KENA! PENINSULA BOROUGH SCHOOL DISTRICT

Assistant Superintendent
Dave Jones

148 North Binkley Sireet Soldotng, Alaska 994669
Phone (907)714-8838 Fax {907) 262-5867
Email djones2@kpbsd.k1 2.ok.us

March 15, 2011
TO: Board of Education
FROM: Dave Jones, Assistant Superintendenté } ,,

SUBJECT: Proposed Policy Revision BP 3470

The following policy was reviewed by the Board Policy Committee on March 7,
2011 and is scheduled to be reviewed at a Board Worksession on April 4, 2011.
This is also scheduled for first reading at the Board Meeting on April 4, 2011.

The administration recommends making the following changes to policy:

BP 3470 Fund Balance — Revised to incorporate the changes to GASB 54
regulations into our policy. GASB 54 requires the following categories of Fund
Balance: nonspendable fund balance, restricted fund balance, committed fund
balance, assigned fund balance and unassigned fund balance. Changes are
required by June 30, 2011 to remain compliant with Generally Accepted
Accounting Procedures (GAAP). The old Reserved, Unreserved, Designated and
Undesignated categories will no longer be accepted in reference to fund balance.

Attachments:

GASB Fact Sheet about Fund Balance Reporting and Governmental Fund Type
Definitions

Balancing Governmental Budgets Under GASB 54
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Business and Non-instructional Operations BP 3470(a)

FUND BALANCE

Purpose of Fund Balance

An appropriate fund balance is a critical factor in the long range financial
planning of a school district to assure sound financial practices and
management. There is a need to maintain a cash flow to provide financial
reserves for unanticipated expenditures and/or revenue shortfalls of an
emergency nature. Examples of these situations follow:

+ Unexpected costs incurred by mandated, but not funded,
State or Federal programs,

¢ Increased utility costs due to abnormal price increase or
unusually cold weather,

e Greater than expected inflation,

¢ Unexpected decrease in Federal, State or Local revenue,

¢ Unexpected deficits in other operating funds (Student
Nutrition Services, Transportation),

e Unexpected decrease in student enrollment.

Definitions

Fund Balance - the cumulative difference between revenues and
expenditures; it approximates available resources absent significant
liabilities. ‘

Fund Balance Classifications - GASB 54 established five classifications
for fund balance as follows:

¢ Nonspendable fund balance—amounts that are not in a spendable form
{such as inventory] or are required to be maintained intact (such as the
corpus of an endowment fund)

e Restricted fund balance—amounts constrained to specific purposes by
their providers {such as grantors, bondholders, and higher levels of
governmentl, through constitutional provisions, or by enabling legislation
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Business and Non-instructional Operations BP 3470(b)

FUND BALANCE (continued)

* Committed fund balance—amounts constrained to specific purposes by
a government itself, using its highest level of decision-making authority;
to be reported as committed, amounts cannot be used for any other
purpose unless the government takes the same highest-level action to
rernove or change the constraint

* Assigned fund balance—amounts a government intends to use for a
specific purpose; intent can be expressed by the governing body or by an
official or body to which the governing body delegates the authority

» Unassigned fund balance—amounts that are available for any purpose;
these amounts are reported only in the general fund.

The five categories of fund balance place varving strengths of spending
constraints on available resources in a descending order as listed.
Nonspendable fund balance is the most restrictive classification and
unassigned fund balance is the least restrictive.

Code 4 AAC 09 160 {not GAAP comphant) establishes that reserves in the
year-end fund balance in a school’s operating fund may be only in the
following categories:

(1) Encumbrances,

(2) Inventory,

(3} Prepaid expenses including fuel,

(4) Retirement incentive program,

(5) Self-insurance and

(6) Federal impact aid received in response to the application

submitted during fiscal year of the audit under 4 AAC 09.130.
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Business and Non-instructional Operations : BP 3470{c)

FUND BALANCE (continued)

Policy

Alaska Statute AS 14.17.505 establishes that a District may not
accumulate in a fiscal year an unreserved portion_{as defined by 4 AAC

09. 1303 of its year—end fund balance in its school operating funds-as
d Z s that is greater than 10 percent of its

expendlture for that f1sca1 year.

It is the policy of the District to maintain a General Fund Unreserved
Qﬂé@s%aa%edUnas31gned Fund Balance which does not exceed 5 percent
of the prior year’s General Fund expenditures. Any amount in excess of
this 5 percent will be utilized to reduce the School District request for
local effort funding for the subsequent year.

When an expenditure has been duly authorized and funding to pay for
the expenditure is available within multiple fund balance classifications,
the funding available in the most restrictive classification will be used
first.

Legal References:

ALASKA ADMINISTRATIVE CODE
4 AAC 09.130 School District Audit
4 AAC 09.160 Fund Balance

ALASKA STATUTES
AS 14.17.505 Fund Balance in School Operatmg Fund

- KENAI PENINSULA BOROUGH SCHOOL DISTRICT
Adoption Date: April 5, 2010
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Fact Sheet about Fund Balance Reporting
-~ and Governmental Fund Type Definitions

1. Why has the GASB issued new standards for reporting fund balance?

The GASB issued Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, to address issues related to how fund balance was being reported. The GASB’s
original intention was to clear up confusion regarding the relationship between reserved fund
balance and restricted net assets. However, the GASB’s research revealed that the existing
standards guiding fund balance reporting were being interpreted inconsistently by different
governments. Consequently, the fund balance information reported by many governments also
was inconsistent. It also became clear that the understandability of fund balance information was
affected and that financial statement users were unable to readily mterpret reported fund balance
information.

2. Why did the GASB decide not to just clarify the existing fund balance classifications
' (reserved, designated, unreserved)?

The GASB considered pursuing a solely educational approach to these issues. However, it
became apparent based on interviews and survey results that, even if all governments interpreted
the requirements consistently, the resulting information would not meet the needs of people who
use fund balance information to identify available resources and assess liquidity and financial
flexibility. :

3. How will governments report fund balance in the future?

~Fund balance will be displayed in the following classifications depicting the relative strength of
the spending constraints placed on the purposes for which resources can be used:

»  Nonspendable fund balance—amounts that are not in a spendable form (such as inventory) or
are required to be maintained intact (such as the corpus of an endowment fund)

» Restricted fund balonce—amounts constrained to specific purposes by their providers (such
as grantors, bondholders, and higher levels of government), through constitutional
provisions, or by enabling legislation

s Committed fund balance—amounts constrained to specific purposes by a government itself,
using its highest level of decision-making authority; to be reported as committed, amounts
cannot be used for any other purpose unless the government takes the same highest-level
action to remove or change the constraint

o Assigned fund balance—amounts a government intends to use for a Spec:iﬁc purpose; mtent
can be expressed by the governing body or by an official or body to which the governing
body delegates the authority
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s Unassigned fund balance—amounts that are available for any purpose; these amounts are
reported only in the general fund.

4. Why is unassigned fund balance reported oniy in the general fund?

When a government transfers resources from the general fund to another governmentat fund, it is
communicating that, at a minimum, it intends fo use those resources for the purpose of the fund
receiving them. This expression of intent meets the requirements for classification as assigned
fund balance. Because unassigned fund balance represents amounts that are not constrained in
any way, not even by an intention to use them for a specific purpose, the general fund is the only
appropriate place to report this classification of fund balance.

In the other governmental funds, however, if 2 government spends more on a specific purpose
than the resources available for that purpose in the fund, then it may need to report a negative
amount as unassigned fund balance. If a government cannot cover the deficit with amounts
assigned to other purposes in that fund, then the remaining deficit should be reported on the
unassigned fund balance line.

5. How will rainy-day amounts be reported under Statement 54?

. Statement 54 treats stabilization arrangements as a spectfic purpose, allowing governments to
report these amounts in the general fund as restricted or committed, if they meet the applicable
definitions and criteria. Stabilization amounts that do not qualify to be reported as restricted or
committed should be included in unassigned fund balance. Governments may report stabilization
amounts in a special revenue fund only if they derive from specific revenue sources that are
restricted or committed to stabilization. '

Regardless of where stabilization amounts are reported, governments also will disclose key

information about their stabilization arrangements in the notes to the financial statements,

including the authority by which the arrangements were established, the conditions under which
_additions to the stabilization amounts are required, and the circumstances under which amounts
may be used.

6. How has Statement 54 changed the way encumbrances are reported?

The new standards clarify that an encumbrance is not a specific purpose and therefore should not
be reported as a separate line on the face of the balance sheet. Encumbering amounts that are
restricted or committed does not further limit the purposes for which they can be used. If the
encumbering process meets the definition and criteria for committed fund balance, then
encumbering an assigned or unassigned amount couid result in the amount being reported as
cominitted; however, it would be reported with other amounts committed to the same or similar

- purpeses, not as “committed for encumbrances.” If a government has significant encumbrances,
it should disclose them under the standards for significant commitments,
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7. What did the GASR find out about the reporting of governmental funds?

In practice, many governments have interpreted in different ways the prior standards on reporting
governmental funds contained in National Council on Governmental Accounting (NCGA)
Statement 1, Governmental Accounting and Financial Reporting Principles. This is particularly
true for special revenue funds.

8. How does Statement 54 clarify the special revenue fund type definition?

Statement 54 makes clear that, for financial reporting purposes, a special revenue fund may only
be established around one or more revenue sources that are restricted or committed to purposes
other than capital projects or debt service. For example, a school district might report state and
federal aid for elementary and secondary education in a special fund if those revenue sources
represent a substantial portion of the fund’s total inflows.

9. How does Statement 54 clarify the definitions of debt service and capital projects fund
types?

Statement 54 revises the definitions of the debt service and capital projects fund types so that
consistent language and structure are used across all of the gsovernmental fund type definitions.
Although the existing definition of a capital project fund specifies that they should be used to
account for “the acquisition or construction of major capital facilities,” many governments have
used them to report on capital assets that are not facilities or major or either. Based on
constituent feedback, the GASB broadened the definition to encompass capital outlays in
general.

10. How will Statement 54 impact the reporting of governmental funds?

‘The most significant changes are likely to occur in the reporting of special revenue funds,
because that is where there has been the most variation in how the prior standards were
interpreted. Some governments may not be able to continue to report some of their special
revenue funds under the clarified definition. The Statement 54 definition is considered by some
‘to be more permissive that the NCGA Statement 1 definition. However, practice has varied so
much that the Statement 54 definition may appear more restrictive to some governments.

11. Does Statement 54 affect how governments use funds for internal accounting purposes
or for special reporting?

No. Statement 54 affects only the reporting of governmental funds in genera) purpose external
financtal reports in conformity with generally accepted accounting principles (GAAP).
Govemments may continue to use any funds they choose or are required to for their internal
accounting or for special purpose reporting.
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12. What if a state law requires local governments to report a particular type of fund or to
report using the current classifications of fund balance?

For general purpose external financial reporting under GAAP, governments are required to
follow Statement 54. If a law conflicts with Statement 54 or any other part of GAAP, the legal
requirements can be met by presenting supplemental schedules. Governments will still be able to
comply with such state laws in their general purpose external financial report, but outside of the
basic financial statements, notes to the basic financial statements, and required supplementary
mformation. ' '

13. What other note disi:losures_ does Statement 54 require?
In addition to the disclosures already mentioned, Statement 54 requires governments to disclose:

e Additional detail regarding the purposes of restrictions, commitments, and assignments, if the
required level of detail is not met through display on the face of the balance sheet

¢ The decision-making authority and formal action, if any, that results in commitments of fund
balance . _

» The bodies or persons with the authority to express intended uses of resources that result in
assigned fund balance

¢ The order in which a government assumes restricted, conmitted, assigned, and unassigned
amounts are spent when amounts in more than one classtfication are available for a particular
purpose : :

s Information about minimum fund balance policies, if a government has one

+ The purpose for each major special revenue fund, identifying which revenues and other
resources are repotted in each of those funds.

14. When should Statement 54 be implemented?
Governments should implement Statement 54 no later than the first fiscal year beginning after

June 15, 2010 (for example, the fiscal year starting on July I, 2010 and ending on June 30,
2011). Governments are encouraged to implement the standards earlier.
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GOVERNNENT
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other than debi service or capies projects.”

The sandard says thar the bundation for
e fund should b Ions. o feverine soud

- thavis éffner restticled or commited. That

ressriceed. or commited sevenue - sourde
should be expectedio continue torepresent
a substandal portion of the nflows-report-
ed in that Tand. Other vesmiced, commis-
ted orassignedrevenve may be reponed in
that fund. At amy pointthe govermment does
niot expect that 2 substantial porion of the
inflows will be from wstricted or.commit-
ted resouyces, the: goverriment should stop

appearsless restrictive thenthe cursintstan-
dard, bul i may be move wswictive than
what many govermients are currerdly ok
Ipednginreporting resources in special wev-
ermefands Semespecial evenve funds raay
not meer. the additional guidarce requiring
thate substantizl portion of the ftese infiow
corne from & mesmivted or commaied. 1e-
sovee {see siflebay, *Audit mpact™.
Governments will want 1o determing i
thelr special revenue funds meet therevised
definition well 2head of their plavmed im-
plementation of Staementro, 54, Senag:of
the resources reporied 10 special revenue
Funds may need:to be repored in the gen-
eral fund. Beeause-the budpet eyele for the
genesal funtl aceurs several months before
ﬂl&b@gmﬁmg of the fseal year, & is. i
portant o kaow where cerlale resodrees
will be repoted at the smant of the buelger
process. For example, many June 30 fiscal
year-end govermments will begin-work on
theivfisial year 2001 Sratementrio, 54 Ira-
plenersation year) budget thistAl. ¢
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Ths Govarnment Midi-Qudity Genter
{GACC) & afiim membership oeter tiat
-beips menibrerfioms achieve e tighest
stardardsin’ %’eﬁwgmk siotdorprofl |
HUD orgovernment atdistirough taget:
-ed emall alerts, resoursesand tefeconiar-
SHOBS: V‘sﬁ he GACIG &t siepaorgd
BACC. For membars, he Cante hasan
.archived conference cal presented by
EASE: §iaf sad fled “Now SASE Fund
‘Balance Standard: Mow iz the Tivie 1o

dance with current risic-hased using aspecialrevenue mdznd eporithe  Bogin Talkingrto Your Chents? availablo:at
suditing standards. remaining resoutces in the:gerenl fund, Tinyurkcom/ibybys,
. This &aﬁm}mn of  special Teverae fimd
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here 5 probably no single llem in a:lypical state or
Tocdl governments finaneial staternents that attracts
A more atdnlicn than fund balance.In February 2608,
the Governmental Accounting Standards Board (GASE)
isstted GASB Statement No. 54, Fund Bulance. Reporting-and
Goversmental Fund Bpe Deftriifions Thislatest GASE standard
will not affect the calcilation: of furd balance, but will- funda-
mentally aherthe various components used to.report it.

BACKGROUND

Aecountants use the term fund balance to describe the
afittmietic diffetence between the assets and liabilities
reporied In a -governmental fund -fe.g., generdl fund}. The
Gategoriesthit have been used-until now to-presemt fund-bal
ance have focused on whether resouices were guaifable for
-appropriafion [e:, budgeting). Thus, the tiaditional presenta-
fiom of fund balance distinguished wrreserted fund balinee
(16, awaitable for apprapristion) from:vesewed: fand brtanice

- -[ize;, not availabledor appropristiond.

Fund balnce wight:not be.ayéilablefor
apprepriation (i:e., reserved) for a variety
“of réasens. Suine fesaurces of -4 Sover
mental fund; by thelr very hature, canvot
bespent (e.5., prepaict rent andifventories
of:supplies). Other resonces may-convert
to-spendable form ;Qﬂi}ﬁﬁf'ﬂ?ﬁﬁiﬂhi Jater

attention: ﬁ’a;m ﬁmd h& anﬁe

and has fregrently ied:to misunderstandings. Second,gover-
ments -offen have applied the different categories inconsis
tently Inpractoe Finallysome have questioned whether the
historicdecus-on availability forappropriation bestserves the
needs-of firandial statement:users.

KEW GUIDANCE
Forus, GASB Statetmert No, 54.will stift the focus of fuad

balance reportiny frorn the availability of fund rescurces for

budgeting 6 “the extent to-which the government s.boundito
honor consireints on the speclic purposss for which
amneunis'in e fund canhe spent™

Componerits.of fand bilance, GASE Statemnent No. 54
establishes five. -cam_pénents #f tung balanve. Because
drcumstances  differ among -governments, not every

‘goverment ot every governmenfal Rind. will veport.&ll of

those components.

Eonstraints on how amouts can be
spentare notreatly an issue forresources
that areidnferenifenoaspendable Examples
includeinventories and prepaidsithe long:
term pamrzm of lodns recevabletand:non-
finantial assets-eld for resale” Still -other
sesources-cannot be-spent becanse fegal
wrcontacig! provisions. require that they

-date (eg,the longiedm pottiorol notes

recefvable). Still other resaurces may be
availabledorgpending, but thelr use-lvextermally restricted to

a-prrpose narrower than the ‘purptse of the fund<in wiltich

they ave reporied.

in-addition, governing ‘bodies themselves frequently piace
Aheir- own limitations on-how they will use resources other-
wise availabile for appmpnangn (eg., eanﬁarkmg"} Likewise,
a goveiniment's managemerit may have-tentative plans for all
“or a portionof thoserescurces. In either case, a governmerit

tradifionally has hatl the-option ofindicating these temtative

m-a-nageﬁa}.pians- and sei-imposed limitations by presenting
a:porion of urreserved fund balence as designited,

“This tradilional appreach to classifying kind balance s
surmmarized in Exhibit 1

Three considerations led the-GASE to uuderiake its rocent
reexamiration ofthe eomponents used o report fund balapce,
First, the traditional terminology was not selexplanatory

b miiintained intact{eg. the. printipal of
an- endowment). GASE. Statement No. 54
divects that the pertien of fund balance reflecting bath be
labeled rofspendable fund bulance.

Notall Tiniitations on how-resourcesmay bé nsed have. fhe

:;Same "f@'ﬁ:& --S@me 'Iémétaﬁﬁns are ﬁxiémﬂy enif;rm@ibké“&né

. i,resm{:ﬁm mfpaseé by 2 gmm caﬁtrac:% or 2 bond
f:@wnanr} Other lwditations are seffimposed, bat would
requireformal actiohatthe highest Jevel oF ‘the governmentio
Tertiove (e resources legally "earmarked” for a given project
by the goveriing body .54l other limitations are less binding
and fanction more as a-declarafion of intent: GASE Satement

Ne. 54 has created aseparale category t accommodale-gach -

of these stuations.

# Restricted fund balance. The term restricled fund balance
will- enconipass net fund reseurces subject o externally
erfforceable %e_gfii testrictions. i is noaceident that the
term restricred fund balgnce so closely resembles the term
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Exhiibit 1: Traditional Gompenients
of Bund Balants

{Focus o Hvailabillity for-fipprapriation)

- Reserved furid balance (ot aailéble for approprition)

= Portitin ofnet resouvees that capnal: éver bé-sherit
becasse of thdirform

«Portion of net; resources that topnot yeb-be spent

» Portion-of netresturaes that conriot be:spent. for:any and
alf Fridkrelned turboses because of external irmitations

# Unreserved fund batance (avaliable for appropriation)

# esngﬁat&é' erraserved it alance: {mﬁ&?& for
;apmiaﬂm with v iimitation on use: ;mpesfseci by
P gmmment itseH)

mplised. by the:goverig body

wPortion of neteesouhces set atide by mianegement
incenfisdidn with 1S temtative phins

«Lndesignatiid unreserved fund balance (avallabie Jor
appropriaficn;with no-exigreal or inferml fimitation)

restricted netasses used i the confext 6 government-
widle financial reporting In‘both. casesithe resictipns con
cernigd woild be-élther Texterndlly imposed by credi:
toms {Such as through-debt covenarits) gramtors; contiibu-
iors;or lawsor: veguintions:of other governinenits, or 2
imposed by law thiough coilstitational provisions-or
eﬁaialmg le,‘_,xsiaiz@ﬂ # Nete that there is noneed for the
Timitationto: ba namower than the purpose-af the fund *

W.Cmnmmtaﬁ.fand ‘bafanice. The term conitittted furd bak
wiice witl be used 1o describe the porion of fund batance
that representseesourceswhose e is constrained by im-
itationsthat the government imposes npon itself 4t its
highest level 0f decision making (normally-the governing
body) and that remain binding unless removed tn the
same manner The underlying action that imposed-the lim-
itation woukd need o veour nodater-than the tlose of the
reporfing period. Noke,once again that fhere is no require-
mentthat (he mitation be narrower than {hepurpeseof
fheiund?®

desctibed Isothesupplus will be-piesented asang
. find. itﬁ?ltmae Apesttive oo of unassigned fund. ba}—

& Assignedfund balance. The-assigned fimd blance cate-
gorywill cover theportion.of fund balance that Teflects 2
govérnmeits iifended use of resources. Sach intent would
‘have 1o:be establighed:at either the highest level of deci-
sion makiag, or by abody {e.g. finanece-committee) or an
official- designated forthat purpose.” Logically speaking,a
government carmiol.assign resoyrces that it-does not have;

thersforéithe amountreported as assigned-fund bulance.
conld neverexcesd total fupd balance less s notspend
able, restricted andl commiftted componeits. Onne again,
notethat tiere issigrrequirement that the fimitaiion be
narrower than e plipposeof the fund.

'{}f'magrse,:ﬁ‘;a.g_eﬁemfﬁmd;a&iﬁﬁ‘pr}iﬁciga;lr:jo@ﬁrafing:ﬁmd

~of a.goverimaeni; miay-have nel fesources inexciss of what is

properly categorized in' one-of-the Jour:categories just: a{ready

aﬁmhamz; witk mverbem;;@ﬁ@ei itrasgevernmeral fund
other thary the: general fund becanse GASE Staternent Noi54
pmh!’blmmﬁﬁarhngmw st antherfand unless 'fhey are

-t least assigned 1o thepurpose-of that fund .All the same,
“funtls offer-than, the genersl fmd eauld report 2 megafive

ammmt of -unassigned Tund balance should Hie total of
nenspengable fund-balance; restifcréd fund balance; and
Forrrmified Fmd bdlands dxcesd e total haliesourees of
thie fond.

The néw components-sffund balance are.summarized in
Exhibit2,

Stabilization arrangements. Governments.ofien establish
“rainy day fundsor “contiigenty funds o provide & financial

ushion againstunanticipated adverse financialoréconomic

cireumstances. The appropiiate classification of such

‘resowrces within, fund bhalanee depends on the speclﬁc

natere: dithe afravigerient

On the one hand, if'the use of the resources s limited ina
veay that islegally enferceable by an -outside pasty, classifica
tion as restricted fund belance would beapproprigte. On the
other hand.if the imitition- was imposed by the highest fevel
of decision making and can only be mmoved by formal
zction equivalent to the.action taken to impose it, the use of
the committed furel:balance-classification would be appro-
prizte iwould neverbe approptiate Woweverto classify such
resourees as assigned fund ‘balaice.
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Exhibit 2: New Components.of Fund Balance —-
GASE Statement No. 54

{rocus.on Extont to-which:-Government s Bound tu Honor
Constraines onthe Specific Purposesfor WhichAmounts
Can-Be Spent}

# Monspendable fund batanee (rherently nonspendable)

» Porfion-of net resburaes thit-Cannot be spent because
oftheirforn

- Paré@n of nat rescurces fhat-cannot be spent becase
theymust be mammmed irigaet

& Restricted:-fund balance
{extemaliyenforcsable: imitations. onuse)

* Liritations imposad-by ereditors, prastors; contibitors,
or-laws end-regilitions. of other goverments

arovisions or.enatling degiiition

& Committed fimti balarice: (sellifraposed pititions st
iy plare prior 1o the end of the period)

~ Liraitation imposed ai Highestlevel of decision making
hatreeuiives formal action dtthe-same level to'ramove

&-Assignet fund batance [imitation resulling from intanded se)

. ir&endedus&ﬁiabiﬁhedby ighestievel of-dedion maldpg

+ Intended se estblistedibyihody Hesigrared forthat purposs

» nterdded wse-estabished by offi designated for that pur-

s
® Unassigned funi balance {rasidug net rescureas)

= Teval fundl balance in the gaveral flnd in-excess o
ronsiendaiie, testricted, comemitter]-and assigred fund bal
ance: {he, surplus)

* Bcess of nonspendoble, restricted, anid commited
furd balance-over total ford balance Jie., deficit)

GASB Statement B, pargraph 20 places serious imits on
what qualifiesas a stabilizafion. ariengement for this purpose: -

The formal action that imposes the parameters for
spending shotldl ideniify and: desaribe the-specific cir
‘cumstances iinder which a need Jor stabilization arises.
"‘i‘?:msa circomstances shotld besuchthat they-woeulll not
be-expected to oconr rowtingly For examgle a stabzisza«
Tio amount tt_iat can be accessed “if-an emergency”
‘would ngt qualify to be’classified within the commitied
category becguse the circumstanaés or conditions that
Constitute an emergerioy are. ;totsafﬁéiéﬁﬁy detailed, and
it Boniot unlikely that wn emézgeac:y -6f some nature
wouldl rutinely-oceur. Sitflary o stabilization amoutit

“that can be aceesset-lo-oifvef an“anfitipated rovanue
Shiarifall“wontdl ot guatily nfless: sheshortfall was-quan-
tified and was of & magaitudé that would distinguish i
trom:other revenue-shortidlls that-occnr-during the rior
mikcourses]. govermnmental opezdtions,

Appropristed fund batabce. Not infrequently govern-

-m:xts'bé;lmtﬁ”maﬁr budpet by appmpﬁaﬁng 3 portion of

existing ﬁmdb&lance to'bridge the:gap between approptias
Hons. and estimated aevenies.: The p@rtmn of furd: balance
this appropriated Jor fhe following year would propeity be
classified asassigned fund balance.

Flow assumptiohs. Freguently tesources for a.singls prof
ect will fame fom nultiple soirces. Forexample, s Sty rray
elect to finance & new biidge. partially ffom restricied- grant
proceeds. (restricted fund balance), partially friom earmarked
revenues {committed-fund-balance), wridpartially from other
available resources -expressly 'set asifle for the purpose
(assigred fund balesce)y: n'that case; Row assumptions would

® Whenbollyrestricted resourcesand other resources.are

| 1o beased how are-putiays slloeated 1o each feg,,
restiicted resoutces: prasumed fo-bespent first? Spending
‘presurmerd iooecur oma pro rata basish)?
BWhan committed, assigned and unassioned resources. are
1o be used, how dre outlays allocated émong. the various
categories?

CUMPARISON OF OLO AND MEW

Peibaps the best way to gain an understanding of the new
fund balanée categories s 1o contrast how certain specific
ftemss are reported today with how those.same Hems will be
reporied in the future wrider GASE Satermen o, 54,
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8 Resouices externally ressricted 162 PUEPOSE DATOWer

The first of these elements willalioays bé reported as non-
spendabie fund Balande Thesecond elenient normallpwoutd
bereported as nonspendable: fund balance (fe umless there
was 4. Irmzi:atlon on how the amounts eveitdally received
could be wsed, in which cass the dassieation would be
msfﬁctﬁﬁi,fwmmﬁtﬁé,,@rmgﬂeﬁ funtibélance, as appropi-
ate).The'third élement will be veported.as restritted fund bal-

beid -unreserved fund balznce. Curreidy this cab-
g0y, cam;arises ‘o dlements:

# Limitations that the gm?emméﬁi:plai:‘és-u*g:son%zéeﬁ
# Terative anagement plans

Net tesolkroes cirrently reflected urthe first categorywill be

reported in the futare as either committed fund balance or as

assigned fund balanee depending upon thessource of the lim-
ation. The jatterwill bereported as eitherassigned:-fund bal-
ance (if managemen is designated 16 migke such assigh-
memts) or unassigned fund hatance.

Uindesignated unreserved fund balance. Today this
residud] category indludes resources whese-use is limited, but
not for a purpese narrower than the purpese of the fund.
Under GASB Statement B 54, there is no requirernent that &
fimitation be nartower than the purpose of the fund.
Accordinglyitens that are veswicled  committed, or assigned
simply for the:purpose of the fund will be reported as restrict-
ed, committed, orassignedifund balange.

Also, reporting -Hesignated unreserved fund balance today
is pptional Under GASE Statermesit No. 54, the use-of the-eguiv-
alent category (i.e,, assigned fund-balance) will be requited.
‘Thersfore, many-governmerts-fhat today do not report desig:

nated unreserved fund balasce will repott as assigned fund

balatice a pertiowof what today isidbeled simply untessrved

fund balance.

Guvernments will need to lnplement GASE Staternent No,
54 starting with4hie fisca] petiod that ends Jine 30,2011 Indhe
stion. of the compréhensive annual fnancial
report, Tetroactive: mplestentation Is encouraged, bt ot
required. 4 governnient - dedlines to restate amounis from
previous yearsin; he stalisticsl section:it will neet to- ;mmée
arr explaaa:twmé.-

LAGABE Statement No.54; patagraph's.
2 Assrrring’ thit threre‘are ot wonsiaints o e use-of the amounty eventa:
-pltvoeliected.

B.Assuraimy that thers argrnot konsiain ontheuse of the procedds ofthe
aveniual sale.

4 The-eriteris for restricted mret sesels setforth in GASE Statement Mo,
Birsic Finaeidl Setements — anil Mm@gmem % Distussion arseh dmalysts
— gt Srareand Local-Goverments:paragraph. 34, ave ientical to the oi-
teris forrestrged furid-bolgndesneGASE Statement No. 34, paragraph8.

el theuse ofthe-anipunts fob¢cdllected-on-lonptern loans recetvable
ant fheameunts residtiag fom fhesale of nonfinancial assets is subject
wrresmicionsthenithose xtemsfshmulc{ Tgesredléciod nsrestricted furid bat
anod, ratherthan: My nonspendable fund balance,

51 the-useof the amounts o be collecterd bn foniterm loans réceivabie
anddheamounts msu}tﬁag,,i o the sale of nonfismcial assefsiis- commit
ted, firen those jtems should berellected in committed furd balence,
ol thap i norspentablefund: balanve.

TaiFthevyeof theamewnts ¢ becsliscted on longtern: joanstaceivatie
and e dmounts resuiting from: the sale-6f nonfinanciil assels s
assignex), fhenthose rems shiould be reflected] in assigned fond alance,
rather thanin nonsperidable fund balance,

STEPHERN FOALFTHEER i direcior of the GEOAs Tethnital Services
Cerer # ChicagoBines. '
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