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CITY OF MARTINEZ
CITY COUNCIL AGENDA


February 16, 2011
TO:
Mayor and City Council

	FROM:   


	Cathy Spinella, Finance Manager


	SUBJECT:

DATE:                      
	Implementation of the New Fund Balance Reporting in accordance with GASB Statement No.54
February 4, 2011

	
	


RECOMMENDATION:
Adopt a Resolution classifying the various components of fund balance as defined in Governmental Accounting Standards Board No. 54 (GASB54).  
BACKGROUND:

In February 2009, the Governmental Accounting Standards Board (GASB) issued GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions.  The City must comply with Statement No. 54 in Fiscal Year 2010-11.  This new standard does not change the total amount of a given fund balance, but it substantially alters the categories and terminology used to describe the components that make up fund balance.  This Statement also establishes fund balance classifications that comprise a hierarchy based primarily on the extent to which government is bound to observe constraints imposed upon the use of the resources reported in governmental funds.  
The term fund balance is used to describe the difference between assets and liabilities reported within a governmental fund.  In the past, fund balance had been classified into three separate components: Reserved, Designated and Undesignated.  There are almost always restrictions or limitations on how the resources of a fund can be used.  The force of these limitations can vary significantly depending on their source.  The various components of the new fund balance reporting standards are designated to indicate the extent to which the City is bound by these restrictions placed upon the resources.  

GABS 54 define five new components of fund balance that will replace the current existing three components.  The five components are:

A. Non-Spendable Fund Balance 


That portion of a fund balance that includes amounts that cannot be spent because they are either (a) not in a spendable form, such as prepaid items, inventories of supplies, or loans receivable; or (b) legally or contractually required to be maintained intact, such as the principal portion of an endowment.  This category was traditionally reported as a “reserved” fund balance under the old standard.

B. Restricted Fund Balance – That portion of a fund balance that reflects constraints placed on the use of resources (other than nonspendable items) that are either (a) externally imposed by creditors (such as through debt covenants), grantors, contributors, laws or regulations of other governments; or (b) imposed by law through constitutional provisions or enabling legislation.  This category was traditionally reported as a “reserved” fund balance under the old standard.

C. Committed Fund Balance – That portion of a fund balance that includes amounts that can only be used for specific purposes pursuant to constraints imposed by formal action of the government’s highest level of decision making authority, and remain binding unless removed in the same manner.  This category was traditionally reported as a “designated” fund balance under the old standard.

D. Assigned Fund Balance – That portion of a fund balance that includes amounts that are constrained by the government’s intent to be used for specific purposes, but that are neither restricted nor committed.  Such intent needs to be established at either the highest level of decision making, or by an official designated for that purpose.  This category was traditionally reported as a “designated” fund balance under the old standard.

E. Unassigned Fund Balance - That portion of a fund balance that includes amounts that do not fall into one of the above four categories.  The General Fund is the only fund that reports this category of fund balance.  This category was traditionally reported as an “undesignated” fund balance under the old standard.

The following table compares fund balance classifications currently in use by the City to those established by GASB 54.
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ELIMINATED 

CLASSIFICATIONS

NEW GASB 54 

CLASSIFICATIONS

Reserved Non-Spendable

Restricted

Unreserved: Committed

Designated Assigned

Unreserved:

Undesignated Unassigned


FISCAL IMPACT: 
There is no direct fiscal impact of implementing GASB Statement No. 54.  The amounts reported as the total fund balance in any given fund are not altered.  Only the reporting of the individual components that make up the total fund balance has changed.  The Fiscal Year 2010-2011 audit and Financial Reporting must be structured with the implementation of the GASB Statement No. 54.  These new classifications are required to be used on external formal financial reporting documents.

ACTION:  
Motion adopting resolution implementing GASB 54: Fund Balance Reporting and Governmental Fund Type Definitions.
Attachments: Resolution
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APPROVED BY:        City Manager

RESOLUTION NO.  -11

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MARTINEZ CLASSIFYING THE VARIOUS COMPONENTS OF FUND BALANCE AS DEFINED IN GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENT NO. 54
WHEREAS, in February 2009, the Governmental Accounting Standards Board issued Statement No. 54 entitled “Fund Balance Reporting and Governmental Fund Type Definitions”; and 

WHEREAS, Statement No. 54 classifies the various components of fund balance into five components; and

WHEREAS, the various components of fund balance are defined in Attachment 1 to this resolution; and

WHEREAS, the classification and reporting of fund balance components as required by Governmental Accounting and Standards Board Statement No. 54 will become effective starting with the 2010/11 fiscal year.

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Martinez adopts the classifications of the various components of fund balance as defined in Governmental Accounting Standards Board Statement No. 54 as outlined in Attachment 1.

* * * * * *

I HEREBY CERTIFY that the foregoing is a true and correct copy of a resolution duly adopted by the City Council of the City of Martinez at a Regular Meeting of said Council held on the 16th day of February, 2011, by the following vote:

AYES:


NOES:


ABSENT:



RICHARD G. HERNANDEZ, CITY CLERK


CITY OF MARTINEZ

ATTACHMENT 1

VARIOUS COMPONENTS OF FUND BALANCE AS DEFINED BY GOVERNMENTAL ACCOUNTING STANDARDS BOARD STATEMENT NO. 54

Nonspendable Fund Balance:

Petty Cash: The portion of fund balance that represents the asset amount of petty cash, held by a given fund.

Inventories: The portion of fund balance that represents the asset amount of supply inventories, held by a given fund.

Prepaid Expenditures: The portion of fund balance that represents the asset amount of prepaid expenditures, held by a given fund.

Notes Receivable: The portion of fund balance that represents the asset amount of notes receivable, held by a given fund.

Advances to Other Funds: The portion of fund balance that represents the asset amount of cash advanced to other funds, held by a given fund.

Loans Receivable: The portion of fund balance that represents the asset amount of loans receivable, held by a given fund.

Restricted Fund Balance:

Debt Service: The portion of fund balance derived from those funds within a given fund that has been set aside for debt service.

Grants: The portion of fund balance derived from grant funds.

Fund Balance-Restricted: The portion of fund balance that is in a governmental fund that is restricted due to limitations imposed by law through constitutional provisions or enabling legislation and not otherwise defined above.
Committed Fund Balance:

Pension Obligations: The portion of fund balance set aside to address future pension rate increases.
Insurance: The portion of fund balance set aside by a worker’s compensation and liability rebate in 2008-09 to address future rate increases.

Catastrophe:  The portion of fund balance set aside for the costs associated with responding to an emergency in the event of a disaster.

Contingencies: The portion of fund balance set aside for the expense of unanticipated damage and/or loss due to a disaster or unforeseen emergency.
Economic Uncertainty: The portion of fund balance set aside to address the potential loss of City revenue resulting from State budgetary action.

Fund Balance-Committed: The portion of fund balance that is in any non-general fund governmental fund that is committed under the “Committed Fund Balance” definition as prescribed by Governmental Accounting Standards Board Statements No. 54 and not otherwise defined in this category.
Assigned Fund Balance:
Encumbrances: To account for the portion of fund balance that is being used to fund appropriations being carried over from the prior year into the current fiscal year.

Deferred Maintenance: The portion of fund balance set aside to be used in future years for the deferred maintenance on City buildings.
Rent at 636 Ward Street: The portion of fund balance to be used to cover the costs of the annual rent of 636 Ward Street over the life of the rental contract.

Retiree Health Benefits: The portion of fund balance to be used to annually fund the City’s OPEB obligation.

Bus Stop Shelter: The portion of fund balance that is derived from funds received through the selling of advertisements at bus stop shelters, to be used for the improvement to existing shelters and/or to construct new shelters. 
Department of Boating and Waterways Funding for Marina Loan: To account for funds set aside to establish an account with DBAW in order to secure loans for the Marina.

Capital Improvements: The portion of fund balance that has been appropriated for specified capital projects per the capital improvement project budget and remains unspent.

Unassigned Fund Balance (General Fund Only)
Fund Balance: Any portion of General Fund balance that does not fall under any of the fund balance definitions presented above.
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