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- June 1z, 1940

Hon. Willianm D. Hayes
State hAuditor

wtate House

Auguste, Mzine

Desr Lr. Hayes:

i In your letter of June 3, you ask &an opinion &3
te the propristy of ecarrying the whole, or wny part, of the
item of £700,431.86 shown om Page 56 of the Heport of
Ernst & Ernst zs surplus of the Liguor Commisslom ss of
June 30, 1939, to sinking fund reserve, This item is made
up of two sums,- one in the amount of £364,372.18 which was
earned prior teo Jumne 30, 1935; &nd snother sux earned
subsequent to June 30, 1935, of £336,059.48.

You %will appreciste that I have had no training
or experience in agcounting &nd that beeause of thet éondilon
I 2m unable to discuss this gquestion [rom an scecounting stand-
point und I appreciate that there can be otler &nd perhaps
more sensible interpretatiocms of the zitusction than the one
that I have arrived «t. However, it seemc plain to ze that
Chapter 24, Public Lsws of 1935, in providing thet any profits
of the Liguor Commission mede prior to the eclose of buocks
June 30, 1935, shall be usec¢ in estoblishing s working capital
for the purpose of carrying on the ectivities »f the Liyuor
Commisaion, and those profits, swountling as above ststed to
$364,372.18, were excepted from the other provisions of tke
set vhich provided that vwien the annusl net profits of the
Commission nere deternined they should beczie generz=l revenue
of trhe &State, By that fct the prior profits beeeme seggregated
and sarmsrked for s definite pursose wnd in my opinion cannnt
become 2 psrt of the sinking fund reserve until the Legislature
bas by ancther iLet so providsed.

4s to the profits made subsequent to June 3¢, 1935,
which uncer the provisions of ssic Ch:ipter 24 beceme genersl
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revemie of the iLtate and which aprarently ere not repressunted
by cash but for the most part are iusvested in inventory and
other assets, il you sre going to continue thz policy " hiech I
understand haz been in effect of carrving into the sinking
fund reserve boukkeeping items which do not represent actusl
cush avallsble for the purposes for which the sinkinz fund
was created, 1 am of ths cpinion that, under the provisions
of ections 101 nad 102 of Chapter 2 of the Hevised Statutes,
wuis amount which apparently. represents that part of the net
profits of the Liguor Commission vhich has not been earmarked
for working espital, can properly be transferred te the
Contingent Fund. OF, if tre Contingent Fund has alreacy been
provided for, to the £inking Fund reserve. A4s to the gropriety
of that method of hancling State aceounts, I have not had
enough acecounting experience to Judge.

: : The mmount of profits ezrned subse.uent ™ June 30,
1935, iz assets of the Ltate temporarily invested azs of
June 22, 1929, in liguor purchasec for sale, and if the
Sinking ¥und Reserve sccount iz the only asceount in whieh
similar items cen be plseed, 1 find nothing in the statutes
that would prohibit tiis inclucion.

I certainly enloyec the discussion that wes held
In my office with yoursslf sad lr. Fessenden, smé any tne
vhen you ! ave any new ideas on these mattars I shall te
very plBased to clseuss them further with you vith the
hope in mind thet I may be of some hedp in =iding vou and
the controller in the proper setting up &f your bocks ag
of June 30, 1540.

Very truly yours,

Franz U. Burkett
ttorney General

FUB H



