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What is the Quarterly City Managers Report? 

The Quarterly City Managers Report is a summary report on the finances and management of the 
City of Philadelphia.  It is prepared under the direction of the Mayor’s Office by the Office of 
Budget and Program Evaluation, within the Office of the Director of Finance.  The report is 
based primarily on information provided to these agencies by City departments and agencies.  

The purpose of the Quarterly City Managers Report is to provide the senior management of the 
City of Philadelphia with a clear and timely summary of the City's progress in implementing the 
financial and management goals of the current year of the City's Five-Year Financial Plan, both on 
a "Year to Date Actual" basis and on a "Forecast for Full Year" basis.  

The Quarterly City Managers Report contains the following reports and schedules:  

General Fund: The General Fund is the principal operating fund of the City of Philadelphia. (For 
an explanation of the City's overall financial fund structure, see "Methodology for Financial 
Reporting" elsewhere in this Report).  The Quarterly City Managers Report presents an 
overview of General Fund revenues by major revenue source and obligations by department.  
Additional detail is provided regarding General Fund direct wage and salary obligations by 
department; General Fund purchase of service contract obligations; and General Fund overtime 
utilization.  All reports present budget targets, year-to-date actuals and year-end forecasts.  

Departmental Full Time Positions:  The Quarterly City Managers Report includes a 
report on budgeted and filled full-time positions for all City departments on an All Funds 
basis. This report presents budget targets, year-to-date actuals and year-end forecasts.  

Departmental Leave Usage:  Departments are ranked highest to lowest in terms of leave usage for 
the quarter. The percentages represent the total number of days used over the total number of days 
available to be worked in the quarter for General Fund employees.   

Departmental Service Delivery Report:  This report includes both quantitative measurements 
of departmental service levels and qualitative measurements of performance.  This report 
compares service levels year-to-date with original departmental projections and year-end 
forecasts with original projections and the actual level of service in the prior year.  

Water Fund and Aviation Fund:  The Water Fund is the fund in which activities related to the 
City's water supply and wastewater disposal are reported.  The Aviation Fund is the fund in which 
activities related to the operation of the Philadelphia International Airport and the Northeast 
Philadelphia Airport are reported.  The Quarterly City Managers Report presents a quarterly 
overview of Water and Aviation Fund revenues by major revenue source and obligations by 
department at the end of the quarters concluding in September, December, March and June.  All 
reports present budget targets, year-to-date actuals and year-end forecasts.  
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 ii  

Grants Revenue Fund - Unanticipated Grants:  A listing is included, of all unanticipated 
grants received and recorded in the City's Grants Revenue Fund during the preceding three 
months.  

Cash Flow Forecast: Most financial reporting in the Quarterly City Managers Report is 
presented on a modified accrual basis, consistent with the City's accounting methodology. Under the 
City's modified accrual accounting rules, some revenues are reported on an accrual rather than a 
cash basis and obligations are recorded when encumbered or expended. To enable the reader to 
assess the City's actual current and projected year-end cash position, the City Managers Report also 
presents a cash flow forecast for the fiscal year. Actual cash results are presented for all months of 
the fiscal year for which cash receipt and disbursement activity has been recorded, and a projection 
is made for the balance of the fiscal year.  
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FOR THE PERIOD ENDING December 31, 2015 
 

Introduction 

This Quarterly City Manager’s Report for the second quarter of FY2016 projects that the 
General Fund will end FY2016 with a Fund Balance of $85.27 million, an increase from the 
adopted budget of $15.95 million, and a $3.06 million increase from last quarter’s estimated 
fund balance of $82.22 million. 

Revenues 

Tax revenues are projected to exceed the original adopted budget estimates by $22.45 million, 
and the target budget estimates by $9.45 million.  However, this is still an early projection, as 
the Real Property Tax and Business Income and Receipts Tax revenues will not be apparent 
until the 3rd and 4th quarter of the fiscal year, due to the timing of the due dates for both of these 
taxes (March 1 and April 15, respectively).   

The most significant positive change in projection is with the Sales Tax, which is seeing much 
stronger growth than forecasted, and is now projected to end the fiscal year with an additional 
$16.5 million above the target budget.  The Real Estate Transfer Tax is also coming in stronger 
than expected, with a projected $7.7 million above the target budget.   However, these are offset 
by a projected weakness in the Business Income and Receipts Tax, which is projected to total 
$437.5 million, a reduction of $16.3 million from the adopted budget and $19.5 million from the 
target. This is a preliminary estimate, as revenues are not due until April.  

Within Revenue from Other Governments, the PICA portion of the Wage Tax continues to grow 
above projection, reflecting higher than anticipated receipts from the resident portion of the 
Wage Tax.  Revenues from Medical Assistance for the Philadelphia Nursing Home are 
projected to increase due to additional support from the Commonwealth (largely offset by 
additional local expenditures discussed below). The Police Department has also received an 
additional reimbursement for training, and on-street parking revenues are projected to increase 
by $1.1 million from the target budget.  

Locally Generated Non-Tax Revenues are projected to show a slight decrease from the target 
budget due to small decreases in fuel reimbursements and E-rate reimbursements for Library 
services, offset by a slight increase in revenue from City assets. 
 

Expenditures 

Expenditures are projected to end the fiscal year $44.3 million higher than the adopted budget, 
and $21.04 million above the target budget.   



iv 
 

The largest cost increase above the target budget is an increased contribution to the City’s 
Pension Fund, due to higher than anticipated sales tax revenue.  The second 1% of 
Philadelphia’s sales tax is split between the School District ($120 million), the City (to pay debt 
service for a borrowing on behalf of the District) and the City’s Pension Fund (all remaining 
revenue).  The City is now assuming that the City will contribute $10.4 million in FY2016 to the 
Pension Fund that is attributable to the Sales Tax. 

Other significant cost increases over the target budget includes: an increase of $3 million in the 
Fire Department due to higher than projected overtime costs, $2.3 million in the Finance 
Department for a payment of the employee share of a FICA settlement with the IRS, and $5.7 
million in the Health Department to fund additional support for the Philadelphia Nursing Home 
(which is funded by additional revenue described above). 

This report does not reflect any additional expenditures due to the large snow emergency that 
happened during the third quarter of FY2016.  The Office of Budget and Program Evaluation will 
work with the Streets Department and other departments affected by snow removal to ensure 
that departments have enough resources to manage their regular operations through the end of 
the fiscal year after the snow season is over. 

Next Steps 

The Office of Budget and Program Evaluation is currently preparing the FY17 Operating Budget 
and FY17-21 Five Year Financial and Strategic Plan, the first Budget and Five Year Plan to be 
proposed by Mayor Jim Kenney.  

 

 

Anna Adams 
     Budget Director 
     Office of Budget and Program Evaluation 
     Office of the Director of Finance 
     City of Philadelphia 
     February 16, 2016 
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REVENUES



Summary Table R-1
Analysis of Tax Revenue

QUARTERLY CITY MANAGERS REPORT
GENERAL FUND

FOR THE PERIOD ENDING DECEMBER 31, 2015
Amounts in Millions

Forecast Forecast
Tax Revenue Better Than Worse Than Net Reasons / Comments

TB Plan TB Plan Variance
City Wage Tax FY 2015 Base

$0.7 FY 2015 Projection (6/30/2015 QCMR): $1,314.6
FY 2015 Actual: $1,318.8
Increase: $4.2

FY 2015 to FY 2016 Base Growth Rate:
Budgeted Growth Rate: 4.10%
Current Estimated Growth Rate: 4.10%

FY 2015 Tax Rate: Res.: 2.4200% City , 1.5% PICA : Non-Res.: 3.4915% City
FY 2016 Tax Rate: Res.: 2.4102% City , 1.5% PICA : Non-Res.: 3.4828% City

Real Estate Tax FY 2015 Base
($2.3) FY 2015 Projection (6/30/2015 QCMR): $483.7

FY 2015 Actual: $493.1
Increase: $9.4

FY 2015 to FY 2016 Base Growth Rate:
Budgeted Growth Rate: 1.50%
Current Estimated Growth Rate: 1.32%

FY 2015 Tax Rate: .6018% City plus .7386% School District  Total 1.34%
FY 2016 Tax Rate: .6317% City plus .7681% School District  Total 1.3998%

Business Income & Receipts FY 2015 Base (includes Current & Prior)
($19.5) FY 2015 Projection (6/30/2015 QCMR): $466.3

FY 2015 Actual: $438.2
Decrease: ($28.1)

FY 2015 to FY 2016 Base (includes Current & Prior) Growth Rate:
Budgeted Growth Rate: 1.89%
Current Estimated Growth Rate: 4.05%

FY 2015 Tax Rate: 1.415 mills on gross receipts and 6.41% of net income
FY 2016 Tax Rate: 1.415 mills on gross receipts and 6.39% of net income
     

Sales Tax FY 2015 Base
$16.5 FY 2015 Projection (6/30/2015 QCMR): $143.8

FY 2015 Actual: $149.4
Increase: $5.6

FY 2015 to FY 2016 Base Growth Rate:
Budgeted Growth Rate: 2.10%
Current Estimated Growth Rate: 6.38%

FY 2015 Tax Rate: 2%
FY 2016 Tax Rate: 2%

Real Estate Transfer Tax FY 2015 Base
$7.7 FY 2015 Projection (6/30/2015 QCMR): $201.7

FY 2015 Actual: $203.4
Increase: $1.7

FY 2015 to FY 2016 Base Growth Rate:
Budgeted Growth Rate: 10.0%
Current Estimated Growth Rate: 16.8%

FY 2015 Tax Rate: 3%
FY 2016 Tax Rate: 3%

Other Taxes $6.4

Total Variance From TB Plan $31.3 ($21.8) $9.5

Difference between FY 2016 Adopted
Budget and TB Plan $13.0

Total Variance From Budget $44.3 ($21.8) $22.5

This estimate is increased because of a 
higher base than budgeted (up $5.6m), 
coupled with a higher growth rate (from 2.1% 
to 6.38%)

This estimate is increased because of a 
slightly higher base than budgeted (up 
$1.7m), coupled with a higher growth rate 
(from 10% to 16.8%).

This estimate accounts for a higher base in 
FY2015 than was recognized in the previous 
quarter (up $4.2 million). Although the 
projected growth rate is consistent with the 
budgeted growth rate, the lower tax rate in 
FY2016  as well as a slight change in the 
assumed resident/non-resident split results 
in a projected $698,000 of additional 
revenue

This estimate is reduced because of a lower 
than projected market value than budgeted. 
Instead of a 1.5% growth in market value, 
OBPE is now projecting 1.32%.

This estimate is reduced because of a 
significant decrease in the BIRT base than 
budgeted (-$28.1m), offset with a higher 
than budgeted growth rate (from 1.89% to 
4.05%).

2
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Summary Table R-3
Analysis of Locally Generated Non-Tax Revenue and Revenue From Other Governments

QUARTERLY CITY MANAGERS REPORT
GENERAL FUND

FOR THE PERIOD ENDING DECEMBER 31, 2015
Amounts in Millions

Forecast Forecast
Non-Tax Revenue Better Than Worse Than Net Reasons / Comments

TB Plan TB Plan Variance

Locally Generated Non-Tax

Public Property $0.3 Increased estimated revenue recognized for the sale of City assets.

Fleet ($0.5) Lower estimated reimbursement for fuel due to decline in price per gallon.

Free Library ($0.2) Lower than anticipated E-rate reimbursement for Library services.

Other Governments

PICA City Account $12.7 Higher estimates for the Wage and Earnings Tax, as well as, the Net Profits Tax. 
 

Police  $1.4 Additional State reimbursement for police officer training.

Health $5.2

Finance $0.7 Act 205 State pension aid payment higher than originally budgeted.

Revenue $1.1 Increased PPA on-street parking revenue estimate.

First Judicial District $0.4 Additional State reimbursement of Court intensive probation programs.

Other $0.3 Miscellaneous small variances across several revenue sources.

 
 

Total Variance From TB Plan $22.1 ($0.7) $21.4

Difference between FY 2016 Adopted
Budget and TB Plan $11.0

Total Variance From Budget $33.1 ($0.7) $32.4

Forecast Forecast
Other Revenue Sources Better Than Worse Than Net

and Adjustments TB Plan TB Plan Variance Reasons / Comments

Net Revenue from Other Funds ($2.8)

Net Adjustments - Prior Years  

Total Other Sources $0.0 ($2.8) ($2.8)

Net result of a lower estimate of Federal and State medical assistance to health centers 
($2M), offset by additional financial support to county nursing facilities $7.2M.

Lower than anticipated reimbursement from Water Fund for General Fund services.
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Summary Table R-5
QUARTERLY CITY MANAGERS REPORT

Summary of  Revenue
Dept. of Human Services/Dept. of Public Health

GENERAL FUND
FOR THE PERIOD ENDING DECEMBER 31, 2015

(000 omitted)

FY15 FY 16 FY 16 FY 16 Increase/
AGENCY AND REVENUE SOURCE Unaudited Adopted Target Current (Decrease)

Actual Budget Budget Projection vs Target
PUBLIC HEALTH
 Local Non-Tax Revenue:
   Payments for Patient Care 6,478 7,960 7,960 7,960 0
   Pharmacy Fees 1,897 2,000 2,000 2,000 0
   Environmental User Fees 2,110 2,140 2,140 2,140 0
   Other 562 500 500 500 0

Subtotal Local Non-Tax 11,047 12,600 12,600 12,600 0
 Revenue from Other Governments:
State:
  County Health 9,230 9,706 9,706 9,706 0
  Medical Assistance-Outpatient (Health Centers) 6,581 5,066 5,066 4,166 (900)
  Medical Assistance-Nursing Home 12,833 14,068 12,208 19,408 7,200
  Capital Improvements-Nursing Home 394 0 460 460
Federal:  
  Medicare-Outpatient (Health Centers) 1,770 2,124 2,124 2,124 0
  Medicare-Home Care (Nursing Home) 1,409 1,476 1,476 1,476 0
  Medical Assistance-Outpatient (Health Centers) 7,681 6,192 6,192 5,092 (1,100)
  Medical Assistance-Nursing Home 16,048 17,528 18,328 18,328 0
  Capital Improvements-Nursing Home 513 0 600 600 0
  Summer Food Inspection 0 60 60 60 0

Subtotal Other Governments 56,459 56,220 56,220 61,420 5,200
TOTAL PUBLIC HEALTH 67,506 68,820 68,820 74,020 5,200

HUMAN SERVICES
 Local Non-Tax Revenue:
   Payments for Child Care - S.S.I. 3,263 4,250 4,250 4,250 0
   Other 180 100 100 100 0

Subtotal Local Non-Tax 3,443 4,350 4,350 4,350 0

TOTAL HUMAN SERVICES 3,443 4,350 4,350 4,350 0

Note: The material in this report is preliminary and subject to revision and does not represent an official statement of the City of Philadelphia.
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City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING DECEMBER 31, 2015

GENERAL FUND

OBLIGATIONS



Note: "Obligations include "Encumbrances," which may be

recorded for the entire fiscal year, as well as "Expenditures."

Forecast Forecast Net "TB Plan": Target Budget Plan
Better Worse Variance Adopted During FY 2016 for FY 2016

Than TB Than TB From TB
Department/Cost Center Plan Plan Plan Reasons/Comments

Auditing (City Controller's Office) ($0.3) Additional staffing needs

City Commissioners ($0.2) Increased mailings related to presidential primary

City Representative ($0.1) Fully fund vacant position

Finance ($2.3) Payment of employee share of FICA settlement

Finance - Employee Benefits ($9.0) Pension Sales Tax Relief payment adjustment

Fire ($3.0) Overtime higher than anticipated.

Office of Supportive Housing ($0.2)
Fund utilities at homeless shelter (-$91K), Support 
homeless management info system (-$66K)

Public Health ($5.7)
Additional support to county nursing homes (revenue 
offset)

Register of Wills ($0.3)
Restoration of records (-$100K) and additional         
staffing (-$150K)   

TOTAL VARIANCE FROM 
TARGET BUDGET PLAN $0.0  ($21.0)  ($21.0)

Difference between FY2016 
Adopted Budget and FY2016 
Target Budget Plan Obligations

$0.0 ($23.3) ($23.3)

Forecast Forecast Net
Better Worse Variance
Than Than From 

Budget Budget Budget
TOTAL VARIANCE FROM 
BUDGET $0.0 ($44.3) ($44.3)

Note: The material in this report is preliminary and subject to the revision and does not represent an official statement of the City of Philadelphia

QUARTERLY CITY MANAGERS REPORT

Table O-1
Analysis of Forecast Year-End Departmental Obligations

(Amounts in Millions)

GENERAL FUND
FOR THE PERIOD ENDING DECEMBER 31, 2015
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City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING DECEMBER 31, 2015

GRANTS REVENUE FUND

QUARTERLY REPORT

Unanticipated Grants
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City of Philadelphia

Quarterly City Managers Report

FOR THE PERIOD ENDING DECEMBER 31, 2015

CASH FLOW 
FORECAST

FOR 
FISCAL YEAR 2016
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METHODOLOGY FOR FINANCIAL REPORTING 

 

A. FUND ACCOUNTING  

Funds are groupings of activities that enable the city to maintain control over resources that have been 
segregated for particular purposes or objectives. All of the funds of the City of Philadelphia can be 
divided into three categories: governmental funds, proprietary funds and fiduciary funds.  

 Governmental funds. The governmental funds are used to account for the financial activity of 
the city’s basic services, such as: general government; economic and neighborhood development; 
public health, welfare and safety; cultural and recreational; and streets, highways and sanitation. 
The fund financial activities focus on a short-term view of the inflows and outflows of spendable 
resources, as well as on the balances of spendable resources available at the end of the fiscal 
year. The financial information presented for the governmental funds are useful in evaluating the 
city’s short term financing requirements.  

The city maintains twenty individual governmental funds. The city’s Comprehensive Annual Financial 
Report presents data separately for the general fund, grants revenue fund and health-choices behavioral 
health fund, which are considered to be major funds. Data for the remaining seventeen funds are 
combined into a single aggregated presentation.  

 Proprietary funds. The proprietary funds are used to account for the financial activity of the 
city’s operations for which customers are charged a user fee; they provide both a long and 
short-term view of financial information. The city maintains three enterprise funds that are a 
type of proprietary funds - the airport, water and waste water operations, and industrial land 
bank.  

 Fiduciary funds. The City of Philadelphia is the trustee, or fiduciary, for its employees’ 
pension plans. It is also responsible for the Gas Works’ employees’ retirement reserve assets. 
Both of these fiduciary activities are reported in the city’s Comprehensive Annual Financial 
Report as separate financial statements of fiduciary net assets and changes in fiduciary net 
assets.  

B. BASIS OF ACCOUNTING AND MEASUREMENT FOCUS 

Governmental funds account for their activities using the current financial resources measurement focus 
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both 
measurable and available. Revenues are considered to be available when they are collectible within the 
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the city 
considers revenues to be available if they are collected within 60 days of the end of the current fiscal 
period. Expenditures are generally recorded when a liability is incurred, as in the case of full accrual 
accounting. Debt service expenditures, as well as expenditures related to compensated absences and 
claims and judgments, are recorded only when payment is due, however, those expenditures may be 
accrued if they are to be liquidated with available resources.  

Imposed non-exchange revenues, such as real estate taxes, are recognized when the enforceable legal 
claim arises and the resources are available. Derived tax revenues, such as wage, business privilege, net 
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profits and earnings taxes, are recognized when the underlying exchange transaction has occurred and 
the resources are available.  Grant revenues are recognized when all the applicable eligibility 
requirements have been met and the resources are available.  All other revenue items are considered to 
be measurable and available only when cash is received by the city.  

Revenue that is considered to be program revenue include: (1) charges to customers or applicants for 
goods received, services rendered or privileges provided, (2) operating grants and contributions, and (3) 
capital grants and contributions.  Internally dedicated resources are reported as general revenues rather 
than as program specific revenues, therefore, all taxes are considered general revenues.  
 
The city’s financial statements reflect the following three funds as major Governmental Funds:  

 The General Fund is the city’s primary operating fund.  It accounts for all financial 
resources of the general government, except those required to be accounted for in other 
funds.  

 The HealthChoices Behavioral Health Fund accounts for resources received from the 
Commonwealth of Pennsylvania. These resources are restricted to providing managed 
behavioral health care to Philadelphia residents.  

 The Grants Revenue Fund accounts for the resources received from various federal, state 
and private grantor agencies. The resources are restricted to accomplishing the various 
objectives of the grantor agencies.  

The City also reports on Permanent Funds, which are used to account for resources legally held in trust 
for use by the park and library systems of the city.  There are legal restrictions on the resources of the 
funds that require the principal to remain intact, while only the earnings may be used for the programs.  

The City reports on the following Fiduciary Funds:  

 The Municipal Pension Fund accumulates resources to provide pension benefit payments to 
qualified employees of the city and certain other quasi-governmental organizations.  

 The Philadelphia Gas Works Retirement Reserve Fund accounts for contributions made by 
the Philadelphia Gas Works to provide pension benefit payments to its qualified employees 
under its noncontributory pension plan.  

The City reports the following major Proprietary Funds:  

 The Water Fund accounts for the activities related to the operation of the city's water delivery 
and sewage systems.  

 The Aviation Fund accounts for the activities of the city’s airports.  

 The Industrial Land Bank Fund accounts for the activities of the city’s inventory of 
commercial land sites.  

Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services and producing and delivering goods in 
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connection with a proprietary fund’s ongoing operations.  The principal operating revenues of the Water 
Fund are charges for water and sewer service.  The principal operating revenue of the Aviation Fund is 
charges for the use of the airport.  Operating expenses for enterprise funds include the cost of sales and 
services, administrative expenses, and depreciation on capital assets.  The principal operating revenues 
of the Industrial Land Bank Fund come from sales of land sites, while the operating expenses are 
comprised of land purchases and improvements made thereon. All revenues and expenses not meeting 
this definition are reported as non-operating revenues and expenses.  

C. LEGAL COMPLIANCE  

The city's budgetary process accounts for certain transactions on a basis other than generally accepted 
accounting principles (GAAP). In accordance with the Philadelphia Home Rule Charter, the city has 
formally established budgetary accounting control for its operating and capital improvement funds.  

The operating funds of the city, consisting of the General Fund, nine Special Revenue Funds (County 
Liquid Fuels Tax, Special Gasoline Tax, HealthChoices Behavioral Health, Hotel Room Rental Tax, 
Grants Revenue, Community Development, Housing Trust, Acute Care Hospital Assessment and Car 
Rental Tax Funds) and two Enterprise Funds (Water and Aviation Funds), are subject to annual 
operating budgets adopted by City Council. Included with the Water Fund is the Water Residual Fund.  
These budgets appropriate funds for all city departments, boards and commissions by major class of 
expenditure within each department. Major classes are defined as: personal services; purchase of 
services; materials and supplies; equipment; contributions, indemnities and taxes; debt service; 
payments to other funds; and advances and other miscellaneous payments. The appropriation amounts 
for each fund are supported by revenue estimates and take into account the elimination of accumulated 
deficits and the re-appropriation of accumulated surpluses to the extent necessary. All transfers between 
major classes (except for materials and supplies and equipment, which are appropriated together) must 
have councilmanic approval. Appropriations that are not expended or encumbered at year-end are 
lapsed.  

The City Capital Improvement Fund budget is adopted annually by the City Council. The Capital 
Improvement budget is appropriated by project for each department. All transfers between projects 
exceeding twenty percent of each project's original appropriation must be approved by City Council. 
Any funds that are not committed or expended at year-end are lapsed.  

Schedules prepared on the legally enacted basis differ from the generally accepted accounting principles 
(GAAP) basis in that both expenditures and encumbrances are applied against the current budget, 
adjustments affecting activity budgeted in prior years are accounted for through fund balance or as 
reduction of expenditures and certain interfund transfers and reimbursements are budgeted as revenues 
and expenditures.  

D. CITY MANAGERS REPORTS  

Projected revenues and obligations reflected on the City Managers Reports are consistent with the above 
legal basis of Accounting and include all appropriate accruals.  

Actual monthly revenue figures do not include revenues measurable and available within 60 days after 
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the month end because it would be impractical to issue timely reports using this method of accrual.  

Actual monthly expenditures do not include accounts payable (amounts owed to providers of goods and 
services which have not been vouchered on the City's accounting records). These amounts, however, are 
reflected in the encumbrances outstanding for each City agency.  

Interfund service charges, an annual expense budgeted in certain City departments, are not included in 
the actual monthly obligations, but as stated above, are projected in the City's annual costs.  
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