 
in the singular, and also in the plural, as the designation 
of an amount of money or other wealth available for 
a specified purpose. 

Classification of municipal assets.—In municipal ac
counting records, as in those of private enterprises, 
assets are always represented by debit entries and 
balances in accounts generally referred to as asset ac-
counts. Some of the debit entries and balances in these 
accounts represent wealth actually in the possession 
of municipalities or in their control or at their disposal, 
and others represent the claims of one of their depart
ments or divisions upon another, or are in other ways 
offset by the credit balances of liability or other ac
counts. The assets represented by the first class of 
entries are here called the actual assets of municipalities 
to distinguish them from those represented by the sec
ond class, which are here called nominal assets of mu
nicipalities. Nominal assets which consist of wealth 
not actually in the possession or at the disposal of a 
municipality, but which under certain circumstances 
may come into its possession or be placed at its disposal 
are generally called contingent assets of municipalities. 

When classified according to the purpose for which 
they are used, the assets of governments are specifi
cally designated as current and invested. 

The current assets of a municipality are the resources 
or forms of wealth which havfc been provided and are 
available for meeting its current expenses, interest, and 
outlays, for meeting the current claims of creditors, 
and for investment. They include cash, materials, and 
supplies, authorized but uncollected revenues, prepay
ments, advances to fiscal agents, and bills and accounts 
receivable. The terms last mentioned have substan
tially the same significance in governmental as in pri
vate business accounting, and for that reason are not 
specifically defined. The accounts of most govern
ments with their assets include considerable amounts 
of nominal assets in the form of uncollectable revenues 
not properly written off. The recorded assets whidh 
represent cash or its equivalent in the possession or 
control of a government constitute its actual current 
assets. 

Invested assets, or investments, are those resources or 
forms of wealth which have been acquired or are held 
by governments for such purposes as securing an in
come from their use, deriving gain from their rise in 
value, avoiding losses that otherwise might be suffered, 
and securing other possible advantages through their 
acquisition and possession. 

Municipal properties.—Municipal properties is the 
designation employed by the Bureau of tho Census in 
referring to land used by cities and other municipalities 
for governmental purposes, to buildings and other more 
or less permanent structures on such Tand (other than 
those here called public improvements), and to fund-
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ture, tools, apparatus, and other equipment having a life 
in service of more than one year, excepting hand tools 
and other small portable tools which may be lost or 
stolen and of which no accounting record is kept. These 
properties are further classified as productive and non
productive. Municipal productive properties include 
the lands, buildings, structures, furniture, machinery, 
tools, and other equipment that are used by cities and 
other municipalities in connection with the operation 
of their public service enterprises. All other proper
ties of municipalities are spoken of as municipal non
productive properties. 

Municipal public improvements.—Municipal public 
improvements is the term employed by tbe Bureau of 
the Census as the designation of those permanent struc
tures used by cities and other municipalities for com
munity purposes, which have a value in use but not in 
exchange, and whose value in use is reflected in the 
enhanced value of the property of private persons and 
corporations. They are readily separable into three 
classes here called municipal highway improvements, 
municipal sewers, and other municipal public improve
ments. Municipal highway improvements is a designa
tion used in speaking of the structures and other im
provements upon the land belonging to cities and other 
municipalities which are employed for highway pur
poses; including pavements, sidewalks, curbs, bridges, 
tunnels, grades, and fills for highway purposes, but not 
structures for public service enterprises, such as rail
roads, street railways, and revenue-earning canals. 
Under the designation municipal sewers are included 
not only the structures bearing that name, but all struc
tures, such as manholes and catch basins, forming parts 
of sewer systems. Under the designation other mu
nicipal public improvements the Bureau of the Census 
includes such public structures as retaining walls, drain
age canals, unproductive docks and wharves, and un
productive waterways. 

Accounts with assetst properties; and public improve
ments.—When the accounts of governments with the 
value of their properties and public improvements are 
properly kept, they will contain approximately correct 
statements of their value in use as determined either 
by their original cost or the cost of their replacement, 
less depreciation. When, however, these accounts are 
improperly kept, they do not contain correct state
ments, and for that reason lose much of their account
ing and administrative importance and can not be 
taken as a basis for a correct judgment concerning the 
financial condition of governments or the results of 
governmental methods of constructing and financing 
improvements. 

Few cities have any trustworthy records of the cost 
or present valus of their properties; a still smaller num
ber have any intelligible or trustworthy accounts of 
the original cost of their public improvements or any 
data for estimating the present cost of replacing 

them, and few prepare any trustworthy estimates of 
the probable amount to be realized from their uncol
lected revenues. Some improvement has been made, 
however, in this branch of accounting during the last 
few years. Of the factors bringing about this im
provement, one of the most potent has been the re
peated attempts made by the Bureau of the Census 
to secure correct information with reference to the 
value of governmental properties and public improve
ments. As a result of the progress made in this field 
of accounting, the Bureau has been able each year to 
make its statistics of the value of governmental prop
erties and public improvements more trustworthy than 
those of any previous year, although even now they 
are confessedly far from perfect. Statistics of uncol
lected revenue have not, however, been included in 
the report for any year, since the data obtained with 
reference to this class of municipal assets have not been 
deemed sufficiently trustworthy to warrant publica
tion, and this extension of Census statistics of assets, 
properties, and public improvements is therefore de
ferred until approximately correct statements of these 
values shall have been prepared by the cities. 

Liabilities in private and governmental accounts.—The 
first financial statements in balance-sheet form in 
which the word "assets" was the heading for one side 
had the word " liabilities " as the heading for the other. 
These were statements for the estates of deceased per
sons, as has already been explained* In them the 
word " liabilities" had the meaning which the courts 
in that day assigned to it, and which they continue to 
give to it. The word acquired no new meaning 
when it was later used in the balance sheets of living 
persons as well as in those for the estates of deceased 
persons; but with the adjustment of accounts and bal
ance sheets to the needs of modern corporations, the 
word "liabilities" has become, in the practice of some 
accountants, a common designation of the debts of 
and claims against the corporation and also of its 
capital stock and surplus. 

In his work, "The Philosophy of Accounts," Mr. 
Charles E. Sprague objects to this usage, since it con
founds the rights or interests of creditors with those 
of the proprietors of an enterprise. The difference be
tween these rights and interests are stated by Mr. 
Sprague in the following words: 

1. The rights of the proprietor involve dominion over the assets 
and power to use them as he pleases, even to alienating them; while 
the creditor can not interfere with him or them except in extraor
dinary circumstances. 

2. The right of the creditor is limited to a definite sum which 
does not shrink when the assets shrink, while that of the proprietor 
is of an elastic value. 

3. Losses, expenses, and shrinkage fall upon the proprietor alone, 
and profits, revenue, and increase of value benefit him alone; not 
his creditors. 

By reason of these differences, liabilities in accounts 
I should be fully differentiated from proprietary rights, 
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44 FINANCIAL STATISTICS OF CITIES. 
as is done in the definitions of the two terms which 
follow, and in the accompanying suggested form for a 
municipal balance sheet. 

The Oxford Dictionary defines liability as "the con
dition of being liable or answerable by law or equity," 
and as "that for which one is liable, especially pi, the 
debts or pecuniary obligations of a person or com
pany." These definitions are condensed statements 
of a large number of definitions embodied in American 
and British court decisions, according to which Zio-
biUties in accounts are the amounts of money and other 
property and services, expressed in terms of money, for 
which persons, corporations, and governments are 
liable or answerable by law or equity. 

Debts or debt liabilities.—In the accounts of private 
individuals and corporations, and also in those of gov
ernments, the most important items listed in balance 
sheets under the term liabilities are debts or debt lia
bilities. The Oxford Dictionary defines debt as "that 
which is owed or due; anything (as money, goods, or 
services) which one person is under obligation to pay 
or render another; a sum of money or material thing." 
The debts of private individuals, corporations, and 
governments are separable into those called contract 
and fiduciary, according as they are founded on or 
arise from simple contract, or from some trust or con
fidence imposed upon the debtor. The greater portion 
of debts arise from contract and call for no special 
explanation or discussion in this connection. The 
character of those created by assuming trusts can 
best be stated by first defining trusts and their prin
cipal classes. 

Trusts are the obligations to hold, use, or expend 
money or wealth in the interest of specified persons, 
or for specified purposes or objects, and may be 
grouped into two general classes: (1) Obligations or 
responsibilities which are strictly trusts in the legal 
sense, of the word, and (2) obligations or responsibili
ties in the nature of trusts which involve the relation 
of agent and principal, such as those arising in the 
case of a city acting as agent for the state or other 
civil division. The trusts belonging to the first class 
are of two kinds, private and public. 

Private trusts are those which concern individuals 
and families and are limited in duration. They are 
obligations and responsibilities to hold or use specified 
amounts of money or other wealth in the interest of 
specified individuals, or to expend such wealth in their 
interest or at their behest, or in accordance with the 
specified conditions of the trust. 

Public or charitable trusts are those which are estab
lished for the benefit of the public at large or of 
some designated portion of the public, such as the 
young, the poor, or the insane. These trusts are ob
ligations to expend specified amounts of money or 
other wealth for specified objects or purposes, or re
sponsibilities for holding the same in the interest of 
such objects and purposes. 

All public or charitable trusts assumed by private 
individuals and corporations, and all quasi trusts as
sumed by them when acting as agent, create fiduciary 
debts which are scheduled as such in balance sheets. 
It is otherwise with municipal and other governments. 
The only municipal trusts that give rise to fiduciary 
debts are private trusts, the quasi trusts arising from 
agency transactions, and a class of public trusts to 
which the Bureau of the Census gives the designation 
public trusts for nonmunicipal uses, or public trusts 
for objects and purposes for wliich the municipality 
has no authority to make appropriations. Other 
public trusts assumed by municipalities, as those for 
objects and purposes for wliich the municipality has 
authority to make appropriations, are hero called 
public trusts for municipal uses. The obligations 
created by accepting these trusts are shown on bal
ance sheets after the title "Reserves"; the definition 
of which is given later under "Municipal proprietary 
interests." 

Municipal debts or debt liabilities.—Municipal debts 
or debt liabilities, or the debts or debt liabilities re
corded in the accounts of cities and other municipali
ties and summarized in their balance sheets, are the 
amounts of money or of property and services ex
pressed in terms of money, whioh the municipalities 
owe, or are under obligations to pay, deliver, or render. 
They include, in addition to the debts arising from 
contracts, the fiduciary debts above described. 

Municipal debts may be evidenced by written instru
ments such as those called bonds, certificates of in
debtedness, mortgages, notes payable, warrants paya
ble, audits payable, or by decrees of courts called judg
ments. Further, some municipal debts, like private 
debts, are represented by accounts without tho issue 
of any formal instrument acknowledging tho indebt
edness. The terms bonds and certificates of indebted
ness are generally applied to all written instruments 
evidencing municipal liabilities given under the seal 
of the city or other municipality issuing tho same. 
These instruments are generally given specific names 
when the money for redeeming them is to be obtained 
from certain specified sources. Thus bonds and cer
tificates of indebtedness to be redeemed from tho pro
ceeds of special assessments are called special assess
ment bonds or special assessment certificates; and in
struments given as evidence of debts to be paid from 
the current tax levy are called revenue bonds, anticipa
tion tax bonds, anticipation tax warrants, warrants, and 
kindred designations. Instruments evidencing munic
ipal indebtedness less formal than those mentioned 
above are called notes payable, warrants payable, and 
audits payable. Liabilities recorded only in books of 
accounts are called accounts payable, and those evi
denced by the decision of courts are called judgments. 

The debts or debt liabilities of municipalities may 
be classified in many ways, and thus given many spe
cific designations. Classified with reference to cred-
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ACCOUNTING TI 
itors, they are here called actual and nominal debts or 
debt liabilities; classified according to the provisions 
made for meeting them, they are called current, fixed, 
and floating liabilities; and classified according to the 
time when due and payable, they are called due and 
demand debt liabilities, debt liabilities not due, and 
unadjusted debt liabilities or claims. 

The actual debts or debt liabilities of municipalities 
are the amounts of money or of property, or services 
expressed in terms of money, which cities and other 
municipalities are under obligation to pay or render 
to private persons and corporations and to other civil 
divisions; while the nominal debts or debt liabilities of 
municipalities are the amounts which (1) cities and 
other municipalities owe to their funds, departments, 
or enterprises, or which one of their funds, departments, 
or enterprises owes or is under obligation to pay to 
another; (2) debts and debt liabilities which under 
specified circumstances or subject to specified condi
tions municipalities may be called upon to pay, deliver, 
or render in the future, but for the payment, delivery, 
or rendering of which there are no present obligations; 
and (3) other debts or debt liabilities of municipalities 
represented by credit entries in liability accounts that 
are balanced by identical debit entries in asset and 
other accounts. The nominal liabilities of munici
palities which do not represent amounts which are 
present obligations to pay or render, but which under 
certain circumstances may become such obligations, 
are generally called contingent debts or contingent debt 
liabilities. 

The current debts or current debt liabilities of munici
palities are the debts or debt liabilities of cities and 
other municipalities for the payment or redemption of 
which provision is fully made by cash on hand, by 
revenues (including special assessments) levied but 
uncollected, or by other current assets provided and 
appropriated for the specific purpose of their payment 
or redemption. The current liabilities of cities and 
other municipalities are readily separable into those 
evidenced by special assessment certificates, revenue 
bonds, warrants, and similar instruments, and the 
fiduciary debts arising from the acceptance of private 
trusts for nonmunicipal uses and from acting as agent 
for other civil divisions. 

The current debts evidenced by special assessment 
certificates are those which will be redeemed from the 
proceeds of special assessments that have been levied 
and collected or are to be collected. The current 
debts evidenced by revenue bonds and by warrants and 
accounts payable are those which will be redeemed 
from the proceeds of the general property taxes 
already levied, or from cash or other assets in the city 
treasuries; and the current fiduciary debts are those 
arising from the acceptance of private trusts and pub
lic trusts for nonmunicipal uses, and those arising from 
acting as agent, for meeting which the city has cash in 
the treasury. 

5RMINOLOGY. 45 
The fixed or funded debts of municipalities are those 

debts or debt liabilities of cities that are evidenced by 
bonds or certificates of indebtedness which have a num
ber of years to run, or upon which interest is to be 
paid in perpetuity, but for the amortization of which 
no assets other than those of sinking funds have been 
specifically provided or appropriated. Governments 
at one time applied the term "funded debts" to only 
those of their debts for whose amortization sinking 
fund provisions had been made; but at the present 
the term is used more or less interchangeably with 
"fixed debts " in speaking of the debts evidenced by the 
long-term bonds and certificates of indebtedness spe
cifically mentioned above. 

The floating debts or floating debt liabilities of munici
palities are those debts or debt obligations of cities 
and other municipalities for the payment of which 
there is no cash in the treasury, or other assets spe
cifically provided and available for meeting them when 
due. Under this heading the Bureau of the Census has 
tabulated for this report (1) all debts evidenced by 
special assessment certificates, revenue bonds, war
rants, and accounts payable that have been incurred in 
excess of the amounts received or receivable on account 
of the levies or special assessments and general prop* 
erty taxes provided for redeeming them; (2) all judg
ments outstanding; (3) all indebtedness to public trust 
funds not evidenced by formal bonds or certificates of 
indebtedness; (4) all mortgages; (5) all liabilities grow
ing out of the relation of agent and principal or the 
acceptance of private trusts where no assets to meet 
them are in the treasury; and (6) all debts or debt 
liabilities which have a number of years to run and 
which are not evidenced by bonds or certificates of 
indebtedness. 

Gross and net debts.—The term gross debt or gross 
indebtedness is employed in this report as the designa
tion of the aggregate of all outstanding debt obliga
tions, including current, funded, and floating in
debtedness; and the term net debt or net indebtedness 
is used as the designation of the gross debt less the 
assets specifically appropriated for meeting them. 
The amount of that indebtedness shown for the indi
vidual cities included in this report is computed in 
each case by subtracting the sinking-fund assets from 
the total funded and floating debt, it being assumed 
that the current debt is balanced by the current assets. 
This method of computing net debt or net indebtedness 
secures only approximately correct statements, owing 
to the fact that the current assets axe not always 
identical with current debts; but until cities generally 
provide more accurate statements of the value of such 
current assets as uncollected taxes and uncollected 
special assessments, no more accurate or comparable 
figures of net indebtedness are practicable for all 
cities. 

Proprietary interests in private accounts.—The term 
"proprietary interests" is the designation here used 
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[STICS OF CITIES. 46 FINANCIAL STAT] 
in referring to the amount of money or other wealth I 
which the proprietor or proprietors of a private busi
ness have invested in that business. Its amount in 
any case is always the difference between the assets 
and the liabilities of the business. In accounts these 
proprietary interests or property rights of the proprie
tors are represented by credit balances, the same as 
are the liabilities, and in the case of corporations are 
readily separable into two classes—those which are 
recorded in the accounts with capital stock, repre
senting the original investments of the stockholders, 
and those which are recorded in the accounts with the 
so-called surplus, which represents the undivided 
profits or earnings of the business. The difference 
between the interests or rights of the proprietors repre
sented by credit balances in one group of accounts, 
and the claims of creditors or liabilities that are repre
sented by credit entries in another set of accounts 
have been set forth on page 43 in the quotation from 
Sprague's "The Philosophy of Accounts." 

Municipal proprietary interests.—The term "munici
pal proprietary interests" is the designation here 
applied to the excess of the value of municipal assets, 
properties, and public improvements over the amount 
of municipal liabilities. These interests are the net I 
contributions of the citizens, or the general public, 
toward acquiring or constructing such assets, proper
ties, and public improvements, and may with equal 
propriety be spoken of as municipal revenue accumu
lations. They are of four distinct classes: (1) Those 
that are held subject to the conditions of public trusts 
for municipal uses; (2) those which are held subject to 
the terms of appropriation acts for expenditure for 
specific purposes; (3) those which are held subject to 
future contingencies, including those for depreciation j 
and fire losses; and (4) all others. The classes num
bered (1), (2), and (3) are called reserves to distinguish 
them from liabilities or claims of creditors on the one 
side and from the free or unreserved proprietary interests 
represented by class (4). The reserves should be 
given specific names descriptive of the object or pur
pose of the reservation; those referred to under (1) 
being given the general designation reserves for public 
trusts, and those referred to under (2) appropriation 
reserves, and those referred to under (3) reserves for 
contingencies. 

It should be noted in this connection that some of 
the ledger accounts of municipalities, like those of 
private individuals and corporations, carry credit bal
ances that do not represent any actual proprietary 
interests, but are offsets to the other balances in asset 
accounts. Considered as proprietary interests, the 
credit balances of these accounts are here spoken of as 
nominal municipal proprietary interests to distinguish 
them from the actual municipal proprietary interests, 
or the excess of actual assets over actual liabilities. 
It is better, however, to consider these not as actual | 

or nominal proprietary interests, but to give them a 
name descriptive of their actual character. Desig
nated in this manner they are here most frequently 
referred to as offsets to assets. 

Balance sheets in private business.—The term "bal
ance sheet" is quite generally used by accountants in 
private business as the designation of a statement 
compiled from the books of a solvent concern which 
have been kept by double entry, showing on the one 
side the assets and on the other the liabilities and pro
prietary interests of the concern at a particular moment 
of time. As stated by* lisle in his "Accounting in 
Theory and Practice," "It is prepared for the purpose 
of showing the financial condition of the concern at a 
particular moment of time and should be so classified 
and arranged as to give the clearest and fullest idea of 
the financial condition of the concern." In arranging 
the balance sheet all nominal assets and liabilities 
should either be separately shown in a supplementary 
statement or, if given in the balance sheet proper, 
should be so designated that their character will bo 
readily perceived. Offsets to assets shown by credit 
balances in proprietary interest accounts should be 
shown on the balance sheet on the side of assets as 
deductions from the value of the assets to which they 
relate and not given on the side of proprietary inter
ests and liabilities. 

In arranging balance sheets American and Scotch 
accountants place the assets on the left-hand side and 
the liabilities and proprietary interests on the right, 
while the English accountants place the assets on the 
right-hand side of the sheet. 

A special form of balance sheet known as " the double 
account form" is used by many corporations, such as 
railways, in presenting a statement of their financial 
condition. This form is prescribed in Great Britain for 
companies, such as railways, formed to undertake pub
lic works under sanction of acts of Parliament. Its dis
tinct characteristic is that since the money authorized 
to be spent is provided for a specific purpose, such as 
the construction of a railway, the fixed assets and the 
fixed liabilities and proprietary interests are separated 
from the current assets and current liabilities and cur
rent proprietary interests of the concern, the fixed 
assets, liabilities, and capital stock being kept in an 
account and shown in a statement called "receipts 
and expenditures on capital account," and the other 
assets, liabilities, and proprietary interests forming a 
"general balance sheet" of the concern. The excess 
of the so-called capital receipts over the amount ex
pended for the fixed assets shows the amount of those 
receipts which have been applied to the specific pur
pose for which they were secured and are still available; 
while any excess of expenditures for fixed assets over 
capital receipts measures the floating debt of the so-
called capital account. The balance of the capital 
account is carried to the general balance sheet and 
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ACCOUNTING TERMINOLOGY, 47 
represents either the indebtedness of capital to rev- I 
enue or that of revenue to capital. Several modifica
tions of the double account form of balance sheet are 
employed by municipalities, of which mention is made 
in later paragraphs. 

Municipal balance sheets.—Owing to the fact that 
hitherto the Bureau of the Census has been unable, 
as previously noted, to secure any trustworthy statis
tics of the value of all municipal assets, properties, 
and public improvements, it' makes no attempt to 
present complete balance-sheet summaries for the 
cities covered by this report. The fullest possible 
statements of the value of actual assets other than 
uncollected taxes and special assessments, and of the | 
properties, public improvements, and investments of i 
the cities, and of their actual liabilities are presented, 
however, and no comparative statement of assets, 
properties, public improvements, liabilities, and pro
prietary interests for all cities will be prepared by the 
Bureau of the Census until such time as reliable data 
can be obtained for at least a majority of the cities 
concerned. 

At the present time a number of cities annually 
prepare what they call balance sheets, some of which 
are complete statements of assets, liabilities, and pro
prietary interests, while others are only partial state
ments in a balance-sheet form of assets, liabilities, 
and proprietary interests. Some are arranged in a 
single division, and others in two or more divisions. 
Of the latter class of balance sheets some embody a 
few of the characteristics of the double-form balance 
sheet of corporations, and still others present separate 
exhibits of tho condition of the various administrative 
funds or accounts of tho city. Tho designation munici
pal balance sheet is used in this report only in referring 
to a complete statement of the financial condition of 
a municipality which is embodied in a single division. 
Other statements of municipal financial condition are 
given specified descriptive names, some of which are 
set forth in the paragraphs which follow. 

Current municipal balance sheets.—Of the various 
statements of financial condition in balance-sheet 
form that are being used by American cities, none are 
of greater administrative value or popular interest 
than a statement of current assets and current and 
floating liabilities, appropriation reserves, and surplus, 
constituting what is here called a current municipal 
balance sheet, corresponding in some respects to that 
division of the commercial double-form balance sheet 
to which most accountants give the designation "gen
eral balance sheet.'1 It differs from that sheet, how
ever, since the current revenue accumulations or pro
prietary interests of the city are derived from its cur
rent operation, and the current section of the municipal 
balance sheet must be closed into other divisions in
stead of the reverse, as in the case of the double-form 
private balance sheet. In a properly prepared 
municipal summary, such as is here described, there 

should be shown on the right-hand side a detailed 
statement of the city's current debts, including those 
which arise from contracts and private trusts, and 
public trusts for nonmunicipal uses, so arranged as to 
exhibit (1) the outstanding warrants, judgments, and 
other due and demand debt liabilities to be met from 
general revenues; (2) fiduciary debts that constitute 
due and demand liabilities to be met from the assets 
received when the liabilities were created or assumed; 
(3) claims awaiting audit that will probably become 
due and demand liabilities within the next few days; 
and (4) other current and floating debts arranged in 
the order in which they become due, and with refer
ence to the assets from which they are to be paid. 

On the same side should be shown after the liabili
ties a detailed exhibit of the proprietary interests, or 
the excess of current assets over the current liabilities. 
This should be so arranged as to show (1) the reserves 
for meeting current appropriations (a) from general 
revenues, (6) those to be met from income of public 
trust funds, and (c) those to be met from cash in the 
treasury derived from issue of debt obligations; and 
(2) the current surplus, or the excess of assets over lia
bilities and appropriations that is available for future 
appropriations, if such excess exists. 

The assets should be given in detail on the left-hand 
side of the summary, and arranged in an order that 
corresponds in a general way with the order of the 
liabilities, and one which will most readily show the 
relation of the various classes of liabilities and reserves 
and the assets available or provided for meeting the 
same. For a city in which the assets are less than 
the liabilities and reserves, there will be a balancing 
account on the left-hand side of the balance sheet 
showing the excess of the liabilities and reserves over 
the assets, which is here referred to as current deficit 
The current surplus of such a sheet shows, if correct 
in its statement of assets and liabilities, the amount 
of unappropriated resources, or resources that are 
available for future appropriations; and the current 
deficit, if one exists, shows the actual floating debt of 
the municipality, or the current liabilities for the 
amortization of which no assets are in the treasury or 
have been provided. 

General municipal balance sheets.—The term "gen
eral municipal balance sheet" is here applied to a sec
ond section of the double-account form of the munici
pal balance sheet which shows on the left-hand side 
(1) the surplus assets, if such there be, recorded on 
the current balance sheet; (2) the assets of sinking 
funds accumulated for the amortization of fixed debt; 
(3) the assets of public trust funds for municipal and 
nonmunicipal uses; (4) the assets of other funds with 
permanent investments; and (5) real and other prop
erty held for investment purposes but not constitut
ing assets of funds. On the same side of the balance 
sheet should be shown the value of the property and 
public improvements of the municipality. 
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48 FINANCIAL STATISTICS OF CITIES. 
On the right-hand side of the same sheet or state

ment, there should be included under the general title 
"Liabilities" (1) the deficit, if such there be, shown 
on the current balance sheet; (2) the fixed debts of 
the municipality; and (3) the liabilities of the munici
pality by reason of public trust funds for nonmunici-
pal uses. 

On the same side of the sheet should be given under 
the heading "Proprietary interests" or "Revenue ac
cumulations" (1) the reserves of the municipality by 
reason of public trust funds for municipal uses; (2) 
the reserves by reason of sinking fund provisions; (3) 
contingent reserves of the municipality for fire insur
ance, depreciation, and kindred purposes; and (4) the 
free or unreserved proprietary interests of the munici
pality, or the excess of the value of the assets over the 
liabilities or reserves of the municipality. In stating 
the reserves on account of public trusts, they should 
not only be segregated so as to show the reserves for 
each class of trusts, but also so as to show the reserva
tions by reason of the assets for public trust funds, 
and those which are represented by the value of the 
properties which have been received by donation for 
specified purposes. In presenting a statement of con* 
tingent reserves, care should be taken to eliminate all 
such nominal reserves as those represented by offsets 
to assets by reason of depreciation already experi
enced and losses already suffered but not adjusted. 
These offsets expressed by estimates should be shown, 
as previously stated, on the side of assets and property 
as deductions from the reported book value of such 
assets and properties. 

Some cities in making a general balance sheet such 
as is here described, or a single-form balance sheet, 
have given to the free or unreserved proprietary in
terests as above described the designation "surplus." 
Those interests which represent the excess of assets 
and properties and public improvements over liabili
ties and reserves are not a surplus in any such sense 
as the term is used in corporation accounting, or in 
the accounts of a private individual or firm. It is 
not an undivided profit or excess of proprietary in
terests over original investments as is the surplus of 
a commercial enterprise. It represents the total free 
proprietary interests of the citizens and general pub
lic in the property assets and public improvements of 
the city, and should be given some such designation 
as that used above that indicates its character or the 
sources from which it has been derived. Taking ac
count of the character of the excess, it can best be 
spoken of by the term above used, "municipal propri
etary interests;" while if it is desirable to take ac
count of the fact that an excess of assets represents 
an accumulation of revenues not used for expenses or 
interest, that excess has been here designated "reve
nue accumulations." But whichever point of view is 

adopted, no balance sheet should fail to present this 
excess so designated that its true relation to the busi
ness of the municipality may be evident. 

Consolidated lalance sheets.—A number of cities have 
introduced modifications of the double-form municipal 
balance sheet described above, under the titles " Current 
municipalbalancosheets" and "General municipal bal
ance sheets." They are sheets that are arranged in a 
number of sections, one of which contains the totals 
of the various items in the other sections. Each sec
tion other than the total contains a statement of the 
assets, properties, public improvements, liabilities, re
serves, and free proprietary interests of one of the 
administrative funds or accounts of the city. The city 
of Philadelphia makes use of a very commendable 
balance sheet of this type arranged under the four sub
heads: (1) General account; (2) permanent funds, 
properties, and improvements; (3) sinking fund; and 
(4) special and trust accounts. 

The same general rules should be observed in making 
use of balance sheet statements of tliis class that have 
been set forth at length in the paragraphs immediately 
preceding this. 

Comparative value of different summaries.—The value 
of the various summaries of the condition or results of 
the financial business of a city depends upon the accu
racy with which the values of the current assets, prop
erties, and public improvements are set forth and the 
fidelity with which the debts and reserves are classified 
and exhibited. At the present time the greater num
ber of the statements presented by cities in their re
ports are more or less misleading and defective, be
cause they overstate the amount to be realized from 
taxes levied but uncollected, and because the stated 
value of permanent properties and public improve
ments is more or less incorrect due to lack of data 
pertaining to their original cost and failure to take 
account of depreciation. Such defects bring large 
factors of error into the summaries of revenues, 
expenses, and interest, and the summaries of reve
nues and costs of government. At the present time 
these factors of error are greater than the differ
ence between the revenue collections and the true 
revenue accruals of the average city for the average 
year, or that between the average warrant expenditures 
and the accrued expenditures of the same city. Hence, 
though governmental summaries of accrued revenues 
and expenditures form theoretically a better index of 
conditions and results than summaries of cash receipts 
and warrant expenditures, their general adoption and 
use will depend much more upon the development of 
plans and methods for giving correct estimates of the 
amounts to be realized from uncollected taxes and 
making proper estimates for depreciation, so as to 
eliminate the present factors of error than upon their 
theoretical superiority. 
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28 FINANCIAL STATISTICS OF CITIES. 

which still retain their earlier systems of accounts 
have introduced classifications of revenues and ex
penses which approximate those of other cities. To 
the extent that such a uniform classification has been 
introduced the difficulties in the way of compiling 
comparable financial statistics of cities have decreased, 
and the utility of the census reports and of other 
similar reports has increased. 

The difficulties will not, however, be entirely 
removed until the remaining cities have adopted 
similar systems of accounting. Realizing that with 
such a variety of systems to choose from the average 
conscientious city official, even though desirous of 
bringing his accounts into conformity with those of 
other cities, must experience difficulty in determining-
by what system of accounts ho can secure the greatest 
assistance in his own duties and responsibilities, the 
Bureau of the Census recommends that each city 
installing a new system of accounts should include in 
its report a concise and complete statement of the 
administrative gains obtained by the system adopted. 
The publication of such statements relating to ac
counts, set forth by those friendly to each new system, 
and the later discussion of the same, will help to clarify 
the situation by disclosing the actual helpfulness of the 
various schemes adopted and of the various accounting 
forms introduced. 

The value of uniform accounting terminology in lessen
ing difficulties—The cstablislunont of state bureaus or 
offices with power to enforce tho uso of uniform 
accounting and correct business methods has been 
the most important single agency at work in recent 
years for securing better municipal administration 
and increasing tho efficiency of local government-
The Bureau of the Census can never bocomo such an 
agent for tho improvement of governmental admin* 

Istration as these state bureaus and .offices are, but by 
cooperation with them it can aid in tho development 
of accounting principles and terminology and in tho 
standardization of municipal accounts and reports. 

Realizing the value of a standard and uniform 
accounting and financial terminology as a basis for 
standard or uniform municipal accounts and com* 
parable statistics of finance, the Bureau of the Census,, 
some years ago, made a study of tho more important 
terms used in governmental business. Tho results of 
that study have been published in earlier volumes 
of reports on the financial statistics of cities having 
a population of over 30,000. Tho definitions which 
were presented in those volumes have been discussed 
by accountants and city officials and have been 
revised from time to timo. Some of those presented 
previously, with a few additional ones, aro hero given 
under the heading "Accounting terminology.1' 

ACCOUNTING TERMINOLOGY. 

ACCOUNTS AND ACCOUNTING. 

Accounts.—Accounts are systematic statements of 
financial facts of identical or opposite character, so 
arranged as readily to provide summaries or balances 
of the same. 

Accounting.—Accounting is the art of analyzing, 
classifying, recording, summarizing, and interpreting 
facts relating to the acquisition, production, transfer, 
and ownership of articles of wealth or value. Its 
function or purpose is xeadily to provide, from the 
accounts of a business, accurate and complete state
ments of the financial results of its operation for any 
given period and of its financial state or condition at 
any given time, and to furnish all other information 
which accounts can supply for its systematic and 
successful administration. 

Municipal accounting.—Municipal accounting is the 
application or adaptation of the general principles and 
methods of accounting to the administrative require
ments of cities and other municipalities. Municipal 
accounting differs from private accounting with ref
erence to the subjects concerning which it provides 
detailed information, the chief differences being (1) 
those which are caused by the special limitations placed 
upon the administrative action of municipal executive 
officers by the terms of appropriation acts and other 
legislation, and (2) those which are caused by the 

different purposes for which municipalities aro main
tained and private enterprises are operated. 

By reason of the limitations referred to in (1) mu
nicipal accounting must provide detailed information, 
not necessary in tho case of private accounting, show
ing that the expenditures have been and aro being 
made in accordance with the limitations imposed by 
legislative authority. Again, municipalities being 
maintained to provide their proprietors, or the urban 
communities to which they relate, at community ex
pense with certain services and with public facilities, 
conveniences, and funds required for rendering those 
services, while private enterprises are operated to earn 
for their proprietors and stockholders income or profit, 
municipal accounting must show how municipalities 
have expended money for municipal purposes, and how 
they have obtained the same, and private accounting 
must demonstrate how much income or profit has beca 
earned, and what disposition of it has been made. 

The differences above noted in tho subjects with ref
erence to which municipal and private accounting 
must provide information should not, however, conceal 
or obscure the fact stated in the definition of municipal 
accounting that the principles and methods of munic
ipal and private accounting are identical, and that 
there is as much necessity for applying these principles 
and making use of these methods in the one case as fat 
the other, since municipal business may be adminis-
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tered with economy or wastefulness, or with efficiency 
or inefficiency, and may result in an increase or de
crease in the interests of its proprietors, the same as in 
the case of private business. Under such circum
stances municipal accounting, in addition to showing 
how expenditures have been made in accordance with 
the terms of appropriation acts and other legislation, 
should (a) demonstrate the extent to which municipal 
proprietary interests have increased or decreased; (6) 
set forth the methods of financing all acquisitions or 
constructions of municipal properties and public im
provements, and all accumulations of municipal funds; 
(c) aid those in responsible places in formulating intel
ligent programs for the future conduct of municipal 
business; and (d) assist in securing economy, fostering 
■efficiency, and applying wisdom in the administration 
of such programs. 

Classification of financial data.—The financial data 
recorded in city accounts, like those entered in private 
records, are readily separable into two principal classes: 
(1) Those from which may be prepared summaries of 
municipal financial transactions, or statements of the 
outcome or results of these transactions for specified 
periods of time called "fiscal periods;" and (2) those 
-which, when summarized, will constitute statements 
of municipal financial condition at specified times, as 
a t the beginning and close of a given fiscal period. 

The segregation of the data recorded in municipal 
accounts' into the two general classes noted above is 
necessary with reference to all subjects concerning 
which information is desired. To secure that segre
gation in all cases an accounting terminology must be 
adopted, with each term so defined as fully to differ
entiate the data of the two classes and to show their 
relation to the subjects of information, which are spe
cifically required in municipal accounting as compared 
with those needed in private accounting. Such a ter
minology, with definitions, is presented on the pages 
which follow. In- its presentation first consideration 
is given to the terms required for use in the preparation 
of accurate and complete summaries of the municipal 
business transactions authorized by appropriation acts 
and other legislation. 

MUNICIPAL FINANCIAL PROGRAMS AND BUDGETS. 

Municipal financial programs.—The authority of 
.the executive officers of municipalities to raise and 
expend money for municipal purposes is granted by 
the legislative branch of their governments, and is 
embodied in appropriation acts or ordinances and in 
general statutes and ordinances with reference to the 
raising of public money and the use or application of 
the same. The aggregate of the authorizations thus 
granted or made applicable for a given city for a 
-specified year constitutes its municipal financial 
program for that year. 

Municipal budgets.—A municipal budget is a 
;formal statement of the financial program or plan of 

a municipality for a fiscal period, comprising a state
ment of authorized municipal expenditures for that 
period correlated with the estimated revenues and 
other resources for meeting them. 

To be of greatest administrative assistance a munic
ipal budget should be a final and complete statement 
of the character described. As a matter of fact, the 
so-called budgets in American cities in but few cases 
are final, and in fewer instances are complete state
ments of authorizations. As enacted they generally 
require transfers of authorizations from the original 
to other objects of appropriation, so that the original 
budget gives but an imperfect picture of the final 
authorizations with reference to public expenditures. 
The average city budget is also incomplete by reason 
of the fact that it includes authorizations for only 
those "expenditures that are to be met from ordinary 
revenues, and thus contains no authorizations for those 
that are to be met from the sinking, public trust, and 
other special funds, or from special assessments, 
special assessment certificates, or long-term bond 
issues. I t is further incomplete in that it contains no 
statement of the revenues of the special funds last 
mentioned or of the revenues or other resources 
authorized to meet the expenditures last referred to. 
Recognizing that budgets thus prepared are incom
plete and that complete budgets should be provided 
in all cities for the information and guidance of citi
zens, the National Association of Comptrollers and 
Accounting Officers, at its meeting held in Buffalo 
June 7, 1912, recommended that cities whose gov
ernmental costs are met from ordinary revenues, spe
cial assessments, and the proceeds of bond issues, should 
prepare their budgets in three sections. These sec
tions should show, respectively, the expenditures that 
are authorized to be met from (1) ordinary revenues, 
(2) special assessments and special assessment certifi
cates, and (3) long-term debt obligations other than 
special assessment certificates. With budgets thus 
prepared the citizens of a given city will be provided 
each year with a complete and final statement of its 
financial program for that year. If, in addition to 
such budgets, summaries of the results or outcome of 
business are similarly prepared at the close of the 
year, the citizens will have the data from which to 
form intelligent judgments concerning past and pro
posed expenditures and methods employed or recom
mended for financing them. 
MUNICIPAL APPROPRIATION ENCUMBRANCES, EXPEND

ITURES, REVENUES, AND BORROWINGS. 

Municipal appropriation encmribrances.—The term 
/'municipal appropriation encumbrances" is a desig
nation very generally used by American city officials 
in speaking of the contingent liabilities represented by 
contracts entered into and orders made by those offi
cials in accordance with the authorizations of the 
budgets, but which have not become demand liabilities 
by the completion of the services or the delivery of the 
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30 FINANCIAL STATISTICS OF CITIES. 

materials contracted or ordered. The difference 
between the appropriation for a given purpose in a 
given year and the sum of the expenditures made and 
appropriation encumbrances authorized for that pur
pose constitutes the unencumbered balance of that 
appropriation. 

Municipal expenditures.—The term "municipal 
expenditures" is used in this report as a generic 
designation of all the costs and losses of municipalities 
for the maintenance of their governments and their 

" payments and other disposition of money for govern
mental purposes. 

Municipal expenditures are to be differentiated from 
municipal appropriation encumbrances, since they 
represent the value of services rendered the city, or 
the value of the materials or other forms of wealth 
furnished to or lost by the city, while the encum
brances represent those contracted for or ordered but 
which have not been rendered or furnished. If a 
municipality has not disbursed money in final settle
ment or payment of its expenditures, these expendi
tures have created obligations against the city in the 
nature of demand liabilities, while its obligations by 
reason of appropriation encumbrances constitute con
tingent liabilities and become demand liabilities only 
when, by the completion of the contracts or the fur
nishing of the materials, the encumbrances become 
expenditures. (For a statement of the difference 
between "municipal expenditures" and "municipal 
expenses," see later paragraphs under the title "Mu
nicipal expenses.") 

Municipal expenditures may be classified with refer
ence to many bases and the classes given many descrip
tive designations of great significance in accounting. 
When classified with reference to the purpose of expen
diture they are here called expenditures for govern
mental costs or simply governmental costs, expendi
tures for amortization of debts, and expenditures for 
accumulation of special funds. When classified with 
reference to the authorizations of appropriation acts 
they are here referred to as budget expenditures and 
nonbudget expenditures. Statements of the character 
of these and of many subordinate classes of municipal 
expenditures are given in the definitions which follow: 

Municipal governmental costs.—The term "expendi
tures for municipal governmental costs," or, more 
briefly, "municipal governmental costs" is employed 
in this report as a generic designation of the expendi
tures, or costs or losses, of municipalities for (1) provid
ing the urban communities to which they relate with 
the services for rendering which the municipalities are 
organized and maintained, (2) for the use of credit 
capital, and (3) for acquiring or constructing the per
manent properties or public improvements employed 
in providing the services here mentioned. These ex
penditures are readily separable into four principal 
classes, here called expenses, interest, outlays, and 
expense ledger adjustments. The governmental, costs 
of a municipality for a given fiscal year are its expenses, 

interest, outlays, and expense ledger adjustments for 
that year. 

Municipal expenses.—Municipal expenses are tho 
expenditures of municipalities for providing the urban 
communities to which they relate with tho services for 
rendering which they are organized and maintained. 
They are expenditures from which no permanent or 
subsequently convertible values are received. Tho 
most important municipal expenses are (1) tho costs* 
of municipalities for providing the services for which 
their governments are organized and maintained; (2) 
the losses of municipalities by neglect, defalcation, 
and other wrongful acts of employees and by bank 
failures; (3) depreciation or decrease in the value of 
municipal properties and public improvements duo to-
waste, wear, and obsolescence; and (4) all other ex
penditures, other than interest on municipal debts, 
which, like those specifically mentioned in (1), (2), and. 
(3), increase the liabilities of municipalities without 
increasing their assets, or decrease the amount of their 
assets or the value of their properties and public im
provements without also decreasing their liabilities. 
Municipal expenses such as those referred to after (1) 
are hero called municipal budget expenses, since they 
are the only municipal expenses for which provision 
is ordinarily made in tho appropriation acts of Ameri
can municipalities. The expenses of a municipality for 
a given fiscal year are thoso expenses that become 
enforcible claims or that otherwise accrue during that 
year* They include (1) its expenses for personal 
services utilized, materials consumed, and property 
rented during the year; and (2) its expenses due U> 
losses sustained and depreciation suffered during tho 
year* 

Municipal expenses should be fully differentiated 
from municipal expenditures of which they constitute 
only a part, otherwise the term will bo used, as it now 
is in many city reports and in some books on municipal 
accounting, with two or more different meanings, 
including those assigned to the terms "municipal 
expenditures," "municipal expenses," and "municipal 
budget expenses." Such use of this or any other 
accounting term marks the absence of scientific 
methods, and always leads to inaccuracy and vague
ness of statement and should therefore be avoided. 

Classes of expenses referred to in text.—Municipal ex
penses may be classified with reference to many differ
ent bases and the classes given specific designations. 
The most important of the classes employed in the 
descriptive text of this report are expenses of gov
ernmental maintenance, expenses of property mainte-* 
nance, commercial expenses, noncommercial expenses, 
trust expenses, and nontrust expenses. These classes 
are described in the definitions which follow: 

Municipal expenses of governmental maintenance is 
the designation here applied to the costs of maintaining 
municipal governments, protecting person, property, 
and health, providing social necessities, promoting tho 
general economic welfare of the laboring classes, caring 
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for the dependent and defective, restraining and 
punishing the delinquent, bettering social conditions, 
promoting education, research, literature, and art, 
providing for recreation, conducting municipal service 
enterprises, caring for productive properties, managing 
investments, negotiating loans, and performing other 
services and carrying on other activities for which the 
government has authority, together with all judgments 
against and all losses of the city due to the mistakes, 
neglect, defalcation, and other acts of municipal em
ployees, and all municipal losses due to bank failures 
and other causes. 

Municipal expenses of property maintenance is the 
designation here used in speaking of the costs of the 
upkeep of municipal properties and public improve
ments, including the cost of making good by repairs, 
replacements, and otherwise, the depreciation in such 
properties and improvements due to wear, waste, and 
obsolescence. 

Municipal commercial expenses is the designation 
given to (1) the expenses of municipalities for operat
ing and maintaining departments or enterprises, such 
as municipal water-supply systems and gas-supply 
systems, which are organized for the purpose of pro
viding the inhabitants with public utilities or services, 
such as are usually furnished by private corporations, 
and the losses and depreciation incident to such opera
tion and maintenance; and (2) the expenses for the 
management of properties other than assets of sinking 
funds and public trust funds for municipal uses held 
as investments. 

Municipal noncommercial expenses is a term used in 
referring to all expenses of municipalities other than 
those specifically described in the definition of "Mu
nicipal commercial expenses." 

Municipal trust expenses is the descriptive term used 
in referring to commercial and noncommercial ex
penses of municipalities which accrue in administering 
the trusts assumed by them, and in caring for and 
maintaining property left to them in trust for speci
fied purposes and uses. 

Municipal nontrust expenses is the descriptive term 
used in referring to all municipal expenses other than 
those specifically called "Municipal trust expenses." 

Classification of expenses for municipal statistics.— 
In the census statistics of payments for expenses, 
which are the only statistics of municipal expenses 
practicable at the present time for all cities, as has 
i>een explained on page 23 under "Difficulties arising 
from the exclusive use of cash accounts by comptrollers 
and treasurers," expenses are segregated according to 
function into two principal classes, which are tabu
lated under the headings "Expenses of general depart
ments" and "Expenses of public service enterprises." 
The two groups of expenses which result from this clas
sification are further divided and subdivided, one by 
departmental function, and the other by character of 
enterprise, this being the method of classification that 
provides, cities with the data for cost accounting, or 

accounting to determine the economy and efficiency of 
municipal administration. 

Expenses of general departments.—Under this head
ing are tabulated in this report all payments for mu
nicipal expenses other than those for the operation 
and maintenance of public service enterprises. These 
expenses are segregated into ten principal groups ac
cording to departmental function, to which are given 
the general designations of expenses for: I. General 
government. II. Protection to person and property. 
III. Conservation of health. IV. Sanitation, or pro
motion of cleanliness. V. Highways. VI. Charities, 
hospitals, and corrections. VII. Education. VIII. 
Recreation. IX. Miscellaneous. X. General. The 
expenses included in these ten general groups are sub
divided into a number of subordinate groups, each in
cluding all the expenses for a certain general depart
mental purpose, or functional activity, as is shown in 
detail in Table 12, and in the text accompanying the 
same. The reports and accounts of individual cities 
should further classify these expenses so as to show 
the cost of administration, operation, and maintenance 
for each and every distinct functional activity of each 
department of the city government. 

In the statistics of the report, Division VI of ex
penses, that for charities, hospitals, and corrections, in
cludes such expenses for promoting the interests of the 
laboring classes, and for promoting general economic 
welfare, as (1) payments for so-called "Mother's pen
sions;" (2) payments for the relief of sufferers by 
flood, storms, and other calamities; and (3) payments 
for free lunches for school children. The very general 
authorization of expenses such as these in the legisla
tion of the last few years will necessitate an addition 
in the early future of a functional division of expenses 
with the title "Expenses for promotion-of general wel
fare." In such a division would be included the ex
penses above mentioned, as well as those for city plan
ning and for investigating labor conditions, conduct
ing free employment agencies, supporting children's 
aid and humane societies, maintaining tenement house 
commissions, conducting social surveys, making pay
ments for the relief and support of old soldiers and 
sailors, and for kindred purposes, which in this report 
are tabulated in other divisions. 

Expenses of public service enterprises.—Under this 
general title are included the expenses of operating and 
maintaining all such municipal undertakings as water-
supply and gas-supply systems. In Table 15 these 
expenses are tabulated under a number of descriptive 
headings, which are discussed in the text relating 
thereto. 

Municipal interest.—Municipal interest on public 
debts, or municipal interest as it is most frequently 
spoken of in this report, is the cost to municipalities 
for the use of credit capital. In its statistics of pay
ments for interest, which are the only statistics of 
municipal interest contained in this report, municipal 
interest is segregated in two ways: (1) into that which 
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accrues or is paid on funded and floating debts, on spe
cial assessment loans, and on other debts; and (2) that 
which accrues or is paid on debts of the city corpora
tions, school districts, and other divisions of the city 
governments. The debts, the interest on which is 
shown under the heading "Payments for interest on 
other debts," are principally those represented by 
revenue loans, time warrants, and other short-term 
obligations made payable out of current revenue* The 
interest of a municipality for a given fiscal year is that 
which has accrued or become an actual or enforcible 
liability of the municipality during that year. 

Municipal outlays.—Municipal outlays are the costs 
of properties, including land, buildings and equip
ment, and public improvements more or less perma
nent in character, which are acquired or constructed 
by municipalities for use in the exercise of their munici
pal functions or in connection with the business enter
prises undertaken by them. The outlays of a munici
pality for a given fiscal year are the costs of its perma
nent properties and public improvements which by the 
terms of contracts or otherwise have become demand 
liabilities of the municipality during the year. 

In the statistics of governmental cost payments for 
outlays, which are the only statistics of municipal out
lays contained in this report, municipal outlays are 
segregated substantially as has been described above 
for municipal expenses into three principal classes 
with the designations " Outlays for general depart
ments," "Outlays for public service enterprises/' and 
"Outlays for municipal service enterprises," the first 
of these classes being subdivided into ten principal 
groups with specific names, which have been given 
above in the case of expenses, and the two others 
into classes according to the enterprise to which they 
relate. 

Municipal ledger adjustments.—The term " municipal 
ledger adjustments" is one here used in referring to the 
debit and credit entries in municipal ledger accounts 
similar to those kept by railroad corporations to which 
the Interstate Commerce Commission gives'the designa
tion " Profit and loss accounts." They are the entries 
that are required in the case of city accounts kept on 
the basis of accrued revenues and expenditures which 
record (1) the changes in the budget surplus or deficit 
during a fiscal period that have been effected at the 
option of the accounting officers by adjustments not 
properly attributable to the period, and (2) the miscel
laneous losses and gains not classed as expenses or 
revenues. The most important municipal ledger ad
justments are those made (1) to correct the amounts 
erroneously entered in previous years in such expense 
accounts as those for depreciation, losses by defalca
tions, bank failures, and bad debts, and in such revenue 
accounts as those with uncollected taxes and special 
assessments; and (2) to take account of the original sale 
of city debt obligations, or their purchase for cancel
lation, at amounts above or below their face value. If 
comparable statistics are to be secured as between 

different cities using accounts with accrued revonues 
and expenses, all ledger adjustments should bo charged 
to expenses or credited to revenues substantially as is 
demanded by the latest accounting regulations of the 
Interstate Commerce Commission in the accounts of 
railroads. 

Municipal expense ledger adjustments.—Municipal 
expense ledger adjustments include the debit and 
credit entries in ledger balancing accounts that, like 
expenses, represent decreases in municipal assets that 
are not accompanied with decreases in municipal lia
bilities, or represent increases in municipal liabilities 
that are not accompanied with increases in municipal 
assets, or at least are not so shown in the accounts. 
Of these ledger adjustments special attention is here 
called to discounts allowed on original sales of city 
debt obligations, and premiums paid on such obliga
tions purchased for cancellation. If municipal ac
counts were all kept on a scientific basis, the discounts 
on bond sales would be charged to the account of 
future interest accruals during the life of the bonds 
sold, calling for no special adjustment of the balancing 
account. Such accounting with discounts on account 
of city debt obligations sold is not practicable at the 
present time in connection with the financial adminis
tration of our American cities, and hence the discounts 
and premiums here referred to, liko all other ledger 
adjustments, should be debited to the balancing ledger 
account and shown in the city reports under specific 
descriptive designations, if they can not, because of 
popular prejudices, be treated as current expenses. 

Municipal expenditures for amortization of debts.— 
The foregoing term is here used as the designation of 
the payments of municipalities from their general 
treasuries or from sinking funds for the redemption 
or final satisfaction of debt obligations. In budget 
accounts and summaries the term is ordinarily used 
as the exclusive designation of payments made for the 
redemption of bonds and long-term debt obligations 
other than those issued in anticipation of the current 
levies of the general property tax. In the text of this 
report it is used in referring to all payments for the 
redemption of municipal indebtedness, unless other
wise specifically stated. • 

Municipal expenditures for accumulation of special 
funds.—In their budgets most cities make provision 
for increasing the assets of their sinking and public 
trust funds either by payments from the general 
treasury to those funds by the terms of the budgets, 
or by the accumulated earnings of those funds. The 
additions last mentioned are generally authorized by 
general laws, although sometimes specifically stated 
in the appropriation acts. All amounts added to the 
assets of these specified funds by either method above 
mentioned are referred to as municipal expenditures 
for accumulation of special funds. 

Municipal hudget expenditures*—The term municipal 
budget expenditures is here applied in speaking of all 
expenditures authorized by municipal budgets. They 
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seldom include depreciation and kindred expenses that 
are not met by the payment of money or its equiva
lent. Municipal, budget expenditures are here 
arranged in three groups designated as municipal 
revenue expenditures, municipal special assessment 
expenditures, and municipal bond expenditures. 
These classes of expenditures are those described in the 
paragraphs which follow: 

Municipal revenue expenditures or charges are the 
budget expenditures of municipalities that by the 
terms of appropriation acts and other legislation are 
paid or payable from ordinary revenues. The mu
nicipal revenue expenditures of a given fiscal year are 
those which by the terms of municipal budgets are 
paid or payable from ordinary revenues and which 
constitute the expenses, interest, and outlays of that 
year, and the expenditures made during that year for 
the amortization of debts and the accumulation of 
special funds. 

Municipal special assessment expenditures or charges 
are the budget expenditures of municipalities that are 
met from special assessments or from bonds or certifi
cates of indebtedness that are ultimately to be redeemed 
from special assessments. Municipal special assess
ment expenditures for a given fiscal year are the ex
penses, interest, and outlays of the year which are 
met, or are to be met, from special assessments, to
gether with the expenditures during that year for the 
amortization of special assessment certificates and 
bonds and for the accumulation of special funds for 
such amortization. 

'Municipal lond expenditures or charges are the 
budget expenditures of municipalities that are financed 
or are to be financed by the issue of long-term bond 
issues other than special assessment certificates. 
Municipal bond expenditures for a given fiscal year are 
those that accrue or become demand liabilities during 
that year. 

Municipal nonhudget expenditures.—This term is 
here applied to the expenditures of municipalities that 
represent the depreciation in the value of their prop
erties and public improvements, and other expenses 
for which no provisions are made in appropriation 
acts. 

Resources for meeting municipal expenditures.—The 
resources or pecuniary means upon which munici
palities rely or of which they make use in meeting their 
expenditures are of four distinct kinds: Kevenues, 
borrowings, and accumulated funds, and those repre
sented by revenue ledger adjustments. 

Municipal revenues.—Municipal revenues are the 
moneys and other wealth received by or placed to the 
credit of cities and other municipalities for govern
mental purposes which increase their assets without 
increasing their debt liabilities, or. that decrease their 
debt liabilities without increasing their assets. The 
aggregate of these moneys and other wealth received 
by or placed to the credit of a given municipality con
stitutes the revenue of that municipality, while the 
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portion of such wealth derived from a single source, as 
poll taxes, fines, or fees, is properly spoken of as a 
municipal revenue. The revenue of a municipality for 
a given fiscal year is the net amount that accrues from 
revenue sources for that year. I t includes (1) the 
taxes levied in accordance with the city's financial 
program or budget, to meet its governmental costs 
during that year, whether such revenues are recorded 
on the tax fists in that or some other year; (2) the 
special assessments whose levies are authorized for 
the given year, or otherwise made legally available 
for use during that year; (3) the revenues earned 
during the year by the operation of public service 
enterprises, the management of public properties and 
investments, the loaning of money^ and leasing of 
properties, and the performance of services; (4) 
revenues like subventions, which are legally due and 
receivable during the year; and (5) other amounts 
received or placed to the credit of the municipality 
during the year "that increased its assets without 
increasing its liabilities, or that decreased its liabilities 
without also decreasing its assets. 

The general property tax which accrues as above 
stated for a specified fiscal year of a given city depends 
upon the laws in force in such city with reference to 
the time for assessing and levying the tax, or entering 
the same on the tax books, and that for preparing 
the budget. In some cities, notably those of the state 
of Ohio, the tax is levied, and in part collected, before 
the opening of the fiscal year to which it relates; while 
in others, notably in Chicago and other cities in Illinois, 
it is levied so late in the fiscal year that the tax does 
not become due and collectible until some months 
after the beginning of the succeeding year. 

Classes of revenues referred to in text.—In the text of 
this report municipal revenues are given certain de
scriptive designations. The most important of these 
are commercial revenues, noncommercial revenues, 
trust revenues, nontrust revenues, ordinary revenues, 
and extraordinary revenues. 

Municipal commercial revenues is the term employed 
in this report in referring to revenues obtained by cities 
and other municipalities by methods and tinder condi
tions which are very similar to those which prevail in 
private enterprises. They include the revenues derived 
from the operation of productive enterprises, proper
ties, and investments, including interest, rents, etc. 

Municipal noncommercial revenues is the term here 
used in referring to the revenues of cities or other 
municipalities which are exacted or otherwise ob
tained by methods and under conditions whidh are 
not employed or do not prevail in private enterprises. 

Municipal trust revenues is the designation here 
applied to all commercial and noncommercial rev
enues which are received for specified purposes, or 
subject to specified conditions. 

Municipal nontrust revenues is the common desig
nation here used in referring to all revenues not prop
erly spoken of as trust revenues. 
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Municipal ordinary revenues is a generic term em

ployed in this report, as it is in the printed reports of 
many American cities, in referring to all municipal 
revenues other than special assessments. In this re
port it is used primarily as a budget accounting term 
rather than one of general municipal accounting. 

Municipal extraordinary revenues is a specific desig
nation employed in this report in referring to special 
assessments. It is here used as a municipal budget 
accounting term. 

Classification of revenues for municipal statistics.— 
In the census statistics of receipts from revenues, 
which are the only statistics of revenues practicable at 
the present time for all American cities, as has been 
explained on page 23, under the title "Difficulties 
arising from the exclusive use of cash accounts by 
city comptrollers and treasurers," municipal rev
enues are segregated according to source, and ar
ranged under headings which are the designations of 
particular revenues or specific groups of revenues, as 
shown in Tables 4, 7, 8, 9, 10, and 11, and are also 
classified by the division of the city government for 
which they are received. The most important of the 
municipal revenues are specifically mentioned and 
described in the paragraphs which follow. 

Taxes and the sovereign power of taxation.—In the 
broad significance of the word, taxes are amounts of 
money, other wealth, or services which, by virtue of 
that sovereign power of a nation or a state generally 
spoken of as the taxing power, are exacted for the sup
port of governments, for meeting general public 
needs, and for other governmental purposes* The 
sovereign power of taxation, by virtue of which taxes 
in this broad sense of the word are exacted, is the 
power which Chief Justice Marshall declared "in
volves the right to destroy," and which when consid
ered as a right of the government "is a right which in 
its nature acknowledges no limit."1 It includes the 
power to prescribe the conditions under which per
sons and corporations may engage in business and 
business activities, receive franchises, and enjoy 
common-law rights and privileges; and also the power 
to prescribe the conditions under which they may take 
and hold title to real and other property. Exercising 
that power, nations and states may take away from 
the owners of property the legal title to lands and chat
tels and give it to others if taxes on the same are not 
paid when due, and take away from persons following 
given occupations or businesses, holding certain fran
chises, or enjoying specified privileges, the right to 
follow, hold, or enjoy the same unless, or until, the 
tax is paid for that special occupation, business, fran
chise, or privilege. 

The sovereign power of taxation is by the courts 
and many writers on public finance differentiated into 

1 See Cooley's " Taxation;" footnote 2, pp. 10 and 12. 

the so-called "taxing power" and "polico power," the 
first including the power to raiso revenue and the 
second the power of social, industrial; and economic 
regulation and control. This difference has been 
evolved by the courts in their efforts to reconcile or 
adjust tho revenue-producing laws as enacted by the 
legislatures of the several states to tho different con
stitutional provisions of those states. Tho great dif
ferences which exist in tho constitutional and statutory 
provisions under which tho 195 cities covered by this 
report derive their rovenues render it impossible, how
ever, for the Bureau of the Census to use this differen
tiation as tho basis of any classification of revenue, 
and hence it canploys tho phrases "tho taxing power" 
and tho "polico power" only for purposes of reference 
and for moro exact description of certain rovenues. 

Subjects, objects, and methods of taxation.—Consid
ered as exacted under tho sovereign power of taxation, 
taxes may bo levied upon every person, natural and 
corporate, and with reference to every object to which 
the legislative power of the Nation or state extends; 
but the subject and object of taxation and the amount 
of taxes levied upon each at any given timo are always 
determined by public needs and public policy with ref
erence to .the conservation of order in political society, 
the encouragement of industry, and tho discourage
ment of pernicious employments and injurious business 
or other activities. Further, tho revenues exacted 
under the sovereign power of taxation may bo levied 
and collected by any method that may be adopted by 
the legislative authority of the Nation or state under 
which it is exacted. Special attention is hero called 
to two of those methods involving an exaction of 
revenue (1) in connection with tho grant of a privilege 
by the issue of a license or permit, and (2) by tho 
infliction of a penalty pr mulct for violation of law. 
When taxes arejexacted by the first method, the license 
or permit is commonly granted by tho government on 
payment of a valuable consideration, though this id 
not essential. According to court decisions with ref
erence to this subject, tp constitute a privilege such as 
is involved in this method of collecting taxes tho grant 
must confer authority to do something which without 
the grant would be illegal, for if what is to be done 
under the license is open to everyone to do without 
it the grant would be idle and nugatory. But the 
thing to be done may be a thing lawful in itself and 
restricted only for tho purpose of securing revenue; 
that is to say, restricted in order to compel tho taking 
out of a license. This is always the case where that 
which is licensed is not unlawful at the common law. 

The second method is that employed by tho states 
of Iowa and Ohio in exacting revenue from those 
engaged in the business of selling intoxicating liquors. 
The constitutions of those states expressly prohibiting 
the licensing of such business, the legislature exacts 
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an annual mulct or penalty from those engaged therein 
as an assumed punishment for violation of law. 

Classification of taxes.—In exacting revenues under 
the sovereign power of taxation as above set forth, 
governments may levy and collect the same (1) with
out reference to any actual or assumed measurable 
benefits conferred upon or services performed for the 
taxpayer, or any actual or assumed burdens imposed 
upon the general public by the subject or object of 
taxation; (2) with reference to some actual or assumed 
measurable benefit conferred upon or services per
formed for the taxpayer, including actual or assumed 
measurable increase in the value of his property; 
(3) with reference to some actual or assumed expense 
or burden imposed upon the general community by 
reason of the subject or object of taxation; or 
(4) with reference to some actual or assumed viola
tion of law. 

Recognizing the four distinct sets of circumstances 
or conditions under which compulsory revenues are 
levied, many writers on public finance use the word 
"taxes" as the exclusive designation of the revenues 
obtained as stated in (1), employ the terms "fees" and 
''special assessments" as the designations of those 
obtained as described in (2) and (3), and classify those 
referred to under (4) as ''fines" or "penalties." In its 
classification for this report of the municipal revenues 
exacted under the so-called taxing and police powers, 
the Bureau of the Census employs the theoretical 
classification of the writers above referred to so far as 
the same is practicable. Revenues levied and col
lected with reference to property as described under 
(1) have been separated from those levied and col
lected as described under (2). When thus separated, 
revenues such as those described under (1) are called 
property taxes, and the others are called special 
assessments or betterment taxes. (For a detailed 
statement of the differences between special assess
ments and the compulsory revenues tabulated in this 
report under the heading "Taxes," see under the 
heading "Special assessments" in a succeeding para
graph.) In the tabulation of compulsory revenues 
other than those exacted with reference to property, 
no such segregation has been practicable, it being 
impossible to differentiate that portion of such other 
revenues as was obtained under conditions stated in 
(1) from that secured under conditions described in 
(2), (3), and (4). For example, the revenues secured 
by the receipt of a so-called license fee from a dealer 
in intoxicating liquors is said by many writers to 
include (a) a compensation for the service of making 
out the license papers; (6) a payment for the privilege 
of conducting the business; (c) reimbursement for the 
special expenses of the government in supervising a 
business that naturally creates disorder; (<Z) a reim
bursement for the special expenses of the government 
by reason of crime, pauperism, and disease that arise 

from the business; and (e) a tax in the narrow signifi
cance of the term as used by the writers on public 

'finance above referred to. Revenues such as those 
referred to under (a) and (6) are identical in character 
with those previously mentioned in (2); and those 
referred to in (o) and (d) with those mentioned in (3); 
but how much of the money collected in connection 
with the issue of any liquor license represents revenues 
of the classes mentioned under (a), (6), (c), (5), or (e) 
is not susceptible of determination. In some states the 
statutes have been enacted under circumstances that 
demonstrate that the so-called license fees, even though 
large in amount, are levied principally for the purpose 
of obtaining revenue, and are,therefore, according to 
the theory of the writers above referred to, in large 
part taxes. In contrast, the statutes of other states 
are enacted on the assumption that license fees are col
lected either as stated in (6), or as in (c) or (<Z), 

What has been said above with reference to the 
practical separation of the revenues secured from the 
licenses issued to dealers in the liquor traffic is, with 
minor modifications, applicable to all revenues col
lected in connection with the issue of licenses or per
mits or the exactions of so-called mulcts. With refer
ence to them all it can be said that there is no practical 
agreement among legislators, judges, and writers on 
public finance as to what portion of these revenues is 
received as compensation for services or other benefits 
conferred, or for special expenses imposed upon the 
government, and what portion is otherwise received. 

The Bureau of the Census has been unable, therefore, 
to employ a classification which would show for rev
enues other than property taxes and special assess
ments the relative amounts of revenue which are 
collected with and those collected without reference 
to benefits received or burdens imposed. For this 
reason the Bureau of the Census uses the word " taxes" 
in this report as the generic designation of all com
pulsory revenues other than fines and special assess
ments, but tabulates separately that portion of the 
aggregate amount of these so-called taxes which is 
obtained in connection with the issuance of a license 
or permit. The impossibility of further segregation 
demonstrates the extent to which the legal fiction of 
calling enforced contributions of wealth "fees," 
"fines," and "mulcts," which was employed by the 
early absolute rulers of Europe to reconcile their sub
jects to the payment of taxes, is continued in the 
modern terminology of revenues exacted under the 
sovereign power of taxation. (For a statement of the 
differences between the so-called "license fees" and 
"permit fees" here tabulated as taxes as stated above, 
and the amounts tabulated as fees and charges, see a 
later paragraph under the heading "Fees and 
charges.") 

In this report the revenues tabulated as taxes, in 
addition to being classified as above described with 
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reference to the issue of a license or permit in connec- j 
tion with their collection, are classified with reference j 
to the objects taxed. Thus classified, they are tabu
lated as belonging to one of four principal classes: 
(1) property taxes, (2) poll or personal taxes, (3) busi
ness taxes, and (4) nonbusiness license taxes. 

Property taxes.—"Property taxes are taxes upon the 
property of persons, natural and corporate. Under 
the existing laws in the United States, property taxes 
are universally levied without reference to benefits 
conferred upon or enjoyed by the taxpaying property 
owner. A marked departure from this method of 
levying property taxes, which has long prevailed in 
both the United States and Europe, has been author
ized by laws recently enacted in Germany and Great 
Britain under which the property tax upon the un
earned increment of land values is levied with reference 
to measureable benefits received or accrued. 

Most property taxes are apportioned according to 
the value of the properties upon which or by reason of 
which they are levied, and in so far as they are thus 
apportioned they are properly spoken of as ad valorem 
taxes. Others not thus apportioned are generally 
called specific taxes. Property taxes are readily sepa
rable into two groups, the. general property tax and 
special property taxes. 

The general property tax is the common designation of 
the direct tax upon real property, and upon other 
property which is apportioned and levied by substan
tially the methods employed in apportioning and 
levying taxes upon privately owned real property. 
Receipts from the general property tax form the largest 
portion of the revenue receipts of most American 
cities. 

A general property tax, levied at the same rate upon 
the greater portion of the property within the terri
tory subject to the taxing power, is here called a gen
eral levy of the general property tax. A similar tax 
levied upon a specified class of property within that 
territory is called a special levy of the general property 
tax; and if levied upon the property of a specified por
tion of that territory, it is called a local levy of the genr 
eral property tax. A general or a special levy which is 
applicable for a specified purpose is further designated 
as a specific levy of the general property tax. 

Special property taxes are those direct taxes levied 
upon property which are assessed, levied, and collected 
by methods that are not generally applied in the case 
of privately owned real property. As such taxes the 
Bureau of the Census includes all taxes upon the prop
erty of corporations levied upon the basis of the 
amount of corporate stock, corporate indebtedness, or 
of both corporate stock and indebtedness, or by any 
other method than the basis of the valuation of all 
property of the corporation; taxes upon savings banks 
arid kindred corporations, which are levied in propor
tion to a certain specified portion of deposits, as their 
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excess above the value of specified investments; and 
taxes upon life insurance corporations assessed upon 
the basis of the valuations of their policies. Special 
property taxes also include all taxes levied upon mort
gages at the time of their execution or entry of public 
record (as in New York), and taxes on investments, 
choses in action, bonds and notes for specified periods 
of time (as in Connecticut), and on corporation bonds 
held by residents (as in Pennsylvania), and all specific 
taxes upon property, as taxes upon land in specified 
amount per acre, taxes upon horses, mules, and other 
animals in specified amount per head, taxes upon grain 
in specified amount per bushql, or taxes upon ships in 
specified amount per ton of capacity. The greater 
portion of the taxes here tabulated as "Special prop
erty taxes" are taxes exacted from corporations and 
could with propriety be called "Property taxes of 
corporations." 

PoU or personal taxes.—Under the term " poll o: per
sonal taxes," the Bureau of the Census includes all ex
actions by the government/from private individuals 
which are levied without regard to the property or 
income of the taxpayer. These taxes comprise (1) 
all so-called poll or capitation taxes, whether levied 
in special amounts upon all males of specified ages, 
or levied as quasi property taxes based upon on arbi
trary valuation of polls; (2) all so-called poll taxes 
graded in amounts according to occupations; and (3) 
all exactions of personal service, as work upon high
ways or elsewhere, whether classed in local statutes 
as taxes or otherwise. Poll or personal taxes graded 
according to occupation may, with propriety, be called 
"occupation poll taxes." These are to be distin
guished from business taxes, since they are primarily 
levied upon persons and not upon the business or busi
ness activity from which the taxpayer secures an 
income. 

Business taxes.—Business taxes arc taxes upon busi
ness and business activities exacted from persons 
natural and corporate (1) in proportion to the volume 
of their business, (2) by reason of the business in which 
they are engaged, or (3) by reason of some business 
activity which constitutes a part of their business. 
Business taxes as here defined may be levied with or 
without reference to measurable or assumed measur
able benefits conferred upon or enjoyed by the tax
payers, or special expenses imposed by them upon the 
government. Business taxes may be classified in 
many ways and the classes given specific names, 
according to the basis of classification employed* 
Classified according to the business or business activity 
of the taxpayer, they are grouped under the headings 
"Taxes upon traffic in intoxicating liquois," "Taxes 
upon traffic in tobacco," etc.; classified so as to sepa
rate the business taxes paid by corporations from those 
paid by private persons and firms, the resulting classes 
would be designated as corporation and noncorporation 
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taxes; classified with reference to tho issuance of a li- | 
censo or permit at tho time of their collection, they 
fall into the two classes, called license and nonlicense 
business taxes. 

License business taxes are taxes exacted in connection 
with the issue of a written instrument called a license 
or permit, which authorizes the licensee to engage in 
some specified business or business activity. Most 
of these taxes arc exacted primarily for purposes of 
regulation and only incidentally for revenue, and are 
thus what tho courts and some writers on public finance 
call revenues levied under the police power; but some 
of them are exacted primarily for revenue, and are 
referred to by tho same writers as revenues levied 
under the taxing power, Nonlicense business taxes 
are business taxes exacted without the issuance of a 
license. License and nonlicenso business taxes are in 
this report tabulated under three headings: "Taxes on 
liquor traffic," "Taxes other than on liquor traffic 
collected without tho issue of a license/' and "Taxes 
other than on liquor traffic collected with the issue of 
a license." 

Nonbusiness license taxes.—Nonbusiness license taxes 
are taxes other than upon business that are exacted 
primarily for purposes of regulation, and are collected 
in connection with the issue of so-called licenses or per
mits, and are always levied with reference to measur
able or assumed measurable benefits conferred upon 
or enjoyed by tho taxpayers. They may be subdivided 
and classified in many ways, although their aggregate 
is small. The receipts from these taxes are segregated 
for the purpose of this report into three classes, and are 
tabulated in Table 7 as taxes paid by persons granted 
(1) dog licenses, (2) general licenses, and (3) permits. 

In the first class, or in that of license taxes on dogs, 
are included all taxes which are collected from the 
owners of dogs in connection with the issue of licenses 
or permits to keep such animals for a specified period 
of time, generally a year. 

In tho second class, or that of general license taxes, 
are tabulated all nonbusiness license taxes that are 
collected in connection with tho issuance of licenses 
or permits other than for keeping dogs, which are 
granted for a specified period of time, as a year, month, 
or day. Among taxes of this kind are those collected 
from persons keeping vehicles, as automobiles, bicycles, 
etc., irrespective of whether these vehicles are used for 
business or pleasure. 

In tho third class, or that of permit taxesf are in
cluded all nonbusiness taxes that are collected in con
nection with the issue of so-called licenses or permits 
which are granted for some specified act or transac
tion, as marriage licenses or permits, and departmen
tal permits, such as those authorizing the connecting 
of houses with sewers and water pipes. I t should be 
noted in this connection, however, that nonbusiness 
license taxes collected by public service enterprises in 
connection with the issuance of permits by them are 

included for accounting purposes with revenue re
ceipts from those enterprises, although, like other 
revenue obtained in connection with the issue of per
mits, they are permit taxes. 

Special assessments.—Special assessments are gen
eral proportional contributions of wealth levied 
against land and collected from its owners and occu
pants to defray the costs of specified public improve
ments made, or of specified public services undertaken^ 
in the interest of the general public. Special assess
ments, like taxes, are levied and collected under the 
sovereign powers of the state, generally called taxing 
and police powers, but under very different conditions 
and subject to the application of widely different princi
ples, as may be noted from the following comparisons, 
based upon court decisions: 

1. Taxes upon property are levied for the purposo 
of raising revenue (1) for meeting the general costs of 
government, (2) for providing for all general publio 
needs, and (3) for other governmental purposes; and 
the only benefit which taxpayers in the United States 
at present receive is as members of organized society* 
The individual taxpayer is therefore poorer, in a sense, 
by reason of the payment. Special assessments are 
levied only for the purpose of providing for specified 
general public needs, and, in theory at least, do not 
leave the property owners who pay their assessments 
any the poorer, since they are fully compensated by the 
benefits conferred upon them by the improvements or 
by the services for which the assessments are levied. 

2. Taxes may be levied upon personal as well as real 
property, and upon person, business, occupation, fran
chise, privilege, and right; but special assessments are 
levied upon land alone. 

3. A tax is levied on the whole, or with reference t a 
the whole, of a known political subdivision, as a state,, 
county, city, town, or school district, or some special 
subdivision thereof or some special class of property 
therein; while a special assessment is levied on the^ 
property situated in a district created for the express 
purpose of a levy, and possessing no other function or 
even existence than to include the thing upon which-
the levy is made. 

4. Taxes constitute a personal liability of the tax
payer, but special assessments can not become such 
liability. 

5. Certain properties may be specifically exempt 
from property taxes on account of their public char
acter or from consideration of public policy, but no 
property is thus exempt from special assessments. 

6. Receipts from taxes may be expended for any 
purpose or object for which the taxing authority may 
make appropriations; but receipts from special assess
ments may be expended for only those public improve
ments and public services from which an exceptional 
and plainly perceived benefit ensues to the property 
or to the occupant of the property upon which they 
are imposed. 
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7. Taxes are a continuing burden of recurrent 

charges which must be collected at stated short inter
vals, while special assessments are levied occasionally 
only, being exceptional both as to time and locality. 

Fines and forfeits.—Fines are amounts of wealth ex
acted from individuals, firms, and corporations under 
the sovereign power of inflicting punishment as penal
ties for violation of law, while forfeits are amounts 
accruing to governments in accordance with the terms 
of contracts as penalties for nonobservance of such 
contracts. Forfeits of one class, however, are received 
in lieu of fines and are classified as such. These are 
deposits exacted to guarantee the appearance of the 
depositor before a court. They, in a sense, are paid 
to bind the agreement to thus appear, but as the 
amount usually approximates the fine that would be 
imposed in case of appearance and conviction, their 
forfeiture relates them more nearly to fines than to the 
usual forfeits for nonobservance of contracts. Re
ceipts from fines, like receipts from ,taxes, are what 
writers on public finance call "compulsory revenues," 
while those from commercial forfeits belong to the class 
called "contractual." It should be noted in this con
nection that the revenues from the liquor traffic in 
Ohio and^ Iowa which are collected under what are 
known as "mulct" laws, or laws for imposing mulcts or 
penalties, are tabulated in this report as business taxes 
and not as fines, such revenues being levied under the 
legal fiction of a "fine" or "mulct," just as the corre
sponding "license fees" are levied under the legalfiction 
of a benefit or service. 

Escheats.—Escheats are amounts of money received 
from the disposal of property whose owners can not be 
ascertained or located. 

Subventions and grants.—Subventions and grants 
are gratuitous contributions made by one government 
to another. The Bureau of the Census applies the 
designation subventions to those contributions for 
specified purposes made by the Nation and by states 
and counties to their minor civil divisions, which are 
granted subject to the formal compliance by the recip
ient with certain prescribed conditions, while the term 
grants is applied only to those contributions of one 
government to another which are made without the 
prior establishment of conditions. 

Donations and gifts.—Donations and gifts are gratu
itous contributions made by private individuals and 
corporations to governments. The Bureau of the 
Census uses the term donations in referring to those 
contributions from private sources which are for the 
establishment or maintenance of almshouses, hospitals, 
infirmaries, libraries, and kindred institutions, and ap
plies the designation gifts to all other contributions by 
private individuals and corporations to governments. 

Pension assessments.—Pension assessments, as the 
Bureau of the Census uses the term, are amounts of 

;moneyjcollected from policemen, firemen, teachers, 

and other governmental employees toward the pay
ment of pensions and the maintenance of pension 
funds in the interest of the classes of employees con
tributing. Pension assessments are always received 
subject to conditions, and thus always constitute trust 
revenues. 

Fees and charges.—When first used in private busi
ness, the word "fee" was the designation of the com
pensation exacted for a service performed or work 
done, and the word "charge" was the designation of 
a burden imposed. In private business the word 
"fee" to-day retains its earlier significance, although 
it is most frequently applied to the compensation for 
the service of a physician, lawyer, or other pro
fessional person; but the word "charge" has come to 
have the same general meaning as "fee," although it 
is applied most frequently to the compensation ren
dered for a service performed, work done, or some
thing sold. 

When first used in governmental business the word 
"fee" was employed with the significance which it had 
in private business, but it soon began to be also used 
as the designation of an amount exacted by absolute 
rulers by virtue of.what is now called the taxing 
power, under the fiction that it was compensation for 
a special service rendered or a special benefit conferred 
in the form of a privilege or right that the taxpayer 
was permitted to enjoy or exercise. In modern 
statutes the word "fee" is used with both of these 
meanings, inherited from the Middle Ages. 

Municipal compulsory revenues called "fees" which 
are levied and collected by virtue of the so-called 
taxing or police powers are in this report tabulated as 
"Taxes;" for reasons already stated. 

Only those revenues arc tabulated as "Fees," 
which are what Seligman calls "contractual," and 
which represent the actual compensation for services 
performed by the employees of the government as 
one person performs a service for another in private 
life. They are payments for something done, as com
pared with payments for the privilege or right of doing 
something, as are the so-called fees exacted under the 
taxing or police powers and tabulated as taxes. 

The Bureau of the Census places in the generic 
group of revenues to which fees are assigned, the 
revenues called "charges." In so tabulating charges 
it uses the word with its secondary or derivative mean
ing, which is identical, as has been pointed out, with 
the primary meaning of "fees*" The Bureau of the 
Census specifically applies the term fees to amounts 
collected as compensation for such services as are 
performed only by governments; while it uses the 
word charges as the designation of amounts collected 
as compensation for governmental services that are 
similar in character to those performed by one indi
vidual for another. The amount of a governmental 
fee is usually established by statute, and the fee is 
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generally collected in advance. On the other hand, a 
governmental charge can be definitely determined only 
upon completion of the work or service, and advance 
payment for such work or service, if made at all, is 
made only to guarantee the costs when determined. 

Charges are differentiated from special assessments 
by the following characteristics: A charge is the com
pensation for something done by governmental 
employees for the benefit of a particular individual, 
and in determining its amount no consideration is 
taken of any service performed for another, or the 
cost of any public improvement made or service ren
dered to the general public, or in behalf of the people 
in a given territory. In contrast, a special assess
ment paid by a given individual always represents the 
cost of some public improvement' or service which is 
levied on all the land of a given territory. The dif
ference can best be illustrated by the following con
crete cases: 

If in one portion of its territory a city constructs a 
sewer or sidewalk or lays a water pipefor one or more 
squares and apportions a whole or a part of the cost 
to the property benefited, the amount so apportioned 
constitutes a special assessment; while if a given indi
vidual with land outside of the line of sewer or water 
pipe authorized, or in front of which no sidewalks 
have been ordered, petitions to have his land connected 
with the sewer or water main or to have sidewalks laid 
in front of the same, and the city complies with his 
petition and makes the improvements requested and 
the petitioner reimburses the city wholly or in part 
for the improvement made, the payment is here called 
a charge and not a special assessment. 

Further, if a city assumes the task of removing the 
snow from the sidewalks or the rubbish from the 
back yards of any portion of the territory and reim
burses itself for the* cost by a proportional levy upon 
those benefited by the services, the amounts levied 
upon the property benefited are special assessments. 
If, however, the city makes it obligatory upon all 
owners or occupiers of land to clear the snow from 
the walks or remove rubbish from their back yards, 
but establishes no general service for its removal or 
collection, and in default of compliance by a particular 
owner or occupier the city does the work and collects 
the cost by a levy against the land, the amount col
lected is a charge and not a special assessment or tax. 

ToUs is the designation given to charges made for 
passing over bridges or traveling over roads. 

Rates is the generic designation generally applied to 
the revenues of water-supply, gas-supply, and electric 
light systems and similar enterprises which they earn 
by furnishing or supplying their respective utilities. 

Rates and tolls are in reality but charges of certain 
classes of enterprises which are given special names. 
The names thus given and tho classification of these 
revenues employed in this report are never modified by 

the method adopted for enforcing their payment. In 
some cities unless the rates of water and gas supply 
systems and similar enterprises are promptly paid they 
are made a lien upon the real property to the occupant 
of which water, gas, or electric current is furnished, 
and the amount is placed on the tax roll and collected 
with taxes. This is a lien, as the courts have decided, 
securing the payment of the debt by the individual 
property owner for the "rate" or charge for the service 
furnished, and not a tax. 

Highway privilege dues.—Highway privilege dues is 
the generic designation applied by the Bureau of the 
Census to amounts of money received by cities as com
pensation for special privileges in, upon, under, or 
over the public highways granted to particular indi
viduals and corporations beyond the privileges of other 
individuals and corporations. Some of the privileges 
granted for which these dues are received are priv
ileges in, upon, under, or over the highways that in 
the case of private realty are called licenses, and others 
are rights which are most frequently spoken of as ease
ments, and others, granted to public service corpora
tions, are privileges called franchises. They differ 
from the privileges granted upon realty by lease in 
that they are exercised under conditions that permit 
the use of highways by others than the recipients of 
the privileges. They also differ from the privileges 
for which license taxes are paid in that they are priv
ileges to make certain uses of land owned by the 
grantor, while the privileges secured by the payment 
of license taxes are merely privileges to do something. 
Highway privilege dues differ from fees in that fess 
are received as compensation for services performed 
or rendered, while highway privilege dues are received 
as compensation for specified rights or privileges upon 
the public highways. Highway privilege dues are 
divided by the Bureau of the Census into two classes, 
called major and minor. 

Major highway privilege dues are amounts of money 
exacted as compensation for those privileges upon the 
highways which are exclusively enjoyed by public 
utility corporations and which such corporations must 
possess in order to carry on their business. The priv
ileges for which these dues are received as compensa
tion are those most generally called "franchises," and 
are by some writers referred to as "operating fran
chises/' to distinguish them from "corporate fran
chises," or authority to exist as a corporation. These 
dues may with propriety be called "franchise highway 
privilege dues." 

Minor highway privilege dues are amounts of money 
exacted for licenses or easements granted for utilizing, 
for purposes specified, portions of the highway or 
space above or below it, including the privilege of 
erecting awnings and signs projecting over or extend
ing across the sidewalk or street or constructing vaults 
under the sidewalk or street in front of or adjoining 
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the property owned or occupied by the grantee-
Minor highway privilege dues may be collected from 
corporations as well as from private individuals. 

Other revenues.—Governmental revenues other than 
those mentioned above include interest receivable, 
rents, minor sales of materials and scrap when these 
are offsets to governmental expenses, and the sales of 
utilities and products furnished by public service 
enterprises and municipal institutions. These govern-

f mental revenues are of the same character as similar 
revenues of private persons and corporations to which 
are given the designations mentioned- None of them 
call for any special definition or description in this 
connection. 

Municipal borrowings.—Municipal borrowings is the 
generic term here used in referring to (1) the money re
ceived by municipalities from the issue of long or short 
term bonds, or other municipal debt obligations; and 
(2) the bonds and other municipal debt obligations that 
have been authorized but not issued. Borrowings in 
budget accounting are readily separable into those called 
funded, revenue, and special assessment borrowings. 

Funded borrowings are the borrowings of cities rep
resented by long-term bonds or certificates issued or 
authorized. 

Revenue borrowings are the borrowings of cities which 
are represented by bonds and other obligations issued 
to secure money in anticipation of the receipt of ordi
nary revenues. 

Special assessment borrowings are municipal borrow
ings represented by bonds and certificates and time 
warrants issued in anticipation of the collection of 
special assessments. 

Municipal fund accumulations.—Most American 
cities which incur indebtedness by the issue of long-* 
term debt obligations, variously designated as "cor
porate stock," "bonds," and "certificates of indebt
edness," provide for their final amortization by the 
accumulation of sinking funds. The amounts appro
priated from revenues each year to be added to the 
assets of such funds, including the earnings of the 
funds so added, are here called expenditures for 
accumulation of special funds, or, more briefly, special 
fund accumulations. The same term is applied to the 
additions made by donations, gifts, or otherwise to 
public trust funds for municipal uses, and to investment 
funds and properties held as investments. 

Municipal revenue ledger adjustments.—On page 32 a 
definition has been given of "Municipal ledger adjust
ments," and statements have been made setting forth 
the methods of recording them to secure comparable 
statistical reports. Municipal revenue ledger adjust
ments include the credit and debit entries in ledger bal
ancing accounts that, like revenues, represent increases 
in municipal assets which are not accompanied with 
increases in municipal liabilities, or represent decreases 
in municipal liabilities which are not accompanied 

with decreases in municipal assets, or at least are not 
so shown in the accounts. Of tlieso ledger adjust
ments special attention is here called to premiums 
received on original sales of city debt obligations, 
and to discounts obtained in connection with the 
purchase of such obligations for cancellation. If 
municipal accounts were all kept on a scientific 
basis the premiums on bonds sold would be credited 
to a liability account with "premium," and written 
off or amortized year by year during the life of the 
bond, thus calling for no special adjustment of the 
balancing account. Such accounting is, however, not 
practicable with the financial* administration of our 
American cities at the present time, and hence the 
premiums and the discounts here referred to should 
be debited to the balancing ledger account, and so 
shown in city reports under some specific descriptive 
designation, if they can not, because of popular preju
dices, be treated as current revenues. In practice the 
premiums here referred to are by American cities (1) 
used for meeting current expenses, (2) used for meeting 
the cost of constructing or acquiring the properties and 
public improvements for which the bond issues them
selves are used, (3) reserved for meeting the first pay
ment of the bonds for which they aro premiums, or 
(4) transferred to sinking funds and made reserves for 
amortizing future debts. All of these treatments call 
for ledger adjustment entries, if complete accounts aro 
kept showing the effect of current transactions upon 
the interests of the city as a proprietor. 

MUNICIPAL* BECEIFTS AND PAYMENTS. 

Receipts and payments in census statistics.—The 
census financial statistics of cities are, for reasons 
already stated, based upon, and in largo part derived 
from, the accounts and reports of city comptrollers 
and treasurers, or those of other officials discharging 
some or all of the duties of officers bearing those 
designations. Those accounts, so far as they aro 
records of financial transactions, are with few excep
tions primarily accounts with what aro called in the 
commercial world "receipts and payments of cash." 
The methods employed by the Bureau of the Census 
in using these accounts for the purpose of compiling 
comparative statistics of governmental costs have 
already been described at length. By those methods 
certain receipts and payments not recorded in cash 
accounts are included in these statistics. The char
acter of the receipts and payments thus included is 
described in the statements which follow. 

Receipts.—In accounts, receipts are amounts of 
money, bills receivable, land, materials other than 
money, and services that in the conduct of business 
are received by or placed at the disposal or to the 
credit of the recipient for his own use or benefit, or 
for the use or benefit of another. Receipts recorded 
in so-called cash accounts are called cash receipts. 
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Payments.—In accounts, payments are amounts of 
money, bills payable, land, materials other than 
money, and services that in the conduct of business 
are paid, delivered, or transferred in the settlement 
of claims against or for the final discharge of the debt 
obligations of the payer, or for his use, benefit, or 
credit. Payments recorded in so-called cash accounts 
are called cash payments. 

Municipal receipts and payments.—Municipal re
ceipts and municipal payments axe the receipts and 
payments recorded in the accounts of cities and other 
municipalities. Theso receipts may be classified with 
reference to many different bases, and thus arranged 
in a number of different classes, to each of which is 
given an appropriate designation. The primary 

• classification made use of in this report is one which 
segregates receipts with reference to revenues, and 
payments with reference to governmental costs. When 
thus classified municipal receipts are separable into 
revenue receipts and nonrevenue receipts, and muni
cipal payments into governmental cost payments and 
nongovernmental cost payments. 

Municipal revenue receipts.—The term "municipal 
revenue receipts" is here applied to the receipts of 
cities and other municipalities on revenue account, 
less amounts which have been returned or are to be 
returned by reason of error or otherwise. The amounts 
so returned or to be returned should be recorded as 
payments in the same accounts with the revenue re
ceipts, and the receipts and the counterbalancing pay
ments are called in this report counterbalancing receipts 
and payments. The municipal revenue receipts of a 
given fiscal year included in the census municipal sta
tistics comprise (1) amounts on revenue account re
corded in local cash accounts during the year, and 
(2) amounts of similar receipts which the Bureau of 
the Census combines with the recorded cash receipts 
for the purpose of compiling more comparable statis
tics of revenue receipts and governmental cost pay
ments. (For details of these added receipts, and of 
receipts recorded in local revenue accounts but omitted 
from the so-called revenue receipts of this report, see 
pages 25,26,24, and 22, under " Difficulties arising from 
the different mothods of accounting for interdepart
mental servicer," "Difficulties arising from faulty ac
counting for interest chargeable as outlay or expense," 
"Difficulties arising from lack of proper accounts 
with materials and supplies," and "Difficulties arising 
from the collection of state and county revenues by 
different governmental units*)" 

Municipal nonrevenue receipts.—The term "munic
ipal nonrevenue receipts" is here applied to all 
receipts of cities and other municipalities other than 
municipal revenue receipts as previously defined. 
Tlte municipal nonrevenue receipts of a given fiscal year 
included in the census municipal financial statistics 
comprise (a) all receipts recorded during the year in 

so-called cash accounts of the municipalities from (1) 
sales of investments, (2) sales of supplies which have 
been purchased for sale, (3) sales of municipal securi
ties, (4) transactions other than sales of municipar 
securities which increase municipal indebtedness, and 
(5) counterbalancing receipts such as those mentioned 
in the preceding paragraphs; together with (6) 
receipts during the year of services whose costs have 
been included among the expenses and outlays of the 
year, as has been described on pages 23 and 24, under 
"Difficulties arising from the exclusive use of cash 
accounts by comptrollers and auditors," and "Diffi
culties arising from lack of proper accounts with 
materials and supplies." 

Municipal governmental cost payments.—The term' 
"municipal governmental cost payments" is here 
applied to the payments of cities and other munici
palities for their governmental costs, or for their 
expenses, interest, and outlays, less amounts which 
have been returned or are to be returned by reason 
of error or otherwise. The amounts so returned or to 
be returned should always be recorded as receipts in 
the same accounts with governmental cost payments, 
and the payments and counterbalancing receipts are 
in this report called counterbalancing payments and 
receipts. The municipal governmental cost payments of 
a given fiscal year included in the census financial 
statistics comprise (1) the amounts recorded in local 
cash accounts of the comptrollers, or other officers 
acting as comptrollers, as paid during the year in 
settlement of the claims of the current year on account 
of expenses, interest, and outlays, including payments 
for materials and supplies used during the year; (2) 
the amounts recorded in the same accounts as paid 
during the succeeding year in settlement of the 
expenses, interest, and outlays for the given year; (3) 
payments recorded in the local cash accounts of city 
comptrolling officers in preceding years, equal in 
amount to the excess of the value of materials and 
supplies charged during the year as expenses and out
lays over the payments of the year for new materials 
and supplies; and (4) payments for interdepartmental 
services not recorded in local cash accounts. The 
payments mentioned after (1) and (2) are in most 
cases equal in amount to payments recorded in war
rant registers, and differ from them only to the extent 
that some payments are made without the issue of a 
warrant or order, as has already been explained. 
With that exception those payments may be called 
"warrant payments" as well as "cash payments." 
The payments mentioned in (3) and (4) are combined 
by the Bureau of the Census with those mentioned in 
(1) and (2) and certain payments recorded in local 
expense accounts have been omitted from its so-called 
governmental cost payments of this report for the 
purpose of compiling more comparable statistics of 
governmental cost payments, as has been explained 
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on pages 25, 26, and 22, under the captions "Diffi
culties arising from lack of proper accounts with 
materials and supplies/' "Difficulties arising from the 
different methods of accounting for interdepartmental 
services," "Difficulties arising from faulty accounting 
for interest chargeable as outlay or expense," and 
"Difficulties arising from the collection of state and 
county revenues by different governmental units." 

Municipal nongovernmental cost payments.—The 
term "municipal nongovernmental cost payments" is 
here applied to all payments of cities and other munici
palities other than municipal governmental cost 
payments as previously described. The municipal non-
governmerdal cost payments of a given fiscal year 

-included in the census financial statistics comprise 
all cash or warrant payments recorded during the year, 
in the accounts of municipalities for (1) the purchase 
of investments; (2) the purchase of supplies in excess 
of those used or sold; (3) the final cash payment of 
municipal debt obligations in the form of bonds, notes, 
warrants, and audited claims; and (4) counterbalanc
ing payments such as those described in preceding 
paragraphs which are recorded in revenue and govern
mental cost payment accounts.. 

Significance of primary classification of municipal 
receipts and payments.—The segregation of municipal 
receipts into revenue and nonrevenue receipts and the 
segregation of municipal payments into governmental 
cost and nongovernmental cost payments is of great 
significance, since it permits the preparation of sum
maries of financial transactions that show the excess 
of revenue receipts over the expenses and interest for 
meeting which they are provided, or the reverse, and 
the excess of governmental cost payments over reve
nue receipts, or the reverse. 

Secondary classification of municipal receipts and 
payments.—Another classification of municipal re
ceipts and payments made use of in this report is one 
which separates the receipts into those called "receipts 
from the public" and "transfer receipts," and the pay
ments into "payments to the public" and "transfer 
payments." 

Municipal receipts from (he public.—Municipal re
ceipts from the public is the designation applied in this 
report to receipts from private persons and corpora
tions, and from states, counties, and other civil divi
sions by cities and other municipalities for (1) their 
governmental uses and purposes, and (2) for the use, 
benefit, or credit of other civil divisions or of private 
persons or corporations. The municipal receipts from 
the public for a given fiscal year included in the census 
municipal financial statistics comprise (1) all receipts 
by cities and other municipalities from other civil 
divisions and from private individuals and corpora
tions that during the given year are recorded in the 
so-called cash accounts of the officers of the various 
divisions of the government of the municipality; and 
(2) receipts during the year or during preceding years 

of materials,and supplies, and receipts during the 
year of services the cost of which are included by 
the Bureau of the Census as expenses and outlays, 
but which were represented at the closo of the 
year by unpaid warrants, orders, audits, claims, or 
judgments. 

Municipal payments to the public.—Municipal pay
ments to the public comprise the payments by cities 
and other municipalities to private persons and cor
porations and to other civil divisions of cash or of 
warrants, orders, bonds, notes, judgments, and other 
bills payable in settlement or adjustment of claims 
against or in final satisfaction of tho debt obligations 
of the municipalities or of any of tho divisions of their 
governments, or for their use or benefit. The municipal 
payments to the public for a given fiscal year included 
in the census statistics comprise (1) cash paid during 
the year to private persons and corporations and to 
other civil divisions in settlement of claims against the 
municipality or one of the divisions of its government, 
or for its use or benefit; (2) cash paid to such persons, 
corporations, and divisions during tho year in final 
satisfaction of warrants, orders, and other bills payable, 
of the given year or of any preceding year; (3) war
rants and other bills payable issued, delivered, trans
ferred, or entered of record during the year or during 
the succeeding year, in settlement of the claims of 
private persons and corporations and other civil divi
sions against the municipality, or one of the divisions 
of its government, which arose or accrued during the 
given year. It should be noted in this connection that 
the only payments such as those montioned in (3) as 
being issued, delivered, etc., during the succeeding 
year that are included in the census statistics are those 
of warrants and orders in settlement of claims audited 
during the year that were issued in tho succeeding year, 
and the warrants, etc., that were issued by cities that 
held their books open for a limited period after the 
close of the fiscal year to make a complete statement 
of the governmental costs of that year, as described on 
page 27, under "Difficulties arising from auditing 
claims after the close of the year to which they relate." 

Municipal transfer receipts.—Municipal transfer re
ceipts is the designation applied in this report to 
amounts of cash (1) which the divisions of the govern
ment of a city or other municipality place at the dis
posal or to the credit of their accounts with their 
various funds, including those for their departments 
and enterprises; or (2) which are transferred to one of 
these accounts from another; or (3) which one of these 
funds, departments, or enterprises receives from or 
transfers to another. The municipal transfer receipts 
for a given fiscal year included in the census statistics 
comprise all such receipts as those mentioned above 
after (2) and (3), which are recorded in the local 
accounts during the year, and similar interdepart
mental receipts combined therewith by the Bureau of 
the Census for the purpose of compiling more compa-
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xablo and accurate statements of governmental costs, 
as has previously been explained. 

Municipal transfer payments.—Municipal transfer 
payments are the amounts of cash which a division 
of the government of the city or other municipality 
transfers or takes from the credit of one of its funds, 
departments, enterprises, or accounts in settlement 
or adjustment of claims against it in favor, of another 
fund, department, enterprise, or account; or which 
one fund, department, or enterprise delivers or pays 
to another in settlement of its claims. The municipal 
transfer payments for a given fiscal year included in 
the census statistics comprise (1) all municipal inter
departmental payments recorded in the local accounts 
during the year, and (2) similar payments combined 
therewith by the Bureau of the Census for the purpose 
of compiling more comparable and accurate state
ments of governmental costs, as has previously been 
explained. 

Significance of the secondary classification of munici
pal receipts and payments.—The segregation of munici
pal receipts and payments into the two classes termed 
"receipts from and payments to the public" and 
"transfer receipts and payments" is of great signifi
cance, since a receipt of cash or any specific equivalent 
thereof from the public increases the amount of such 
cash or specific equivalent in the possession or control 
of the government, and a payment or delivery to 
the public decreases the amount of such cash or 
specific equivalent; while corresponding receipts by 
one division, fund, or account of the city from another 
effect no change in the amount of cash or such equiv
alent. In recognition of this fact the receipts from 
and payments to the public are sometimes spoken of 
in this report as actual receipts and payments, and the 
transfer receipts and payments as nominal receipts 
and payments. The first class of receipts and pay
ments may be called corporate receipts and payments, 
since they are the receipts and payments of the various 
corporations that constitute the government of a 
municipality; while the second class of receipts and 
payments may be called fund receipts and payments, 
since they are receipts of the funds of the city including 
those for the various enterprises, departments, and 
other objects of appropriation, or interdepartmental 
receipts and payments, for reasons that are obvious. 

Subordinate classes of municipal receipts and pay
ments.—Municipal revenue receipts, whether receipts 
from the public or transfer receipts, are classi
fied and tabulated in Tables 4, 7, 8, 9, 10, and 11, 
so as to show those from public service enter
prises and those from other sources and from the 
various classes of those revenues.. In like manner 
municipal governmental cost payments are classi
fied and tabulated in Tables 12, 15, 17, and 18, 
and in the text table on page 72, so as to show those 
paid in settlement of claims arising for expense, 
interest, and outlays. The text table on page 67 

presents a summary of municipal revenue receipts 
and governmental cost payments classified as "net" 
and "transfer;" the net revenue receipts being the 
receipts on revenue account, less the revenue transfer 
receipts and the receipts returned or to be returned 
by reason of error or otherwise, and the net govern
mental cost payments being the payments for expenses, 
interest, and outlays, less transfer governmental 
cost payments and the payments returned or to be 
returned by reason of error or otherwise. 

In addition to the common subclassification of receipts 
from and payments to the public and transfer receipts 
and payments described in preceding paragraphs, 
attention is here called to two additional classifica
tions of transfer receipts and payments made use of 
in this report: (1) A classification according to the 
character of the transaction, separating the transfers 

j into those designated as general, service, interest, 
and investment transfer receipts and payments; 
and (2) a classification by the degree of independence 
of the divisions, departments, offices, or accounts 
between which the transfers are made, separating the 
transfers into those designated as major and minor 
transfer receipts and payments. 

General transfer receipts and payments are amounts of 
cash or its equivalent received and paid by transfer 
between independently administered divisions, funds, 
or enterprises, where the receipt is not associated 
with the performance of services, the purchase of 
securities, the payment of interest on securities,, 
or the renting of real property. 

Service transfer receipts and payments included in 
this report are (1) the receipts by or for public service 
enterprises as compensation for the public utilities, 
such as water, gas, and electric current furnished by 
them for city uses; (2) certain receipts by one govern
mental division, fund, department, or office, as com
pensation for the service performed.and the materials 
andother equivalents of cash furnished By it for another 
governmental division, fund, department, or office, 
or for a municipal enterprise, and the payments by 
or for a division, enterprise, department, fund, or 
account for which the services are performed and the 
materials and other equivalents of cash are furnished; 
and (3) the accounting transfer receipts and payments 
described on pages 25 and 26 which represent similar 
receipts and payments not recorded in*city accounts. 

Interest transfer receipts and payments are the re
ceipts and payments included in the census statistics 
of municipal financial transactions which represent (1) 
the receipts shown on the books of city funds with 
investments and the counterpayments shown on those 
of the city corporation or division of the city govern
ment on account of amounts paid by the corporation or 
division to the funds as interest on municipal securi
ties or debt obligations held by those funds, and (2) 
the accounting interest transfer receipts and payments 

| described on page 26. 
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Investment transfer receipts and payments are munici
pal receipts and payments recorded in the books of 
city funds with investments and in the books of the 
city corporation or other divisions of the government 
of the city, representing the value of securities or 
other investments received by one fund from another, 
or the value of those securities received by the city 
corporation from one of the other divisions of the 
city government. 

Major transfer receipts and payments are amounts of 
cash or its equivalent transferred by one independent 
division or fund of a government to another. 

Minor transfer receipts and payments are amounts 
of cash or its equivalent received by one office or 
account from another, or transferred from one account 
or division of a government to another. The greater 
portion of such transfers recorded in city accounts are 
treated by the Bureau of the Census as accounting 
credits and debits and are not included in its published 
statistics. 

MUNICIPAL ASSETS, PBOPEBTIES, PUBLIC IMPROVE
MENTS, LIABILITIES, AND PROPRIETARY INTERESTS. 

Assets in private accounts.—The word "assets/' de
rived from the Latin ad satis, was first used as an ac
counting term in the statements prepared by heirs, 
administrators, and executors of the estates of deceased 
persons to include all the property, real and personal, 
realizable and unrealizable, belonging to the estate 
when such property was sufficient in. value jor amount 
to meet all debts of the estate or all the claims upon 
it arising under the terms of the will of the deceased. 
In this use the word fully retained the force of its 
Latin derivation and could be defined as "property 
sufficient to meet debts and claims." 

The word "assets," which was first used as an 
accounting term with the meaning just stated, was 
later employed in the balance-sheet and other state
ments of the financial condition of living persons,* and 
of firms, corporations, and governments, and is so 
used to-day. In this later use the word has lost the 
limitations of its Latin derivation and has come to 
have its present significance in private accounts of 
"property liable for meeting the debts of or claims 
against the owner." 

For convenience in accounting, the assets of com
mercial undertakings and those of private persons or 
corporations are separated by accountants into two 
classes, designated as current assets and fixed assets, 
current assets being those which vary from day to day 
from sale, realization, exchange, etc., including such 
property as stock in trade, cash, accounts and notes 
receivable in the case of all concerns, and land in the 
case of* real estate companies, while fixed assets are 
those which are employed in the accomplishment of 
the principal purposes of the enterprise or the person 
owning them, and which are expected to have a life 
in service of more than one year, such as the real prop

erty, machinery, land, and plant of a mine, or the 
roadbed and rolling stock of a railroad. 

Assets in governmental accounts.—Some modern 
accountants, who have prepared what they call com
plete balance-sheet statements of the financial condi
tion of the governments of municipalities and of other 
civil divisions, havo used the word "assets , , with a 
significance which differs from both the original and 
derived meanings of the term as above sot forth. As 
they use it the term loses the limitation which alwa3*s 
attaches to it in commercial accounts and statements, 
of property liable for debts and holden for meeting 
claims, and comes to be the generic designation, not 
only of cash, investments, uncollected revenues, and 
other resources provided and available for meeting 
debts and other liabilities, but also of all public im
provements, including street pavements and sewers, as 
well as of all public property, such as city hails, parks, 
and fire and police stations, although none of the 
public improvements and only a limited portion of the 
property is legally liable for governmental debts or can 
be seized or held in satisfaction of claims. 

The Bureau of the Census, however, prefers the 
usage of another class of governmental accountants 
and of a number of students and writers on govern
mental finance who, fully appreciating the economic 
significance if not the administrative value of the so* 
called complete balance-sheet statements of govern
mental financial condition, prefer to use the word 
"assets" in governmental accounts and statements 
with the restricted meaning it always has in private 
accounts and statements. When the term <'assets" is 
employed with this limited or restricted significance, 
the terms "properties" and "public improvements" 
are necessarily used in referring to other forms of 
wealth in the possession of the government. Such a 
terminology assists in keeping to the front the great 
differences that exist between the objects and view
points of private and governmental business. I t 
emphasizes the fact, which the first terminology does 
not, that municipal debts arc not ordinarily liens upon 
city properties and public improvements, as all private 
debts are upon the property of the debtor, but upon 
the privately owned property of the citizens subject to 
taxation; and that only the property given the desig
nation "assets" with the narrower significance is 
seizablc for the payment of governmental debts in the 
way that private property is for the payment of private 
debts. This report uses the word " assets" in this 
restricted sense as exclusive of properties and public 
improvements of cities. The specific meanings given 
to the terms "municipal assets," "municipal prop* 
erties," and "municipal public improvements," and 
to their subclasses are stated in the definitions which 
follow. 

Municipal mete.—Municipal assets are the cash and 
other wealth in the possession of cities and other mu
nicipalities, or at their disposal, which have been 
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acquired or provided for meeting their governmental 
costs, for investment, and for paying debts, including 
those which have been incurred by accepting private 
or public trusts. The cash and other wealth that con
stitutes governmental assets as here defined are some
times referred to as funds. This meaning of the word 
funds is to be distinguished from that of the word jfuTwZ 
in the singular, and also in the plural, as the designa
tion of any amount of money or other wealth available 
for a specified purpose. 

Classification of municipal assets.—In municipal 
Accounting records, as in those of private enterprises, 
.assets are always represented by debit entries and 
balances in accounts generally referred to as asset 
accounts. Some of the debit entries and balances in 
these accounts represent wealth actually in the posses
sion of municipalities or in their control or at their 
disposal, and others represent the claims of one of 
their departments or divisions upon another, or are in 
other ways offset by the credit balances of liability or 
other accounts. The assets represented by the first 
class of entries are here called actual assets of municir-
jmlities to distinguish them from those represented by 
the second class, which are here called nominal assets oj 
municipalities. Nominal assets, which consist of 
wealth not actually in the possession or at the disposal 
of a municipality, but which under certain circum
stances may come into its possession or be placed at 
its disposal, are generally called contingent assets of 
municipalities. When classified according to the 
purpose for which they are used, the assets of govern
ments are specifically designated as current and in
vested, and when classified with reference to the 
account in which they are recorded or the fund to 
which they belong, are referred to as general account 
assets, special assessment account assets, capital ac
count or bond account assets, sinking fund assets, 
public trust fund assets, or by other descriptive 
designation. 

The current assets of a municipality are the resources 
or forms of wealth which have been provided and are 
available for meeting its current expenses, interest, 
and outlays, for meeting the current claims of credi
tors, and for investment. They include cash, mate-

. rials, and supplies, authorized but uncollected reve
nues, prepayments, advances to fiscal agents, and 
bills and accounts receivable. The terms last men
tioned have substantially the same significance in 
governmental as in private business accounting, and 
for that reason are not specifically defined. The 
accounts of most governments with their assets in
clude considerable amounts of nominal assets in the 
form of uncollectible revenues not properly written 
off. The recorded assets, which represent cash or its 
equivalent in the possession or control of a govern
ment, constitute its actual current assets. 

Invested assets, or investments, are those resources 
or forms of wealth which have been acquired or held 
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by governments for such purposes as securing an in
come from their use, deriving gain from their rise in 
value, avoiding losses that otherwise might be suffered, 
and securing other possible advantages through their 
acquisition and possession. 

General account assets is a term which is employed 
by some cities in referring to their current assets that 
have by their ordinances or accounting usage been 
specially provided or set aside for meeting either their 
expenses and interest or their revenue expenditures. 
Its exact significance in any given case will depend 
upon the objects of the expenditures to be met from 
the same. 

Special assessment account assets is a term which'is 
employed by some cities as the general designation of 
their uncollected special assessments and of the cash 
on hand which has been obtained from special assess
ments and th*e sale of special assessment certificates. 

Capital account assets is a term which is employed 
by the cities making use of the term " general account 
assets," as above stated. It is applied as the designa
tion of all or specified portions of the current and 
invested assets of cities as above defined that are to be 
used for meeting outlays and for the final, amortizing 
of municipal indebtedness. Its exact significance will 
depend in part upon the meaning given to the term 
"general account assets," and in part to the inclusion 
or exclusion of the assets of sinking funds and other 
special funds with investments. 

Trust fund assets is the generic designation of cash 
and invested assets that belong to so-called trust 
funds. These fund assets should receive such addi
tional and specific designations as "Assets of private 
trust funds," "Assets of public trust funds for mu
nicipal uses," "Assets of public trust funds for non-
municipal uses," and "Assets of educational trust 
funds," according to the purposes of the trusts for 
which the funds are provided. 

Municipal properties.—Municipal properties is the 
designation employed by the Bureau of the Census in 
referring to land used by cities and other municipali
ties for governmental purposes, to buildings and other 
more or less permanent structures on said land (other 
than those here called public improvements), and to 
furniture, tools, apparatus, and other equipment having 
a life in service of more than one year, excepting hand 
tools and other small portable tools which may be lost 
or stolen and of which no accounting record is kept. 

These properties are further classified as productive 
and nonproductive. Municipal^ productive properties 
include the land, buildings, structures, furniture, ma
chinery, tools, and other equipment that are used by 
cities and other municipalities in connection with the 
operation of their public service enterprises. All other 
properties of municipalities are spoken of as municipal 
nonproductive properties. 

Municipal public improvements.—Municipal public 
improvements is the term employed by the Bureau of 
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the Census as the designation of those permanent 
structures used by^cities and other municipalities for 
community purposes, which have a value in use but not 
in exchange, and whose value in use is reflected in the 
enhanced value of the property of private persons and 
corporations. They are readily separable into three 
classes, here called municipal highway improvements, 
municipal sewers, and other municipal public improve
ments. Municipal highway improvements is the desig
nation used in speaking of the structures and other 
improvements upon the land belonging to cities and 
other municipalities which are employed for highway 
purposes, including pavements, sidewalks, curbs, 
bridges, tunnels, grades, and fills for highway pur
poses, but not structures for public service enterprises, 
such as railroads, street railways, and revenue-earning 
canals. Under the designation municipal sewers are 
included not only the structures bearing that name, 
but all structures, such as manholes and catch basins, 
forming parts of sewer systems, and also all drain
age canals and open drains. Under the designation 
other municipal public improvements the Bureau of the 
Census includes such public structures as retaining 
walls, unproductive docks and wharves, and unpro
ductive waterways. 

Accounts with assets, properties, and public improve^ 
ments.—When the accounts of governments with the 
value of their properties and public improvements are 
properly kept, they contain approximately correct 
statements of their value in use as determined either 
by their original cost or the cost of their replacement, 
less depreciation. When, however, these accounts are 
improperly kept, they do not contain correct state
ments, and for that reason lose much of their account
ing and administrative importance and can not be 
taken as a basis for a correct judgment concerning the 
financial condition of governments or the results of 
governmental methods of constructing and financing 
improvements. 

Few cities have any trustworthy records of the cost 
or present value of their properties; a still smaller 
number have any intelligible or trustworthy accounts 
of the original cost of their public improvements or 
any data for estimating the present cost of replacing 
them, and few prepare any trustworthy estimates of 
the probable amount to be realized from their uncol
lected revenues. Some improvement has been made, 
however, in this branch of accounting during the last 
few years. Of the factors bringing about this im
provement, one of the most potent has been the 
repeated attempts made by the Bureau of the Census 
to secure correct information with reference to the 
value of governmental properties and public improve
ments. As a result of the progress made in this field 
of accounting, the bureau has been able each year to 
make its statistics of the value of governmental prop
erties and public improvements more trustworthy 
than those of any previous year, although even now 

they are confessedly far from perfect. Statistics of 
uncollected revenue have not, however, been included 
in the report for any year, since tho data obtained with 
reference to this class of municipal assets have not 
been deemed sufficiently trustworthy to warrant pub
lication, and this extension of census statistics of 
assets, properties, and public improvements is there
fore deferred until approximately correct statements 
of these values shall have been prepared by the 
cities. 

Liabilities in private and governmental accounts.—Tho 
first financial statements in balance-sheet form in 
which the word "assets" was tho heading for ono side 
had tho word "liabilities" as the heading for the other* 
These were statements for tho estates of deceased 
persons, as has already been explained. In them the 
word "liabilities" had tho meaning which tho courts 
in that day assigned to it, and which they continue to 
give to it. The word acquired no new meaning when 
it was later used in tho balance sheets of living persons 
as well as in those for tho estates of deceased persons; 
but with tho adjustment of accounts and balance 
sheets to the needs of modern corporations, the word 
"liabilities" has become, in the practice of some 
accountants, a common designation of the debts of and 
claims against tho corporation and of its capital stock 
and surplus. 

In his work "The Philosophy of Accounts," Mr-
Charles E. Spraguo objects to this usage, sinco it con
founds the rights and interests of creditors with those 
of the proprietors of an enterprise. The difference 
between theso rights and interests are stated by 
Mr. Spraguo in the following words: 

1. The rights of the proprietor involve dominion over the assets 
and power to use them as ho pleases, even to alienating them, 
while the creditor can not interfere with him or them except in 
extraordinary circumstances. 

2. The right of the creditor is limited to a definite sum which 
does not shrink when the assets shrink, .while that of the pro* 
prietor is of an elastic value. 

3. Losses, expenses, and shrinkage fall upon the proprietor alone, 
and profits, revenue, and increase of value benefit him alone; not 
his creditors. 

By reason of these differences, liabilities in accounts 
should be fully differentiated from proprietary rightsf 
as* is done in the definition of the two terms which 
follow, and in the accompanying suggested form for a> 
municipal balance sheet. 

The Oxford Dictionary defines liability as "tho con
dition of being liable or answerable by law or equity," 
and.as "that for which one is liable, especially ptf tho 
debts or pecuniary obligations of a person or com
pany/' These definitions are condensed statements 
of a large number of definitions embodied in American 
and British court decisions, according to which Ka-
lUities in accounts are the amounts of money and other 
property and service, expressed in terms of money, for 
which persons, corporations, and governments iire 
liable or answerable by law or equity. 
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Debts or debt liabilities*—In tho accounts of private 

individuals and corporations, and also .in those of 
governments, the most important items listed in 
balance sheots under tho term "liabilities" are debts or 
debt liabilities. Tho Oxford Dictionary defines debt 
as "that which is owed or due; anything (as money, 
goods, or services) which one person is under obliga
tion to pay or render another; a sum of money or 
material thing." The debts of private individuals, 
corporations, and governments are separable into those 
called "contract" and "fiduciary," according asthey 
are founded on or arise from simple contract, or from 
some trust or confidence imposed upon the debtor. 
Tho greator portion of debts arise from contract, and 
call for no special explanation or discussion in this 
connection. The character of those created by assum
ing trusts can best, be stated by first defining trusts 
and their principal classes. 

Trusts are the obligations to hold, use, or expend 
money or wealth in the interest of specified persons," or 
for specified purposes or objects, and may be grouped 
into two general classes: (1) Obligations or responsi
bilities which are strictly trusts in the legal sense of 
the word; and (2) obligations or responsibilities in the 
nature of trusts which involve the relation of agent 
and principal, such as those arising in the case of a 
city acting as agent for the state or other civil division. 
The trusts belonging to the first class are of two kinds, 
private and public. 

Private trusts aro those which concern individuals 
and families and are limited in duration. They are 
obligations and responsibilities to hold or use speci
fied amounts of money or other wealth in tho interest 
of specified individuals, or to expend such wealth in 
their interest or at their behest, or in accordance 
with tho specified conditions of the trust. 

Public or charitable trusts are those which are estab
lished for the benefit of the public at large or of some 
designated -portion of the public, such as the young, 
the poor, or the insane. These trusts are obligations 
to expend specified amounts of monoy or other wealth 
for specified objects or purposes, or responsibilities for 
holding the same in the interest of such objects and 
purposes. 

All public or charitable trusts assumed by private 
individuals and corporations and all guasi trusts as
sumed by them when acting as agent create fiduciary 
debts which are scheduled as such in balance sheets. 
I t is otherwise with municipal and other governments. 
The only municipal trusts that give rise to fiduciary 
debts aro private trusts, the quasi trusts arising from 
agency transactions, and a class of public trusts to 
which the Bureau of the Census gives the designation 
public trusts for wmpmmi&'pal uses, or public trusts 
for objects and purposes for which the municipality 
has no authority to make appropriations. Public 
trusts assumed by municipalities for objects and pur

poses for which the municipality has authority to 
make appropriations are here called public trusts for 
municipal uses. The obligations created by accepting 
these trusts should be shown in balance sheets after 
the title "Reserves," the definition of which is given 
later under "Municipal proprietary interests." 

Municipal debts or debt liabilities.—Municipal debts 
or debt liabilities, or the debts or debt liabilities 
recorded in the accounts of cities and other munici
palities and summarized in their balance sheets, are 
the amounts of money or of property or services 
expressed in terms of money which the municipalities 
owe, or are under obligations to pay, deliver, or 
render. They include, in addition to the debts arising 
from contracts, the fiduciary debts above described. 

Municipal debts may be evidenced by written instru
ments, such as those called bonds, certificates of in
debtedness, mortgages, notes payable, warrants pay
able, audits payable, or by decrees of courts called 
judgments. Further, some municipal debts, like pri
vate debts, are represented by accounts without the 
issue of any formal instrument acknowledging the 
indebtedness. The terms bonds and certificates of 
indebtedness are generally applied to all written in
struments evidencing municipal liabilities given under 
the seal of the city or other municipality issuing the 
same. These instruments are generally given specific 
names when the money for redeeming them is to be 
obtained from certain specified sources. Thus bonds 
and certificates of indebtedness to be redeemed from 
the proceeds of special assessments are called special 
assessment bonds or special assessment certificates; and 
instruments given as evidence of debts to be paid 
from the current tax levy are called revenue bonds, 
anticipation tax bonds, anticipation tax warrants, war
rants, and kindred designations. Instruments evi
dencing municipal indebtedness less formal than those 
mentioned above are called notes payable, warrants 
payable, and audits payable. Liabilities recorded only 
in books of account are called accounts payable, and 
those evidenced by the decisions of courts are called 
judgments. 

The debts or debt liabilities of municipalities may 
be classified in many ways, and the resulting classes 
given many specific designations. Classified with ref
erence to creditor, they are here called actual and 
nominal debts or debt liabilities; classified according 
to the provision made for meeting them, they are 
called current, fixed, and floatinjg liabilities; and clas
sified according to the time when due and payable, 
they are called due and demand debt liabilities, debt 
liabilities not due, and unadjusted debt liabilities and 
claims. 

The actual debts or debt liabilities of municipalities 
are the amounts of money or of property, or services 
expressed in terms of money, which cities and other 
municipalities are under obligation to pay or render to 
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FINANCIAL STATISTICS OF CITIES. 48 
private persons and corporations and to other civil 
divisions* 

The nominal debts or debt liabilities of municipalities 
are (1) the amounts which cities and other munici
palities owe to their funds, departments, or enterprises, 
or which one of their funds, departments, or enter
prises owes or is under obligation to pay to another; 
(2) debts and debt liabilities which under specified 
circumstances or subject to specified conditions munici
palities may be called upon to pay, deliver, or render 
in the future, but for the payment, delivery, or ren
dering of which there are no present obligations; and 
(3) other debts or debt liabilities of municipalities 
represented by credit entries in liability accounts that 
are balanced by identical debit entries in asset and 
other accounts. The nominal liabilities of municipali
ties which do not represent amounts which are present 
obligations to pay or render, but which under certain 
circumstances may become such obligations, are gen
erally called contingent delis or contingent debt liabilities. 

The current debts or current debt liabilities of munici
palities are the debts or debt liabilities of cities and 
other municipalities for the payment or redemption of 
which provision is fully made by cash on hand, by 
revenues (including special assessments) levied but 
uncollected, or by .other current assets provided and 
appropriated for the specific purpose of their payment 
and redemption. The current liabilities of cities and 
other municipalities are readily separable into those 
evidenced by special assessment certificates, revenue 
bonds, warrants, and similar instruments, and the 
fiduciary debts arising from the acceptance of private 
trusts for nonmunicipal uses and from acting as agent 
for other civil divisions. 

The current debts evidenced by special assessment 
certificates are those which will be redeemed from the 
proceeds of special assessments that have been levied 
and collected or are to be collected. The current debts 
evidenced by revenue bonds and by warrants and 
accounts payable are those'which will be redeemed 
from the proceeds of the general property taxes 
already levied, or from cash or other assets from the 
city treasuries; and the current fiduciary debts are those 
arising from the acceptance of private trusts and 
public trusts for nonmunicipal uses, and those arising 
from acting as agent, for meeting which the city has 
cash in the treasury. 

The fixed or funded debts of municipalities are those 
debts or debt liabilities of cities that are evidenced by 
bonds or certificates of indebtedness which have a 
number of years to run, or upon which interest is to be 
paid in perpetuity, but for the amortization of which 
no assets other than those of sinking funds have been 
specifically provided or appropriated. Governments 
at one time applied the term "funded debts" only to 
those of their debts for whose amortization sinking 
fund provisions had been made; but at the present the 
term is used more or less interchangeably with "fixed 

debts" in speaking of the debts evidenced by the 
long-term bonds and certificates of indebtedness 
specifically mentioned above. 

The floating debts or floating debt liabilities of munici
palities are those debts or debt obligations of cities 
and other municipalities for the payment of which 
there is no cash in the treasury, or other assets specifi
cally provided and available for meeting them when 
due. Under this heading the Bureau of the Census 
has tabulated for this report (1) all debts evidenced 
by special assessment certificates, revenue bonds, 
warrants, and accounts payable that have been 
incurred in excess of the amounts received or receiv
able on account of the levies of special assessments 
and general property taxes provided for redeeming 
them; (2) all debts evidenced by special assessment 
bonds to be redeemed from the levies of a succeeding 
year; (3) all debts evidenced by short-term bonds to 
be redeemed from the proceeds of long-term debt 
obligations; (4) all judgments outstanding; (5) all 
indebtedness to public trust funds not evidenced by 
formal bonds or certificates of indebtedness; (6) all 
mortgages; (7) all liabilities growing out of tho rela
tion of agent and principal or the acceptance of pri
vate trusts where no assets to meet them are in the 
treasury; and (8) all debts or debt liabilities which 
havo a number of years to run and which are not 
evidenced by bonds or certificates of indebtedness. 

Gross and net debts.—The term gross debt or gros$ 
indebtedness is employed in this report as tho designa
tion of the aggregate of all outstanding obligations, 
including current, funded, and floating indebtedness; 
and the term net debt or net indebtedness is used as the 
designation of the gross debt less the assets specifically 
appropriated for meeting them. The amount of that 
indebtedness as shown for the individual cities included 
in this report is computed in each case by subtracting 
the sinking fund assets from the total funded and 
floating debt, it being assumed that the current debt is 
balanced by the current assets. The method of com
puting net debt or net indebtedness secures only 
approximately correct statements, owing to the fact 
that the current assets are not always identical with 
current debts; but until cities generally provide more 
accurate statements of the value of such current assets 
as uncollected taxes and uncollected special assess
ments, no more accurate or comparable figures of net 
indebtedness are practicable for all cities. 

Proprietary interests in private accounts.—Proprie
tary interests is the designation here used in referring 
to the amount of money or other wealth which the 
proprietor or proprietors of a private business have 
invested in that business. Its amount in any case is 
always the difference between the assets and the debt 
liabilities of the business. In accounts these proprie
tary interests or property rights of the proprietore are 
represented by credit balances, the same as are the 
liabilities, and in the case of corporations are readily 
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ACCOUNTING TERMINOLOGY. 49 
separable into two classes—those which are recorded 
in the accounts with capital stock, and generally 
represent the original investments of the stockholders, 
and those which are recorded in the accounts with 
the so-called surplus which with a limited number of 
exceptions represent the undivided profits or earnings 
of the business. The difference between the interests 
or rights of the proprietors represented by credit 
balances in one group of accounts, and the claims of 
creditors or liabilities that are represented by credit 
entries in another set of accounts, have been set forth 
on page 46 in the quotation from Sprague's "The 
Philosophy of Accounts." 

Municipal proprietary interests.—Municipal proprie
tary interests is the designation here applied to the 
excess of the value of municipal assets, properties, and 
public improvements over the amount of the munic
ipal indebtedness. This excess, having all been ob
tained from rovenue, may with propriety be spoken 
of as municipal revenue accumulations. Municipal 
proprietary interests, or revenue accumulations, are 
of two distinct kinds: The reserved and the free or 
unreserved. 

Municipal reserves is the designation given by 
accountants to the reserved proprietary interests of 
municipalities. These reserves are of several distinct 
classes, each receiving a descriptive designation. The 
most important of these classes are (1) sinking fund 
reserves, or proprietary interests which represent 
assets that have been set aside or reserved for the 
final amortization of debts; (2) public trust reserves, or 
proprietary interests which represent (a) assets that 
have been received and must be expended for speci
fied purposes or the income of which must be so 
expended, or (jb) real property that has been acquired 
under conditions that require its continual future use 
for specified purposes; (3) appropriation reserves or 
oudget reserves, or proprietary interests that represent 
assets that must be expended for the purposes stated 
in appropriation acts; and (4) reserves for contingen
cies, or proprietary interests which represent assets 
that have b.een set aside in special funds, or otherwise 
appropriated, to meet specified future contingencies, 
such as losses by fire, bad debts, bad investments, or 
depreciation. 

Municipal free or unreserved proprietary interests is 
the generic designation here given to that portion of 
the municipal proprietary interests not properly 
spoken of as municipal reserve as above defined, 
while in ledger accounts this term is the proper desig
nation of the balancing accounts. 

Offsets to municipal assets.—It should be noted in 
this connection that some of the ledger accounts of 
municipalities, like those of private individuals and 
corporations, carry credit balances that do not repre
sent actual proprietary interests, but are offsets to the 
debit balances in asset accounts. Considered as pro-
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prietary interests, the credit balances of these accounts 
are here spoken of as nominal municipal proprietary in
terests, to distinguish them from the actual municipal 
proprietary interests, or the excess of actual assets over 
actual liabilities. I t is better, however, to consider 
these not as actual or nominal proprietary interests, 
but to give them a name descriptive of their special 
character. Designated in this manner they are here 
referred to as offsets to assets. 

MUNICIPAL ACCOUNTING SUMMARIES. 

Use of summaries in accounting.—In governmental 
as well as in private business, accounts are made of 
assistance in administration mainly through the in
strumentality of summaries of the information con
tained therein. Without such summaries it is im
possible for an administrative officer or other person 
to gather from accounts any comprehensive knowl
edge of a given business, and without comparative 
annual summaries, or summaries for two or more years 
arranged in parallel columns, it is impossible to use the 
experience of any one year as a basis for measuring or 
testing the results or outcome of the administration of 
a given city in a given fiscal year. The number and 
character of the summaries that are employed by a 
government determines in large measure, therefore, the 
extent to which its accounts are made of assistance in 
its administration, and the extent to which its citi
zens are given intelligible statements with respect to 
public business. The summaries employed in muni
cipal accounting, like those made use of in private 
accounting, are readily separable into two principal 
classes: (1) Those which exhibit the results or outcome 
of municipal business for a specified period of time, 
and (2) those which exhibit the state or condition of 
that business at a specified time. Municipal sum
maries are given names according to the specific trans
actions to which they relate, or the classes of data 
included. In the succeeding paragraphs descriptions 
axe given of a number of the most important sum
maries of the two classes mentioned. Of these sum
maries, those which relate to municipal business in 
its entirety are referred to as principal, and those 
which relate to some division, or subdivision thereof 
are given such specific designation as fund, depart
mental, functional, or subordinate summaries. 

General income statements of private enterprises.—As 
illustrative of the principles of accounting to be em
ployed in the preparation of municipal summaries, a 
brief consideration is first given to the summaries of 
revenues, expenses, and interest that are used by 
private enterprises. 

The summaries mentioned may be arranged in many 
forms, and given many names. When prepared by 
railroad companies they are given such designation as 
"general income statements," "general income ac
counts/' "summaries of revenues, expenses, and 
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ISTICS OF CITIES. 50 FINANCIAL STAT 
interest/' or "revenue and expense statements." 
They are designed to exhibit the results or outcome of 
the business transactions of a given fiscal year, ex
pressed in terms of the balance between revenues and 
revenue ledger adjustments on the one side and the 
total expenses, interest, and expense ledger adjust
ments on the other. An excess of the former over the 
latter is called income. BYom its net amount for a 
given year are deducted all dividends and other 
apportionments to the stockholders. The portion 
remaining after these deductions is most generally 
called current surplus, the word "surplus" having its 
primitive meaning as given in the dictionaries "the 
excess that remains above what is used or needed," 
being the amount of revenues not used or needed in 
meeting current costs of - operation. The aggregate 
of such undistributed income of the current and pre
ceding years constitutes the total surplus of the enter
prise, or the interests of the stockholders as proprie
tors in the enterprise in addition to the amount of 
such interests represented by the par value of the 
capital stock. The total surplus which constitutes 
the accumulated profit of the enterprise .consists of 
two portions: (1) That which has been set aside for 
specified purposes, such as the amortization of in
debtedness and to provide for future depreciation or 
losses; and (2) all other surplus. The first portion 
constitutes the reserves of the enterprise, and the 
second makes up its unreserved surplus. 

Summaries of increases and decreases of assets, Zio-
lUities, and proprietary interests of private enterprises.— 
While engaged in the work of acquiring and construct
ing its properties a new railroad or manufacturing com
pany records its transactions in a group of accounts 
that are summed up in a statement generally entitled 
"receipts and expenditures on capital account." 
This account is a summary of the outcome or results 
of the business of the corporation in building and 
equipping its road or manufacturing establishment. 
All well-managed corporations have some similar 
summary of their business incident to acquiring their 
working plants. The great majority of private enter
prises which operate with a more or less fixed capital 
stock and funded debt make but few changes from 
year to year in their fixed assets and liabilities, and 
the changes which do take place are of but trifling 
significance. The original statement of receipts and 
expenditures on capital account remains a fairly cor
rect exhibit of the business of acquiring fixed proper
ties and equipment. A different situation exists in 
the case of a great railroad or manufacturing corpora
tion that annually expends vast sums in extensions 
and improvements. These corporations are engaged 
in two quite distinct lines of business: One, the earn
ing of income, or securing a profit; and the other the 
business of acquiring, constructing, and improving 
properties. The results of the first line of business ac
tivity are summed up in the income statements above 

referred to. The results of the second are shown by 
the increases and decreases in assets, liabilities, and 
proprietary interests. These increases and decreases 
are most frequently presented, as is done by the Balti
more & Ohio and other railroad companies, by arrang
ing in parallel columns balance-sheet summaries show
ing (1) conditions at the beginning of the year, (2) con
ditions at the close of the year, (3) increases during 
the year, and (4) decreases for the samo period. The 
data thus exhibited could bo readily joined to the 
general income statement, as a second section of the 
same. A summary thus arranged would exhibit the 
results of all business transactions which are con
tained in the two statements described above. 

Summaries of the outcome of municipal business.— 
The principal object of a private incomo statement is 
to provide information showing the results of the busi
ness operation in increasing or decreasing the amount 
of the proprietary interests of the stockholders. That 
information is valuable in the case of municipalities, 
as in that of private enterprises. Similar summaries 
should therefore be prepared for cities, if municipal 
accounting is to accomplish for governmental busi
ness what is demanded from the accounting of pri
vate enterprises. Of greater importance from an ad
ministrative point of view, however, are summaries 
of the results of municipal administration as the same 
relate to the terms of appropriation acts. The two 
summaries here mentioned should, however, be fully 
differentiated one from the other, or municipal account
ing will-fail to provide all the information required for 
the most efficient administration of city affairs and 
for an intelligent popular judgment concerning the 
outcome of municipal business. Typical summaries 
of the outcome of municipal business of the two kinds 
referred to are presented and described in the para
graphs which follow. The first mentioned are eco
nomic in their character, while the second are mainly 
administrative. The firet, which are designed to show 
the changes effected in municipal proprietary interests, 
are here called "Summaries of municipal revenues, ex
penses, and interest" and "Summaries of net munici
pal receipts and expenditures on capital account," and 
those which are prepared for showing the relation of 
municipal financial transactions to the terms of the 
appropriation acts are called "Budget summaries." 
Consideration is first given to the summaries last 
mentioned, which are from an administrative point 
of view the most important. 

Municipal budget summaries*—The budget sum
maries usually prepared by American cities are state
ments of their ordinary revenues and the expenditures 
made therefrom through the general treasury. Such 
summaries are not complete statements of the financial 
transactions of cities that take place in accordance 
with the provisions of appropriation acts and other 
legislation. Completely to set forth those transac
tions the budget summary of ordinary revenues and 
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ordinary revenue expenditures, like a statement of 
ordinary revenue authorizations, must be supple
mented, as set forth on page 54, by similar summaries 

of the expenditures made from other resources, in
cluding those made from the revenues of special funds. 
Such summaries follow: 

CITY OF A. B. 
BUDGET SIB1MARIES FOR THE FISCAL YEAR ENDING DECEMBER 31,1912. 

A. GRAND SUMMARY OP ALL FUNDS. 

Net budget expenditures for— 
Expenses $7,430,000 
Interest : 1,050,000 
Outlays 4,370,000 

Total governmental costs...; $12,850,000 
Amortization of debts from— 

Premiums on bond sales 2,500 
Special assessments 197,500 
Ordinary revenues 685,000 

Total amortization of debts. 
Payments to state of state revenue collected.. 
Accumulation of special funds: 

Sinking funds 
Public trust funds for municipal uses 
Other funds. 

885,000 
500,000 

295,000 
30,000 
30,000 

Total accumulation of special funds 355,000 

Total net budget expenditures 14,590,000 
Increase in budget reserves 615,000 
Increase in budget surplus 252,500 

Grand total 15,457,500 

Net revenues: 
Ordinary $10,767,500 
Special assessments 807,500 

Totalrevenues T . $11,575,000 
Premiums on bond sates: 

Special assessment certificates... 2,500 
Funded debt bonds 35,000 

Total premiums on bond sales 
State revenue collections 
Borrowings for outlays by issue of— 

Special assessment certificates . 245,000 
Funded debt bonds 3,100,000 

37,500 
500,000 

Total borrowings for outlays 3,345,000 

Grand total 15,457,500 

B. ORDINARY REVENUE SUMMARY OR SUMMARY OP REVENUES AND EXPENDITURES ON GENERAL ACCOUNT. 

Budget expenditures for— 
Expenses $7,395,000 
Interest 725,000 
Outlays 860,000 

Total governmental costs *. $8,980,000 
Amortization of funded debt obligations. 345,000 
Payments to state of state revenue collected 500,000 
Transfer payments— 

To sinking funds 635,000 
To public trust funds for municipal uses. 16,000 

Total transfer payments. 651,000 
Total budget expenditures 10,476,000 
Increase in budget reserves 215,000 
Increase in budget surplus 252,500 

Grand total 10,943,500 

Revenues: 
Ordinary , 

Transfer receipts— 
From insurance investment fund.. 

State revenue collections 

. $10,413,500 
30,000 

500,000 

Grand total 10,943,500 

C. SPECIAL ASSESSMENT SUMMARY. 

Budget expenditures: 
Interest 

Amortization of debts from— 

Special assessments t . 

Grand tota l . . . . . . . . - , . . . . . . * ^-

$45,000 

$855,000 

2,500 
197,500 

200,000 
1.O55.Q00 I 

Revenues: 

Premiums on bond sales 
Borrowings for outlays by issue of special assessment certificates 

$807,500 
2,500 

245,000 

. . 1.055.000 

D. SUMMARY OP RECEIPTS AND EXPENDITURES OP BOND FUNDS. 

Budget expenditures for— 
Outlays 
Transfer payments to sinking funds 

Utlays $2,700,000 
'-■■■*-- 35,000 
Total budget expenditures $2,735,000 

Increase In budget reserves 400,000 
Grand total 3,135,000 

Premiums on bond sales 
Borrowings for outlays by issue of— 

Funded debt bonds 
$35,000 

3,100,000 

Grand total 3,135,000 

E, SUMMARY OP REVENUES, RECEIPTS, AND EXPENDITURES OP SINKING FUNDS. 

Budget expenditures for— 
Interest 
Amortization of debts.. 

$355,000 340,000 
Total budget expenditures., 

Increase in assets 
$695,000 
295,000 

Grand total — - 990,000 

Revenues: 
Ordinary— 

Investment earnings. 
Other revenues 

$120,000 
200,000 

Totalrevenues.. 
Transfer receipts from general fund., 
Transfer from Dond funds 

Grand total. 

$320,000 
635,000 
35,000 

990,000 
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52 FINANCIAL STATISTICS OF CITIES. 
CITY OF A. B.—Continued. 

BUDGET SUMMARIES FOR THE FISCAL YEAR ENDING DECEMBER 31,1912-Continued. 
F. SUMMART OP REVENUES, RECEIPTS, AND EXPENDITURES OP PUBLIC TRUST PUNDS FOR MUNICIPAL USES. 

Budget expenditures for— 

Total budget expenditures 
Ticrw^ iii assets.... T 7 t T. -

Grand total <..--■ - - , •. 

$68,000 

170,000 
30,000: 

100,000 

Revenues: 
Ordinary— 

Grand total 

., 13,000 
82,000 

$34,00* 
16,000 

100,000 

G. SUMMARY OP REVENUES AND EXPENDITURES OP INSURANCE INVESTMENT FUND. 

Budget expenditures for— 
Transfer payments to general fund 130,000 
Increase of assets ; . .- 30,000 

Ordinary— 
Investment wiming*. 160,000 

Grand total* 60,000 I 60,000 

Comparing the six fund summaries given above with 
those of the principal summary, or grand summary of 
all funds, it will be found that the sum of the grand 
totals of the former exceeds the grand total of the latter 
by $826,000. The difference represents the interfund or 
transfer transactions eliminated from the principal sum
mary. Of these transactions, $110,000 were service and 
interest transfers included in the fundsummaries of rev-
enuesbalanced by transfer payments asfollows: $33,000 
in the fund statements of expenses, $2,000 in the fund 
statements of outlays, and $75,000 in the fund state
ments of interest. The other transfers were those here 
called "general," which amounted to $716,000. 

The total of the revenues and premiums on bond 
sales of the principal summary exceeded the total of 
expenses and interest by $3,132,500. Such an excess 
measures the increase in the proprietary interests of 
the city, only when the city has included in its appro
priations those required to make good the deprecia
tion of all municipal properties due to wear, waste, 
obsolescence, and loss. Very few American cities, 
however, whether keeping their accounts on the basis 
of accrued revenues and expenditures, or on that of 
cash receipts and payments, make such appropria
tions. If, therefore, a city preparing its budget sum
maries upon the lines presented above, or on any'other, 
wishes to exhibit the increases or decreases of munici
pal proprietary interests as is done by private enter
prises, it must make adequate appropriations for de
preciation, or supplement those summaries with others 
similar to those presented on pages 53 and 54. This 
procedure is especially necessary in the case of the aver
age city which prepares no budget summary other than 
that of ordinary revenues and revenue expenditures. 

Of the $3,132,500 of excess of current revenues and 
premiums on bond sales over expenses and interest 
shown in the foregoing summary, $1,427,000 were ex
pended for outlays—$862,000 from ordinary revenues 
and $565,000 from special assessments; $885,000 were 
expended for the amortization or payment of debts— 
$685,000 from ordinary revenues, $2,500 from pre

miums on bond sales, and $197,500 from special assess
ments; $355,000 were expended for adding to the 
assets of special funds—$320,000 from ordinary reve
nues and $35,000 from premiums on bond sales appro
priated for such fund purposes; $215,000 were added 
to the unexpended revenue appropriations or budget 
reserves, as they are referred to in the summary; and 
$252,500 were added to the unappropriated resources, 
or budget surplus. In the foregoing statement recog
nition is taken of the duplication of $2,000 in the fund 
outlay statements to which attention has been called 
in a preceding paragraph. 

The word "surplus/1 which is used in the foregoing 
summary and text as a designation of the revenues 
which have not been appropriated and which are at 
the time of preparing the summary available for 
appropriation, is used in strict conformity with its use 
in private accounting. It is the "excess that remains 
above what is used or needed." In the case of private 
enterprises it is the excess of net income after the 
dividends have been apportioned to stockholdere, and 
in the present case it is the excess after all municipal 
authorizations of the appropriation acts or budgets 
have been made. It should be carefully differentiated 
from the excess of revenues over expenses and interest, 
with or without allowance for depreciation. 

The foregoing budget summaries include an in
crease in budget reserves, or the unexpended budget 
authorizations, of $400,000, in addition to those men-
tioned above as resulting from the revenue trans
actions of the year. These reserves represent the in
creases during the year in the unexpended balances of 
outlay appropriations to be financed from the pro
ceeds of the issue of funded debt loans. In like 
manner the outlays as shown in summary C, as met or 
to be met from special assessments, amount to $245,-
000 more than the aggregate expenditures stated 
above as met from current special assessment reve
nues. The difference between the two amounts repre
sents expenditures met from receipts obtained from 
the issue of special assessment certificates. 
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ACCOUNTING ' 
Summaries of municipal revenues, expenses, and in

terest—A summary of revenues, expenses, and interest 
of the city as a corporation or business unit does not 
have the same significance as that of a private enter
prise, although an excess of revenues over expenses 
and jjiterest in the one case as in the other measures 
the current increase in proprietary interests. This 
excess in the case of municipalities is, however, never 
"income" or "profit," as it is in the ease of a private 
corporation or of a municipally conducted public 
service enterprise. I t is the excess of current rev
enues that has been exacted or otherwise provided 
for meeting the cost of acquiring or constructing per
manent properties or public improvements, purchas
ing investments or reducing indebtedness, but is not 
something earned for the proprietors of the business, 
as is private income or profit, but like the stock assess
ments of private enterprises, is something exacted or 
otherwise secured from them. This excess is exacted to 
add to municipal proprietary interests, while the 
revenues used to meet expenses and interest are ex
acted to meet the cost of the community services 
performed. 

A contra-excess, in other words, an excess of ex
penses and interest over revenues, demonstrates that 
the cost of all permanent properties and public im
provements for the current year, and an amount of 
current expenses equal to the given excess, are thrown 
upon the future to be met by future taxes and other 
revenues. Such an excess is not a "loss," as in the 
case of a private enterprise, but is the amount of de
crease in the proprietary interests of the city that has 
taken place during the year as the result of the failure 
of the municipal government to exact sufficient rev
enues to meet current expenses and interest. 

The excess of municipal revenues over municipal ex
penses and interest, such as has been referred to above, 
is designated by some accountants and city officials 
as "surplus," "current surplus," or "current revenue 
surplus." This use of the word has, without doubt, 
arisen from a failure to differentiate the two classes 
of summaries of the outcome or results of municipal 
business to which attention has already been called. 

' The word itself is a proper designation of the accounting 
or administrative excess of revenues over budget ex
penditures, to which attention has been called on page 
50, but is not such a designation of the additions made 
to the municipal proprietary interests. The use of the 
word "surplus" as a designation of such addition can 
not, therefore, fail to give rise to incorrect judgments 
relating to municipal financial conditions. Further, 
when this incorrect use of the word is associated with 
its employment as the designation of the municipal 
budget excess, public accounts and reports are made 
instruments for concealing rather than disclosing the 
outcome of municipal financial business. For this 
reason it is better to speak of the excess of revenues 
over expenses and interest, or the reverse, by some 
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descriptive term that sets forth its true character as 
an addition to, or reduction in, the interests of the 
city as a proprietor in its assets, properties, and pub
lic improvements. 

Summaries of net municipal receipts and expendi
tures on capital account—Summaries of municipal rev
enues, expenses, and interest, such as have been de
scribed above, are not statements of the outcome of 
all the business of municipalities any more than its 
income statement is a complete summary of all the 
business transactions of a great railroad or manufac
turing company, since a city, like those corporations, 
is engaged in annually expending vast sums for increas
ing the properties and public improvements required 
for conducting its business. Municipal summaries of 
revenues, expenses, and interest should, therefore, be 
supplemented, as are the income statements of large 
private enterprises, by statements of the annual in
creases and decreases in assets, properties, public 
improvements, budget surplus, liabilities, and proprie
tary interests. Those increases or decreases are the 
net receipts and net expenditures on municipal capital 
account. 

Commercial summaries of the outcome of municipal 
business.—The following are two pro forma commercial 
summaries of the outcome of municipal business, or sum
maries such as have been described above, showing the 
economic results of the current financial transactions. 
The first is a summary of the revenues, expenses, and 
interest of an average American city having from 
300,000 to 500,000 inhabitants in which substantially 
one-fourth of the annual revenues is available for pur
poses other than meeting current expenses and interest. 
The second is a statement of the incre(ises and decreases 
in- the municipal assets, properties, public improve
ments, budget surplus, liabilities, and proprietary 
interests expressed in terms of net current municipal 
receipts and expenditures on capital account. 

Summaries such as the following, like correspond
ing statements of private enterprises, to have any 
significance or administrative value must be accurate 
and complete, and the accounting on which they are 
based must be of such a character as to provide data 
for preparing the same promptly at the close of the 
fiscal periods to which they relate. 

To be complete and accurate, the revenues shown 
in summary A should include the general property tax' 
and the special assessments levied for and other reve
nues credited to the period to which the summaries 
relate, other than amounts of such revenues abated 
or canceled, or that probably will be abated or can
celed for. any reason, and all amounts returned or 
that will probably be returned by reason of error 
or otherwise. They should also include all amounts 
that during the year were (1) added to the book 
value assigned at the beginning of the year to the 
revenue assets of that time, and (2) all amounts 
deducted from municipal liabilities as stated in the 
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54 FINANCIAL STATISTICS OF CITIES. 
ledger at the beginning of the year. The expenses as 
stated in the same summary should include all current 
costs for collecting revenue and all losses by defalca
tion, bank failures, and kindred causes, and the depre
ciation in the value of permanent properties and equip
ment by waste, wear, and obsolescence, other than 
amounts of such expenses which have been returned 
or are to be returned by reason of error or otherwise. 
They should also include all amounts that during 
the year were (1) deducted from the book value 
assigned, at the beginning of the year to the assets, or 
(2) that were added to the municipal liabilities as 
stated in the ledger at the beginning of the year. In 

Balances from revenue, expense, and interest accounts 1950,000 
Decrease In budget surplus 600,000 
Net receipts, other than premiums, from issue of funded debt obligations.. 2,300,000 

Grand total 3,850,000 

Summaries, such as those given above, should be 
accompanied with-supplementary summaries of two 
different kinds, one by administrative funds arranged 
on substantially the same lines as the foregoing, and 
the other presented in greater detail. The latter 
should, with other information, exhibit the amounts 
of the principal classes of revenue, the classes 
of debt on which interest is paid, and the principal 
objects of expense. The revenues and expenses of 
public service enterprises should be given separately 
from other revenues, and from the expenses of the 
general departments. The supplementary summaries 
should include all revenues received by or credited to 
one departmental fund which had been paid by or 
debited to another as expense or interest. The dif
ferences between the totals for those supplementary 
summaries that result from the different methods of 
treating inter-fund or interdepartmental transactions 
should be explained in a statement or note reconciling 
the two classes of summaries. 

A careful comparison of summaries of revenues, ex
penses, and interest, and of municipal receipts and 
expenditures on capital account with the budget sum
maries on pages 51 and 52 discloses the great accounting 
and economic differences between a municipal budget 
surplus and an increase in the municipal proprietary 
interests of cities. It also demonstrates the need of 

like manner the interest as stated in the summary 
should include all accruing costs for the use of credit 
capital other than the amounts of such costs that have 
been previously received and have been or are to be 
returned. Further, for summaries such as the forego
ing, all revenues received by or credited to one depart
mental fund which have been paid by or debited to 
another, as expense or interest, should be eliminated, 
so that the amounts given are in all cases net. Only 
by a strict observance of the foregoing accounting 
rules can a given summary be used in making com
parisons with similar summaries of other cities. (See 
text on page 32 relating to ledger adjustments. 

Gross outlays (expenditures for properties and public improvements)... $5,100,000 
Less depredation 1,760,000 

NetoutlayB 3,350,000 
Expenditures to increase sinking fund assets 400,000 
Expenditures to increase assets of public trust funds for municipal uses.. £0,000 
Expenditures to increase assets of other reserve funds £0,000 

Grand total 3,850,000 

an accounting terminology that will enable city officials 
and private accountants to avoid the confusion and 
inaccuracy of statements that follow the use of a single 
word as the common designation of such dissimilar 
accounting balances as those found in the two classes of 
summaries. 

Summaries of municipal receipts and payments.— 
Under tho foregoing title consideration is first given 
to summaries of the results or outcome of municipal 
business as the same are embodied in the statistics of 
this report. For reasons stated in the preceding pages, 
which arise from tho general use on tho part of Ameri
can cities of accounts with receipts and payments of 
cash, rather than with accrued revenues and expend
itures, those summaries are, with modifications pre
viously explained, summaries of municipal receipts and 
payments. The summary and comparisons based 
thereon, which follow, set forth a concrete and 
analyzed statement of the receipts and payments for 
the fiscal year 1912 of the average of the nine cities 
covered by this report, each of which in that year 
had from 300,000 to 500,000 inhabitants. Similar 
summaries provided in local reports should present 
in parallel columns the receipts, payments, and bal
ances of the current and preceding years, and the 
increases and decreases in the amounts of the several 
classes of receipts, payments, and balances. 

C I T Y O F A, B . 

COMMERCIAL SUMMARIES OF FINANCIAL TRANSACTIONS FOR THE FISCAL YEAR ENDING DECEMBER 31, 1912. 
A. SUMMARY OF NET REVENUES, EXPENSES, AND INTEREST. 

$8,100,000 
1,750,000 
9,850,000 
1,200,000 
050,000 

12.000.000 

111,960,000 
40,000 

12.mn.o0o 

B. SUMMARY OF NET CUBRENT RECEIPTS AND EXPENDITURES ON CAPITAL ACCOUNT. 
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CITY OP A. B. 

SUMMARY OF RECEIPTS AND PAYMENTS FOR THE FISCAL YEAR ENDING DECEMBER 31, 1912. 

55 

PAYMENTS. 

From revenues $11,000,081 
Service and interest transfers 248,621, 

Net revenue receipts 111,651,460 
From transactions creating debU 8,048,919 
From sales of investments 360,000 
From sales of supplies 16,827 

For governmental costs: 
Expenses 
Service transfers.♦.. 

$8,040,375 
26,817 

Net payments for expenses,. 
Interest 
Interest transfers 

1,201,743 
114,361 

Total net receipts for governmental purposes 20,077,206 
Service and interest transfer receipts 248,621 
General transfer receipts S,958,006 
Other counterbalancing receipts 246,361 
Cash balances at beginning of year 5,283,809 

Net payments for interest. 
Outlays 
Service transfers 

5,050,757 
107,443 

$3,013,553 

1,087,382 

Net payments for outlays . 4,943,314 
Net payments for governmental costs.. 

For amortization of debts 
For purchase of investments 
For purchase of supplies 

Total receipts and balances 31,814,003 

14,044,254 
4,963,209 

700,000 
37,472 

19,744,935 
248,621 

5,958,006 
246,361 

5,616,080 

Total payments and balances 31,814,003 

Total net payments for governmental purposes. 
Service and interest transfer payments 
General transfer payments 
Other counterbalancing payments 
Cash balances at close of year 

Excess of revenue receipts over payments for expenses and Interest., 
Excess of governmental cost payments over revenue receipts 
Increase in value of investments 
Increase in value of supplies 
Increase in indebtedness 
Increase of cash on hand ; 

$2,550,520 
2,392,794 

340,000 
20,645 

3,085,710 
332,271 

A summary such as the foregoing, if included 
in city reports, should be accompanied by detailed 
exhibits stating the receipts and payments of the 
various city funds classified as shown in the summary, 
substantially as has been done in the case of budget 
summaries on pages 51 and 52. I t should also be 
accompanied with other exhibits showing subclasses 
of receipts and payments summarized above for the 
average of nine cities, and given in detail for this 
group of cities and for each of the cities in Tables 4 to 
21 of this report. In exhibits of the class last men
tioned, receipts and payments should, however, be 
given with more detailed classifications and subclassi-
fications than are possible of presentation in statistics 
such as those of this report. 

The foregoing summary shows that the average 
revenue receipts for the nine cities covered by the 
statement exceeded the average of their payments 
for expenses and interest by $2,550,520. It also 
shows that the average receipts of the same cities 
as the result of transactions which increased their 
indebtedness, in excess of their payments for amortiza
tion or reduction of debts was $3,085,710, and these 
receipts from this net increase of indebtedness were 
expended for increasiug the value of their properties, 
public improvements, investments, and supplies, or 
were added to the amount of cash on hand. From 
an economic or accounting standpoint these figures 
with the other figures of the summary demonstrate 
that the cities are incurring indebtedness to meet the 
costs of some of their new properties and public im
provements, and to accumulate assets in special funds 
and cash in the general treasury. The exact uses of cash 

receipts from revenue and from borrowings of various 
kinds can, however, only be shown by budget sum
maries of cash transactions, substantially as has been 
shown for the case of accrued revenues and accrued 
expenditures in the summary on pages 51 and 52. 

If a city having accounts on the basis of cash re
ceipts and payments, ,either holds its books open for 
some days after the close of the fiscal year to audit 
the accrued claims for services and materials, or se
cures the presentation and audit of all such claims 
before the close of the year, its summary of cash pay
ments would be such as that contained in the census 
reports. It would be practically identical with the 
summary of the expenditures of a city with accounts 
on the basis of accrued revenues and accrued expendi
tures, which does not include depreciation among its 
expenses. 

An accurate statement of municipal revenue re
ceipts will seldom be identical with that of municipal 
revenues in the case of any city. The significance 
of the difference will depend, in the case of any 
individual city, upon the time for levying the general 
property tax for a given fiscal year. In the case of 
cities such as those of the state of Ohio, to which 
attention has been called on page 33, in which this 
tax for a given fiscal year is levied and a considerable 
part collected before the beginning of the year, the 
statement of revenues accrued, if substituted for that 
of revenue receipts, will give slightly greater accuracy 
to all summaries of municipal transactions. I t is 
quite otherwise with cities such as Chicago, HI., 
referred to on the same page, for which no part of 
the general property tax levied for a given fiscal 
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ISTICS OF CITIES. 56 FINANCIAL STAT] 
year is ever collected until some months after the close 
of the year. For such cities statements of accrued 
revenues will almost always be less accurate and 
comparable than those of revenue receipts. 

The foregoing statements with reference to the rela
tive value and importance of municipal summaries of 
revenues, expenses, and interest, and those of revenue 
receipts and payments for expenses and interest, are 
predicated upon the supposition that the two classes 
of summaries are compiled with equal accuracy and 
completeness. At the present time, however, the 
greater number of summaries of accrued revenues, ex
penses, and interest, that are presented by American 
cities in their published reports, are more or less de- j 
fective, and thus misleading, because they overstate 
the amount to be realized from taxes levied but uncol
lected, and by reason of the fact that they contain no 
scientifically prepared statement of current deprecia
tion. The factors of error which result from these 
defects are greater than thb difference between the 
revenues collected and the true accruals of an average 
city for an average year, or that between the average 
warrant expenditures and the accrued expenditures of 
the same city. This is the case even in such cities as 
those of Ohio," and is especially the case in such cities 
as Chicago, HI., to which attention has been called 
above. Hence, though governmental summaries of | 
accrued revenues and expenditures form theoretically j 
a better measure of the results or outcome of municipal 
transactions than summaries of cash receipts and war- I 
rant expenditures, their general adoption and use will 
ultimately, depend more upon the development of 
plans and methods for preparing correct estimates of the 
amounts to be realized from uncollected revenues and 
of the amount of depreciation that has taken place in, 
property values than upon their theoretical superiority, j 

The summary of cash receipts and payments given I 
above for the average of the nine cities having from I 
300,000 to 500,000 inhabitants each shows the excess 
of governmental cost payments over revenue receipts. 
Table 4 gives similar information relating to every city 
covered by this report. The excess referred to meas
ures for all but 49 cities the extent to which the cities, 
for purposes of convenience or for reasons of public 
policy, have incurred governmental costs in excess of 
collections from, or levies upon, their taxpayers. The 
excess of revenue receipts over governmental cost pay
ments, which is shown in Table 4 for 49 cities, meas
ures the extent to which revenues have been exacted 
or otherwise obtained in excess of the current expen
ditures for governmental costs, and is available for 
increasing the cash on hand, for purchasing investments, 
or for reducing indebtedness. 

Summaries of municipal budget receipts and pay- \ 
ments.—Summaries of budget transactions by a city 
whose accounts are on the basis of receipts and pay
ments of cash, rather than on that of accrued revenues I 
and expenditures, differ from similar summaries of 
cities with accounts on the basis of accrued revenues 

and expenditures only in the following respects: Where 
the summaries of the cities of the class last mentioned, 
such as those given on pages 51 and 52, have the words 
"revenues," "ordinary revenues," and "special assess
ments," the summaries of the cities with accounts on 
the basis of cash receipts and payments should have 
the words "receipts from revenues," "receipts from 
ordinary revenues," and "receipts from special assess
ments;" and in turn, where the preceding summaries 
have the words "expenses," "interest," and "out
lays," the others should have the words "payments for 
expenses," "payments for interest," and "payments 
for outlays." The budget surplus in the case of the 
city with cash accounts always represents unappro
priated cash balances, and the current additions to 
such surplus represent increases in the amount of such 
unappropriated cash, while in the case of the other 
cities the budget surplus represents the unappropriated 
and unincumbered current resources and the additions 
to the same during the year. 

As the basis of preparing estimates of revenues and 
fixing the tax levies for a given year, budget sum
maries of accrued revenues and expenditures must be 
practically converted into cash summaries, or inter
pretations must be placed upon them on the basis of 
cash receipts and payments, or the summaries will be 
of but small administrative assistance in the prepara
tion of the financial programs of the ensuing year. 
For this reason, even though accounts on the basis of 
accrued revenues and expenditures may be introduced 
in the future, that introduction will not wholly do 
away with the administrative value of summaries of 
budget receipts and payments. 

Summaries of municipal budget payments, by funds 
and objects.—On pages 51 and 54 attention has been 
called to the desirability of accompanying condensed 
budget summaries of revenues, exponsos, and inter
est, and summaries of receipts and payments, with 
supplementary statements in greater detail, as by 
funds for both receipts and expenditures, and in 
the case of expenditures by governmental functions 
and by object of expenditure or payment. The comp
troller of the city of New York has in the past two 
years introduced into his published monthly reports 
fund summaries of municipal payments, which are fur
ther classified by the objects described in the budget. 
The following statement presents for the year ended 
December 31, 1913, a summary of the total voucher 
registration of all funds, for which the local report fur
nishes details as well as gives the grand totals which are 
shown on page 57* 

The items marked by an asterisk in the following 
statement should be analyzed and presented in greater 
detail and with headings that are applicable to all 
cities, and not merely to the city preparing the report. 
The imperfection in the statement hero noted is the 
result of an imperfect way of preparing the budget t 
and making appropriations rather than of the comp
troller's method of making the report. 
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Budget expenditures: 

Payrolls $101,369,112.43 
Contracts . 83,098,550.38 
Open-market orders. 5,588,049.12 
Interest on city debt 44,821,062.46 
Redemption of city debt 444,459,955.22 
Amortization installments to sinking funds.. 8,725,597.17 
Jurors' fees 637,069.75 
Charitable institutions 4,692,129.65 
Pension funds 2,874,031.90 
State taxes 7,947,031.96 
To provide for deficiencies in revenue due to 

uncollectible taxes.... 2,300,000.00 
Rents 1,115,671.02 
Sundry educational expenditures *2,981,934.21 
Judgments and claims *1,146,06L10 
Acquisition of property for dock improve

ment, rapid transit, new courthouse, and 
other municipal purposes *28,269,668.24 

Refunds of taxes, assessments, and water 
rents . . 497,506.03 

Sundry expenditures by board of water-sup
ply for new water system, etc *3,805,720.84 

Various departmental expenditures . . *2,440,440.23 
Surplus water revenue paid into sinking fund. 1,439,167.89 

Total oxpendituro and outlay registration.. 748,208,759.60 

iTicome statements of municipally conducted public 
service enterprises.—The accounting principles em
bodied in the preparation of an incomo statement for 
a private enterprise set forth on pages 49 and 50 should 
be employed by cities in tho preparation of income 
statements of all their municipally conducted public 
service enterprises, such as water-supply systems. 
Such a statement, arranged on lines such as those em
ployed by the Baltimore & Ohio Railroad in the 
preparation of its annual income statement, is here 
presented. 

C I T Y O F A . B , 

INCOME STATEMENT OF THE T7ATEB-SUPPLY SYSTEM FOK THE FISCAL 
TEAK ENDING DECEMBER 31, 1012. 

Water service revenue or earnings: 
From water services for public 15,500,000 
From water services for city . 60,000 

Water service expenses: 
General expenses, or overhead charges....... „ 25,000 
Operating expenses. 2,000,000 
Maintenance expenses, including repairs, replacement,. 

and depreciation 1,500,000 

$5,550,000 

3,525,000 

Water service income or net earnings 2,025,000 
Revenues of incidental operating properties and enterprises 

and special funds» „. . .7r7. . . . . .7 . (100,000 
. Expenses of incidental operating properties and enterprises 

and special funds i . 7 . . ™ . . . ™ . 460,000 
Income or net earnings of Incidental operating properties and enter

prises and special funds 140,000 
Total income or net earnings of enterprise.. , . . . ; . . . . . .*..... 2,165,000 
Interest on debt obligatlonsof enterprise * 400,000 
Netincomeof enterprise....*. . . . . . . . . 1,765,000 
Disposition of net income: 

JFou ' " -our per cent of the amount of municipal proprietary interests 
of the d t y i n the enterprise. 1,400,000 

Current surplus or profit • 365,000 

' Proprietary interests of d t y in the enterprise a t beginning of year *. . 35,000,000 
N e t income of enterprise for year. * 1,765,000 

Proprietary interests of d t y in the enterprise a t close of year* 36,765,000 
1 The incidental operating properties and enterprises of the system include its —i-t. *_,_._.*-.. . - r ^ i - *:__. **_._„.* " - ' - , 1 t ——**— ,and doing 

„ * Of the current surplus. 150.000. representing the tocsrease during the year on 
the assets of sinking and depredation funds, was added to "reserves," and the 
jemainder, $315,000. was added to the unreserved accumulated surplus, as was also 
the $1,400,000 earnings of the munidpal proprietary interests at the beginning of 
theyear. 

jNostatemratlsinadeofaccnmulatediwrplusorprofi^ 
w the same are now available on the part of any dty. 

In the foregoing income statement of a typical 
municipally operated water-supply system a deduc
tion from net income is made equal to 4 per cent of the 
amount of the municipal proprietary interests in the 
enterprise at the beginning of the year. Such a 
deduction corresponds to the dividends paid to the 
stockholders of a private enterprise. This is made on" 
the basis of the average rate paid by American cities 
at the present time for the use*of credit capital. In 
the case of a city paying a higher or lower rate of 
interest the computation should reflect the actual 
average rate paid by the city. Without making this 
deduction, the income statement of current surplus 
or profit of a municipally operated water-supply sys
tem is not comparable with that of a privately owned 
system. (For a more complete statement with refer
ence to accounting for public service enterprises and 
the preparation of income statements or other sum
maries of revenues, expenses, and interest, the reader 
is referred to a pamphlet published by the Bureau of 
the Census entitled "Uniform accounts for systems of 
water supply.") 

Comptrollers' auditing summaries.—The comptroller 
of the city of .New York, K. Y., presents in tlie 
monthly reports of the financial operations of that city a 
statement by funds of the registration and auditing of 
vouchers or claims against the city, and the action of 
the department with reference to those claims, showing 
separately the auditing deductions from the face of 
those claims as presented, and the cancellation of 
claims, the liquidation of claims by the issue and 
registration of warrants in satisfaction of the claims, 
and the amount of unaudited claims remaining at the 
close of the period covered by the statement. State
ments are presented showing the action of the depart
ment with reference to the vouchers presented for each 
month, and for the whole or that portion of the year 
that has elapsed at the date for which the statement 
was prepared. The following is a condensed repro
duction of the statement contained in the report for-

the year ended December 31,1913. I t omits the de
tails by accounts or other classification and gives only 
the totals of the five funds covered by the printed 
report: 
Unaudited Touchers January 1,1913 $6,176,446.18 
Vouchers registered from January 1 to December 31, 

1913.....?. 752,175,844.10 
Auditing deductions from and cancellation of claims 

by department of finance 3,967,084.50 
Vouchers liquidated by issue of warrants. 751,475,821.06 

Balance unaudited vouchers December 31,1913., 

$758,352,290.2$ 

755,442,905.66 

2,909,384.72 

The foregoing summary presents a very important 
fact concerning the administration of the comptroller's 
office that is too frequently omitted from accounts as 
well as reports of city auditing or comptrolling offices. 
I t is the fact that, by careful attention to the duties of 
his office, the comptroller has eliminated in twelve 
months a total of $3,967,084.50 of illegitimate or 
exaggerated claims which constituted an aggregate of 
over 0.5 per cent of the claims approved during the 
same period and liquidated by the issue of warrants. 
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58 FINANCIAL STATISTICS OF CITIES. 

These statements presented month by month show 
the amounts of the claims that were unaudited at the 
close of the several months, and thus indicate a measure 
of the promptness with which the claims of creditors 
of the municipality are acted upon. 

Balance sheets in private "business.—The term 
4'balance sheet" is quite generally used by accountants 
in private business as a designation of the statement 
compiled from the books of a solvent concern which 
lave been kept by double entry, showing on the one 
side the assets and on the other the liabilities and 
proprietary interests of the concern at a particular 
moment of time. As stated by Lisle in his "Account
ing in Theory and Practice:" " I t is prepared for the 
purpose of showing the financial condition of the con
cern at a particular moment of time, and should be so 
classified and arranged as to give the clearest and 
fullest idea of the financial condition of the concern." 
In arranging the balance sheet all nominal assets and 
liabilities should either be shown separately in a 
supplemental statement, or, if given in the balance 
sheet proper, should be so designated that their 
character will be readily perceived. Offsets to assets 
shown by credit balances in proprietary interest 
accounts should be shown on the balance sheet on the 
side of assets as deductions from the value of the 
assets to which they relate and not given as "reserves" 
or otherwise on the side of proprietary interests and 
liabilities. 

In arranging balance sheets accountants of the 
United States, Scotland, and continental Europe place 
the assets on the left-hand side and the liabilities and 
proprietary interests on the right-hand, while the 
English accountants place the assets on the right-
h,and side of the sheet. When comparative balance 
sheets are prepared showing the condition of the busi
ness at the close of two or more fiscal periods, they 
are generally arranged with the liabilities and proprie
tary interests below the assets and not as described. 
The same form is also quite commonly employed in 
presenting the balance sheets of a number of funds of 
a given enterprise or government as is done on pages 
51 and 52 of this report. 

A special form balance sheet, known as "the double 
account form," is used by many corporations, such as 
railways, in presenting a statement of their financial 
condition. This form is prescribed in Great Britain 
for companies, such as railways, formed to undertake 
public works under sanction of acts of Parliament. 
Its distinct characteristic is that since the money 
authorized to be spent is provided for a specific purpose, 
such as the construction of a railway, the fixed assets 
and the fixed liabilities and proprietary interests are 
separated from the current assets and current lia
bilities and current proprietary interests of the 
concern, the fixed assets, liabilities, and capital stock 
being kept in an account and shown in a statement 
called " receipts and expenditures on capital account," 
and the other assets, liabilities, and proprietary in

terests forming the "general balance sheet" of the 
concern. An excess of the so-called capital receipts 
over the amount expended for the fixed assets shows 
the amount of those receipts which have not been 
applied to the specific purpose for which they were 
secured but are still available for such use, while any 
excess of expenditures for fixed assets over capital 
receipts measures the floating debt of the so-called 
capital account. The balance of the capital account 
is carried to the general balance sheet and represents 
either the indebtedness of capital to revenue or that 
of revenue to capital. Several modifications of the 
double account form of balance sheet are employed by 
municipalities, of which mention is made in later 
paragraphs. 

Municipal balance sheets*—Owing to the fact that 
hitherto the Bureau of the Census has been unable, as 
previously noted, to secure any trustworthy statistics 
of the value of all municipal assets, properties, and 
public Improvements, it makes no attempt to present 
complete balance-sheet summaries for the cities cov
ered by this report. The fullest possible statements 
of the value of actual assets other than uncollected 
taxes and special assessments, and of the properties, 
public improvements, and investments of the cities, and 
of their actual liabilities are presented, however, but 

* no comparative statement of assets, properties, pub
lic improvements, liabilities, and proprietary interests 
for all cities will be prepared by the Bureau of the Cen
sus until such time as reliable data can bo obtained 
for at least a majority of the cities concerned. 

At the present time a number of cities annually 
prepare what they call balance sheets, some of which 
are more or less complete statements of assets, liabili
ties, and proprietary interests. Somo of these are 
arranged in a single division, and others in two or more 
divisions. Of the latter class of balance sheets some 
embody a few of the characteristics of the double-form 
balance sheet of corporations referred to above, and 
still others present separate exhibits of the condition 
of the various administrative funds or accounts of the 

| city. The designation municipal balance sheet or 
consolidated municipal balance sheet is used in this 
report only in referring to a complete statement of the 
financial condition of the municipality showing its 
assets, liabilities, and proprietary interests as is done. 
in the balance sheet of private corporations. Other 
statements of municipal financial condition are given 
other descriptive designations, some of which are set 
forth in the paragraphs which follow. 

Municipal current, Jund, or budget balance sheet*.— 
Of the various statements of financial condition in 
balance-sheet form that are being used by American 
cities, none are of greater administrative value or 
popular interest than statements of the current assets 
and current and floating liabilities, appropriation 
reserves, and surplus of the various current or budget 
funds of a city, constituting what is here called a 

J municipal current, fund, or budget balance sheet, cor-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1912



ACCOUNTING TERMINOLOGY. .59 

responding somewhat in their aggregate to that 
division of the commercial double-form balance sheet 
to which most accountants give the designation "gen
eral balance sheet." The summary for all current 
funds differs, however, from the sheet referred to 
because all the revenue accumulations or proprietary 
interests of a city are derived from its current transac
tions, and the municipal current balance sheet must 
be closed into the general balance sheet instead of the 
reverse, as in the case of the double-form private 
balance sheet. 

In a properly prepared municipal current or fund 
balance sheet, such as is here described, there should 
be shown on the liability side or in the liability section 
a detailed statement of the city's current debts, in
cluding those which arise from contracts and private 
trusts, and public trusts for nonmunicipal uses, so 
arranged as to exhibit (1) the outstanding warrants, 
judgments, and other duo and demand debt liabilities 
to be met from general revenues; (2) fiduciary debts 
that constitute due and demand liabilities to be met 
from the assets received when the liabilities were cre
ated or assumed; (3) claims awaiting audit that will 
probably become due and demand liabilities within the 
next few days; and (4) other current and floating debts 
arranged in the order in which they fyecome due with 
reference to the assets from which they are to be paid. 

On the same side or same general section should be 
shown after the liabilities a detailed exhibit of the 
proprietary interests, or the excess of current assets 
over the current liabilities. This should be so ar
ranged as to show the reserves for meeting current 
appropriations (1) for expenses and interest, and (2) 
for outlays—both classes of reserves being so subdi
vided as to state these reserves on account of (a) 
contracts, (6) market orders, and (c) unincumbered 
appropriations. 

The assets should be given in detail on the left-hand 
side of the summary or in a section for assets and 
arranged in an order that corresponds in a general 
way with the order of the liabilities, and one which 
will most readily show the relations of the various 
classes of liabilities and reserves and the assets avail
able or provided for meeting the same. For a city in 
which the assets are less than the liabilities and re
serves there will be a balancing account on the left-
hand side of the balance sheet, or in the section for 
assets, showing the excess of the liabilities and re
serves over the assets, which is here referred to as a 
current budget deficit. The current budget surplus of 
such a sheet shows, if correct in its statement of assets, 
liabilities, and reserves, the amount of unappropriated 
resources, or resources that are available for future 
appropriations; and the current budget deficit, if one 
exists, shows the current liabilities accrued and ex
penditures which are authorized in excess of the assets 
provided for meeting them. 

The following is a summary current, fund, or budget 
balance sheet for an average municipality having from 

300,000 to 500,000 inhabitants. The summary is pre
sented in f our sections or divisions, one each for the gen
eral fund, special assessment funds, bond funds, or funds 
derived from ordinary revenue, special assessments, 
and the proceeds of long-term bond issues other than 
special assessment certificates. The totals for these 
three funds are shown in a fourth division of the table, 
but not one of the divisions of the summary includes 
any assets, liabilities, or reserves of sinking funds or 
public trust funds for municipal uses, which are 
properly included in the general balance sheet to 
which attention is called in a later paragraph. 

CITY OF A. B. 

SUMMARY CURRENT BALANCE SHEET AS OP JANUARY 1,1913. 

ASSETS. 

Cash 
Revenues accrued but not 

collected (estimated) .% 
Revenues authorized but not 

accrued (estimated) 
Other accounts and bills re

ceivable. , 
Nominal and contingent 

Bonds authorized but 
not issued. 

Due from other city 
funds 

Revenues and accounts 
receivable In suspense.. 

Total assets 
tUBILITlES. 

Due and demand: 
Warrants (or audits) 
Unaudited vouchers 
Trust and agency liabili

ties , 
Other due and demand 

liabilities 
Revenue bonds and certifi

cates of current indebted-

but 

Nominal and contingent 
assets: 

Bonds authorized 
not issued _ 

Due to other city funds.. 
Revenues and accounts 

receivable in suspense.. 

Total liabilities. 

Excess of assets over liabili
ties < 

Budget reserves for expenses 
and interest: 

On contracts.... , 
On market orders 
Unincumbered appro

priations for expenses 
and interest 

Total budget reserves 
for expenses and in
terest . . . . . . . . . . . . . 

Excess of current assets over 
liabilities and budget re
serves for expenses and in* 
terest*. 

Budget reserves for outlays: 
On contracts 
On market orders....... . 
Unincumbered appro

priations for outlays •., 
Total budget reserves 

for outlays 

Excess of assets over liabili
ties and all budget reserves 
(budget surplus) 

All funds. 

$5,000,000 

* 3,000,000 

*13,000,000 

250,000 

3,000,000 

210,000 

500,000 

25,500,000 

400,000 
850,000 
525,000 
100,000 

1,550,000 

3,600,000 
210,000 
500,000 

7,735,000 

17,825,000 

125,000 
400,000 

8,000,000 

8,525,000 

9,300,000 

3,175,000 
415,000 

2,680,000 

6,270,000 

3,030,000 

General 
funds. 

$1,700,000 

12,900,000 

12,000,000 

250,000 

500,000 

17,350,000 

250,000 
725,000 

525,000 

100,000 

850,000 

210,000 

500,000 

3,160,000 

14,190,000 

100,000 
400,000 

8,000,000 

8,500,000 

5,690,000 

100,000 
100,000 

2,460,000 

Special 
ssessmen 

funds. 

$400,000 

100,000 

11,000,000 

100,000 

10,000 

1,610,000 

50,000 
75,000 

700,000 

100,000 

925,000 

685,000 

25,000 

25,000 

660,000 

575,000 
75,000 

10,000 

Bond 
funds. 

$2,900,000 

3,500,000 

200,000 

6,600,000 

100,000 
50,000 

3,500,000 

3,650,000 

2,950,000 

2,660,000 

3,030,000 

660,000 

2,950,000 

2,500,000 
240,000 

210,000 

2,950,000 

i Total revenues booked, less onsets for abatements and cancellations. 
* Balance carried to balance sheet for receipts and expenditures on capital 

account. 
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TSTICS OF .CITIES. 60 FINANCIAL STAT 
The budget surplus or excess of current assets over 

current liabilities and cunent appropriations or budget 
reserves shown in the foregoing summary is the amount 
of unappropriated resources of the city, or the amount 
of these resources that is available for future appro
priation. The-amount of this surplus as stated in the 
summary differs but little from that of the uncollected 
revenues of previous years. It should always be as 
large as, if not larger than, the amount of such assets 
or the city will be obliged from time to time to "make 
undue use of public credit to finance the costs of the 
common services to be rendered by it. This surplus 
is to be carefully differentiated from the proprietary 
interests of the city, in the current assets as has been 
previously mentioned. In the present case, as in 
practically all other cases, the budget surplus consti
tutes but a small part of the municipal proprietary in
terests or excess of assets over liabilities. 

The foregoing balance sheet shows an excess of cash 
over due and demand liabilities of $3,125,000. This 
excess cash is largely that which has been obtained 
from the issue of long-term bonds to finance new prop
erties and public improvements. This large excess is 
required in the case of many cities which are com
pelled to sell bonds before any contracts are awarded 
for the construction or acquisition of properties and 
public improvements to be financed by long-term bond 
issues. The city of New York has demonstrated the 
economy and wisdom of a procedure under which bonds 
are sold only as the money derived from their sale is 
needed for paying for properties and public improve
ments. This procedure avoids useless interest pay
ments while awaiting the completion of costly munici
pal properties and public improvements. The budget 
reserves on account of operating, costs and losses, 
including expenses and interest, are stated separately 
from reserves for outlays—or cost of permanent proper
ties and public improvements. The excess of current 
assets over current liabilities and these reserves for 
operating costs measure the credit to the capital ac
count after meeting the obligations of the municipality 
that have been authorized for the current year. 

Municipal general balance sheets.—The term " mu
nicipal general balance sheets" is here applied to a 
balance sheet that corresponds in its leading charac
teristics to the section of a double account balance 
sheet of a private enterprise which is generally referred 
to as a "summary of receipts and expenditures on 
capital account." It is a balance sheet which shows 
on the left-hand side, or in the asset section, (1) the 
excess of current assets over current liabilities and 
reserves for expenses and interest, if such there be, 
shown on the current balance sheet; (2) the assets of 
sinking funds accumulated for the amortization of 

fixed debt; (3) the assets of public trust funds for 
municipal and nonmunicipal uses; (4) the assets of 
other funds with permanent investments; and (5) real 
and other property held for investment purposes but 
not constituting assets of funds. On the samo side of • 
the balance sheet are shown the value of the property 
and public improvements of the municipality. 

On the right-hand Bide, or in the liability section, 
of the same sheet or statement there is included under 
the general title "Liabilities" (1) the oxccss of current 
liabilities and reserves for expenses and interest over 
current assets, if such there bo, shown on the current 
balance sheet; and (2) the fixed debts of the munici
pality. On the same side or in the samo general sec
tion of the sheet are given under the heading "Pro
prietary interests" (1) the budget reserves of the 
municipality for outlays given in detail on the current 
balance sheet; (2) the reserves by reason of sinking 
fund provisions; (3) the municipal reserves for the con
tingencies of fire losses, depreciation, and kindred 
purposes; (4) the municipal reserves by reason of 
public trust funds for municipal uses; (5) the pro
prietary reserves created by the acceptance of dona
tions for municipal library buildings and for similar 
purposes; and (6) the free or unreserved proprie
tary interests of the municipality, or the excess of 
the value of the assets, properties, and public improve
ments over the liabilities and reserves of the munici
pality. In stating the reserves on account of public 
trusts, they should not only be segregated so as to 
show the reserves for each class of trusts, but also to 
show the reservation by reason of the assets for public 
trust funds, and those which are represented by the 
value of the properties which have been received by 
donation for specified purposes. In presenting a state
ment of the reserves for contingencies care should be 
taken to eliminate all offsets to assets such as those 
which are sometimes called "reserves," including 
so-called reserves for depreciation and reserves for 
losses already suffered but not adjusted. These off
sets expressed by estimates should be shown, as previ
ously stated, on the side of assets and property as 
deductions from the reported book value of such assets 
and properties. 

The following is a summary or consolidated general 
municipal balance sheet for an average municipality 
having from 300,000 to 500,000 inhabitants. The 
amount of the net current assets as given in this bal
ance sheet is the excess of current assets over current 
liabilities and reserves for expenses and interest, as 
shown in the preceding current balance sheet* Such a 
balance sheet should be accompanied with supplemen
tary statements in detail of all such funds as the sinking 
funds and public trust funds for municipal uses. 
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ACCOUNTING TERMINOLOGY. 
CITY OF A. B. 

SUMMARY GENERAL BALANCE SHEET AS OF JANUARY 1, 1913. 

61 

Excess of current assets over current liabilities and budget reserves for 
expenses and interest» .-. $9,300,000 

Sinking fund assets 3,500,000 
Investment fund assets 500,000 
Investment properties not belonging to funds 100,000 
Assets of public trust funds for municipal uses 600,000 

Total assets 14,000,000 
FBOFEBTIES AND PUBLIC IUPBOVEUENTS. 

Properties of public service enterprises $16,000,000 
Properties of municipal service enterprises 200,000 
Properties of general departments 26,000,000 

Total properties , 
Sewer and drainage systems.. 
Other public improvements.. 

, 42,200,000 
. 8,000,000 
. 25,000,000 

Total assets, properties, and public Improvements 89,200,000 

PEOPEIETAET INTERESTS. 

Budget reserves for outlays. $6,270,000 • 
Sinking fund reserves ." 3,500,000 
Self insurance reserves *.. 400,000 
Depreciation reserves 1,000,000 
Reserves for losses 100,000 
Public trust fund reserves 600,000 
Reserves for Carnegie Library buildings.... 1,000,000 

Total reserves -. 12,870,000 
Unreserved proprietary interests * 44,330,000 

Total proprietary interests 57,200,000 
FIXED LIABILITIES. 

Funded debts $32,000,000 
Total proprietary interests and fixed liabilities 89,200,000 

* Current assets not required for meeting current expenses, interest, and reserves therefor.' * Balancing account. 

General balance sheets such as the foregoing should 
be accompanied with detailed fund balance sheets for 
all speciaHunds, such as the sinking funds and public 
trust funds, whose assets, liabilities, and reserves are 
included in it. Further, the sheet should be accom
panied with detailed schedules of the properties and 
public improvements and municipal funded indebted
ness whose aggregate values and amounts are sum
marized. The values of properties and public im
provements given in the summary or general balance 
sheet should be net, by which is meant the value after 
all offsets for depreciation have been deducted. If 
the city keeps no depreciation account with each 
piece of property and each public improvement, but 
makes an estimate of the aggregate depreciation from 
the cost of these properties and public improvements, 
the amount of such estimated depreciation should be 
shown as an offset deduction from the value on the 
left-hand side of the sheet and not on the right-hand 
side under any such misapplied designation as "re
serves for depreciation." The only amounts to be 
included on the right-hand side under the titles " De
preciation reserves" and "Reserves for Josses" are 
amounts set aside for future depreciation and future 
losses—all accrued depreciation and losses being 
charged by estimates to offset accounts which are de
ducted in the balance sheet from the value shown on 
the left-hand side* 

Municipal consolidated account halance sheets.—A 
limited number of American cities have in recent years 
introduced into their reports more or less complete 
balance-sheet statements arranged in two or more 
divisions, the same as are shown in the municipal cur
rent or fund balance sheet given on page 59, but with 
divisions that differ from those shown in the summary 
sheet referred to. The city of Philadelphia, which 
presents one of these sheets in its printed reports, in
cludes in its first division, which is given under the 
heading "General account," items that correspond in 
their essential character with those which in the cur
rent balance sheet here shown are given under the 
heading "General fund," omitting, however, from that 
division the liabilities shown after the side heading 

"Trust and agency liabilities" and the cash held for 
meeting such liabilities. These assets and liabilities 
are shown in a separate division of the Philadelphia 
balance sheet under the heading "Special and trust 
accounts." All other assets, liabilities, and proprie
tary interests shown in the current and general balance 
sheets here presented are arranged in two divisions 
under the generic heading "Capital account." In one 
of these two divisions of the capital account are shown 
under the subheading "Permanent funds, properties, 
and improvements" the items included in the current 
balance sheet of this report under the headings 
"Special assessment funds" and "Bond funds," and 
all the items of the general balance sheet here pre
sented, with the exception of those included on the 
lines "Sinking fund assets" and "Sinking fund 
reserves." The amounts thus included are presented 
separately in a subdivision of the capital account under 
the subtitle "Sinking funds." 

This-form of summary balance sheets has its special 
advantages for cities which make but a comparatively 
small use of special assessments, and which finance 
practically all their public properties and public im
provements from long-term bond issues. For cities, 
however, which make large uses of special assessments 
and raise ordinary revenues and special assessments 
each year in excess of all expenses, interest, and out
lays, as do a large number of American cities, it is of 
less administrative and popular value than are the 
pro forma sheets here presented. 

Summaries of debt-incurring power.—Balance sheets 
such as the foregoing are not in the case of the larger 
American cities the only, or even the most important, 
summaries of municipal financial condition from an 
administrative point of view. All of these cities are 
administered subject to limitations with reference to 
their powers to borrow money or otherwise incur 
indebtedness. These limitations must be shown in the 
summaries of municipal financial conditions, the same 
as the limitations of the appropriation acts must be 
shown in the summaries of budget transactions. 
Such summaries of municipal financial condition are 
given a number of different designations by our 
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62 FINANCIAL STATISTICS OF CITIES. 

American cities, such as "Summary of borrowing 
power," "Summary of the margin of borrowing," 
"Summary of the right to borrow," and "Summary 
of debt-incurring power." Preference is given here 
to the designation "Summary of debt-incurring 
power," since in most cities outside of New England 
the constitutional and statutory provisions under 
which summaries are prepared relate to the incurring 
of indebtedness, and not merely to the making of loans 
or the borrowing of money. In New York, N. Y., the 
debts which are to be considered in the preparation of 
such a summary include not alone the funded loans or 
corporation stock, but contracts and open-market 
orders for the construction of public works which 
aggregate at the present time not far from $147,000,000. 
La many other cities other classes of debt obligations 
must be included in any summary of debt-incurring 
power. 

In like manner the word "power" is here recom
mended for use in connection with this summary rather 
than the words "capacity," "right," or "margin," 
which are employed by some cities. The reason for 
this preference is the fact that in the constitutions and 

statutes of our states, so far as they relate to munici
palities, the authority granted to cities to borrow 
money and otherwise incur debt is listed among its 
"powers," but never as a part of the "capacity," and 
only incidentally as a "right" of the municipality. 

The submitted pro forma summary that follows, 
which is based upon figures found in a recent report 
of the comptroller of New York, N. Y., uses the terms 
"inside the debt limit," "within the debt limit," and 
"outside the debt limit," as descriptions or limitations 
of the words "debts," "indebtedness," and "debt-
incurring power." These descriptive words are used 
by many cities in their statements corresponding to 
the submitted form. 

All summaries of municipal debt-incurring power 
such as the accompanying one should be followed by 
detailed schedules of the funded and other debts classi
fied as inside and outside the debt limit. Further, the 
statement contained in the principal summary, as in 
all the supplementary schedules, should reflect the law 
relating to the subject which is applicable in the case of 
the individual city, which sometimes greatly differs 
from that of other cities. 

CITY OF N E W Y O R K , N . Y . 
DEBT-INCURRING POWER AS OF DECEMBER 31, 1913 (P. M.). 

TOTAL DEBT-INCUBBING POWEB WITHIN THE DEBT LIMIT (10 per cent of assessed valuation of taxable real estate) $800,664,786.00 
DEBTS INCURRED: 

Total funded debts $1,224,873,631.91 
Funded debts outside of the debt limit (debts exempted from the operation 

of the laws limiting public indebtedness): 
Water bonds and notes issued subsequent to Jan. 1, 1904, and county 

bonds $183,877,030.11 
Rapid-transit bonds—Manhattan-Bronx and Brooklyn-Manhattan 47,482,725.18 
Dock bonds 69,943,053.55 

301,302,808,84 
Funded debts within the debt limit 1 923,570,823.07 
Offsets to funded debts within the debt limit: 

Sinking fund cash and investments and budget appropriations provided for the redemption 
or amortization of funded debts .• 320,776,899.18 

Funded debts within the debt limit, less offsets 602,793,923.89 
Debts other than funded within the debt limit: 

Debts on account of land contracts, including interest to Dec. 31,1913 $12,591,044.30 
Debts on account of other contracts: 

For rapid transit $117,581,200.44 
For street improvements 7,552,524.53 
For other purposes 17,663,761.09 

Debts on account of open-market orders. 
142,797,486.06 

159,591.51 
Total debts other than funded within the debt limit 155,548,12L 87 
Offsets to debts other than funded: 

Cash balances available for meeting specified contract debts 9,051,009.38 

Debts other than funded within the debt limit, less offsets 

Net indebtedness or used debt-incurring power within the debt limit 
146,497,112.49 

T J N U S U E D DEBT-INCtTBRING POWEB WITHIN THE DEBT LIMIT. 
Voted for rapid transit 
Voted for docks and ferries 
Voted for other designated municipal purposes 
Unreserved amount available for any purpose for which the board of estimate and apportionment 

may determine. 

2,103,679.42 
10,641,248.46 
22,049,187.73 

16,579,634.01 

749,291,036.38 

51,373,749,62 

51,373,749.62 
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