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FOREWORD

This guide was developed to assist financial statement preparers and attestors in the implementation and
application of the new reporting model, including GASB Statements No. 33, Accounting and Financial Reporting for
Nonexchange Transactions, No. 34, Basic Financial Statements—and Management’s Discussion and Analysis—for
State and Local Governments, No. 35, Basic Financial Statements—and Management’s Discussion and Analysis—for
Public Colleges and Universities, No. 36, Recipient Reporting for Certain Shared Nonexchange Revenues, No. 37,
Basic Financial Statements—and Management’s Discussion and Analysis—for State and Local Governments:
Omnibus, and No. 38, Certain Financial Statement Note Disclosures.

Since the release of Statement 33 in December 1998, many questions have been posed to GASB staff regarding
the implementation of that Statement and its application in various reporting situations. Although a significant number
of those questions addressed initial implementation and transition issues, most of the questions have ongoing
applicability. Because staff responses to individual technical inquiries reach only a small portion of the GASB’s
constituents, the GASB adopted the Implementation Guide concept to broaden the application of staff guidance.

Guidance in an Implementation Guide is limited to clarifying, explaining, or elaborating on an underlying standard
(usually a Statement, Interpretation, or Technical Bulletin). The topics addressed may include issues raised by
constituents in due process or as a result of subsequent application of a standard, as well as issues anticipated by
the GASB staff. An Implementation Guide may also address issues related to the application of a standard to specific
industries. Generally, a GASB Statement, Interpretation, or Technical Bulletin would be more appropriate to address
new issues or to amend existing guidance on issues previously addressed.

The governments that have implemented the model-related Statements early have been particularly helpful in
raising issues that will benefit other governments as they begin implementation.

The GASB’s Implementation Guides are classified as category (d) in the hierarchy of generally accepted accounting
principles, as set forth in paragraph 12d of AICPA Statement on Auditing Standards No. 69, The Meaning of “Present
Fairly in Accordance with Generally Accepted Accounting Principles” in the Independent Auditor’s Report (SAS 69).
Category (d) includes “practices or pronouncements that are widely recognized as being generally accepted because
they represent prevalent practice in a particular industry, or the knowledgeable application to specific circumstances
of pronouncements that are generally accepted.” SAS 69 specifically states in the “Application to State and Local
Governmental Entities” section that “category (d) includes implementation guides (Qs and As) published by the GASB
staff. . . .” However, the illustrative examples and exercises accompanying the text of this Implementation Guide are
nonauthoritative guidance.

This guide was prepared and published in accordance with the GASB’s Implementation Guide procedures. These
procedures require public announcement of the project, exposure of the proposed guide to the Board and an advisory
committee, and approval of the final guide by the director of research. Moreover, an Implementation Guide will not be
published if a majority of Board members object to its issuance.

The publication of this guide would not have been possible without the concerted efforts of the GASB staff and the
advisory committee. Senior project manager Kenneth R. Schermann served as the primary author of the guide, with
project managers Joseph C. Blythe, Wesley A. Galloway, and Roberta E. Reese making substantial contributions by
developing various questions, illustrations, and exercises. Terry Patton, research manager, also provided valuable
input during his review of the guide. As with all of the model-related Statements, this truly was an entire staff effort with
everyone contributing in some form to the process.

The application of GASB pronouncements is an ongoing process. A guiding principle in the GASB’s mission
statement addresses the need to review the effects of past decisions and to provide additional guidance when
appropriate. This staff Implementation Guide represents just one of the many methods that the GASB uses to fulfill
this important responsibility.

In addition, several organizations are in the process of developing nonauthoritative companion guides for specific
types of governmental entities and other books and materials related to Statement 34. All of these efforts will assist
in the implementation and ongoing application of the new reporting model.

Norwalk, Connecticut David R. Bean
December 2001 Director of Research
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PREFACE

This Implementation Guide is intended to help preparers and auditors understand and implement the provisions of
a series of GASB standards centering around Statement 34. Although the focus of the questions is primarily on the
requirements of Statement 34, we also cover a variety of issues from Statements 33 through 38. In April 2000, we
published the Guide to Implementation of GASB Statement 34 on Basic Financial Statements—and Management’s
Discussion and Analysis—for State and Local Governments to provide immediate guidance for governments that
were implementing the Statement early. Since the release of that guide, dozens of governments have completed
implementation (and a few have two years under their belts), and in that process have generated a substantial body
of new questions that need answers. It is our intent to answer those questions in this guide. The questions are not
hypothetical; they generally come from governments that have completed implementation or are currently in the
process of doing so. The initial guide included 291 questions, and this sequel answers 171 more. Nevertheless, we
know that there will be more questions, and we expect to continue to address implementation issues for the next
several years through the GASB’s formal technical inquiry system on our website. Readers of this guide should keep
in mind that some of the questions are based on specific situations, and as the facts change, so too might the answer
to the question.

During the preparation of this guide, we had the invaluable support of an advisory group whose members
commented on preliminary drafts. Their comments, suggestions, and recommendations were very helpful and
contributed greatly to the quality and usefulness of this document. The advisory group members were:

Name Affiliation

Ken Al-Imam Conrad & Associates

Gregory S. Allison University of North Carolina, Institute of Government
Steve Allison Idaho State Controller’s Office

William Bornhauser Berea (OH) School District

Dr. John Engstrom Northern lllinois University

Mary M. Foelster American Institute of Certified Public Accountants
Eric V. Formberg Plante & Moran, LLP

Dr. Robert J. Freeman Texas Tech University

Larry Goldstein National Association of College and University Business Officers
J. Dwight Hadley Albany International Airport

Gary Heinfeld Heinfeld & Meech, P.C.

Robert C. Kuehler KPMG LLP

Stephen L. Larson Caporicci & Larson, CPAs, LLP

Jake Lorentz Government Finance Officers Association

Dianne Mitchell McKay Tennessee Department of Finance and Administration
David J. McDermott Colorado State Controller’s Office

Riva Mirvis PricewaterhouseCoopers, LLP

Dr. G. Robert Smith, Jr. Middle Tennessee State University

Steven A. Solomon KPMG LLP

Peter R. Sorem Ohio State Auditor’s Office

Marcia Taylor City of Mt. Lebanon, PA

Laura B. Triggs City of Alexandria, VA

Marcy Twyman City of Guymon, OK

Venita M. Wood Independent Consultant

Marcy Yates Washington State Department of Transportation

The members of the advisory group do not necessarily approve of or agree with the answers provided in the
Implementation Guide. Likewise, they are not responsible for the accuracy of the information provided.
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We would like to acknowledge and thank several others who made noteworthy contributions to this document.
Carol Pightling and Karen Mabry from Tulare County, California, agreed to let us use their county’s financial
statements as the model for our illustrative statements and helped us with the conversion. Michelle Czerkawski of the
GASB staff reviewed the illustrative financial statements and notes. Ellen Falk, Greta DeAngelis, and Patti Waterbury
provided their expert assistance in formatting, editing, and polishing the material in the guide. Finally, special
recognition and thanks are given to the Production department for their dedication to publishing this guide on a very
tight time schedule (as usual).

Joe Blythe

Wes Galloway
Roberta Reese
Ken Schermann

Vi
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The Governmental Accounting Standards Board has authorized its staff to prepare Implementation Guides that
provide timely guidance on issues encountered during the implementation and application of GASB pronounce-
ments. The GASB has reviewed this Implementation Guide and does not object to its issuance.

The information in this Implementation Guide need not be applied to immaterial items.

QUESTIONS AND ANSWERS

Assessing Materiality in Preparing Financial Statements

1.

Q—In preparing financial statements, how should those financial statements be viewed for determining
materiality?

A—Governmental activities, business-type activities, and each major fund are considered to be quantitatively
material.

Decisions about what should be reported separately in the basic financial statements were based on the
understanding that users need financial statements or information to be provided for certain reporting units
within a primary government. Some information is required to be reported because of its quantitative signifi-
cance; other information may be required for qualitative reasons rather than its monetary significance. Materi-
ality determinations, both quantitative and qualitative, made in preparing financial statements should be
responsive to, and consistent with, those requirements. That is, requirements in Statement No. 34, Basic
Financial Statements—and Management’s Discussion and Analysis—for State and Local Governments, to
provide separate financial statements or information are based on the belief that particular reporting units are
“material.”

Paragraph 14 of Statement 34 reinforces the concept in Statement No. 14, The Financial Reporting Entity, that
the focus of government-wide statements should be on the primary government—as opposed to its component
units or the financial reporting entity as a whole. Paragraph 15 of Statement 34 establishes that a primary
government is composed of its governmental activities and its business-type activities, and that financial
statements for each of those two types of activities should be displayed. Paragraph 75 states that the focus of
governmental and proprietary fund financial statements is on major funds; that paragraph requires governments
to separately report the financial statements or information of certain individual governmental and enterprise
funds (based on quantitative measures). The significance of governmental and business-type activities and
major funds is further emphasized in the note disclosure requirements of Statement 34. Paragraph 113 states
that the notes to financial statements “should focus on the primary government—specifically, its governmental
activities, business-type activities, major funds, and nonmajor funds in the aggregate.”

Despite the primacy of governmental activities, business-type activities, and major funds, Statement 34
nevertheless provides display requirements for all funds and activities. Paragraph 75 states that nonmajor
governmental and enterprise funds should be aggregated and each aggregation should be displayed in a single
column in the appropriate fund financial statements. In addition, paragraph 96 requires governments to use a
single column in the proprietary fund financial statements to display internal service funds. Finally, para-
graph 106 requires that fiduciary fund financial statements include a separate column for each fiduciary fund
type. These display requirements, while appearing to similarly require “separate” reporting, differ from those for
major funds and governmental and business-type activities because they address how to report the financial
statements of funds that are outside of the primary focuses discussed above.



[Completely Superseded]

The components of the remaining fund information—nonmajor funds, internal service funds, and fiduciary
funds—may or may not be quantitatively material. The determination of how the data presented for those
reporting units should be assessed should be based on professional judgment considering relevant qualitative
factors and the relationship of the remaining fund reporting units to other appropriate information in the financial
statements. For example:

e Quantitative materiality for the aggregated nonmajor (governmental or enterprise) funds or internal service
funds could be based on the significance of the column compared to all governmental and proprietary funds.

e The aggregated internal service funds and the nonmajor enterprise funds also could be evaluated against all
proprietary funds. Similarly, the nonmajor governmental funds column might be compared to total govern-
mental funds.

e The quantitative materiality determination for each fiduciary fund type could be made based on the
significance of those funds to all fiduciary funds of the reporting government, or it could be based on the
significance of those funds to all funds of the government.

In all cases, qualitative materiality aspects should be appropriately considered.
Q—How should the information in the reconciliations be assessed when determining materiality?

A—Reconciliations explain the differences between results and balances in fund financial statements and their
counterpart measurements in the government-wide statements. The reconciliations present details of assets,
liabilities, revenues, and expenses that should be reported only in the government-wide statements and
financing sources and uses that should not be reported in the government-wide statements. Consequently, the
reconciliations are links to the government-wide statements and should be considered in conjunction with those
statements when assessing materiality.

Q—Paragraph 76 of Statement 34 permits governments to report as a major fund any other governmental or
enterprise fund that the government’s officials believe is particularly important to financial statement users. Are
those “voluntary” major funds accorded the same materiality status as the funds that are requiredto be reported
separately based on the percentage criteria in paragraph 76?

A—Yes. After a fund is determined to be major, there is no distinction between those that were required to be
reported as major and those that were voluntarily designated as major. As discussed in the answer to Qf1,
materiality assessments should consider both quantitative and qualitative characteristics.

Q—Are major component units equivalent to major funds with regard to assessing materiality?

A—No. There are similarities, but major funds and major component units are not equivalent. Financial
statements for major funds and financial information for major component units are required to be separately
reported in the basic statements. Even though the separate reporting requirements of major component units
and major funds appear to be similar, the criteria used to determine major funds differ from the considerations
involved in selecting major component units, and there are other important differences—for example:

e Paragraph 75 of Statement 34 requires governments to present each major fundin a separate column in the
appropriate fund financial statements. Governments can meet the major component unit reporting require-
ments of Statement 14 in three ways: by using multiple columns and rows in the government-wide financial
statements, by including combining statements in the basic statements, or by presenting condensed financial
information in the notes.

e Paragraph 125 states that the component unit overview reporting requirements in Statement 14 are met by
discrete presentation in the government-wide statements. If major component units are not displayed
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separately in the government-wide statements, major component unit reporting (in combining statements or
notes) provides the supporting details of that overview presentation, as indicated in paragraphs 11 and 51 of
Statement 14. In contrast, major funds are regarded as separate reporting units rather than supporting details
of a fund category or the government-wide statements.

o Disclosures for a major component unit are required if deemed essential for fair presentation of the reporting
entity’s financial statements (paragraph 63 of Statement 14). Disclosures for major funds are accorded a
higher level of significance in paragraph 113 of Statement 34, which states that “the notes should focus on
the primary government—specifically, its governmental activities, business-type activities, major funds, and
nonmajor funds in the aggregate” (emphasis added).

e Separate audited financial statements are generally issued for major (and nonmajor) component units. The
information presented in the reporting entity’s financial statements may be taken from those separate
financial statements without substantive modification.

Those differences should be considered in making materiality determinations for major component units when
preparing the reporting entity’s financial statements.

Q—In preparing financial statements, how should the financial information of major component units be
assessed for determining materiality?

A—Major individual discretely presented component units should be assessed considering the characteristics
of major component unit information discussed in the answer to Q4, and based on an evaluation of both:

a. The component unit’s significance relative to the total discretely presented component units
b. The nature and significance of the unit’s relationship to the primary government.

Q—If there are no major component units, all that is required by Statement 14 is discrete presentation of the
aggregated (or in some instances, a single) nonmajor component units in the government-wide statements. How
should materiality be assessed for component unit information when there are no major component units?

A—Determining how that information should be assessed should be based on professional judgment, consid-
ering relevant qualitative factors and the relationship of the nonmajor component unit information to other
appropriate information in the financial statements. For example, quantitative materiality of the component unit
information might be determined based on its significance compared to governmental activities and business-
type activities. Alternatively, it could be compared to major funds.

Management’s Discussion and Analysis (MD&A)

7.

Q—Paragraph 11 of Statement 34, as amended, explains what should be in MD&A and states that only the most
relevant information should be included. Based upon that notion, should paragraph 11d be interpreted to mean
that only major funds are required to be addressed?

A—The analysis of balances and transactions of individual funds, as required by paragraph 11d, would normally
be confined to major funds. Nevertheless, governments are not precluded from discussing transactions or
changes in account balances of nonmajor funds.
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Q—Paragraph 11f of Statement 34 requires governments to include in MD&A a discussion of long-term debt
activity during the year. Should that discussion include special assessment debt for which the government is not
obligated in any manner?

A—No. Special assessment debt for which the government is not obligated in any manner is not debt of the
government (under Statement No. 6, Accounting and Financial Reporting for Special Assessments, such special
assessment debt is only disclosed, not displayed) and is not required to be included in the discussion of
long-term debt activity. However, such debt might be discussed in connection with capital asset activity if, for
example, the proceeds were used to build or acquire significant infrastructure assets for the government.

Q—In the discussion of significant general fund budget variances, is it sufficient to state that the original budget
was increased to cover higher-than-expected expenditures?

A—No. MD&A is required to provide an analysis of significant budget variances. The analysis should discuss
reasons for those variances including those that are expected to significantly affect future services or liquidity.
MD&A should explain why the variances occurred (for example, the factors that contributed to expenditures
exceeding budgeted amounts). The analysis may refer the reader to discussions of those reasons presented in
other sections of the MD&A.

Government-wide Financial Statements

Statement of Net Assets

10.

11.

Q—If a government elects to use the classified format in its government-wide statement of net assets, is it
required to separately display restricted assets of governmental activities?

A—Statement 34 does not require separate presentation of restricted assets in the government-wide statement
of net assets for either governmental activities or business-type activities; however, the decision to use the
classified format may result in the presentation of a portion of restricted assets as “noncurrent.” The classified
format distinguishes between current and noncurrent assets and liabilities as defined in Chapter 3 of Accounting
Research Bulletin (ARB) 43, Restatement and Revision of Accounting Research Bulletins. One of the require-
ments of that approach is that current assets should exclude assets that will not be used in current operations,
are restricted for acquisition or construction of noncurrent assets, or are restricted for liquidation of long-term debt.

Resources accounted for in the general fund, special revenue funds, and debt service funds are generally
expected to be used in current operations or to liquidate current obligations and thus generally would be
considered current assets. Conversely, a portion of the resources accounted for in capital projects funds and
permanent funds may meet the criteria for assets that should not be reported as current assets.

Question 82 in the Guide to Implementation of GASB Statement 34 on Basic Financial Statements—and
Management’s Discussion and Analysis—for State and Local Governments: Questions and Answers discusses
reporting restricted assets when the “order of liquidity” format is used. (Hereafter, that Implementation Guide is
referred to as Q&A 34.)

Q—A general state statute pertaining to local government finances requires that “revenues derived from a fee
or charge shall not be used for any purpose other than that for which the fee or charge was imposed.” If certain
fees of a local government in that state have been charged for the specific purpose of future infrastructure
replacement, should those accumulated fees be reported as restricted net assets in the statement of net assets?

A—Yes. The general statute applies to all jurisdictions in the state and creates a legally enforceable restriction
on the use of resources raised through fees and charges. Therefore, in this example, the residual net assets
should be displayed in a restricted net assets account.
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Q—A state government imposes a new (or incremental) tax through legislation that includes a legally enforce-
able restriction on the use of the resulting tax revenues. Five years later, the state legislature passes a new,
equally enforceable law that changes the purpose for which those taxes can be used. Are net assets generated
by the tax under the new law restricted?

A—Yes. Even though the new restriction is not established by the original “enabling” legislation, the net assets
are nevertheless subject to a legally enforceable restriction on their use. Net assets resulting from taxes raised
under the initial enabling legislation remain restricted for the original purpose, and the net assets resulting from
taxes raised under the new law are restricted for a different purpose.

Paragraph 327 of the Basis for Conclusions of Statement 34 emphasizes the substance of the legislation as the
determining factor when considering whether net assets are restricted. If resources are indeed restricted by
virtue of a legally enforceable and binding action of the legislature, the substance is the same, regardless of
whether the limitations were imposed in the initial enabling legislation or in a subsequent amendment. The
substance is that resources are being held pursuant to legally enforceable, binding restrictions. Paragraph 34
would consider those resources “restricted.”

In this illustration, the amendment to the original enabling legislation does not restrict the use of previously
unrestricted resources, nor does it simply “earmark” (signifying management’s intent) the original revenue
source. In those instances, the accumulated resources would be designated rather than restricted.

Q—Paragraph 58 of Statement 34 states that internal balances should be eliminated from the total primary
government column. However, because some governments have blended component units with different fiscal
years, the internal accounts may be “out of balance” at the reporting date due to the timing difference. In those
situations, is it acceptable to report an internal balance in the total primary government column?

A—Yes. In those instances, the total primary government column would report an internal balance. Para-
graph 60 of Statement 14 requires the reason for the imbalance to be disclosed in the notes.

Q—A “Street Repair and Maintenance” special revenue fund accounts for revenues derived from a state-shared
motor fuel tax that is restricted by the state for use in maintaining streets. The fund also receives an annual
subsidy in the form of a transfer from the general fund. When fund balance is converted to net assets for the
government-wide statement of net assets, how should the government allocate the net assets between
restricted and unrestricted?

A—The government should establish policies regarding the application of restricted and unrestricted resources.
Paragraph 115h of Statement 34 requires disclosure of the accounting policy used. As a result, if the government
elects to first use restricted resources, a portion of the remaining net assets would likely be unrestricted. On the
other hand, if the opposite were true and unrestricted resources were applied first, a portion of the balance in
net assets would probably be restricted. Either approach is acceptable, and neither is preferred over the other.

Q—Should capital debt that is related to capital assets that are not being reported, as might occur prior to
retroactively reporting infrastructure or for phase 3 governments that choose not to retroactively report
infrastructure, be classified in net assets invested in capital assets, net of related debt?

A—Yes. Net assets invested in capital assets, net of related debt, should include all debt associated with capital
assets. (See Q16 about reporting negative net assets.)
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Q—If outstanding capital debt exceeds the carrying value of capital assets reported, what caption should be
used for the net assets component?

A—The account title “Invested in capital assets, net of related debt” should still be used, even if the amount is
negative. Reporting in that manner informs the financial statement reader that there is capital debt.

Q—Restricted assets have been accumulated to pay the current maturity of bonds payable that are classified
as capital-related debt. Which component of net assets should the current portion of the debt reduce—restricted
net assets or invested in capital assets, net of related debt?

A—Paragraph 33 of Statement 34 states that bonds issued for the acquisition, construction, or improvement of
capital assets should be regarded as capital-related debt. Despite the fact, in this example, that financial
resources have been set aside in a restricted account to pay the current installment, the debt meets the
definition of capital-related debt and should be treated as such in the calculation of the net assets components.

Q—If assets in a “restricted” fund exceed the requirements of the restrictions placed on that fund, should the
excess be reported as unrestricted in the statement of net assets?

A—Yes. Assets in a restricted fund that exceed the amounts required to be restricted by the external parties or
the enabling legislation would not be considered restricted for the statement of net assets.

Q—Which component(s) of net assets do unamortized debt issue costs and deferred amounts from refundings
affect—invested in capital assets, net of related debt; restricted net assets; or unrestricted?

A—Unamortized debt issue costs and deferred amounts from refundings “follow the debt” in calculating net
asset components for the statement of net assets. That is, if debt is capital-related, the deferred amounts would
be included in the calculation of “invested in capital assets, net of related debt.” If the debt is restricted for a
specific purpose and the proceeds are unspent, the net proceeds would affect “restricted net assets.” Reporting
both within the same element of net assets prevents one classification from being overstated while another is
understated by the same amount. If the debt proceeds are not restricted for capital or other purposes, the
unamortized costs would be included in the calculation of unrestricted net assets.

Q—A local government issued general obligation bonds for the purpose of constructing capital facilities for an
enterprise fund. The government’s officials have determined that the enterprise fund will make the principal and
interest payments on the bonds. On the government-wide statement of net assets, would the government report
governmental activities with debt but no asset, and business-type activities with the asset with no debt?

A—No. NCGA Statement 1, Governmental Accounting and Financial Reporting Principles, paragraph 42, states
that bonds, notes, and other long-term liabilities directly related to and expected to be paid from proprietary funds
should be included in the accounts of such funds. Therefore, in this situation, the debt should be reported as
enterprise fund (and consequently BTA) debt, because it is expected that the enterprise fund will repay the debt.
If that were not the case, however, in the government-wide statement of net assets, business-type activities
would report an asset and no debt, and governmental activities would report debt and no asset. (See Q24 for
guidance about reclassifying the debt within a total column.)
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Q—In the preceding question, if the recipient of the capital assets is a discretely presented component unit,
rather than an enterprise fund, should the component unit include the debt in its financial statements?

A—A government (the component unit, in this case) should report the general obligation debt of another
government as a liability only if it is legally obligated to repay it. This answer differs from the response to the
preceding question because the debt is an obligation of the primary government (a separate legal entity), and
within its legal entity, the government may assign the debt to the fund from which repayment is expected. On
the other hand, a component unit is an entity legally separate from the primary government and a similar
“assignment” of debt cannot be made. Both Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions, and Statement 34 regard transactions with discretely presented component units
as external transactions.

Q—In computing the “restricted” component of net assets, are governments required to “close” nominal
accounts into that component? That is, is it necessary to account for the change in the net asset balance by
adding restricted revenues and deducting expenses incurred for the specified purposes?

A—No. Statement 34 follows a change in fotal net assets approach and does not require presentation of a

statement of changes in the components of net assets, nor does it require disclosure of the changes in restricted

net assets. The concept of “restricted” net assets focuses on balances rather than transactions. “Restricted net
assets” is composed of restricted assets, as defined in paragraph 34, reduced by reported claims against those
assets. Therefore, if a government has net assets at year-end that are subject to a legally enforceable restriction
on their use, those net assets should be reported as restricted in the statement of net assets.

Q—Are governments required to use the “consumption” method of accounting for inventories in the
government-wide statement of net assets?

A—Yes. The consumption method of inventory accounting is consistent with the economic resources meas-
urement focus and the accrual basis of accounting required in the government-wide statements. Thus, if the
government uses the purchases method in its governmental funds and the consumption method produces
different results, the difference should be included in the reconciliations of governmental funds to governmental
activities.

Q—A county government issues debt to finance the construction of school facilities for the local school district,
a discretely presented component unit of the county. The county reports the debt and the school district reports
the capital assets (see Q21); therefore, the debt is not considered to be “capital-related” debt of the county.
In the reporting entity financial statements, if the county elects to present an optional “reporting entity” total
column, can the debt be reported as capital debt in that total column?

A—Yes. When the total reporting entity is presented as the reporting unit, the debt /s related to capital assets
within that reporting unit. Consequently, unrestricted net assets and net assets invested in capital assets, net of
related debt, of the reporting entity are not equal to a simple combination of those net asset components of the
primary government and its component units. An explanation of the reclassification could be presented in the
notes to the financial statements.
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Capital Assets and Infrastructure

Capitalization Amount and Policy

25.

26.

27.

28.

Q—Footnote 67 states that the government that has the primary responsibility for managing an infrastructure
asset should report the asset. What is the significance of ownership to the responsibility for managing and
maintaining an asset?

A—The guidance in footnote 67 applies only in instances when ownership is unclear. Ownership of land and
buildings, for example, can usually be clearly determined through review of appropriate documents, such as
deeds, easements, and contracts. Ownership of infrastructure associated with land, such as roads, sidewalks,
and sewers, may not be as clearly documented. In such cases, the government with primary responsibility for
managing the asset should report the asset.

Q—Is title to an asset always equivalent to ownership?

A—From a legal perspective, ownership is a collection of rights to “use and enjoy” property, including the right
to transmit it to others. For assets held for public benefit, such as roads, the right to use and enjoy property
includes the right to determine how the property is used. All rights may not be vested in a single entity. The term
title is used to refer to the right to or ownership of an asset and is also used to refer to the evidence of such
ownership. Title is evidence of legal ownership, although that ownership may be held for the entity’s own benefit
or for the benefit of another entity. Generally, holding title to an asset equates to ownership, and the entity that
holds title to an asset should report the asset in its financial statements. However, the facts and circumstances
of the situation should be considered. There may be instances in which title is held by one entity, yet some rights
of ownership are held by another entity. For example, the lessee reports assets under capital lease although the
lessor holds title.

Q—The federal government often retains a reversionary interest in capital assets purchased by state and local
governments with federal awards. Should state and local governments report these capital assets?

A—Yes. Although property records may indicate that the capital assets were acquired with federal funds and the
federal government retains a reversionary interest in the salvage values of the assets, the state or local
government is the party that uses the assets in its activities and makes the decisions regarding when and how
the assets will be used and managed. The historical cost of these assets should be reported in the state or local
government’s statement of net assets, and depreciation expense, if applicable, for these assets should be
included in the expenses for the function that uses the assets.

Q—A city ordinance requires property owners to repair the sidewalks adjacent to streets when needed and to
permit them to be used as a public walkway. The ownership of the sidewalks is unclear. Should the city report
these sidewalks as infrastructure?

A—No. Footnote 67 states that in cases when ownership is unclear, a government should report a capital asset
when it has responsibility for managing (often, primarily responsible for maintenance) that asset. The property
owners have responsibility for maintaining sidewalks adjacent to streets. They decide what maintenance will be
performed, and when. They are financially responsible for maintenance including potential liabilities for failure to
perform maintenance. The city’s actions to establish regulations governing minimum standards for sidewalks
should not be considered taking responsibility for managing the sidewalk. Therefore, the city should not report
the sidewalks.
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Q—If one government is responsible for maintaining a capital asset and a different government is responsible
for replacing the same asset, which government should report the capital asset?

A—When ownership is unclear, the government with the responsibility for managing the asset should report it.
In this circumstance, the government that maintains the asset is the one that has responsibility for managing the
asset and, therefore, should report the asset.

Q—Should a government’s capitalization policy be applied only to individual assets or can it be applied to a
group of assets acquired together? Consider a government that has established a capitalization threshold of
$5,000 for equipment. If the government purchases 100 computers costing $1,500 each, should the computers
be capitalized?

A—Authoritative pronouncements do not address the manner in which a capitalization policy should be
established and applied. However, capitalization policies adopted by a government should find an appropriate
balance between ensuring that all material capital assets, collectively, are capitalized and minimizing the cost of
record keeping for capital assets. It may be appropriate for a government to establish a capitalization policy that
would require capitalization of certain types of assets whose individual acquisition costs are less than the
threshold for an individual asset. Computers, classroom furniture, and library books are assets that may be
immaterial for capitalization on an individual basis, yet might be considered material collectively.

Q—A city requires developers of new residential neighborhoods to build the infrastructure and then donate it to
the city at the completion of the project. The city does not receive reliable and timely data from these developers
about the cost of the donated infrastructure. How should the city determine the cost for these assets?

A—Per paragraph 18 of Statement 34, donated capital assets should be reported at estimated fair value at the
date of donation. The developer’s cost for the infrastructure in new residential neighborhoods would be an
acceptable estimate of fair value, but other estimates—for example, one made by the city’s public works
department—would also be acceptable.

Q—Streets that have been constructed by a developer and donated to a government comprise both the
infrastructure and the right-of-way or land upon which the infrastructure sits. The infrastructure should be
reported at the fair value at the date of donation. Should an additional amount be reported for the right-of-way
associated with the donated infrastructure?

A—Yes. The right-of-way should be reported at fair value at the time of acquisition in accordance with
paragraph 18.

Depreciation Methods

33.

Q—Statement 34 and Q&A 34 illustrate composite depreciation methods only in conjunction with infrastructure
assets. Can the composite method be applied to other capital assets?

A—Yes. Statement 34 and Q&A 34 use infrastructure assets as examples of assets that may be depreciated
using composite methods in order to emphasize the options available for infrastructure assets. Use of the
composite method can be applied to other types of capital assets.
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Q—Can composite depreciation be used for a diverse group of capital assets, such as a group including
buildings, building improvements, equipment, furniture, and vehicles?

A—Although composite depreciation is applied to groups of dissimilar assets, it should not be applied across
classes of assets. Paragraph 161 indicates that depreciation may be calculated for a class of assets, a network
or subsystem of assets, or individual assets. For example, all buildings could be grouped together and a single
composite rate applied to all. Or each building could be depreciated separately using a composite rate reflecting
the estimated useful lives of the various components of the building. When considering appropriate asset groups
for composite depreciation, a government should also consider the requirement in paragraph 44 for including
depreciation expense for capital assets that can specifically be identified with a function in its direct expenses
and the requirement in paragraph 117d to disclose the amount of current-period depreciation expense charged
to each function. Assets should not be grouped in a way that would prevent a government from meeting the
requirements of paragraphs 44 and 117d.

Modified Approach

35.

36.

37.

Q—Parks are capital assets that are long-lived and stationary in nature, two characteristics of infrastructure
assets. Can parks be considered infrastructure networks and, therefore, be eligible for the modified approach?

A—No. Because parks consist primarily of land, which is not considered to be infrastructure, parks should not
be considered infrastructure networks. Some of the subsystems within a park, such as roads, trails, or sewers,
could be considered infrastructure and could be eligible to use the modified approach. Some of the other
components of a park, such as buildings and sports facilities, are depreciable capital assets.

Q—A county that uses the modified approach to report its road network transfers a street to a city. Should the
street that is removed from the county’s road network be written off?

A—Yes. The street should be written off in the government-wide and enterprise fund financial statements, as
applicable, in the period that it is transferred to the city. A functional expense (for example, public works) should
be reported for the historical cost of the road, and the related asset account (for example, streets) should be
reduced by the same amount.

Q—A sanitary district completed a seven-year inspection cycle for its sewers in June 1999. Based on the results,
cost considerations, and expected lives, the next cycle was split into two schedules. Sewers in “very good”
condition will be inspected on a ten-year cycle and all others on a three-year cycle (15-20% of all sewers). Could
such an assessment completed in June 1999 satisfy the requirements of an initial assessment under State-
ment 347 Is the three-year requirement for completing condition assessments absolute, or will other consider-
ations allow for an extension based on the extensive life of some classes of assets?

A—Three years is the maximum length of a condition assessment cycle for all types of infrastructure. The initial
condition assessment performed over a period of seven years does not meet the requirements to begin using
the modified approach. Paragraph 24 requires that condition assessments be performed at least every three
years. Footnote 19 indicates that these condition assessments may be performed using statistical sampling and
may be performed on a cyclical basis. The assessment can be performed in a single year during the three-year
period or may be performed continuously over the three-year period. In either case, three years is the maximum
time over which a complete condition assessment is required to be completed. The ongoing plan for condition
assessment does not meet the requirements to use the modified approach due to the fact that some assets are
being assessed on a ten-year cycle. Every sewer need not be assessed during the three-year period. However,
every sewer should have an equal chance of being selected for testing during the three-year period as part of
a statistical sampling plan.
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Q—A government has had an asset management system in place for a particular infrastructure network for a
number of years and has made significant expenditures in the past few years to improve the condition of the
network. The overall condition assessments for the network, on a scale of 0 to 100, are 50 for the second prior
year, 60 for the prior year, and 70 for the current year. The government has established a minimum condition
level of 70 for the network. Can the government use the modified approach for the network in the first year that
the condition assessment is at the established condition level of 70, or should the government wait until there
are three condition assessments that demonstrate that the network is being preserved at the condition level
established by management as stated in paragraph 24b?

A—Consideration of three years of condition assessments was not intended to set an unreasonably high hurdle
for those initially adopting the modified approach. The transition provisions in paragraph 152 allow a government
to use the modified approach if only one condition assessment is available. This paragraph is intended to mean
that if only one condition assessment shows that the network is at the condition level established by
management, the modified approach can be used.

Q—A government adopts the modified approach and underspends the estimated amount needed to maintain
its infrastructure at the condition level established by the government. Should the government stop using the
modified approach and adopt depreciation accounting?

A—Attaining a certain level of spending on maintenance and preservation is not a criterion for determining if a
government is required to switch from the modified approach to depreciation. The conclusive indicator of a
government’s failure to preserve its infrastructure would be a decline in condition level such that the infrastruc-
ture is no longer at or approximately at the level established by the government. Some reasons for
underspending—such as mild weather, unexpected decline in usage, change in technology, and the economies
that could derive from effective asset management—may not be indicative of a decline in condition level.

Q—Governments that apply the modified approach should report as required supplementary information (RSI)
the estimated amounts needed to maintain and preserve the asset at (or above) the established condition level
and the amounts actually expensed for each of the past five reported periods. Are these amounts required to
be based on accrual standards?

A—Actual expenses should be reported on the accrual basis of accounting. The estimated amounts produced
by the asset management system could be on a nonaccrual basis. If estimated maintenance and preservation
information is not based on the accrual basis of accounting, that basis may be disclosed in a note to required
supplementary information.

Reporting Works of Art, Historical Treasures, and Similar Assets

41.

Q—What are some examples of organizations that hold collections of works of art and historical treasures?

A—*“Collections,” as used in Statement 34, generally has the same meaning as in FASB Statement No. 116,
Accounting for Contributions Received and Contributions Made. As used in that Statement, collections “gener-
ally are held by museums, botanical gardens, libraries, aquariums, arboretums, historic sites, planetariums,
z00s, art galleries, nature, science and technology centers, and similar educational, research, and public service
organizations that have those divisions; however, the definition is not limited to those entities nor does it apply
to all items held by those entities” (paragraph 128).

11
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Q—Should the animals in a city zoo be considered capital assets and, therefore, be capitalized and depreciated
over the estimated lives of the animals? Could zoo animals be considered a collection?

A—Zoo animals should be considered to be capital assets because they meet the definition in para-
graph 19—assets used in operations that have a useful life of greater than one year. They may also be
considered a collection. Collections of works of art, historical assets, and similar assets need not be capitalized
in the circumstances described in paragraph 27. Only successful breeding colonies of zoo animals would likely
meet the requirements in paragraph 27b that collections be preserved.

Q—Should all items added to a collection be capitalized regardless of whether they meet the capitalization
threshold?

A—No. Collections are capital assets for which application of a capitalization threshold is generally appropriate.

Q—The items in a collection, such as a mural painted on the wall of city hall, are permanently installed and
cannot be removed without destroying them or greatly reducing their value. To meet the criteria for a
noncapitalized collection, would a government still need to adopt a written policy that states that the proceeds
from the sale of such items be used to acquire other items for the collection?

A—No. The accounting requirements for collections were derived from those in FASB Statement 116. Para-
graph 129 in the Basis for Conclusions of that Statement says, in part: “The [FASB] decided that having an
organizational policy that requires that the proceeds from collection items sold be used to acquire other items
for collections demonstrates a commitment and a probability that the collections will and can be maintained.”
The nature of collection items that cannot be removed for sale without their destruction or a significant reduction
in their value sufficiently demonstrates a commitment and a probability that they will be maintained.

Q—Should the adjustment to report previously uncapitalized collections when Statement 34 is implemented be
reported as a correction of an error?

A—No. The GASB provided guidance on reporting collections of works of art and historical treasures for the first
time in Statement 34. This adjustment should be reported as adoption of a new accounting principle, which is
accounted for as a prior-period adjustment. It is not appropriate to identify it as a correction of an error because
there was no previous guidance on reporting works of art and historical treasures.

Q—The donation of a historical treasure in 1975 was not previously recorded. Its estimated value in 1975 was
$500,000; its current value is estimated to be $1,500,000. When this asset is reported as part of the
implementation of Statement 34, should it be reported at $500,000 or $1,500,000?

A—Donated assets should be reported at the fair market value at the date of donation as stated in para-

graph 18. The value of $500,000 is the appropriate amount at which to record the historical treasure donated in
1975.

12
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Statement of Activities

Level of Detail

47.

48.

49.

50.

Q—What are the criteria for determining which activities accounted for in enterprise funds are sufficiently
different to require separate reporting in the statement of activities?

A—Statement No. 37, Basic Financial Statements—and Management’s Discussion and Analysis—for State and
Local Governments: Omnibus, did not provide specific criteria that should be applied in determining whether one
enterprise fund activity is different from another—some professional judgment may be necessary. Generally, the
difference between activities is in the goods, services, or programs provided. Usually, the distinction is clear and
the decision is straightforward—for example, unemployment compensation is different from a housing loan
program, and each should be reported separately. Sometimes, however, difference is more subtle and judgment
may need to be applied. For example, is an intercollegiate athletic program different from higher education, or
is it an integral component of it? Professional judgment should be guided by the needs of the users of the
financial statements. Preparers should present the level of detail that provides the most meaningful information
to meet user needs.

Q—A city’s water department manages four separate water districts. The city uses separate enterprise funds to
account for the activities of each of the four districts. Is the city required to report each district as a separate
function or program in the statement of activities?

A—No. The city may report them separately, but is not required to do so. Statement 37 establishes the minimum
level of detail for activities accounted for in enterprise funds as different identifiable activities. In this case, even
though there is a separate and identifiable accounting for each district, the activity in the districts is the
same—production, treatment, and distribution of water. The city can combine the four districts as “Water
Utilities,” for example.

Q—A city uses a single enterprise fund to account for its water and electric utilities. Separate accounts are used
for capital assets, liabilities, revenues, and expenses of the two utility operations. Can the city report a single
“utilities” function in the statement of activities?

A—No. Provision of water and generation and distribution of electricity are different activities. The separate
accounting satisfies the identifiable criterion. The city should report, for example, “Water Utility” and “Electric
Utility” as separate functions or programs in the statement of activities.

Q—Component units that are engaged only in business-type activities are not required to present a statement
of activities in their separately issued financial statements. Consequently, those component units that follow the
guidance in paragraph 138 of Statement 34 do not distinguish between program and general revenues, even
though that information will be displayed in the reporting entity’s statement of activities. How should the
operations of those component units be included in the reporting entity’s statement of activities?

A—Component units that are not program-oriented, and would likely not report their operations in a net program
cost format, can be presented in the reporting entity’s statement of activities as if the component unit itself were
a single function/program. As a result, all revenues, except those that should be reported as general revenues
(taxes, for example), derive from the program and may be reported as program revenues. The specific program
revenue classifications can generally be inferred from the manner in which the revenues are reported in the
component unit’s operating statement—for example, capital contributions would be reported in the capital grants
and contributions column, operating and nonoperating grants would be included in the operating grants and
contributions column, and so forth.

13
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Expenses

51.

52.

58.

54.

Q—Statement 37 clarified that construction-period interest on assets used in governmental activities should not
be capitalized. If capital assets that will be used in enterprise funds are financed with general long-term debt,
should a portion of the interest on that debt be capitalized as construction-period interest?

A—Generally, no. Paragraph 46 of Statement 34 states that interest on general long-term debt generally should
not be allocated to functions or programs as a direct expense. Therefore, unless the debt is expected to be
retired by the enterprise fund (see Q20), it is considered general long-term debt, and construction-period interest
should not be included in the cost of the capital assets constructed.

The interest capitalization requirement in FASB Statement No. 34, Capitalization of Interest Cost, does not
require or anticipate matching specific debt to specific assets. Generally, that Statement requires a portion of all
interest expense to be allocated to the costs of all assets under construction during the period. Therefore, if the
enterprise fund has any type of debt, the portion of the interest expense that theoretically could have been
avoided should be capitalized as part of the cost of assets constructed during the period.

Q—Should capitalized interest be removed from the cost of capital assets that are “transferred” from an
enterprise fund to be used in governmental activities?

A—No. The assets transferred should be reported at their depreciated historical cost (net book value).
Construction-period interest is not capitalized on general governmental capital assets primarily because of the
requirement in paragraph 46 of GASB Statement 34 to report interest expense separately in the statement of
activities as a period cost. Removing the capitalized interest element from the cost of the asset transferred would
not affect the interest expense reported for governmental activities in the statement of activities.

Q—Should capitalized interest be removed from the cost of capital assets of enterprise funds that are reported
as governmental activities in the government-wide statements?

A—No. Paragraph 18 of GASB Statement 34 requires capital assets to be reported in the statement of net
assets at their historical cost. The historical cost of enterprise fund capital assets may include a capitalized
interest element.

Q—If city-wide vehicle maintenance expenditures are accounted for in the general fund, do the expenses
associated with specific functions or programs (police, public works, garbage collection, for example) need to be
reported as direct expenses of the various functions in the statement of activities?

A—Yes. If the maintenance expenses can be specifically identified with separately reported functions or
programs, paragraph 41 of Statement 34 requires those expenses to be included in the direct expenses of the
functions or programs. Vehicle maintenance is an internal operation or cost center, rather than a separate
function or program. The expenses that are not specifically identified with separately reported functions or
programs (including depreciation of the maintenance facilities) would be reported with “general government” or
a similar indirect cost center. If the city chooses to allocate those indirect expenses to its programs, it should do
S0 by using the separate indirect expense column in the statement of activities.
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Q—A city currently charges all nonenterprise fund employee benefit costs to a “general administration” account
in the general fund. Can those employee benefit expenses for employees whose salaries and wages are
charged to functions such as Public Safety, Public Works, and Sanitation be reported as “general government”
in the statement of activities, or should they be reclassified as direct expenses of the various functions or
programs?

A—Employee benefit costs are specifically associated with the separately reported functions mentioned and
should be included in the direct expenses of the various functions or programs. These expenses are as “direct”
as the salaries that they are based on. As a practical approach, the city could use a standard rate to add the
employee benefits to the various operating functions and reclassify them from the general government function.

Q—A local government has negotiated indirect cost rates with various departments of the federal government.
In establishing the rates, the government considers certain personnel, administrative, and other costs that are
not specific budget line items in the grant and contract agreements. The rates are used as the basis for a charge
from the general fund to the various funds that account for the grant programs. Thus, significant indirect charges
are included in the expenditures of several governmental funds, and certain expenditures in the general fund are
reduced by the reimbursements. Should the “Expenses” column on the government-wide statement of activities
for the various functions include the amounts charged to the funds as indirect cost?

A—No. If indirect costs have been allocated to the funds and the government also wants to include them in the
functions or programs in the statement of activities, the indirect allocations should be reported in a separate
column. The reimbursements in the general fund should be reported as a negative amount in the separate
column (in the “general government” function, for example) so that the total of the indirect expense column is
zero. Paragraphs 41 and 42 of Statement 34 establish the requirements for reporting direct and indirect
expenses. However, if the government chooses not to allocate indirect costs in the statement of activities, the
allocations should be completely reversed so that the indirect expenses are included in “general government”
or its equivalent. (See also Q76.)

Q—Is interest expense of business-type activities and discretely presented component units required to be
reported separately in the statement of activities?

A—No. The requirement in paragraph 46 of Statement 34 relates only to interest on general long-term liabilities
of the primary government. Interest expense on enterprise fund debt should be included in the direct expenses
of the appropriate functions or programs reported in the statement of activities. Similarly, interest expense of
discretely presented component units is not required to be reported separately in the reporting entity’s statement
of activities.

Q—A state constitution prohibits the issuance of debt. Therefore, general obligation debt is issued only by
constitutional amendments approved by the voters. Such amendments are highly specific as to which capital
projects will be built, so identification of the program is obvious. Because management has no discretion in
allocating the financial resources to other programs, is it misleading to exclude that interest from direct program
expenses of the governmental functions where those capital assets will be used?

A—No. Interest expense generally should not be included in the direct expenses of a function or program within
governmental activities, even in this instance when the interest arises from borrowing to finance specific capital
assets. Paragraph 46 of Statement 34 makes it clear that the direct expense situation will be rare. If the state
is concerned that the total cost of a program should include interest expense directly attributable to capital
assets used in that program, the indirect expense column should be used to allocate the interest expense. (See
the preceding question about reporting interest on enterprise fund and component unit debt.)
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Revenues

59.

60.

61.

62.

Q—Are governments allowed to report fines and forfeitures separately from other revenues in the charges-for-
services category?

A—Yes. As explained in paragraph 54 of the Basis for Conclusions of Statement 37, a government may present
significant components of program revenue categories in separate columns under the category heading. For
example, if fines and forfeitures are significant, a government may choose to present a separate column for fines
and forfeitures under the “Charges for Services” heading, or retitle the single column to be more descriptive—for
example, “Charges for Services, Fees, Fines, and Forfeitures.”

Q—State law explicitly prohibits using revenue from fines to finance the expenditures of a public safety, police,
or traffic enforcement function. In this circumstance, should fines be reported as general revenue, because they
cannot be used to offset the expenses of the specific function that may have generated those revenues?

A—No. Charges for services, which include fines, should be reported as a program revenue of the function that
generates it, regardless of whether there are restrictions or limitations on the use of that revenue. Fees, fines,
and charges do not have to be based on the cost of the underlying program or function. The concept of “net cost”
reporting in the statement of activities is based on the notion that all functions or programs require the use of
government resources, and some contribute to the government’s resources by generating revenues through
fees, fines, and charges or by accepting grants and contributions from parties outside the government. The “net
cost” of a function or program is the difference between (a) expenses and (b) the charges, fees, and fines that
derive directly from it and the grants and contributions that are restricted to it.

Q—In some communities, revenues from fines can be substantial, and may even be one of the most significant
revenues in the general fund. Because these communities rely on fines as an important source of financing for
many activities, would it be more appropriate to report fines as general revenues, similar to other revenues that
fund multiple programs?

A—No. As indicated in the answer to the preceding question, the use of revenues from fees, fines, and charges
does not affect the classification as a program revenue. The only consideration for nontax revenues is from
which function does the revenue derive?

Q—A school district reports its operations by functional categories in its statement of activities. The district
frequently receives grants from the state and federal governments that meet the definition of program revenue
in paragraph 50 of Statement 34. However, many of those grants are restricted to programs rather than
functions. In other words, the grants specify amounts for specific programs that may be spread among multiple
functions. For example, funding restricted to special education covers expenses reported in instruction,
administrative support, transportation, and other categories. Is the special education grant general revenue
because it is not attributed to a specific functional category?

A—No. If the grant meets the definition of program revenue in paragraph 50, it should be reported accordingly.
Revenues that meet that definition should be reported as program revenues regardless of the compatibility with
the detail presented in the statement of activities. Two school districts that receive identically structured grants
should classify the revenues in the same manner even if one district uses “functions” and the other uses
“programs” in their statements of activities. The content and format of the financial statement does not define
which revenues are program revenues and which are general revenues. In this illustration, the grant is detailed
by program and the statement of activities is detailed by function. Thus, one program may be allocated over
multiple functions. The solution is to use a reasonable allocation method to assign the program revenues to the
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appropriate functions—for instance, relative percentages of expenses. Therefore, a grant restricted to special
education may be allocated to “Instruction,” “Administration,” and “Transportation,” even if that level of catego-
rization is not provided for in the grant application or award.

Q—A city issues and renews business licenses based on a fee schedule established in a specific city ordinance.
As a condition of maintaining the license, business establishments also are required to pay the city a “business
license tax” that is based on their gross receipts. How should the city report those revenues in its statement of
activities?

A—The initial license and the subsequent renewals constitute program revenues—charges for services. The
license constitutes a fee for the privilege of operating in the community. The “business license tax” is,
nevertheless, a tax and should be reported as general revenue.

Q—A developer is near completion of an industrial park. In accordance with city laws and regulations, the
developer is required to make a one-time contribution of resources to the city when the industrial park’s
infrastructure is substantially complete to assist the city in maintaining the infrastructure. The resources required
to be contributed are based on the assessed value of the developed property. How should the contribution by
the developer be reported?

A—The contribution should be reported as general revenue (and may be reported separately as “restricted for
infrastructure maintenance”). Even though the contribution appears to meet the definition of a program-specific
grantin paragraph 50 of Statement 34, it nevertheless arises from an imposed nonexchange transaction that is,
in substance, a tax. The unspent resources should be reported as restricted net assets (for example, restricted
for infrastructure maintenance) in the city’s statement of net assets.

Q—In order to provide adequate space for complete comparative statements of activities, can a government
report its program revenues in a single column with the required details provided in the notes to the financial
statements?

A—No. Paragraph 48 of Statement 34 is explicit. It states that the statement of activities should separately
report three categories of program revenues. Therefore, each category of program revenue should be displayed
in one or more columns. Disclosure is not a substitute for display. Comparative statements are not required, but
question 15 in Q&A 34 discusses how governments might present comparative data and statements.

Q—ls there a direct relationship between program revenues and restricted net assets?

A—No. Not all program revenues are restricted. Grants and contributions that are reported as program
revenues are restricted by definition, whereas charges for services may be unrestricted or may be restricted to
the program that generates the revenue or to a completely unrelated program. In addition, some general
revenues are restricted—taxes levied for pension contributions or debt service payments, for example—and
may be reported separately as “restricted” within the general revenue section of the statement of activities.

Q—A state government accounts for certain assets in a permanent fund. The fund is managed and controlled

by officials in the transportation function, but a portion of the earnings on the permanent fund investments is
restricted for public safety purposes. How should the state report the public safety portion of the earnings—as
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program revenue of the transportation function because they are generated from within that function, or as
program revenue of the public safety function because they are restricted to it?

A—The investment earnings should be reported as program revenue of the public safety function. Legally
restricted investment earnings are similar in nature to program-specific grants and contributions. Paragraph 48
of Statement 34, as amended by Statement 37, emphasizes that grants and contributions are program revenues
of the function to which they are restricted.

Q—A government issues pension obligation bonds to eliminate the unfunded actuarial liability of its employee
retirement plan. As a result, a negative NPO (asset) is created. How should the government report the resulting
balances and activity in the government-wide statements of net assets and activities?

A—The pension obligation bonds should be reported as a liability of the governmental activities in the statement
of net assets. The asset should be recognized in the statement of net assets in accordance with paragraph 17
of Statement No. 27, Accounting for Pensions by State and Local Governmental Employers. The amortization
of the asset should be included in the government’s annual pension costs as direct expenses in the statement
of activities. The measurement of annual pension costs when an employer has an NPO or negative NPO is
discussed in paragraphs 11 through 13 of Statement 27. Internal payments made from the various funds to the
debt service fund (in lieu of pension contributions) should be reported as transfers rather than retirement
expenditures. (See the illustrative financial statements.)

Q—A local school district charges tuition for out-of-district students in the regular curriculum, and for some
students in special education, vocational education, and adult education programs. The tuition-paying students
enjoy the full benefits of enroliment and receive the same support services as other students. Thus, their tuition
“covers” administrative and support services as well as instruction. Is the district required to allocate tuition
revenue over the various noninstruction functional categories?

A—No. The tuition is generated by specific instruction functions and should be reported as a program
revenue—charges for services—of the appropriate instruction categories.

Q—If a state receives a grant from the federal government and subsequently “passes through” that grant to local
government secondary recipients for capital purposes, should the state report its revenue in accordance with
Statement No. 24, Accounting and Financial Reporting for Certain Grants and Other Financial Assistance, as a
capital grant?

A—No. The grant should be reported as “capital” only if it is restricted to the acquisition, construction, or
improvement of the state’s capital assets. The state should report the revenue as an operating grant (program
revenue) and the subsequent pass-through to the local governments as an expense.

Q—Some functions, a library for example, raise revenues by levying a special tax. Can that revenue be reported
in the charges-for-services category of program revenues?

A—No. The library does not “generate” the revenue. Paragraph 52 of Statement 34 clearly states that all taxes,
even if levied for a specific purpose, are general revenues. In this example, the tax is paid by all taxpayers,
regardless of whether they use the library facilities; thus, it is not comparable to a charge for services. (See
also Q73.)
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Q—If the change in fair value of investments is separately reported, as described in paragraph 13 of Statement
No. 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools, is it
subject to the same program revenue considerations as interest earnings in paragraph 51 of Statement 347?
How should a decrease in fair value be reported?

A—An increase in the fair value of investments should be reported as general revenue, unless the earnings on
the investments are restricted for a specific purpose. Earnings and increases in fair value that are restricted
should be reported as program revenues of the function or program to which they are restricted. Similarly, a
decrease in fair value should be reported as a loss in the general revenue section of the statement of activities
unless the investments are restricted. If restricted, the decrease in fair value would reduce program revenues of
the program or function to which the earnings (or losses) are restricted.

Q—Are taxes on sales of alcohol by a state alcoholic beverage control board (ABC board) considered program
revenue because they are generated by the ABC board’s activities?

A—No. The state’s liquor tax is no different from other state sales taxes and should be reported as general
revenue in accordance with paragraph 52 of Statement 34. However, the revenue from the sale of alcoholic
beverages is program revenue.

Q—In a tax-increment financing situation, incremental property or sales tax revenues arise from, and are directly
attributable to, specific properties or taxpayers. Can the incremental sales or property taxes be reported as
program revenues?

A—No. Incremental sales and property taxes should be reported as general revenues in accordance with
paragraph 52 of Statement 34. In a typical tax-increment financing situation, a specific portion of a property or
sales tax base is enhanced with the expectation that additional taxes will be generated. There is no additional
property tax levy—the same levies and rates that apply government-wide produce greater revenue because of
the higher assessed valuations of the enhanced properties in the tax-increment district. Similarly, there is no
additional surcharge paid by specific retail customers; additional revenues are attributable to the normal sales
tax rate applied to additional sales within the improved tax-increment district.

Q—A school district receives significant amounts of unrestricted grants and local property taxes. Can the district
display more than one category of general revenue and report subtotals for the change in net assets after each
category?

A—Yes. Paragraph 38 of Statement 34 requires only that the change in net assets for the period be displayed.
Although multiple categories and subtotals are not illustrated in paragraph 54, they can be presented in addition
to the required “change in net assets for the period.”

Internal Activity

76.

Q—How should internal activity be reported in the government-wide statement of activities?

A—The objective in the statement of activities is to avoid “grossing up” expenses and revenues because of
internal activity. With regard to expenses, the issue is whether the amount charged or allocated to a program is
a direct expense or an indirect expense. For example, if it is a direct expense of Program A that was paid for by
Program B, the amount should be included in the direct expenses of Program A. On the other hand, if it is an
indirect expense—allocating the utility bill for the administration building, for instance—the allocation should
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either be reversed completely or be reversed and then reported in a separate indirect expense column in the
statement of activities.

With regard to the provider of the goods or services, the question is whether the amount received is a program

revenue or a reimbursement that reduces the expenses of the “charging ” program. In other words, is one
program the “customer” of another program, or is the reason for the transaction simply to “spread” a common
expense over several programs or functions? It also might be helpful to consider whether the sale of the goods

or services is a normal operating activity of the function that makes the charge. (See also Q56.)

Q—A state Department of Administration pays the state’s phone bill to the telephone company. The department
is subsequently reimbursed through interagency billings (to the various state agencies). Are the payments to the
department from the agencies program revenues or reimbursements? Are the charges direct expenses of the
agencies?

A—The Department of Administration’s telephone expense would be reduced by the internal charges (a
reimbursement). The department is not a telephone company and the agencies are not its telephone customers;
thus, reporting the amount as program revenue would be inappropriate. To the extent that charges can
reasonably be identified to specific functions (by actual usage information, for example), they should be included
in the direct expense of the functions.

Q—A state’s Division of Human Resources (DHR) allocates the entire cost of its operations to other state
agencies based upon agency “full-time equivalent” personnel count. DHR receives all of its “funding” through this
allocation mechanism. Should this internal activity be treated as reimbursements, or do the charges represent
program revenue of DHR? Are the charges to the various state agencies direct or indirect expenses?

A—Because of the standard allocation formula used by DHR, it is unlikely that the expenses are “directly
attributable” to the various agencies. Thus, they should be treated as indirect expenses and the allocations
should either be reversed completely for the statement of activities or be reversed and displayed in the separate
column. The charges appear to be designed to “spread” costs and therefore constitute reimbursements rather
than program revenues.

Q—A central agency buys goods and “charges” other state agencies, through the general fund, for their
respective shares (at a minimal markup to handle administrative expenses). Would this be considered a
reimbursement situation?

A—The “reselling” of goods by a central agency to other state agencies represents a typical reimbursement
situation. The definition in paragraph 112b(2) of Statement 34 states that reimbursements are “repayments from
the funds responsible for particular expenditures or expenses to the funds that initially paid for them. Reim-
bursements should not be displayed in the financial statements.” Paragraph 43 of Statement 34 states that
governments are not required to remove the “markup.”

Q—A “lead” state agency obtains a federal grant and passes a portion through to another state agency. For the
state’s financial statements, would the lead agency consider the federal reimbursement (of the subrecipient
agency’s expenditures) that it passes through to be a reimbursement, or revenue and expense per Statement 247

A—Because it is an internal transaction, there is no “pass-through” to invoke the requirements of Statement 24;
therefore, the state function that includes the lead agency would not include revenue or expense from the grant.
The federal reimbursement should be reported as a program revenue of the function that includes the agency
(the subrecipient) that reports the reimbursed expenses in the statement of activities.
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Fund Financial Statements

Major Funds

81.

82.

83.

84.

85.

Q—If a government uses only governmental funds and has no enterprise funds, should both of the major fund
percentages (10 percent or 5 percent) be applied to the fund element totals?

A—No. Determining which funds should be reported as major funds normally is a two-step process. The first
step should always be to compare individual fund assets, liabilities, revenues, and expenditures against 10 percent
of the combined element totals for the relevant fund type or category (enterprise or governmental funds). An
individual fund is required to first exceed the 10 percent criterion before the second step, the 5 percent test, is
undertaken. If an individual element does not surpass the 10 percent cutoff, the 5 percent comparison is not
required. Therefore, the government in this question need not make the 5 percent calculation because the
category totals do not change and any element that exceeds 10 percent will automatically also exceed 5 percent.

Q—A small municipality’s fund structure consists of its general fund, two special revenue funds, and a debt
service fund. The general fund and the two special revenue funds qualify as major funds, leaving only the debt
service fund as a nonmajor fund. The debt service fund will be displayed in a separate column. Do the major fund
reporting requirements apply to it?

A—The major fund reporting requirements do not apply to the debt service fund in this example unless the
government designates it as a major fund. To provide clarity, the government should clearly distinguish between
major and nonmajor funds. One approach would use a “Major Funds” heading across the major fund columns
and identify the debt service fund as “Other Fund” or “Nonmajor Fund.” For example:

Major Funds Other Fund
General Special Special Debt
Fund Revenue A Revenue B Service Total

Q—For determining major funds, should revenue be at gross, or net of discounts and allowances?

A—Major funds are determined based on revenues reported using the measurement focus and basis of
accounting required by generally accepted accounting principles (GAAP) for governmental or enterprise funds,
as appropriate. Therefore, because revenues are required to be reported net of discounts and allowances, the
major fund determination should also be based on net, rather than gross, revenues.

Q—For determining major enterprise funds, should the analysis of revenues and expenses include gains,
losses, capital contributions, additions to permanent endowments, and special items?

A—Yes. Those items, although required to be reported separately from other revenues and expenses, are
indicators of the significance of the activities accounted for in individual funds. However, footnote 37 of
Statement 34 specifically excludes extraordinary items from the major fund determination.

Q—Should the major fund test be done before or after year-end and audit adjustments have been made?
A—Major funds should be determined based on the balances that are reported in the fund financial
statements—after year-end and audit adjustments have been made. However, as a preliminary determination,

it may be useful to apply the major fund criteria before adjustments so that the funds that are likely to be deemed
major are identified as soon as possible in the financial reporting process.
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Q—Ils the determination of major funds made before or after eliminating the effect of internal service fund
activities in accordance with paragraph 59 of Statement 34?

A—Eliminating the effect of internal service fund activities as discussed in paragraph 59 is an adjustment for the
statement of activities and does not affect the fund financial statements. Therefore, major funds are determined
without regard to the internal service funds’ balances and the possible “look-back” adjustments.

Governmental Funds

87.

88.

Q—A state government establishes a separate fund to account for financial resources that are restricted by
enabling legislation. Language in that legislation limits the fund’s expenditures so that a minimum fund balance
(determined by formula) is maintained; thus, a portion of the fund’s resources is considered “permanently
invested.” Should this fund be classified as a special revenue fund or a permanent fund?

A—A special revenue fund could be used with reservations of fund balance reported for the amounts that are
not available for appropriation because they cannot be spent, or a permanent fund could be used with the
opposite modification to its fund balances; that is, amounts not restricted would be reported as such.

Q—A city currently charges all general fund employee benefits to a “general government” cost center. Those
employee benefit expenditures are allocated as direct expenses in the government-wide statement of activities
to the different functions such as public safety and public works. For consistency, is the city also required to
allocate the employee benefit expenditures to those functional categories in the general fund statement of
revenues, expenditures, and changes in fund balances?

A—No. The requirement for reporting direct expenses in paragraph 41 of Statement 34 applies only to the
government-wide statement of activities. The city may choose to make similar reclassifications in the fund
financial statements, but is not required to do so. However, reclassifying the expenditures in the fund financial
statements to improve consistency with the government-wide statement of activities may have the opposite
effect on comparability with the general fund budget.

Budgetary Comparisons

89.

90.

Q—Does Statement 34, as amended, change the level at which budgetary compliance should be reported?

A—No. The minimum reporting level is established in NCGA Interpretation 10, State and Local Government
Budgetary Reporting, and was not changed by Statement 34. Paragraph 14 of that Interpretation requires
disclosure “at the level of budgetary control” (except in extreme cases when separate reports are required).

Q—Statement 34, paragraph 131, as amended by Statement 37, requires disclosure of excesses of expendi-
tures over appropriations in the general fund and each major special revenue fund that has a legally adopted
annual budget. Is disclosure required for similar excesses in other governmental funds?

A—Disclosure may be required. NCGA Interpretation 6, Notes to the Financial Statements Disclosure, para-
graph 4, as amended, requires disclosure in the notes to the financial statements of significant violations of
finance-related legal and contractual provisions. Therefore, disclosure of the excess of expenditures over
appropriations is required for any fund, including nonmajor special revenue funds, capital projects funds, or debt
service funds, if the overexpenditure constitutes a significant violation of finance-related legal and contractual
provisions. In addition, Statement No. 38, Certain Financial Statement Note Disclosures, paragraph 9, requires
governments to disclose actions taken to address such violations.
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Q—A local government has a fund that is included in its annual budget as a special revenue fund. However, the
fund is required to be reported as an enterprise fund, based on the criteria in paragraph 67 of Statement 34. The
fund meets the major fund criteria. Should that fund be included in the RSI budget-to-actual comparison as a
major special revenue fund?

A—No. The RSI budget-to-actual comparison is based on the major special revenue funds as presented in the
fund financial statements. Although the fund is treated as a special revenue fund for internal accounting
purposes, it is required to be reported as an enterprise fund in the external financial statements. Budgetary fund
classifications do not influence the requirements of paragraph 130 of Statement 34.

Q—A government presents its budgetary comparison in a schedule as RSI. Can a budget-to-actual comparison
for a nonmajor special revenue fund be included in that schedule?

A—No. By definition, the information presented in RSI is limited to that which is required. Paragraph 130 of
Statement 34 sets the scope of the budgetary comparison as the general fund and major special revenue funds.
Therefore, because the budgetary comparison schedule can only include major special revenue funds, any
special revenue fund presented is a major fund, regardless of whether it otherwise would be required to be
reported as a major fund pursuant to the percentage criteria in paragraph 76. Thus, the consequence of
presenting additional special revenue funds in the budgetary comparison schedule is that those funds are
subject to all major fund reporting requirements and are, therefore, not considered nonmajor.

Q—A government presents its budgetary comparison in a schedule as RSI. Can budget-to-actual comparisons
for capital projects and debt service funds be included in that schedule?

A—No. Paragraph 130 of Statement 34 clearly limits the comparison to special revenue funds with legally
adopted annual budgets—specifically those that are deemed to be “major.” (See the preceding question.)
Including capital projects funds and debt service funds in the budgetary comparison schedule would be in
conflict with the limitations of that requirement.

Enterprise Funds

94.

95.

Q—Paragraph 391 in the Basis for Conclusions of Statement 34 states that unemployment compensation
programs are similar to public entity risk pools. Does that imply that governments should follow all of the
provisions of Statement No. 10, Accounting and Financial Reporting for Risk Financing and Related Insurance
Issues, including the requirement to make risk management-type note disclosures for the changes in claims
liabilities?

A—No. Paragraph 391 is not meant to imply that unemployment compensation funds are subject to all of the
requirements of Statement 10. That paragraph explains the reasons for requiring governments to use the
enterprise fund model for unemployment compensation funds and refers to risk-retention operations as “similar.”
However, it is not meant to change the way governments (that are already using enterprise funds) report their
unemployment compensation programs.

Q—Should administrative costs be reported in a state’s unemployment compensation enterprise fund?

A—No. That activity should be included in the general fund, unless legal requirements exist that require the
accounting and financial reporting of the resources in another fund, as required by NCGA Interpretation 9,
Certain Fund Classifications and Balance Sheet Accounts, paragraph 9. The administrative activity is not
required to be accounted for in the unemployment compensation enterprise fund—such a requirement would
invalidate the reasoning that an enterprise fund is required, as noted in footnote 34 of Statement 34. The charges
are not designed to recover the costs of administration.
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Q—For a public entity risk pool, can interest earnings on the pool’s investments be considered operating
revenue because those earnings are a significant resource needed to pay claims?

A—Footnote 42 of Statement 34 provides that if “investing” is the entity’s principal ongoing operation,
investment earnings could be reported as operating revenues. In the typical risk pool situation, however, the
principal ongoing activity is not likely to be investing, but rather risk financing. In those situations, earnings from
investments should be reported as nonoperating revenues.

Q—Does special assessment debt for which the government is not obligated in any manner invoke the
requirement in paragraph 67a to use an enterprise fund because it is secured solely by a pledge of the net
revenues from fees and charges of the activity?

A—No. The criterion in paragraph 67a was not intended to cause governments to change the way they account
for special assessment projects. There is no “activity” for which external users are “charged a fee for goods or
services.” Rather, capital assets are constructed, enhancing the value of certain properties whose owners
reimburse the government for the amounts necessary to pay principal and interest on the bonds. Paragraph 7
of Statement No. 6, Accounting and Financial Reporting for Special Assessments, describes a typical debt-
financed special assessment situation, and paragraph 19 of that Statement establishes the requirement to use
an agency fund to account for special assessment debt service activity when the government is not obligated
in any manner for the debt.

Q—If a government has exercised the option of Statement No. 20, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, paragraph 7, to
apply all FASB pronouncements (including those issued after November 30, 1989) in an enterprise fund, do the
“other comprehensive income” reporting requirements of FASB Statement No. 130, Reporting Comprehensive
Income, apply?

A—No. All governmental and business-type activities—regardless of whether they follow the provisions of
paragraph 7 of Statement 20—should report neither other comprehensive income nor accumulated other
comprehensive income (or any similarly designated component of net assets). These provisions conflict with the
reporting requirements set forth in paragraphs 97 through 103 of Statement 34. Gains and losses that FASB
pronouncements classify as elements of other comprehensive income should be reported no differently than
other gains and losses in the statement of revenues, expenses, and changes in fund net assets (and in the
statement of activities). In the statement of net assets, the items that otherwise would make up accumulated
other comprehensive income would be included in unrestricted or restricted net assets, as appropriate.

Q—Footnote 41 of Statement 34 states that proprietary fund revenues should be reported net of discounts and
allowances. Does that requirement relate only to sales discounts and sales allowances, or does it also entail an
adjustment to revenue for uncollectible accounts?

A—Revenues in proprietary funds should be reported net of all related allowances—sales discounts and
allowances and amounts pertaining to uncollectible accounts. That is, revenues should be reported net of the
increase or decrease in the estimate of uncollectible accounts.

Q—How should a government report a change in the allowance for uncollectible accounts that relates to loans
receivable and is therefore not related to a revenue account?

A—The change in an uncollectible loan allowance account should be reported as an expense—there is no

related revenue account to reduce. A forgiven or uncollectible loan becomes, in substance, a gift or contribution,
and is properly reported as an expense.
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Q—How should an enterprise fund report capital contributions received from other funds of the government?

A—Contributions of financial resources would be reported as “transfers” in the fund financial statements and in
the government-wide statement of activities, regardless of the purpose for which the transfer was made. If the
assets transferred are capital assets, however, the enterprise fund would report the transaction as a capital
contribution (in the last section of the statement of revenues, expenses, and changes in net assets) and the
governmental funds would not report the event because there has been no flow of current financial resources.
In the statement of activities, both sides of the capital asset transfer would be reported as “transfers,” requiring
a reconciling item in the governmental funds’ reconciliation because a difference is created between the change
in fund balances and the change in total net assets.

Q—A city government receives in its general fund an annual payment in lieu of taxes (PILOT) from the water and
sewer utility enterprise fund. The PILOT is determined each year by multiplying the estimated assessed
valuation of the water and sewer plant by the city’s property tax rate. Prior to implementing Statement 34, the
city reported the payment as a quasi-external transaction—an expense of the utility fund and a revenue in the
general fund. Should the city continue that reporting under Statement 347?

A—No. Under the prior model (NCGA Statement 1, paragraphs 102-106), payments in lieu of taxes were
considered by some governments as quasi-external transactions and were reported as revenues and expenses.
That notion was based on the premise that the charge is equivalent to taxes levied against “organizations
external to the governmental unit.” However, the quasi-external transaction classification has been eliminated
from the Statement 34 model and is replaced with a similar, but narrower, concept of “interfund services provided
and used.” Interfund services provided and used is narrower in the sense that it implies an exchange or
exchange-like transaction. Paragraph 112b of Statement 34 requires internal PILOTs to be reported as transfers,
rather than interfund services provided and used, unless the payments are reasonably equivalent in value to
services provided.

The fact that the interfund charge is based on the normal tax rate is not relevant based on Statement 34. If the
PILOT is calculated like a tax, rather than a bill for goods and services, it would not meet the criterion for
revenue/expense treatment in paragraph 112a(2). Therefore, even though it still appears to be quasi-external,
it should be reported as a transfer because it is not exchange or exchange-like. Paragraph 52 in the Basis for
Conclusions of Statement 33 discusses the nonexchange characteristic of taxes as follows: “[A]lthough some
may believe that property owners ‘exchange’ property taxes for certain services, such as public safety and
sanitation, there is no direct relationship between the values provided by homeowners (taxes paid) and the
services provided; the tax generally is not based on the cost or value of the services.”

Q—Under the direct method for reporting cash flows from operating activities, are governments required to
separately report transactions with discretely presented component units?

A—No. Paragraph 31 of Statement No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds
and Governmental Entities That Use Proprietary Fund Accounting, as amended, requires separate reporting of
cash flows from interfund services provided and used, but does not require a similar distinction for transactions
with component units. Governments may provide those additional details but are not required to do so. However,
paragraph 128 of Statement 34 requires disclosure of the nature and amount of significant transactions between
the primary government and each major component unit.
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Internal Service Funds

104. Q—A state investment board is responsible for managing the investments of several state funds, including

105.

106.

107.

108.

pension funds, internal service funds, enterprise funds, and governmental funds. The board is funded solely by
service fees charged to these other funds and is reported as an internal service fund. A high percentage of the
Board’s activity pertains to the pension funds. Because fiduciary funds are not presented in the government-
wide statements, should this internal service fund be included with governmental or business-type activities?

A—The balances of the internal service funds should be included with governmental activities in the
government-wide statement of net assets. The balances would be included with business-type activities only if
enterprise funds are the predominant or only participants.

Q—A government has several internal service funds that provide goods and services to fiduciary funds. Are
these fiduciary funds considered “outsiders” and not included in the elimination of internal activities as required
by paragraph 59 of Statement 347

A—Transactions with fiduciary funds are considered to be “internal” for purposes of determining if an activity
qualifies for reporting as an internal service fund. However, because fiduciary funds are not included in the
statement of activities, they are treated as “external” when eliminating the effect of internal transactions.

Q—The assets and liabilities of a city’s internal service fund are reported with governmental activities in the
government-wide statement of net assets. However, the “look-back” adjustment for the internal service fund
includes a significant “undercharge” involving the water utility enterprise fund. As a result, the internal balances
reported in the statement of net assets are adjusted, as illustrated in Exercise #4 of Q&A 34. Should that internal
balance adjustment be reversed as part of the next year’s look-back adjustment?

A—Yes. The adjustment of internal balances is for government-wide reporting purposes only and affects net
assets of both governmental and business-type activities. The succeeding year’s look-back adjustment (to
cause the internal charges to break even, as discussed in paragraph 314 of the Basis for Conclusions of
Statement 34) should consider the effect of the prior year’s internal balance adjustment. That is, the enterprise
fund’s “breakeven” point is the total of its respective share of the current year’s expenses plus or minus the
internal balance adjustment from the prior year.

Q—Does the requirement to eliminate interfund reimbursements in paragraph 112b(2) apply to internal service
funds?

A—No. Cost reimbursement, as explained in paragraph 68 of Statement 34, is an essential characteristic of
internal service funds. The reimbursements from other funds constitute the revenues of an internal service fund.
For government-wide reporting purposes, however, the requirement in paragraph 59 of Statement 34 to
eliminate the “doubling-up” effect of internal service fund activity causes those internal service fund revenues to
be treated as if they were reimbursements.

Q—A city maintains an internal service fund to account for its risk financing activities. The charges to
participating funds include a reasonable provision for future catastrophe losses, in accordance with para-
graph 66c of Statement 10. Paragraph 59 of Statement 34 requires the city to eliminate the effect of internal
service fund activity. How does the requirement in paragraph 59 affect the reporting of the internal charges and
the accumulated resources?

A—As explained in paragraph 314 of the Basis for Conclusions of Statement 34, eliminating the effect of internal

service fund activity requires preparers to “look back” and adjust the internal service fund’s internal charges to
break even. Thus, the excess amounts charged to the funds to provide for future catastrophe losses would be

26



109.

[Completely Superseded]

eliminated in the look-back adjustment, so that the expenses reported by the functions or programs in the
statement of activities are in accordance with the expense recognition requirements of paragraphs 53 through
57 of Statement 10. The additional charge to the funds to provide for future catastrophe losses does not
constitute an expense in the statement of activities, but rather is a transfer device for accumulating resources
for a designated purpose. The accumulated resources in the internal service fund represent designated net
assets and should be disclosed in the notes in accordance with paragraph 67 of Statement 10.

Q—An internal service fund sells some of its capital assets to another government. How should the loss or gain
on the sale be reported on the statement of activities?

A—The amount would be reported in the same fashion as other sales to outsiders—that is, as a direct expense
or as a general revenue—or if “special,” as a special item. However, if the gain or loss is not material, the
difference could be adjusted through the internal service fund’s current-year depreciation expense.

Fiduciary Funds

110.

111.

112.

Q—What are the allowable methods for reporting escheat property?

A—Escheat property may include amounts that (a) will be paid to heirs or beneficiaries, (b) are temporarily held
for other governments, or (c) will revert to the government itself, in the absence of rightful heirs or claimants. A
governmental or proprietary fund may be used to account for the entire amount (a, b, and c), with liabilities for
the amounts that will be paid to claimants or other governments. Alternatively, a governmental or proprietary
fund may be used to account for only the amount that will eventually revert to the government, with the amounts
held for claimants accounted for in a private-purpose trust fund, and amounts held for other governments in an
agency fund.

Q—Amounts receivable from or payable to fiduciary funds are considered interfund balances in the fund
financial statements, but are not reported as infernal balances in the government-wide statement of net assets.
Are governments required to explain that difference in the notes to the financial statements?

A—No. Disclosure of the difference is not required, but governments may choose to include an explanation in
the interfund balances note required by paragraph 14 of Statement 38. Governments can also display, in the
fund financial statements, amounts due to/from fiduciary funds separately from balances due to/from other
funds, so that the relationship of interfund balances and internal balances is clear.

Q—A county sheriff’'s department collects commissions on pay telephones used by inmates. The commissions
are accounted for in a separate fund and are used to provide benefits to the inmates. Expenditures include
uniforms, meals, medical care, and construction and maintenance of a law library and video visitation center.
Should the fund be classified as a private-purpose trust fund?

A—No. Even though the purpose of the fund seems to be to “benefit individuals,” the benefits are not specific
benefits for specific individuals, but rather are in the context of the county’s responsibility for prisoner care and
welfare—in effect, the funds serve to reduce the amount of resources the county would otherwise have to raise
to pay for those expenditures. The benefits are part of the “corrections” function and are for the inmate
population in general, not to individuals. If a separate fund is required, it should be a special revenue fund.
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Q—A county issues bonds to finance the construction of a building for its discretely presented component unit.
The bonds are a liability of the county, but the building will be reported as an asset of the component unit. The
county disburses funds to the component unit to pay for construction costs as they are incurred. At year-end, the
county has unspent bond proceeds. Should the county account for the unspent proceeds in an agency fund?

A—No. In substance, the county’s financing of the component unit’s construction is similar to an expenditure-
driven grant. The amounts paid to the component unit, and construction costs incurred but not yet reimbursed,
represent the amount of the grant for the year. The unearned portion—the unspent proceeds—is an asset of the
county.

Note Disclosures

114.

115.

116.

117.

Q—Paragraph 115 of Statement 34 requires governments to provide additional disclosures, if applicable, in the
summary of significant accounting policies. Subparagraph c deals with the policy for eliminating internal activity
in the statement of activities. What is the policy that should be disclosed?

A—The disclosure is intended to give readers a general understanding of how internal activity is reported in the
statement of activities. For example, the policy could explain that direct expenses (charges based on actual use)
are not eliminated, whereas indirect expense allocations made in the funds are reversed (unless reported in the
separate column). Similarly, the note could explain generally which internal payments are reported as program
revenues and which ones reduce the expenses of the reimbursed programs.

Q—A city operates under an internal policy that requires separate accounting for assets, liabilities, revenues,
and expenses related to any activity that raises revenues pledged as security for debt. Is the city required to
disclose segment information relative to those activities?

A—No. Paragraph 17 of Statement 37 clarifies that the separate accounting requirement should be imposed by
an external party. The city should not include its “segment-like” information in the required segment disclosure,
but may present the information in a separate note or as supplementary information without referring to the
condensed financial information as “segment” information.

Q—Paragraph 115e requires disclosure of a government’s capitalization policy. What information should be
included?

A—There are no specific requirements for capitalization policies. However, capitalization policies may include
(a) capitalization thresholds, (b) the methods used for estimating historical cost or fair value, and (c) the extent
of infrastructure capitalization including, for phase 1 and phase 2 governments, whether infrastructure acquired
prior to fiscal years ended after June 30, 1980 are reported, and for phase 3 governments, whether infrastructure
acquired prior to implementation of Statement 34 are reported.

Q—What disclosures should a phase 3 government that does not elect to retroactively report infrastructure
make for infrastructure that is not included in the basic financial statements?

A—The requirements related to the selection of accounting policies and methods from existing acceptable
alternatives in paragraph 12 of Accounting Principles Board (APB) Opinion No. 22, Disclosure of Accounting
Policies, and the paragraph 115e requirement to disclose the policy for capitalizing assets would apply.
Phase 3 governments should include a statement in their summary of significant accounting policies on an
ongoing basis such as “General infrastructure assets acquired prior to July 1, 2003 are not reported in the basic
financial statements,” “General infrastructure assets include all roads and bridges and other infrastructure assets
acquired subsequent to July 1, 2003,” or other language that indicates how infrastructure was capitalized.
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Q—Paragraph 10b of Statement 38 requires debt service requirements to be shown “separately.” Does the word
separately refer to (a) the separate presentations for each of the five subsequent years and in five-year
increments thereafter, (b) the separation of principal from interest, or (c) separation of debt service requirements
for each debt issue?

A—The word separately refers to both (a) the separate presentations for each of the five subsequent years and
in five-year increments thereafter and (b) the separation of principal from interest, above. Statement 38 does not
require disclosure of debt service requirements for each debt issue.

Special-Purpose Governments

119.

120.

Q—A government engaged only in business-type activities uses multiple enterprise funds. Is that government
required to combine its funds and use a single column in its financial statements?

A—No. Paragraph 138 of Statement 34 addresses the requirements for basic financial statements and states
that the financial statements required for enterprise funds should be presented. It does not require multiple-fund
BTAs to aggregate their funds similar to a separate “government-wide” approach. However, a total enterprise
funds column is required by paragraph 96 of Statement 34.

Q—If a multiple-enterprise fund BTA combines its funds to provide for a single-column presentation, are
underlying fund financial statements also required to be included in the basic financial statements?

A—Yes. Part b of paragraph 138 requires the presentation of enterprise fund financial statements. The specific
requirements for the content and form of enterprise fund financial statements are set forth in paragraphs 91
through 105 (“Required Financial Statements—Proprietary Funds™). Paragraph 96 refers to the major fund
reporting requirements in paragraph 75 and further requires the presentation of a combined total column for
enterprise funds. The required combined total columns may be presented on the same pages as the enterprise
fund financial statements or on separate pages.

Component Units

121.

Q—A government uses the combining statement method to present its major component unit information in
accordance with paragraph 126 of Statement 34. In the combining statements, should the government “recast”
the financial statement data of business-type component units into a statement of activities format, or can it
present a combining statement of revenues, expenses, and changes in net assets?

A—The answer depends on the level of detail presented in the reporting entity’s government-wide statement.
(See also Q50 about reporting business-type component units in the statement of activities.)

If the business-type component units are combined with component units engaged in governmental activities,
the combining statement should follow the statement of activities format. (However, the government could
display a single BTA line on the combining statement of activities, with a supporting combining statement of
revenues, expenses, and changes in net assets.)

If business-type component units are reported separately in the reporting entity’s statement of activities, the

combining statement may be presented in the statement of revenues, expenses, and changes in net assets
format with the combined totals recast into the reporting entity’s statement of activities.
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Q—Paragraph 127 of Statement 34 establishes the minimum level of detail required for condensed financial
information of major component units presented in the notes. Does that guidance also apply to major component
units presented in combining statements?

A—No. Paragraph 126, as amended by Statement 37, states that the major component unit information should
be the entity totals derived from the component units’ statements of net assets and activities. There is no
additional provision allowing governments to condense that information to the levels indicated in some parts of
paragraph 127. However, some governments may need to combine or retitle certain accounts for consistency
and comparability across component units in the combining statements.

Q—If some, but not all, major component unit information is displayed separately in the government-wide
statements, what is required to be presented in the combining statements or disclosed in the notes? For
example, the reporting entity’s statement of activities uses a separate line for each major component unit, but
reports the net expense/revenue totals and changes in net assets in a single “component units” column.

A—Paragraph 127 requires presentation of a condensed statement of activities in the notes. Therefore,
presentation of only a portion of the statement of activities would not satisfy that disclosure requirement, even
though some of the required data from within the statement is displayed on the face of the basic financial
statements.

Q—What are the display/disclosure options when there is only one discretely presented component unit?

A—Paragraph 125 of Statement 34 requires component unit information to be displayed in the reporting entity’s
government-wide statements. Therefore, when there is only one component unit, the options discussed in
paragraph 126—to present major component unit information in combining statements or in the notes—are
inapplicable because the major component unit reporting requirements are met by discrete presentation in the
government-wide statements.

Public Colleges and Universities

125.

126.

Q—ls an institution, reporting as a BTA, required to use a single column, or can it present its activities in more
than one column in the statement of net assets; in the statement of revenues, expenses, and changes in net
assets; and in the statement of cash flows?

A—lnstitutions that elect to report as BTAs, pursuant to the provisions in paragraph 138 of Statement 34, may
consider the full scope of their activities to be a single business-type activity and, accordingly, would use a single
column in the basic statements. On the other hand, some institutions may prefer to report as multiple BTAs and
use more than a single column (separately reporting auxiliary enterprises or healthcare facilities, for example)
in the basic financial statements. However, other disaggregations, such as classes of net assets, do not
constitute separate business-type activities and should not be reported in separate columns. (See also Q119
and Q120 about using multiple columns for BTAs.)

Q—Can an institution establish a policy, as provided for in paragraph 102 of Statement 34, to include state
appropriations in operating revenues?

A—No. The policy discussed in paragraph 102 should be consistent with the objective of distinguishing between

operating and nonoperating revenues and expenses. That objective is to provide a reporting format that displays
the extent to which an enterprise’s operating expenses were covered by revenues generated by its principal
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ongoing operations. State appropriations are not “generated” by an institution, but instead are provided to the
institution to help cover the “net” operating expense. Paragraph 52 of Statement No. 35, Basic Financial
Statements—and Management’s Discussion and Analysis—for Public Colleges and Universities, discusses the
deliberations regarding reporting state appropriations.

Q—A state university’s food service facilities were financed by revenue bonds. The bond indenture includes a
requirement to provide to the trustee a financial statement showing the coverage of the pledged revenues to the
operating expenses of the facilities. Is the university required to make the segment disclosures set forth in
paragraph 122 of Statement 347

A—No. Paragraph 122, as amended by Statement 37, states that an activity is a segment if its revenues,
expenses, gains and losses, and assets and liabilities are required to be accounted for separately. Therefore,
because the requirement in this case is limited to only revenues and expenses, the university would not be
required to make segment disclosures for its food service operations.

Q—How should transactions between a university and its auxiliary enterprises be reported? Should they be
eliminated for the statement of revenues, expenses, and changes in fund net assets?

A—If the university reports its activities as both governmental and business-type, internal activity should be
reported in accordance with the provisions of paragraph 112 of Statement 34, and eliminations made as required
by paragraphs 59 and 60. However, if the university is reported as a single-column business-type activity,
internal transactions between the university and its auxiliary enterprises should be eliminated in the consolida-
tion process.

Q—Are public colleges and universities able to use the phase-in periods for implementation of Statement 35?

A—If they qualify based on the revenue criteria of the first fiscal year ending after June 15, 1999 contained in
paragraph 143 of Statement 34, public colleges and universities that report as special-purpose governments
and that are not a part of, or a component unit of, another primary government can use the phase-in periods for
their implementation. However, regardless of the format they choose, public institutions that are part of, or a
component unit of, another government should implement the requirements of Statement 35 no later than their
primary government. (See also Q146 about the applicability of the infrastructure phase-in provisions to public
colleges and universities.)

Q—Paragraphs 124 through 128 of Statement 34 provide guidance for including component units in a primary
government’s financial reporting entity. Paragraph 127 discusses disclosing condensed financial information of
the component units in the notes to the financial statements. If the note disclosure approach is used, is the
institution relieved of any display requirements in the basic statements?

A—No. The guidance in paragraphs 124 through 128 refers to “major” component units as described in
paragraph 51 of Statement 14. Discretely presented component units may be aggregated into a single-column
presentation on the face of the financial statements; however, details of major component units included in this
aggregation should be presented either in combining statements or in notes to the financial statements.
Disclosure (and the combining statement approach) supplements, but does not replace, the display of compo-
nent unit information on the face of the financial statements. (See Q123 relating to the condensed financial
statements required in combining statements or notes to the financial statements.)
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Q—A component unit associated with a public college or university is a tax-exempt organization that reports
under another GAAP reporting model. How should the financial statements of a component unit that uses a
nongovernmental GAAP reporting format be included in the reporting entity’s financial statements?

A—The answer to question 104 of the Guide to Implementation of GASB Statement 14 on the Financial Reporting
Entity: Questions and Answers states, in part: “Any noncompatible or additional statements required by the
component unit’s reporting model would not be combined with either governmental or proprietary component
units, but instead would be presented as separate statements in the [basic financial statements].” Consequently,
financial statements on a different GAAP format may be presented separately from the primary government and
labeled as component units in the reporting entity’s basic financial statements.

Q—Statement 35 supersedes Statement No. 19, Governmental College and University Omnibus Statement,
which required Pell Grants to be reported as restricted current fund revenues. Because Statement 19 will no
longer apply after Statement 35 is effective, can public colleges and universities report Pell Grants as agency
transactions?

A—No. Statement 24 contains guidance that pass-through grants should be reported as revenues and
expenses/expenditures in the recipient government’s financial statements if that government has any adminis-
trative or direct financial involvement in the program. A recipient government has administrative involvement if
it determines eligible secondary recipients or projects, even if using grantor-established criteria. Therefore,
because of their administrative involvement with Pell Grant requirements, public institutions should record Pell
Grant receipts as revenues in their financial statements, and any amounts applied to student receivable
accounts should be recorded as scholarship discounts or allowances.

Q—How should public colleges and universities report split-interest agreements under Statements 34 and 35?

A—Split-interest agreements usually provide that the public institution acts as trustee for the gift assets, with the
requirement that an annual distribution be made to a specified beneficiary. Normally, these distributions are for
a fixed dollar amount (annuity trust) or a fixed percentage of the trust’s fair market value (unitrust). The more
common types of split-interest agreements operate similarly.

The public institution should recognize an asset for the fair value of the trust assets and a liability for the
obligation to the beneficiary, with the difference between the asset and liability recognized as gift revenue.
Changes (for example, changes in actuarial assumptions, revaluations of the present value of the trust assets,
or adjustments to discount amortization) should be reflected in the statement of revenues, expenses, and
changes in net assets or the statement of activities, depending upon the special-purpose government reporting
format used by the public institution. Upon termination of the trust, either through death or through expiration
of the trust term, the liability should be removed with the offset to a change in the value of the trust in the
statement of revenues, expenses, and changes in net assets or the statement of activities.

Q—The requirement in Statement 35 that capital assets be capitalized and depreciated eliminates the
classification previously used to indicate expenditures for capital assets in the unexpended plant fund or the
renewal and replacement fund. However, many departments within a public institution continue to purchase
department-specific equipment. How are these purchases accounted for under Statement 357

A—If the amount is equal to or greater than the capitalization threshold, the asset purchased should be
capitalized and depreciated. Expenditures that fall below the threshold for capitalization should be reported in
the expense category in which the department reports. For example, for instruction or research, or for those
public institutions that report their expenses using the object category, an expense line item for supplies and
equipment or some similar description should be used.
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Q—Can investment income on endowments ever be operating income?

A—Paragraph 27c of Statement 9 indicates that interest income is defined as investing activities and should be
reported as such in the statement of cash flows. Paragraph 16 of Statement 9 indicates that operating activities
include transactions that are not defined as capital and related financing, noncapital financing, or investing
activities. Therefore, unless an organization’s principal activity is investing, income earned from investments or
endowments should be reported as nonoperating revenue. (See also Q96.)

Q—ls it appropriate to report investment income restricted to increase permanent or term endowments as
“additions to permanent or term endowments”?

A—No. Income from permanent or term endowments should be recorded as nonoperating revenue. Contribu-
tions to permanent or term endowments should be reported in the statement of revenues, expenses, and
changes in net assets as a separate item after nonoperating revenues and expenses, rather than as direct
additions to a contributed capital equity account, as under previous standards. It should be noted that all items
that increase or decrease net assets are revenues, expenses, gains, or losses.

Q—Are revenues from tuition and fees for an academic term that encompasses two fiscal years required to be
allocated between the two years?

A—Yes. These revenues should be accrued during the period earned.

Q—Can a public college or university reporting as a special-purpose government engaged only in business-type
activities present its expenses using either natural or functional classifications?

A—Yes. Neither Statement 34 nor Statement 35 specifically requires a special-purpose government engaged
only in business-type activities to report using either natural or functional classifications. It should be noted that
paragraph 11b(7) of Statement 34 requires condensed financial information for the current and prior years to be
presented as “program expenses, at a minimum by function” when included in MD&A. However, paragraph 138a
of Statement 34 indicates that paragraphs 8 through 11 of MD&A apply to special-purpose governments
engaged only in business-type activities “as appropriate.” Therefore, if an organization reports its expenses
using natural classifications, the comparative information in MD&A should be presented in the same manner as
that included in the basic financial statements.

Q—Are public colleges and universities that report as special-purpose governments engaged only in business-
type activities allowed to report only acquisitions or significant reconstructions of infrastructure assets for fiscal
years ending after June 30, 1980 and use infrastructure transition provisions?

A—No. The retroactive date for reporting infrastructure assets is not available to public institutions that report
as special-purpose governments engaged only in business-type activities, or to the business-type activities for
public institutions engaged in both governmental and business-type activities. Public institutions that reported
using the AICPA College model were required to report infrastructure assets under that model. Those public
institutions that report as special-purpose governments engaged in both governmental and business-type
activities will be allowed to use the retroactive date for their “general” infrastructure assets (defined in foot-
note 66 of Statement 34); however, the transition provisions are not available for infrastructure assets in their
business-type activities. (See also Q146.)
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Transition

140.

141.

142.

143.

Q—Prior to the implementation of Statement 34, a component unit of a local government prepared its financial
statements in accordance with the AICPA Industry Audit Guide, Audits of Voluntary Health and Welfare
Organizations (the Not-for-Profit model, or NFP model). Statement 34 supersedes certain paragraphs of
Statement No. 29, The Use of Not-for-Profit Accounting and Financial Reporting Principles by Governmental
Entities, not including paragraph 5 which states that the NFP model and the Governmental model are both
acceptable methods. Does the component unit have to adopt the Statement 34 financial reporting model, or can
it continue to use the NFP model?

A—When Statement 34 becomes applicable, no governmental organization will follow the AICPA NFP model.
Paragraph 147 of Statement 34 allows governmental organizations that were using the NFP model (at June 30,
1999) to use the enterprise fund model in Statement 34 even if they do not meet the criteria in paragraph 67 for
reporting as an enterprise fund.

Q—Can a government selectively report portions of infrastructure networks that were acquired prior to the July 1,
1980 date? For example, if a government can determine the historical cost of infrastructure assets in its road
network acquired since 1970, can it report those assets only, or would it then be required to determine the
historical cost (or estimate those costs) for assets acquired since 1970 for all other infrastructure networks?

A—The 1980 date in paragraph 154 is set as a minimum threshold for reporting infrastructure assets. Para-
graph 156 encourages reporting nonmajor networks, and question 285 of Q&A 34 encourages reporting assets or
portions of assets acquired prior to the 1980 date. Paragraphs 150 and 151 indicate that partial reporting of
infrastructure should be done on a network-by-network basis. For example, it would be permissible to report for the
road network all assets acquired after 1970 and to report for the dam network only those assets acquired after
1980. It would not be permissible, however, to report the portion of the road or dam networks acquired after 1980
in one year, and then report the portion acquired between 1970 and 1980 in the subsequent year.

Q—The transition provisions in paragraph 154 specifically address infrastructure assets. Can these transition
provisions be applied to noninfrastructure capital assets—for example, land and easements associated with
infrastructure or buildings?

A—No. All capital assets other than general infrastructure assets should already have been reported. There-
fore, Statement 34 did not provide any transition capitalization accommodations for noninfrastructure assets.

Q—What amount should be reported for the construction-in-progress classification for infrastructure projects at
the date Statement 34 is implemented?

A—As a practical matter, construction in progress for infrastructure projects could be reported at the date
Statement 34 is implemented, rather than at the date of retroactive reporting of infrastructure. For example,
consider a government that is implementing Statement 34 for the year ended June 30, 2002 and expects to
retroactively report infrastructure in the June 30, 2006 financial statements. The government has two different
new road construction projects—Project A, which incurred costs of $15 million through June 30, 2001, incurred
an additional $5 million in costs and was completed during the year ended June 30, 2002; and Project B, which
incurred costs of $5 million through June 30, 2001, incurred an additional $10 million in costs during the year
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ended June 30, 2002, and was still in progress at that date. Neither project was reported in the general fixed
assets account group in the June 30, 2001 financial statements because infrastructure was not reported. Project
A could be reported in the June 30, 2002 statement of net assets as a capital asset at its entire construction cost
of $20 million. Project B could be reported as construction in progress at its entire cost to date of $15 million.

Q—If deflated current replacement cost is used to estimate the historical cost of infrastructure, what consider-
ations should be made with respect to changes to applicable codes, standards, and ordinances that have
occurred since the acquisition date?

A—The examples of estimating historical cost using deflated replacement cost included in paragraph 159 and
Exercise #8 in Q&A 34 assumes that changes in construction methods or specifications from acquisition date
to present are not significant. If these changes are significant, appropriate adjustments should be made in the
estimation of historical cost.

Q—In the process of calculating accumulated depreciation for general capital assets at transition, a govern-
ment discovers that some of its assets still in use are older than their assigned estimated useful lives and
would be fully depreciated. Should these assets be reported as fully depreciated (at a net book value of zero
or salvage value)?

A—If the assets are significant, the estimated useful lives assigned to capital assets should be reconsidered.
Assets still in use should not be reported as fully depreciated. At transition, the estimated useful life of an asset
includes both the years the asset has been in service and the estimated number of years of service remaining.

Q—Do the infrastructure transition provisions in paragraphs 148 and 149 apply to infrastructure associated with
activities previously reported in governmental funds that will be reported in enterprise funds after the imple-
mentation of Statement 347

A—No. These transition provisions apply only to general infrastructure—assets that support functions reported
as governmental activities. For example, a university that has previously used the governmental model and will
report under Statement 34 as a special-purpose government engaged in a business-type activity should report
all infrastructure assets, not just those acquired after its fiscal year ending after June 30, 1980, at the date it
adopts Statement 34.

Q—Although phase 1 and phase 2 governments should retroactively report major general infrastructure assets
no later than four years after they implement Statement 34, paragraph 148 encourages retroactive reporting of
major general infrastructure at the implementation date of Statement 34. When governments retroactively report
infrastructure, they should at a minimum report assets acquired in years ending after June 30, 1980. Is the
encouragement to retroactively report infrastructure limited to assets acquired in years ending after June 30,
19807

A—No. Governments are encouraged to retroactively report infrastructure at the date they implement State-
ment 34 and are also encouraged to include assets acquired prior to years ending after June 30, 1980.

Q—Should retroactively reported infrastructure assets be capitalized at net book value?
A—Capital assets, including retroactively reported infrastructure, may be reported net of the face of the
statement of net assets. Gross historical cost or estimated historical cost and accumulated depreciation from the

acquisition date to the date at which the assets are being reported should be disclosed in the notes to the
financial statements.

35



[Completely Superseded]

Nonexchange Transactions

Scope and Applicability

149.

150.

151.

152.

Q—Are research grants exchange transactions or nonexchange transactions?

A—Some research grants are exchange transactions, others are nonexchange transactions, and some have
both exchange and nonexchange elements. Each grant should be evaluated for elements that qualify as
exchanges—for example, patent rights that accrue to the grant provider, or rights to exclusive use of the
research results for a period of time. Professional judgment is required to determine if the values exchanged are
essentially equal. Elements that do not have the characteristics of an exchange transaction should be accounted
for as voluntary nonexchange transactions. Example 22 in Statement 33 illustrates a research grant that has the
characteristics of an exchange transaction.

Q—Are drivers’ licenses and business permits exchange or exchange-like transactions, or are they nonex-
change transactions?

A—Licenses and permits are generally exchange or exchange-like transactions. Paragraph 1 of Statement 33
says that in an exchange or exchange-like transaction, “each party [directly] receives or gives up essentially
equal values.” Paragraph 50 further describes exchange-like transactions as follows: “. . . In an exchange-like
transaction, there is an identifiable exchange between the reporting government and another party, but the
values exchanged may not be quite equal or the direct benefits of the exchange may not be exclusively for the
parties to the exchange. Examples include certain fees for regulatory or professional licenses and permits . . .”
(italics added).

Many license and permit fees are designed specifically to offset the cost of processing the license or permit.
Drivers’ licenses and business permits are generally exchange or exchange-like transactions because the cost
of a license or permit typically does not exceed the value of the services and rights received in exchange (the
cost of processing the license or permit and the value of the right to drive on public roads or conduct business).

Q—Does Statement 33 apply to donated services?

A—No. Statement 33 applies to nonexchanges involving only financial or capital resources, not to contributed
services.

Q—Are donated food commaodities within the scope of Statement 337
A—Yes. Statement 33 applies to nonexchange transactions involving capital or financial resources. The fair

value of donated commaodities should be recognized as revenue in the period when all eligibility requirements
are met (typically, the period when the commodities are received).

General Provisions

153.

Q—Paragraph 11 of Statement 33 states that recognition of nonexchange transactions “is required unless the
transactions are not measurable (reasonably estimable) or are not probable of collection” (footnote omitted).
Paragraphs 16, 18, and 21 require each of the classes of nonexchange transactions to be recognized “net of
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estimated uncollectible amounts.” What is the difference between the probable-of-collection criterion and the
requirement to recognize each class of nonexchange transaction net of estimated uncollectible amounts?

A—The probable-of-collection criterion in paragraph 11 establishes an initial hurdle for recognition; that is,
recognition of the transaction (both the receivable and the revenue) is not required if the entire transaction is not
probable of collection. Although applicable to all nonexchange transactions, for practical reasons it generally
applies to those transactions that, in practice, are individually recorded (for example, separate donations) rather
than those that are recorded in the aggregate (for example, sales taxes).

Conversely, the requirement in paragraphs 16, 18, and 21 applies to nonexchange transactions that have met
the probable-of-collection criterion (for example, separate grants that historical evidence indicates are partially
uncollectible in the aggregate even though the particular grants that are partially uncollectible may not be
identifiable). It requires revenue for each class of nonexchange transactions to be recognized net of estimated
uncollectible amounts and results in an increase to an allowance account (for example, allowance for doubtful
accounts) rather than a reduction of the receivable.

154. Q—Paragraph 14 of Statement 33 requires recipients of resources with purpose restrictions to report the
resulting net assets (or fund balance, as appropriate) as restricted (or reserved, as appropriate) until the purpose
restrictions are met. Can the recipient spend unrestricted resources for programs that are also supported by
grants and continue to report the grant resources as restricted?

A—Yes. Governments should have a policy regarding whether to first apply restricted or unrestricted resources
when an expense is incurred for purposes for which both restricted and unrestricted net assets are available.
(Subparagraph 115h of Statement 34 requires governments to disclose that policy.)

155. Q—Are governments required to estimate their sales tax accruals if actual data is not known?

A—Yes. Paragraph 27 of Statement 33 discusses situations where one government administers and collects
other governments’ local option sales taxes. It states that, because those other governments impose the tax or
other revenue source, “they should have or can reasonably estimate the accrual-basis information necessary to
comply with the requirements of [the] Statement for derived tax revenues or imposed nonexchange revenues.”
If accrual information is estimable when another government collects the tax, it is also estimable when a
government collects its own tax. (See also Q156.)

Derived Tax Revenue Transactions

156. Q—Example 1 in Appendix D of Statement 33 introduces the notion of practical considerations into the
accounting for sales tax revenues. Specifically, the example states that a government that imposes a sales tax
“will likely base the amount to be recognized on total merchants’ sales as reported or estimated for the weeks
or quarters that make up the [government’s] fiscal year.” Does this mean that governments can report sales
taxes when the merchant sales reports are available rather than accruing sales taxes at year-end?

A—No. Governments are required to accrue sales taxes at the end of the period (subject to the availability
criterion in governmental funds). Example 1 illustrates that the amount to be accrued will likely be based on
merchants’ sales reported or estimated. Thus, the accrual is not limited to the data in merchant sales reports and
may involve additional estimates if actual data is not available. Example 1 further illustrates that the amount
accrued will be based on sales data for the weeks or quarters that make up the government’s fiscal year. Even
if the quarters covered by merchants’ sales reports do not coincide with the quarters of the government’s fiscal
year, year-end accruals are still required.
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Examples 2 and 3 discuss similar practical considerations that may result in yearly recognition of hotel taxes and
income taxes. Likewise, those practical considerations do not override the requirement to accrue those taxes at
year-end.

Q—When should resources received from tax audits be recognized?

A—Sales taxes and income taxes to be recovered in tax audits should be recorded, if measurable, in the same
period as the underlying exchange regardless of when they will be collected (deferred in governmental funds if
not available). Put another way, assessments from subsequent tax audits, if reasonably estimable, are integral
to the estimate of uncollectible sales and income taxes.

Assessments in tax audits typically result from unreported or underreported sales or income. These are
examples of exchange transactions underlying derived tax revenue transactions (for example, sales taxes and
income taxes). Paragraph 16 of Statement 33 provides that revenues from derived tax revenue transactions
should be recognized, “net of estimated refunds and estimated uncollectible amounts,” when the underlying
exchange transaction occurs.

Imposed Nonexchange Revenue Transactions

158.

159.

160.

Q—Should revenue from traffic tickets, fines, and other violations be recorded when the ticket is issued, when
the judge rules, or when payments are made?

A—Undisputed fines should be recognized when payments are made. Disputed fines should be recognized
when the appropriate legal authority (for example, traffic court) rules that the fine is valid (legally enforceable)
and should be recognized net of estimated refunds from rulings overturned on appeal. Paragraph 17 of
Statement 33 requires governments to “recognize assets from imposed nonexchange revenue transactions in
the period when an enforceable legal claim to the assets arises or when resources are received, whichever
occurs first.” Paragraph 18 requires revenue to be recognized, net of estimated refunds, “in the same period that
the assets are recognized unless the enabling legislation includes time requirements.” Legal enforceability
generally occurs when the parties pay their fines or, if disputed, when a court later rules that the fine is
enforceable.

Q—Paragraph 18 of Statement 33 states that “governments should recognize revenues from property taxes, net
of estimated refunds and estimated uncollectible amounts, in the period for which the taxes are levied . . .”
(subject to the availability criterion in governmental funds). An independent school district files a property tax
levy. The levy is processed and collected by a county that has a different fiscal period. The levy is assessed on
property owned during yet another fiscal period. What is the period for which the taxes are levied?

A—The laws and regulations governing the levy determine the period for which the taxes are levied. That period
will generally coincide with the budget or fiscal period of the entity initiating the levy. All governments subject to
the same laws and regulations should use the same period.

Q—An entity levies amounts in its current property tax levy for future debt service payments. Should the
amounts levied for the future-period debt service payments be reported as deferred revenue until those future
periods start?

A—No. Governments often include amounts in their property tax levies that will be accumulated and not paid
out until future periods (for example, other postemployment benefits). Unless a legal requirement specifies
otherwise, the period for which these amounts are levied is the same as the period for which the rest of the taxes
are levied.
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Government-Mandated and Voluntary Nonexchange Transactions

161.

162.

163.

164.

Q—What should be considered in determining if a grant has a reimbursement requirement (is expenditure-
driven)?

A—If the grant agreement indicates that the resources belong to the provider until allowable costs are incurred,
the grant is expenditure-driven. If the grant agreement is silent, the government should review the laws or
regulations that cover the grant (for example, the U.S. Office of Management and Budget’'s Compliance
Supplement and applicable sections of the Code of Federal Regulations).

Q—Does Statement 33 change revenue recognition requirements for reimbursement-based (expenditure-
driven) grants under the modified accrual basis of accounting?

A—As noted in paragraph 29, Statement 33 does not change modified accrual basis revenue recognition
requirements. Paragraph 11 of NCGA Statement 2, Grant, Entitlement, and Shared Revenue Accounting by
State and Local Governments, required that all grants, including expenditure-driven grants, be recognized as
revenue in governmental funds only when “both measurable and available” (as defined in paragraph 62 of
NCGA Statement 1). For expenditure-driven grants it added an additional requirement that “revenues should be
recognized when the expenditure is made.” However, the second criterion often was applied without regard to
the first criterion and revenue was recognized whether or not resources were available. Subparagraph 30d of
Statement 33 requires revenue recognition “in the period when all applicable eligibility requirements have been
met and the resources are available.”

Q—A state reimburses local governments for certain grant expenditures. Should the state accrue a liability for
reimbursements based on (a) claims submitted or (b) claims submitted and claims incurred but not reported?

A—For reimbursement-based (expenditure-driven) grants, paragraph 21 of Statement 33 requires providers to
recognize liabilities (or decreases in advances) when all eligibility requirements are met. Reimbursement
eligibility requirements are met when recipients incur allowable costs, not when those costs are submitted for
reimbursement. Therefore, on either the accrual or the modified accrual basis of accounting, the state should
recognize a liability for the estimated amount of allowable costs incurred by potential recipients, based on both
claims submitted and estimated claims incurred but not reported, provided that all other eligibility requirements
are met.

Q—A city receives a grant from the state. The city meets all of the eligibility requirements (for example, the
period when the resources are required to be used has begun, reimbursable costs are incurred), but the state
has not yet appropriated resources for the grant. Can the city recognize grant revenue?

A—No. The state should appropriate resources before the city can recognize the grant revenue. Paragraph 74
in the Basis for Conclusions of Statement 33 states that, “[w]hen the provider is a government, the required
period of disbursement often is specified through the appropriation of resources under the enabling legislation,
rather than as part of that legislation or related regulations. The Board believes that, in those cases, a
government appropriation is not equivalent to an authorization to pay an existing liability, such as the approval
of a vendor’s invoice for payment related to an exchange transaction that has occurred. Rather, an appropriation
is essential to make the enabling legislation effective for a particular period of time. In these circumstances, the
Board believes that a government does not have a liability to transmit resources under a particular program, and
a recipient does not have a receivable, unless an appropriation for that program exists and the period to which
the appropriation applies has begun. Once those requirements (and all other applicable eligibility requirements)
have been met, a provider government should recognize a liability and a qualified recipient should recognize a
receivable. . ..”
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Q—Using the same facts as the prior question, except that state law requires the state treasurer to pay the grant
whether or not the legislature appropriates resources, when should the city recognize the grant?

A—The city should recognize grant revenue in the current period without regard to when the legislature
appropriates resources. In this case, the required period of disbursement is not specified through the appro-
priation of resources. Rather, it is specified by the enabling legislation or its related regulations. An appropriation
is not essential to make the enabling legislation effective for a particular period of time and, if made, is equivalent
to an authorization to pay an existing liability as discussed in paragraph 74 of the Basis for Conclusions of
Statement 33.

Q—A government is awarded an expenditure-driven grant for construction of a facility. Could revenue recog-
nition be delayed until construction is complete, similar to the completed-contract method?

A—No. Revenue from expenditure-driven (reimbursement) grants, including those used for capital projects,
should be recognized as expenditures are incurred, provided all other eligibility requirements are met (subject
to availability in governmental funds).

Q—Example 21a of Statement 33 illustrates a grant receivable being recorded at the discounted present value
of the future payments. Are grant receivables required to be reported at their discounted present value as
illustrated in the example and as discussed in paragraph 12 of Accounting Principles Board (APB) Opinion 21,
Interest on Receivables and Payables?

A—No. Although Example 21a illustrates that receivables can be discounted, it does not require discounting.
Paragraph 12 of APB Opinion 21 covers accounting for receivables and payables arising from exchange
transactions, not nonexchange transactions.

Q—Would a government ever record a receivable for a permanent endowment, term endowment, or similar
transaction?

A—No. Permanent endowments, term endowments, and similar transactions are examples of voluntary
nonexchange revenue transactions. Accordingly, recipients should not recognize a receivable until all of the
eligibility requirements, including time requirements, are met. Footnote 12 of Statement 33 states that “the time
requirement is met as soon as the recipient begins to honor the provider’s stipulation not to sell, disburse, or
consume the resources and continues to be met for as long as the recipient honors that stipulation.” Therefore,
the time requirement cannot be met until the resources are actually received. Hence, paragraph 73 of the Basis
for Conclusions of Statement 33 states: “Therefore, providers and recipients should not recognize liabilities or
receivables in these kinds of transactions. Rather, they should recognize cash or other assets as expenses
when paid (providers) and as revenues when received (recipients) [provided that all other eligibility requirements
have been met].”

Q—Paragraph 24 of Statement 33 provides that, if a governmental provider does not specify a time requirement,
the applicable period for recognition is the provider’s fiscal year. What is the applicable period if the provider is
not a government?

A—Paragraph 78 of the Basis for Conclusions of Statement 33 states that, “when a nongovernmental provider
does not specify otherwise, [the] Statement requires recipients to recognize the awards in full in the first period
that use is permitted and all other applicable eligibility requirements have been met [subject to availability in
governmental funds].”
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Current Financial Resources Recognition
170. Q—How should donations of capital assets to governments be recorded in governmental funds?

A—The measurement focus of governmental funds is on current financial resources (resources available for
spending). Therefore, if a capital asset is donated to a governmental fund and is held for use, no asset or
revenue is recorded in the fund.

Transition

171. Q—Paragraph 106 of NCGA Statement 1 states: “Residual equity transfers to proprietary funds should be
reported as additions to contributed capital; those from proprietary funds should be reported as reductions of
retained earnings or contributed capital, as appropriate in the circumstances.” However, footnote 18 of
Statement 33 states: “This Statement requires governments to recognize capital contributions to proprietary
funds and to other governmental entities that use proprietary fund accounting as revenues, not contributed
capital. However, governments should not restate contributed capital arising from periods prior to implementa-
tion of this Statement until the Board issues one or more Statements requiring restatement of those prior-period
balances.” Does Statement 33 change the accounting for residual equity transfers?

A—No. Prior to implementation of Statement 34, residual equity transfers to and from proprietary funds continue

to affect contributed capital as discussed in paragraph 106 of NCGA Statement 1. However, Statement 34
eliminates the category of residual equity transfers and requires restatement of prior contributed capital.
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Appendix

ILLUSTRATIVE FINANCIAL STATEMENTS FOR COUNTY GOVERNMENT

This appendix illustrates the financial reporting requirements of Statements 33 through 38. It is presented for
illustrative purposes only and is nonauthoritative. These sample financial statements and disclosures are presented to
assist financial statement preparers in understanding the requirements of Statements 33 through 38. In some
instances, amounts that may be considered immaterial are used to illustrate specific requirements or
approaches. No inferences about determining materiality should be drawn from these illustrations.

This appendix illustrates the minimum requirements for a “complete” set of financial statements in accordance with
GAAP and required supplementary information. However, an illustrative management’s discussion and analysis
(MD&A), required to be presented as RSI, is not presented. A “typical” set of basic financial statements, notes to the
financial statements, and RSI other than MD&A are included. In addition, certain supplementary information, not
required by Statement 34, is presented. Combining statements for nonmajor funds, internal service funds, and
agency funds are illustrated to provide underlying fund details that may be helpful in understanding certain aspects
of the basic financial statements.

Alternative approaches to some of the displays and disclosures in this appendix are permitted, and some
alternatives were illustrated in Appendix 3 of Q&A 34. Preparers should select alternatives, where appropriate,
considering what is most relevant and useful, based on the requirements set forth in Statement 34 and the needs of
their own financial statement users.
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Exhibit 1
Common County
Statement of Net Assets
June 30, 2002
Governmental Business-type
Activities Activities Total
ASSETS
Pooled cash and investments (Note 2) $ 54,795,200 $ 31,003,016 $ 85,798,216
Investments, plus accrued interest (Note 2) 7,455,708 — 7,455,708
Accounts receivable, net 1,891,555 1,301,656 3,193,211
Taxes receivable, net 2,000,000 — 2,000,000
Notes receivable, net 1,296,745 875,399 2,172,144
Health plan contributions receivable, net 14,733,173 — 14,733,173
Due from other governments 27,464,800 — 27,464,800
Inventories and prepaid expenses 1,022,119 — 1,022,119
Restricted assets—noncurrent (Note 2) 9,599,316 26,596,649 36,195,965
Pension assets (Note 7) 40,259,000 — 40,259,000
Capital assets (Note 3):
Land and construction in progress 63,009,780 4,257,884 67,267,664
Infrastructure, net 584,810,374 — 584,810,374
Building and improvements, net 75,414,530 10,671,153 86,085,683 Signﬁficant components of
Equipment and vehicles, net 25,629,727 2,630,700 28,260,427 LZi‘zV;;;ispfgge’ﬁgﬁﬁsthe
Total capital assets 748,864,411 17,559,737 766,424,148 face of this statement. This
Total assets 909,382,027 77,336,457 986,718,484  |detail may, altematively, be
provided by note disclosure,
as discussed in paragraph 13
LIABILITIES of Statement 38.
Accounts payable 21,782,319 476,170 22,258,489
Internal balances 393,496 (393,496) —
Due to other governments 3,715,414 — 3,715,414
Salaries and benefits payable 3,242,681 251,268 3,493,949
Deferred revenue 13,820,551 — 13,820,551
Accrued interest 1,065,950 — 1,065,950
Long-term liabilities (Notes 6 and 8):
Portion due or payable within one year:
Claims payable 2,650,000 — 2,650,000
Certificates of participation (COPs) payable 3,050,000 14,000 3,064,000
Bonds and notes payable 8,220,000 600 8,220,600
Capital leases 3,000,000 — 3,000,000
Compensated absences 856,000 — 856,000
Portion due or payable after one year:
Claims payable 2,450,000 — 2,450,000
COPs payable 84,068,143 1,700,180 85,768,323
Bonds and notes payable 46,326,918 64,206 46,391,124
Capital leases 8,400,882 — 8,400,882
Compensated absences 9,427,121 — 9,427 121
Accrued landfill closure/postclosure
care costs (Note 9) 26,596,649 26,596,649
Total liabilities 212,469,475 28,709,577 241,179,052
NET ASSETS
Invested in capital assets, net of related debt 649,403,468 15,780,751 665,184,219
Restricted for:
Capital projects 5,664,726 - 5664726 |LeonoheetCpresentsa | |
Debt service 10,961,357 — 10,961,357 |asset components were
Road projects 4,386,138 — 4,386,138 |determined.
Redevelopment 2,160,075 — 2,160,075
Other purposes 2,212,297 — 2,212,297
Unrestricted 22,124,491 32,846,129 54,970,620
Total net assets $ 696,912,552 § 48,626,880 $ 745,539,432
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Governmental Funds
June 30,

Common County
Balance Sheet

2002

ISee Worksheet A.

Exhibit 3

See Exhibit 11 for an illustration of an optional combining
statement for nonmajor funds.

/

\

S

!

Public Facility Other Total
General Realignment Corporation Governmental Governmental
Fund Fund Debt Service Funds Funds
ASSETS
Cash $ 112,230 $ — $ — $ —  $ 112,230
Pooled cash and investments (Note 2) 36,419,118 5,098,741 — 9,303,983 50,821,842
Investments, plus accrued interest (Note 2) — — 11,343,051 3,354,153 14,697,204
Accounts receivable, net 184,054 — 7,250 1,700,251 1,891,555
Taxes receivable, net 1,500,000 — — 500,000 2,000,000
Notes receivable, net 758,741 — — 538,004 1,296,745
Due from other county funds (Note 4) 4,402,673 — — 1,160,956 5,563,629
Due from other governments 19,240,733 1,911,880 — 6,312,187 27,464,800
Inventories 436,336 — — 229,084 665,420
Prepaid items 139,699 —_ —_ 217,000 356,699
Health plan contributions receivable, net 14,733,173 — — — 14,733,173
Total assets $ 77,926,757 $ 7,010,621 $ 11,350,301 $ 23,315,618 $ 119,603,297
LIABILITIES AND FUND BALANCES
Liabilities:
Warrants payable $ 6365080 $ — 3 — 3 46,436 $ 6,411,496
Accounts payable 9,275,493 — — 5,854,012 15,129,505
Due to other county funds (Note 4) 1,952,678 2,070,538 — 1,987,240 6,010,456
Due to other governments 3,715,414 — — — 3,715,414
Deposits from others 124,648 — — — 124,648
Salaries and benefits payable 2,903,176 — — 311,688 3,214,864
Deferred revenue 10,364,468 4,940,083 — 516,000 15,820,551
Total liabilities 34,700,937 7,010,621 — 8,715,376 50,426,934
Fund balances:
Reserved for:
Inventories 436,336 — — 229,084 665,420
Prepaid items 139,699 — — 217,000 356,699
Noncurrent assets 15,491,914 —_ 11,350,301 538,004 27,380,219
Unreserved 27,157,871 — — — 27,157,871
Unreserved, reported in nonmajor:
Special revenue funds — — — 7,274,422 7,274,422
Debt service funds — — — 677,006 677,006
Capital project funds — — — 5,664,726 5,664,726
Total fund balances 43,225,820 — 11,350,301 14,600,242 69,176,363
Total liabilities and fund balances $ 77,926,757 $ 7,010,621 $ 11,350,301 $ 23315618 §$ 119,603,297

Significant components of receivables and payables have been presented on the face of this statement. This detail may,
alternatively, be provided by note disclosure, as discussed in paragraph 13 of Statement 38.

on the face of this statement.

The required reconciliation is presented on the next page as a continuation of this financial statement. It could, however, be shown
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Common County
Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Assets
June 30, 2001

Total fund balances for governmental funds (Exhibit 3)

Total net assets reported for governmental activities in the statement of net assets is
different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. Those assets consist of:
Land $
Construction in progress
Infrastructure, net of $480,996,249 accumulated depreciation
Buildings and improvements, net of $32,320,512 accumulated depreciation
Equipment, net of $4,850,382 accumulated depreciation
Vehicles, net of $11,081,248 accumulated depreciation
Total capital assets (See Note 3.)

The pension assets resulting from contributions in excess of the annual required
contribution in 2000 are not financial resources and therefore are not reported in
the funds. (See Note 7.)

Internal service funds (see Exhibit 5) are used by the County to charge the cost

of liability, malpractice, and worker's compensation insurance to individual funds.
The assets and liabilities of the internal service funds are included in governmental
activities in the statement of net assets. Internal service fund net assets are:

Some of the County's taxes will be collected after year-end, but are not available soon
enough to pay for the current period's expenditures, and therefore are reported as
deferred revenue in the funds.

Long-term liabilities applicable to the County's governmental activities are not due and
payable in the current period and accordingly are not reported as fund liabilities.

Interest on long-term debt is not accrued in governmental funds, but rather is recognized
as an expenditure when due. All liabilities—both current and long-term—are reported

in the statement of net assets. Also, during the year the County refunded some

of its existing debt. The amount borrowed is received in the governmental funds

and increases fund balance. The amount that was sent to the paying agent ($46,222,462)
to be escrowed for payment of the old debt ($41,875,000) as it comes due is paid out of
governmental funds and reduces fund balance. The difference between those

amounts ($4,347,462) will be amortized as an adjustment of interest expense in the
statement of activities over the remaining life of the refunded debt. In addition, the County
received a premium of $2,411,557 on Certificates of Participation with a face value

of $46,438,415. The premium will be amortized as an adjustment of interest expense

in the statement of activities over the remaining life of the new debt.

Balances at June 30, 2002 are:

Accrued interest on bonds

Certificates of participation $
Bonds and note payable

Capital leases

Compensated absences

Claims and judgments not accounted for in the internal service fund (1,400,000)
Deferred amount on refunding 3,881,662
Unamortized premiums (2,231,390)

Total long-term liabilities (See Note 6.)

Total net assets of governmental activities (Exhibit 1)

6,955,661
56,054,119
584,810,374
75,414,530
9,007,853
16,621,874

(88,768,415)
(54,546,918)
(11,400,882)
(10,283,121)

Paragraph 77 of Statement 34 states that if aggregated information in the reconciliation obscures the nature of individual elements
of a particular reconciling item, a more detailed explanation should be provided in the notes. In this illustration, sufficient detail is
provided so that additional disclosure in the notes is not required.
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$ 69,176,363

748,864,411

40,259,000

2,427,792

2,000,000

(1,085,950)

(164,749,064)
696,912 552
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Statement of Revenues, Expenditures, and Changes in Fund Balances

REVENUES
Property taxes
Sales taxes
Motor fuel taxes
Licenses and permits
Fines, forfeitures, and penalties
Interest, rents, and concessions
Intergovernmental
Charges for services
Disaster costs recovered
Miscellaneous
Total revenues
EXPENDITURES
Current:
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Culture and recreation
Debt service:
Principal payments
Interest and fiscal charges
Debt issuance costs
Defeasance costs
Capital outlay
Total expenditures

Excess (deficiency) of revenues

over expenditures

OTHER FINANCING SOURCES (USES)

Capital leases

Certificates of participation issued
Premiums on debt issued
Payments to escrow agent
Transfers in (Note 4)

Transfers out (Note 4)

Total other financing sources and uses
Net change in fund balances

Fund balances—beginning

Fund balances—ending

Governmental Funds

For the Year Ended June 30, 2002

|See Worksheet A.

Exhibit 4

See Exhibit 12 for an illustration of an optional combining

statement for nonmajor funds.

\

.

.

Public Facility Other Total
General Realignment Corporation Governmental Governmental

Fund Fund Debt Service Funds Funds
$ 31312479 § — 3 — 3 7,907,232 $ 39,219,711
— 23,992,788 — — 23,992,788
— — — 3,878,249 3,878,249
5,829,552 — — 6,360 5,835,912
6,718,777 — — 6,587 6,725,364
3,490,156 — 829,148 1,097,604 5,416,908
230,436,074 — — 27,137,411 257,573,485
39,868,067 — — 2,465,827 42,333,894
— — — 790,082 790,082
4,754,254 — — 985,530 5,739,784
322,409,359 23,992,788 829,148 44,274,882 391,506,177
18,810,638 — — 464,123 19,274,761
101,480,029 — — 11,516,736 112,996,765
— — — 15,171,844 15,171,844
59,158,818 — — 2,487,543 61,646,361
156,561,061 — — 15,268,543 171,829,604
469,172 — — 2,259,350 2,728,522
1,390,051 — — — 1,390,051
1,692,345 — 3,270,000 9,455,096 14,417,441
376,004 — 4,749,224 3,601,787 8,727,015
— — 813,954 — 813,954
— — 4,347,462 — 4,347,462
— — — 27,447,251 27,447,251
339,938,118 — 13,180,640 87,672,273 440,791,031
(17,528,759) 23,992,788 (12,351,492) (43,397,391) (49,284,854)
3,256,248 — — 1,943,845 5,200,093
— — 43,474,810 2,963,605 46,438,415
— — 2,411,557 — 2,411,557
— — (41,875,000) — (41,875,000)
37,300,522 13,215,696 5,628,134 42,635,151 98,779,503
(42,473,518) (37,208,484) — (18,991,501) (98,673,503)
(1,916,748) (23,992,788) 9,639,501 28,551,100 12,281,065
(19,445,507) — (2,711,991) (14,846,291) (37,003,789)
62,671,327 — 14,062,292 29,446,533 106,180,152
$ 43,225820 $ — 3 11,350,301 $ 14,600,242 $ 69,176,363

on the face of this statement.

The required reconciliation is presented on the next page as a continuation of this financial statement. It could, however, be shown
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Common County
Reconciliation of the Statement of Revenues,

Expenditures, and Changes in Fund Balances of Governmental Funds

to the Statement of Activities
For the Year Ended June 30, 2002

Net change in fund balances— total governmental funds (Exhibit 4)

The change in net assets reported for governmental activities in the statement of
activities is different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by
which depreciation ($44,230,302) exceeded capital outlays ($42,053,833)

in the current period. (See Note 3.)

Bond proceeds are reported as financing sources in governmental funds and thus
contribute to the change in fund balance. In the statement of net assets, however,
issuing debt increases long-term liabilities and does not affect the statement of
activities. Similarly, repayment of principal is an expenditure in the governmental
funds but reduces the liability in the statement of net assets. (See Note 6.)

Debt issued:
Refunding certificates of participation
Premium on the refunding debt
Repayments:
To paying agent:
For certificate principal
Additional amount—deferred interest
To bond, certificate, and note holders
Net adjustment

Some capital additions were financed through capital leases. In governmental funds,

a capital lease arrangement is considered a source of financing, but in the
statement of net assets, the lease obligation is reported as a liability. (See Note 6.)

Under the modified accrual basis of accounting used in the governmental funds,
expenditures are not recognized for transactions that are not normally paid with
expendable available financial resources. In the statement of activities,

however, which is presented on the accrual basis, expenses and

liabilities are reported regardless of when financial resources are available.

In addition, interest on long-term debt is not recognized under the modified
accrual basis of accounting until due, rather than as it accrues.

This adjustment combines the net changes of six balances. (See Notes 6 and 7.)

Compensated absences
Toxic clean-up agreement
Amortization of debt premium
Amortization of pension assets
Amortization of advanced refunding difference
Accrued interest on bonds
Combined adjustment

Internal service funds (See Exhibit 6.) are used by the County to charge the costs
workers' compensation insurance to individual funds. The net revenue of internal

service funds of liability, malpractice, and is reported with governmental activities.

Change in net assets of governmental activities (Exhibit 2)

(

46,438,415)
(2,411,557)

41,875,000
4,347,462

14,417,441

84,514
1,000,000
180,167

(725,000)

(465,800)
98,965

Exhibit 4.1

$ (37,003,789)

(2,176,469)

11,789,931

(5,200,093)

172,846

924,895

$ (31,492,679)

the notes is not required.

Paragraph 77 of Statement 34 states that if aggregated information in the reconciliation obscures the nature of individual elements of a particular
reconciling item, a more detailed explanation should be provided in the notes. In this illustration, sufficient detail is provided so that additional disclosure in|
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Exhibit 5
Common County
Statement of Net Assets
Proprietary Funds
June 30, 2002

See Exhibits 17 and 20 for illustrations of optional
combining statements for nonmajor funds.

See Worksheet A.
Enterprise Funds
Solid Other Internal
Waste Fund Enterprise Funds Total Service Funds
ASSETS
Current assets:
Cash $ 191,499 $ 9,947 $ 201,446 $ —
Pooled cash and investments (Note 2) 29,658,481 1,143,089 30,801,570 6,218,948
Receivables, net 1,228,509 73,147 1,301,656 —
Notes receivable, net 875,399 — 875,399 —
Due from other county funds (Note 4) 802,988 1,324 804,312 —
Deposits with others — 23,963 23,963 —
Total current assets 32,756,876 1,251,470 34,008,346 6,218,948
Noncurrent assets:
Restricted assets 26,596,649 — 26,596,649 —
Capital assets (Note 3):
Land 3,687,054 570,830 4,257,884 —
Buildings and improvements, net 2,473,377 8,197,776 10,671,153 —
Equipment, net 2,500,744 129,956 2,630,700 —
Total noncurrent assets 35,257,824 8,898,562 44,156,386 —
Total assets 68,014,700 10,150,032 78,164,732 6,218,948
LIABILITIES
Current liabilities:
Accounts payable 292,679 183,491 476,170 63,189
Salaries and benefits payable 251,268 — 251,268 27,817
Due to other county funds (Note 4) 6,256 404,560 410,816 150
Deposits from others — 23,963 23,963 —
Claims payable — — — 1,250,000
Bonds, notes, and COPs payable — 14,600 14,600 —_
Total current liabilities 550,203 626,614 1,176,817 1,341,156
Noncurrent liabilities (Note 6):
Claims payable — — — 2,450,000
Bonds, notes, and COPs payable — 1,764,386 1,764,386 —_
Accrued landfill closure/postclosure
care costs (Note 9) 26,596,649 — 26,596,649 —
Total noncurrent liabilities 26,596,649 1,764,386 28,361,035 2,450,000
Total liabilities 27,146,852 2,391,000 29,537,852 3,791,156
NET ASSETS
Invested in capital assets, net of related debt 8,661,175 7,119,576 15,780,751 —
Unrestricted 32,206,673 639,456 32,846,129 2,427,792
Total net assets $ 40,867,848 $ 7,759,032 $ 48,626,880 $ 2,427,792

Significant components of receivables and payables have been presented on the face of this statement. This detail may, alternatively,
be provided by note disclosure, as discussed in paragraph 13 of Statement 38.
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See Worksheet A. I

OPERATING REVENUES
Charges for services
Miscellaneous
Total operating revenues
OPERATING EXPENSES
Salaries and benefits
Services and supplies
Landfill closure/postclosure care costs
Insurance premiums
Claims
Depreciation
Total operating expenses
Operating income (loss)
NONOPERATING REVENUES (EXPENSES)
Sales and use taxes
Special assessments
Investment earnings
Rents and concessions
Interest expense
Total nonoperating revenue (expenses)
Income (loss) before transfers
TRANSFERS OUT
Change in net assets
Total net assets—beginning

Exhibit 6
Common County
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
For the Year Ended June 30, 2002
See Exhibits 18 and 21 for illustrations of optional combining
statements for nonmajor funds.
\ Enterprise Funds
Solid Other < Internal
Waste Fund Enterprise Funds Total Service Funds
$ 10,444,407 $ 512,632 $ 10,957,039 7,155,511
39,040 5,229 44,269 31,139
10,483,447 517,861 11,001,308 7,186,650
2,514,815 — 2,514,815 204,479
3,352,301 1,080,926 4,433,227 1,430,966
1,921,626 — 1,921,626
— — — 4,323,686
— — — 572,763
706,227 367,634 1,073,861 —
8,494,969 1,448,560 9,943,529 6,531,894
1,988,478 (930,699) 1,057,779 654,756
— 693,521 693,521 —
— 23,294 23,294 —
2,712,221 53,723 2,765,944 270,139
26,800 3,803 30,603 —
— (115,565) (115,565) —
2,739,021 658,776 3,397,797 270,139
4,727,499 (271,923) 4,455,576 924,895
(106,000) — (106,000) —
4,621,499 (271,923) 4,349,576 924,895
36,246,349 8,030,955 44,277,304 1,502,897
$ 40,867,848 $ 7,759,032 $ 48,626,880 2,427,792

Total net assets—ending
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See Worksheet A.
Enterprise Funds
Solid Other

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers
Payments to employees
Internal activity—payments from (to) other funds
Other receipts

Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Property, sales, and use taxes

Rents and concessions

Transfers out

Interfund loans—proceeds and collections

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchases and construction of capital assets
Principal paid on capital debt
Interest paid on capital debt

Net cash used by capital and

related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends

Net increase in cash and cash equivalents
Balances—beginning of the year
Balances—end of the year

Displayed as:
Cash
Pooled cash and investments
Restricted assets

Reconciliation of operating income (loss) to net cash

provided (used) by operating activities:
Operating income (loss)

Adjustments to reconcile operating income to net cash

provided (used) by operating activities:
Depreciation expense
Landfill closure/postclosure care expense
Change in assets and liabilities:
Receivables, net
Prepaid items
Accounts and other payables
Net cash provided (used) by operating activities

Common County
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2002

Exhibit 7

statements for nonmajor funds.

See Exhibits 19 and 22 for illustrations of optional combining

Internal

Waste Fund Enterprise Funds Total Service Funds

$ 9,796,624 $ 509,689 $ 10,306,313  § 5,002,888
(1,570,396) (837,798) (2,408,194) (5,934,964)
(2,586,557) — (2,586,557) (216,301)

(1,643,657) (214,688) (1,858,345) 1,785,661
39,040 5,229 44,269 31,139

4,035,054 (537,568) 3,497,486 668,423

- 716,815 716,815 —

26,800 3,803 30,603 -

(106,000) - (106,000) —

396,750 33,678 430,428 150

317,550 754,296 1,071,846 150
(3,264,207) - (3,264,207) —

- (21,272) (21,272) —

— (115,565) (115,565) —

(3,264,207) (136,837) (3,401,044) —
2,712,221 53,723 2,765,944 270,139
3,800,618 133,614 3,934,232 938,712
52,646,011 1,019,422 53,665,433 5,280,236

$ 56,446,629 $ 1,153,036  § 57,599,665 $ 6,218,948
$ 191,499 § 9947 $ 201,446 $ —
29,658,481 1,143,089 30,801,570 6,218,948
26,596,649 — 26,596,649 —

$ 56,446,629 $ 1,153,036  § 57,599,665 $ 6,218,948
$ 1,988,478 § (930,699) $ 1,057,779  $ 654,756
706,227 367,634 1,073,861 —
1,921,626 — 1,921,626 —

(647,783) (2,943) (650,726) 316,101

— — — 4,819
66,506 28,440 94,946 (307,253)

$ 4,035,054 $ (537,568) $ 3,497,486 $ 668,423
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Common County
Statement of Fiduciary Assets and Liabilities
Fiduciary Funds
June 30, 2002

Agency Funds
ASSETS
Temporary investment in treasury pool $ 314,457,766
Due from other funds 53,481
Due from other governments 1,830,305
Total assets 316,341,552
LIABILITIES
Accounts payable 15,817,240
Due to other governments 245,605,743
Due to others 54,918,569
Total liabilities 316,341,552
NET ASSETS 3$ —

See Exhibit 23 for an illustration of an optional combining
statement.
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Common County

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2002
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NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1-A. Reporting Entity

The accompanying financial statements present the activities of Common County (the County) and its four component
units, legally separate organizations for which the County is financially accountable. These component units are so
intertwined with the County that they are, in substance, the same as the County and, therefore, are blended and
reported as if they were part of the County. The County Board of Supervisors also serves as the governing board for
the Redevelopment Agency, the Sewer Maintenance District, and the Flood Control District. Although the board
members of the Public Facilities Corporation are appointed by the County Board, the corporation exists solely to
finance the acquisition and construction of equipment and facilities for the County.

Included in the Separate

Component Unit Reporting Entity Because: Financial Statements
County Redevelopment Agency (CRA): conducts Board of Supervisors Available at the County
capital improvement projects for sewer and composes board of CRA Clerk’s Office in the
storm-drainage systems and makes community Courthouse
improvements such as youth and community facilities,
sidewalks, and graffiti abatement
County Sewer Maintenance District (CSMD): Board of Supervisors Available at the County
develops, expands, and maintains the CSMD composes board of CSMD Clerk’s Office in the
wastewater treatment and disposal facility Courthouse
County Flood Control District (CFCD): provides Board of Supervisors Available at the County
flood control-related services to County residents composes board of CFCD Clerk’s Office in the

Courthouse
County Public Facilities Corporation (CPFC): acquires County appoints and may CPFC Offices
equipment and facilities financed by the proceeds of remove members of board 6766 Mesquite Dr.
borrowings for lease to the County of CPFC County Seat, ST 92277

1-B. Basis of Presentation, Basis of Accounting

Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activities display information about
the primary government (the County) and its component units. These statements include the financial activities of the
overall government, except for fiduciary activities. Eliminations have been made to minimize the double-counting of
internal activities. These statements distinguish between the governmental and business-type activities of the County.
Governmental activities generally are financed through taxes, intergovernmental revenues, and other nonexchange
transactions. Business-type activities are financed in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for the different
business-type activities of the County and for each function of the County’s governmental activities. Direct expenses
are those that are specifically associated with a program or function and, therefore, are clearly identifiable to a
particular function. Indirect expense allocations that have been made in the funds have been reversed for the
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statement of activities. Program revenues include (a) fees, fines, and charges paid by the recipients of goods or
services offered by the programs and (b) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular program. Revenues that are not classified as program revenues, including all
taxes, are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the County’s funds, including its
fiduciary funds and blended component units. Separate statements for each fund category—governmental, propri-
etary, and fiduciary—are presented. The emphasis of fund financial statements is on major governmental and
enterprise funds, each displayed in a separate column. All remaining governmental and enterprise funds are
aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated with
the principal activity of the fund. Exchange transactions are those in which each party receives and gives up
essentially equal values. Nonoperating revenues, such as subsidies and investment earnings, result from nonex-
change transactions or ancillary activities.

The County reports the following major governmental funds:

General Fund. This is the County’s primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund.

Realignment Fund. This fund accounts for the County’s matching requirements for federal awards, sales tax revenues,
and transfers to/from the General Fund associated with certain health and welfare expenditures.

CPFC Debt Service Fund. This fund accounts for the resources accumulated and payments made for principal and
interest on general long-term debt associated with equipment and facilities leased to the County.

The County reports the following major enterprise fund:

Solid Waste Fund. This fund accounts for the operation, maintenance, and development of various landfills and
disposal sites.

The County reports the following fund types:

Internal Service Funds. These funds account for general liability and malpractice, and workers’ compensation
insurance coverages provided to other departments on a cost-reimbursement basis.

Agency Funds. These funds account for monies held on behalf of school districts, special districts, and retirement
boards that use the County as a depository; property taxes collected on behalf of other governments; and surety
bonds and performance deposits.

Measurement Focus, Basis of Accounting

Government-wide, Proprietary, and Fiduciary Fund Financial Statements. The government-wide, proprietary, and
fiduciary fund financial statements are reported using the economic resources measurement focus. The government-
wide and proprietary fund financial statements are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when the related
cash flows take place. Nonexchange transactions, in which the County gives (or receives) value without directly
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receiving (or giving) equal value in exchange, include property taxes, grants, entitlements, and donations. On an
accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied. Revenue
from grants, entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have been
satisfied.

Governmental Fund Financial Statements. Governmental funds are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The County considers all revenues reported in the governmental funds to be available if
the revenues are collected within sixty days after year-end. Property taxes, sales taxes, franchise taxes, licenses, and
interest are considered to be susceptible to accrual. Expenditures are recorded when the related fund liability is
incurred, except for principal and interest on general long-term debt, claims and judgments, and compensated
absences, which are recognized as expenditures to the extent they have matured. General capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources.

Under the terms of grant agreements, the County funds certain programs by a combination of specific cost-
reimbursement grants, categorical block grants, and general revenues. Thus, when program expenses are incurred,
there are both restricted and unrestricted net assets available to finance the program. It is the County’s policy to first
apply cost-reimbursement grant resources to such programs, followed by categorical block grants, and then by
general revenues.

All governmental and business-type activities and enterprise funds of the County follow FASB Statements and
Interpretations issued on or before November 30, 1989, Accounting Principles Board Opinions, and Accounting
Research Bulletins, unless those pronouncements conflict with GASB pronouncements.

1-C. Assets, Liabilities, and Equity
Deposits and Investments

The cash balances of substantially all funds are pooled and invested by the County Treasurer for the purpose of
increasing earnings through investment activities. The pool’s investments are reported at fair value at June 30, 2002,
based on market prices. The individual funds’ portions of the pool’s fair value are presented as “Pooled Cash and
Investments.” Earnings on the pooled funds are apportioned and paid or credited to the funds quarterly based on the
average daily balance of each participating fund.

Cash and Cash Equivalents

The County considers cash and cash equivalents in proprietary funds to be cash on hand and demand deposits. In
addition, because the Treasury Pool is sufficiently liquid to permit withdrawal of cash at any time without prior notice
or penalty, equity in the pool is also deemed to be a cash equivalent.

Receivables and Payables

All trade and property tax receivables are shown net of an allowance for uncollectibles.

Notes receivable in governmental funds consist of rehabilitation and redevelopment loans that are generally not
expected or scheduled to be collected in the subsequent year.
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Property Tax Calendar

The County is responsible for the assessment, collection, and apportionment of property taxes for all jurisdictions
including the schools and special districts within the County. The Board of Supervisors levies property taxes as of
September 1 on property values assessed on July 1. Secured property tax payments are due in two equal
installments. The first is generally due November 1 and is delinquent with penalties on December 10, and the second
is generally due on February 1 and is delinquent with penalties on April 10. Secured property taxes become a lien on
the property on January 1.

Inventories and Prepaid Items

Inventories are valued at cost using the first-in/first-out (FIFO) method. The costs of governmental fund-type
inventories are recorded as expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items.
Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated fixed assets are
recorded at their estimated fair value at the date of donation. General infrastructure assets acquired prior to July 1,
2001 consist of the road network assets that were acquired or that received substantial improvements subsequent to
July 1, 1980 and are reported at estimated historical cost using deflated replacement cost. The County’s other major
infrastructure network—bridges—has not yet been reported. The cost of normal maintenance and repairs that do not
add to the value of the asset or materially extend assets’ lives are not capitalized.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Estimated
Asset Class Useful Lives
Infrastructure 30
Buildings 50
Building improvements 20
Vehicles 2-15
Office equipment 3-15
Computer equipment 3-15

Compensated Absences

The liability for compensated absences reported in the government-wide and proprietary fund statements consists of
unpaid, accumulated annual and sick leave balances. The liability has been calculated using the vesting method, in
which leave amounts for both employees who currently are eligible to receive termination payments and other
employees who are expected to become eligible in the future to receive such payments upon termination are included.
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NOTE 2—DEPOSITS AND INVESTMENTS

2-A. Summary of Deposit and Investment Balances

Following is a reconciliation of the County’s deposit and investment balances as of June 30, 2002:

Pooled Cash

and Investments
Bank deposits $ 11,600,177
Investments 398,129,103
Accrued interest 4,747,998
Total $414,477,278

Government-wide

Statement
of Net Assets

Pooled cash and

investments $ 85,798,216
Investments 7,455,708
Restricted assets

(noncurrent) 36,195,965
Total $129,449,889

2-B. Cash Deposits

As of June 30, 2002, the carrying amount of the County’s bank deposits was $11,680,550 and the respective bank
balances totaled $17,635,912. Of the total bank balance, $694,514 was insured through the Federal Depository
Insurance Corporation (FDIC). The remaining $16,941,398 was collateralized with pooled securities held by the
financial institutions’ trust departments. These securities are held in the name of the financial institution and not that

of the County.

2-C. Investments

The County’s investment policy, in compliance with state statutes, authorizes the Treasurer to invest in the following:

Other

$ 80,373
29,350,004

$ 29,430,377

Fiduciary Funds
Statement
of Net Assets

$314,457,766

$314,457,766

e Bankers’ acceptances eligible for purchase by the Federal Reserve System

e Bonds issued by Common County

e Commercial paper rated A-1 by Standard & Poor’s Corporation or P-1 by Moody’s Commercial Paper Record

e Medium-term corporate notes rated “A” or better
e Mutual funds
o Negotiable certificates of deposit

o Obligations of federal agencies or U.S. government-sponsored enterprises

o Obligations of the State
e Obligations of the U.S. Treasury
e Repurchase and reverse repurchase agreements
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Total

$ 11,680,550
427,479,107
4,747,998

$443,907,655

Total

$400,255,982
7,455,708

36,195,965
$443,907,655
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The County’s investments have been classified into the following three categories of credit risk:

(1) Insured or registered, or securities held by the County or its agent in the County’s name
(2) Uninsured and unregistered, with securities held by the counterparty’s trust department or agent in the County’s

name

(3) Uninsured and unregistered, with securities held by the counterparty, or by the counterparty’s trust department

or agent, but not in the County’s name.

The following schedule classifies the investments of the County as of June 30, 2002, into the above noted categories:

U.S. Treasury obligations

Federal agency obligations

Municipal obligations

Medium-term corporate notes and bonds
Negotiable certificates of deposit
Commercial paper

Repurchase agreements

Investment in money market funds
Investment in State Local

Agency Investment Fund
Total investments

NOTE 3—CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2002, was as follows:

Governmental activities:
Capital assets not being depreciated:
Land
Construction in progress
Total capital assets not being depreciated
Capital assets being depreciated:
Road network
Buildings and improvements
Equipment
Vehicles
Total capital assets being depreciated
Less accumulated depreciation for:
Road network
Buildings and improvements
Equipment
Vehicles
Total accumulated depreciation
Total capital assets being depreciated, net
Governmental activity capital assets, net

Category Carrying

1 2 3 Amount
$ 28,728,527 $ — $ — $ 28,728,527
110,273,759 — 2,700,000 112,973,759
23,896,279 — — 23,896,279
62,060,869 — — 62,060,869
— 25,000,000 — 25,000,000
19,789,616 19,541,718 — 39,331,334
74,509,519 — — 74,509,519
$319,258,569 $44,541,718 $2,700,000 366,500,287
30,978,820
30,000,000
$427,479,107

Beginning Ending

Balances Increases Decreases Balances
$ 6,955,661 $ — $ — $ 6,955,661
35,129,600 28,721,108 (7,796,589) 56,054,119
42,085,261 28,721,108 (7,796,589) 63,009,780
1,063,763,593 6,530,027 (4,486,997) 1,065,806,623
100,103,193 7,796,589 (164,740) 107,735,042
13,946,442 401,574 (489,781) 13,858,235
22,709,210 6,401,124 (1,407,212) 27,703,122
1,200,522,438 21,129,314 (6,548,730) 1,215,103,022
449,691,311 35,791,935 (4,486,997) 480,996,249
29,726,759 2,758,493 (164,740) 32,320,512
3,815,757 1,524,406 (489,781) 4,850,382
8,332,992 4,155,468 (1,407,212) 11,081,248
491,566,819 44,230,302 (6,548,730) 529,248,391
708,955,619 (23,100,988) — 685,854,631
$ 751,040,880 $ 5,620,120 $(7,796,589) $ 748,864,411
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Business-type activities:
Solid waste:
Land
Capital assets being depreciated:
Buildings and improvements
Equipment
Total capital assets being depreciated
Less accumulated depreciation for:
Buildings and improvements
Equipment
Total accumulated depreciation
Total capital assets being
depreciated, net
Solid waste capital assets, net
Other business-type activity programs:
Land
Capital assets being depreciated:
Buildings and improvements
Equipment
Total capital assets being depreciated
Less accumulated depreciation for:
Buildings and improvements
Equipment
Total accumulated depreciation
Total capital assets, being
depreciated, net
Other enterprise funds capital assets, net
Business-type activities capital assets, net

Depreciation expense was charged to functions
as follows:

General government
Public protection:
District attorney
Probation
Sheriff and coroner
Trial court
Fire protection
Other
Public ways and facilities, including depreciation of
general infrastructure assets
Health and sanitation
Public assistance
Education
Culture and recreation

Beginning
Balances
$ 3,187,054

22,046,423
4,124,626

26,171,049

21,634,061
1,620,847

23,254,908

2,916,141

6,103,195

570,830

11,764,288
816,967

12,581,255

3,272,405
613,484

3,885,889

8,695,366

9,266,196

$15,369,391

$ 2,214,307

256,826
184,592
1,206,739
120,386
1,251,437
240,773

37,174,910
948,788
345,985
108,893
176,666

$44,230,302
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Ending

Increases Decreases Balances
$ 500,000 $ — $ 3,687,054
2,625,997 (1,312,999) 23,359,421
138,210 (69,105) 4,193,731
2,764,207 (1,382,104) 27,553,152
564,982 (1,312,999) 20,886,044
141,245 (69,105) 1,692,987
706,227 (1,382,104) 22,579,031
2,057,980 — 4974121
2,557,980 — 8,661,175
— — 570,830
— — 11,764,288
— — 816,967
— — 12,581,255
294,107 — 3,566,512
73,527 — 687,011
367,634 — 4,253,523
(367,634) — 8,327,732
(367,634) — 8,898,562
$2,190,346 $ — $17,559,737

Depreciation expense
charged to separately
identifiable business-type
activities is evident on the
face of the fund financial
statements, and therefore
is not included here.




[Completely Superseded]

NOTE 4—INTERFUND BALANCES AND ACTIVITY
4-A. Balances Due to/from Other Funds

Balances due to/from other funds at June 30, 2002, consist of the following:

$1,764,689 Due to the General Fund from other governmental funds representing
short-term loans
2,070,538 Due to the General Fund from the Realignment Fund for transfer of
health and welfare program federal receipts
1,087,933 Due to other governmental funds from the General Fund for
capital projects expenditures
1,498,262 Other balances
$6,421,422 Total

Summary of balances due from other funds reported in fund financial statements:

$5,563,629 Due from other funds, Balance Sheet—Governmental Funds

804,312 Due from other funds, Statement of Net Assets— This summary of balances is
Proprietary Funds not a disclosure required by
53,481 Due from other funds, Statement of Fiduciary Assets and Statement 38. It is included
Liabilities—Fiduciary Funds to assist in identifying the
$6,421,422 Total balances in the fund financial
statements to which the
disclosure above relates.

4-B. Transfers to/from Other Funds

Transfers to/from other funds at June 30, 2002, consist of the following:

$12,215,696  From the General Fund to the Realignment Fund to demonstrate maintenance of effort
5,628,134  From the General Fund to the Public Facility Corporation Debt Service Fund to provide resources
for repayment of certificates of participation
9,668,533 From the General Fund to other governmental funds to pay debt service on health insurance
financing bonds
3,505,669 From the General Fund to other governmental funds to pay debt service on pension
obligation bonds
11,455,486 From the General Fund to other governmental funds to supplement other funds sources
36,208,484 From the Realignment Fund to the General Fund for reimbursement of eligible realignment
expenditures
18,005,463 Between other governmental funds to supplement other funds sources
2,092,038 Other transfers
$98,779,503  Total

NOTE 5—SHORT-TERM DEBT
The County issued and repaid $20,000,000 of tax revenue anticipation notes during the year ended June 30, 2002.

The purpose of this short-term debt is to provide liquidity for governmental operations financed by property taxes,
which are collected in semiannual payments due November 1 and February 1.
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NOTE 6—LONG-TERM OBLIGATIONS

The County issues certificates of participation (COPs) to provide funds for the acquisition and construction of major
capital facilities. COPs have been issued for both governmental and business-type activities. In addition, COPs have
been issued to refund earlier certificates with higher interest rates. Pension bonds were issued to fund the net
actuarial accrued liability at June 30, 2000. Other bonds and notes have been issued to provide funds for a
redevelopment project and for sewer and water projects.

6-A. Long-term Obligation Activity

Changes in long-term obligations for the year ended June 30, 2002, are as follows:

July 1,2001 Increases Decreases June 30, 2002

Governmental activities:

Claims $ 3509000 $ 572,763 $ (381,763) $ 3,700,000 If the statement of

Toxic clean-up agreement 2,400,000 —  (1,000,000) 1,400,000 net assets had not

COPs 87,475,000 46,438,415 (45145000) 88768415 | alreadydisclosed
Deferred amount on the portion of each

class of long-term

refunding —  (4,347,462) 465,800 (3,881,662) L .
Unamortized premiums — 2411557  (180,167) 2,231,390 Uﬁmli';y;s:ty':a?u;

Pension obligation bonds 41,460,000 — (385,000) 41,075,000 the statement date
Health insurance financing as required by

bonds 21,500,000 — (8,970,000) 12,530,000 Statement 34,
Notes 941,918 — —_— 941,918 paragraph 119c, that
Capital leases 7,993,230 5,200,093 (1,792,441) 11,400,882 detail would have
Compensated absences 10,367,635 3,452,422 (3,536,936) 10,283,121 been provided here.

$175,646,783 $53,727,788 $(60,925,507) $168,449,064

Business-type activities:
Other enterprise funds:

COPs $ 1,735452 $ — $ (21,272) $ 1,714,180
Notes 64,806 — — 64,806
$ 1,800,258 $ — $ (21,272) $ 1,778,986

Compensated absences typically have been liquidated in the general and other govern-
mental funds. Claims liabilities typically have been liquidated in the general and internal
service funds. Payments under the toxic clean-up agreement have been made by the
General Fund.
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6-B. Debt Service Requirements

Debt service requirements on long-term debt at June 30, 2002, are as follows:

Governmental Activities

COPs Bonds and Notes
Year Ending June 30, Principal Interest Principal Interest
2003 $ 3,050,000 $ 4,365,711 $ 8,220,000 $ 5,012,409
2004 3,300,000 3,514,429 4,810,000 4,272,883
2005 3,550,000 3,372,429 340,000 3,302,853
2006 3,800,000 3,220,429 400,000 3,272,053
2007 4,050,000 3,058,429 460,000 3,236,553
2008-2012 24,000,000 12,512,143 40,025,000 9,385,691
2013-2017 27,380,000 7,118,943 291,918 78,659
2018-2022 19,638,415 2,408,607 — —

$88,768,415  $39,571,120  $54,546,918  $28,561,101

Business-type Activities

COPs Bonds and Notes
Year Ending June 30, Principal Interest Principal Interest
2003 $ 14,000 $ 84499 § 600 $ 4,573
2004 14,000 83,799 832 4,543
2005 14,000 83,099 1,064 4,501
2006 14,000 82,399 1,296 4,448
2007 14,000 81,699 1,528 4,383
2008-2012 70,000 400,795 11,120 20,960
2013-2017 70,000 394,495 16,920 19,286
2018-2022 70,000 383,995 23,120 17,270
2023-2028 1,434,180 260,993 8,326 3,035

$ 1,714180 $ 1,855,773 § 64,806 $ 82,999

6-C. Advance Refunding of Debt

On October 21, 2001, COPs were issued to refund portions of earlier issues. Proceeds from the sale were placed in
an irrevocable trust that is to be used to service the future debt requirements of the (old) debt. This refunding resulted
in an economic gain as well as savings from refunding. The economic gain realized in this refunding was $1,757,028
and the savings resulting from the refunding was as follows:

Cash flow requirements to service (old) debt $ 70,650,790
Less: Cash flow requirements for new debt (68,079,345)
Net savings from refunding $ 2,571,445

In prior years, the County defeased certain COPs by placing the proceeds of new COPs in an irrevocable trust to
provide for all future debt service payments on the old COPs. Accordingly, the trust account assets and the liability for
the defeased COPs are not included in the County’s financial statements. At June 30, 2002, $78,040,000 of bonds
outstanding are considered defeased, which includes debt defeased during this current year.

68



[Completely Superseded]

6-D. Capital Leases

The County leases buildings and equipment with a historical cost and accumulated amortization of $14,452,041 and
$4,680,115, respectively, under capital lease arrangements. Future minimum lease payments at June 30, 2002, are as
follows:

Fiscal Year Ending June 30,

2003 $ 3,261,946
2004 3,040,720
2005 2,457,417
2006 1,764,332
2007 1,392,132
2008-2012 937,833
Total minimum lease payments 12,854,380
Less: deferred interest (1,453,498)

Present value minimum lease payments $11,400,882

NOTE 7—CONTRIBUTIONS TO PENSION PLAN
Plan Description

The County Employees’ Retirement Association was established July 1, 1945, under the provisions of the County
Employees Retirement Act of 1937. The Association operates as an agent multiple-employer defined benefit plan and
provides retirement, disability, and death benefits for qualified employees of the County and its component units. The
Association issues a separate comprehensive annual financial report. Copies of the annual financial report may be
obtained from the County Employees’ Retirement Association.

Funding Policy

Active plan members in the Association are required to contribute a percentage of their annual covered salary based
upon age at entry into the plan and plan tier. Currently, General Tier | members contribute between 4.87% and 6.48%
of salary. General Tier Il and Il members contribute between 6.07% and 8.78% of covered salary. Safety Tier | members
contribute between 6.05% and 7.87% of salary. Safety Tier Il and Ill members contribute between 8.75% and 11.37% of
covered salary. Due to a collective-bargaining agreement, the County has a legal obligation to contribute 50% of the
contributions required for active Tier | plan members. The rates for Tier | members reflect the County “pickup.” The
required employer aggregate contribution rate for all members combined in fiscal 2001-2002 was 8.1% of total payroll.

Annual Pension Cost and Pension Assets

The County’s annual pension cost and pension assets for the year ended June 30, 2002, were as follows:

Annual required contribution $ 5,202,000
Interest on pension assets (3,278,720)
Adjustment to the annual required contribution 4,003,720
Annual pension cost 5,927,000
Contributions made 5,202,000
Decrease in pension assets (725,000)
Pension assets, beginning of year 40,984,000
Pension assets, end of year $40,259,000
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The annual required contribution for the year ended June 30, 2002, was determined as part of the June 30, 2000,
actuarial valuation using the entry age actuarial cost method with the contributions determined as a percentage of
pay. The actuarial assumptions included (a) 8.0% investment rate of return (net of administrative expenses),
(b) projected salary increases of 5.8%, and (c) 3.0% cost-of-living adjustment. Both (a) and (b) include an inflation
component of 4.75%. The actuarial value of the Association’s assets was determined using a technique that smooths
the effect of short-term volatility in the market value of investments over a five-year period. The Association’s
unfunded actuarial accrued liability (or excess assets) is being amortized as a level percentage of projected payroll
over a fifteen-year period on an open basis.

Employer Contributions

Year Ended Annual Percentage
June 30, Pension Cost Contribution Contributed Pension Assets
2000 $7,328,000 $48,812,000 666% $41,484,000
2001 7,926,000 7,541,000 95% 40,984,000
2002 5,927,000 5,202,000 88% 42,590,000

The County’s contributions to the plan in 2000 included $41,484,000 from the proceeds of the pension obligation
bonds, Series 2000. The County’s contributions in subsequent years were equal to the annual required contributions,
which were less than the annual pension cost as a result of the pension obligation bond transaction.

NOTE 8—RISK MANAGEMENT

The County is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. The insurance internal service funds account for and
finance the County’s risks. Premiums are paid into the insurance funds by all other funds and are available to pay
claims, claim reserves, and administrative costs of the program. The County purchases commercial insurance for
risks related to injuries to employees. For all other risks of loss, the County has purchased an excess coverage
insurance policy covering individual claims in excess of $1,000,000 and retains the risk of loss for individual claims
below $1,000,000. Amounts of settlements have not exceeded insurance coverage in the past three years.

Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be reasonably
estimated. Liabilities include an amount for claims that have been incurred but not reported (IBNRs). Claim liabilities
are based upon the estimated ultimate cost of settling the claims including specific, incremental claim adjustment
expenses, salvage, and subrogation and considering the effects of inflation and recent claim settlement trends
including frequency and amount of payouts and other economic and social factors. The liability for claims and
judgments is reported in the insurance funds.

Changes in the balances of claims liabilities during the last two years ended June 30, are as follows:

2002 2001
Unpaid claims, beginning $3,509,000 $3,410,000
Claims incurred 572,763 465,359
Claims paid (381,763) (366,359)
Unpaid claims, ending $3,700,000 $3,509,000
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NOTE 9—LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS

State and Federal laws and regulations require that the County Refuse Disposal place a final cover on its landfill sites
and perform certain maintenance and monitoring functions at the landfill sites for a minimum of thirty years after
closure. In addition to operating expenses related to current activities of the landfill sites, an expense provision and
related liability are being recognized based on the future closure and postclosure care costs that will be incurred near
or after the date the landfills no longer accept waste. The recognition of these landfill closure and postclosure care
costs is based on the amount of the landfills used during the year. The estimated liability for landfill closure and
postclosure care costs is $26,596,649 as of June 30, 2002, which is based on 54 percent usage (filled) of the landfill.
It is estimated that an additional $23,048,197 will be recognized as closure and postclosure care expenses between
the date of the balance sheet and the date the landfills are currently expected to be filled to capacity (the year 2023).
The estimated total current cost of the landfill closure and postclosure care ($49,644,846) is based on the amount that
would be paid if all equipment, facilities, and services required to close, monitor, and maintain the landfills were
acquired as of June 30, 2002. However, the actual cost of closure and postclosure care may be higher due to inflation,
changes in technology, or changes in landfill laws and regulations.

In addition, the County is required by State and Federal laws and regulations to make annual contributions to finance
closure and postclosure care. The County is in compliance with these requirements, and at June 30, 2002,
investments of $26,596,649 are part of the pooled funds held by the County Treasurer and are presented on the Solid
Waste Fund statement of net assets as restricted assets.

NOTE 10—COMMITMENTS AND CONTINGENCIES

Litigation: The County is involved in litigation regarding protested tax assessments. The County’s portion of property
taxes on the contested assessments as of June 30, 2002, was $3,000,000. In the opinion of Legal Counsel for the
County, a large majority of the appeals will be withdrawn by the applicants or settled by a stipulation of value, and the
County’s Tax Assessor will prevail in the majority of appeals.

Termination Fee: The County is contingently liable for an early-termination fee under a contract with a private
company to manage the County’s data-processing system through the year ended June 30, 2006. The termination
fee is computed based on the level of services received and payments made by the County over a period of ten years
beginning July 1996. The early-termination fee at the end of each fiscal year for the remaining five years would be as
follows:

Fiscal Year Ending June 30, Amount
2002 $1,772,000
2003 904,250
2004 717,400
2005 566,800
2006 415,200

NOTE 11—SUBSEQUENT EVENTS

On August 5, 2002, $20,000,000 of tax revenue anticipation notes were issued at 4.25 percent with a maturity date
of June 30, 2003.

Subsequent to year-end, a capital lease for $12,500,000 was issued evidencing proportionate interest in vehicle titles
and interest of the owner thereof in lease payments to be made by the County to the leasing corporation.
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The foregoing illustrative note disclosures are not a comprehensive illustration of all disclosure
requirements. In other circumstances, governments may be required to provide additional disclosures
related to the following:

e Accounting policies

e Bond, revenue, and tax anticipation notes

e Claims and judgments

e Commitments and contingencies

e Component units

e Conduit debt

o Deficit fund balances

e Demand bonds

e Deposits and investments

e Derivatives

¢ Designations

e Encumbrances

e External investment pools

e Interfund eliminations

e Joint ventures and jointly governed organizations
e Nonexchange transactions that are not measurable
e Operating leases

e On-behalf payments

o Other postemployment benefits

e Pension plans and activities

e Related organizations

o Related-party transactions

e Reporting entity considerations

e Repurchase and reverse repurchase agreements
¢ Securities lending

e Segment information

e Special assessments

e Termination benefits

o Violations of legal provisions
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Required Supplementary
Information



REVENUES

Taxes

Licenses and permits

Fines, forfeitures, and penalties
Interest, rents, and concessions
Intergovernmental

Charges for services
Miscellaneous

Total revenues
EXPENDITURES
Current:
General government:
Assessor
Auditor-controller
Board of supervisors
County administrative
County counsel
Information technology
Miscellaneous administration
Personnel
Purchasing
Resource management
Retirement
Treasurer-tax collector
Public protection:
Agriculture commissioner
Assessor
Auditor-controller
District attorney
Drug and alcohol abuse testing
Local law enforcement
Miscellaneous administration
Multi-agency gang violation program
Probation
Public defender
Resource management
Rural crime
Sheriff-coroner
Trial courts
Health and sanitation:
District attorney
Health and human services
Miscellaneous administration
Public assistance:
Health and human services
Miscellaneous administration
Education:
Cooperative extension
Culture and recreation:
Parks and recreation
Debt service:
Principal payments
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over

expenditures

OTHER FINANCING SOURCES (USES)

Capital leases
Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund balances
Fund balances—beginning

Fund balances—ending

[Completely Superseded]

Common County
Budgetary Comparison Schedule
General Fund
For the Year Ended June 30, 2002

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
29,669,679 $ 31,231,241 $ 31,312,479 $ 81,238
5,392,960 5,676,800 5,829,552 152,752
5,883,799 6,193,473 6,718,777 525,304
2,998,037 3,155,828 3,490,156 334,328
238,236,995 250,715,529 230,436,074 (20,279,455)
40,264,819 42,384,020 39,868,067 (2,515,953)
5,719,354 6,020,373 4,754,254 (1,266,119)
328,165,643 345,377,264 322,409,359 (22,967,905)
2,708,683 2,851,245 2,728,917 122,328
1,028,213 1,008,052 927,090 80,962
557,709 587,062 580,669 6,393
737,314 722,857 698,787 24,070
4,260,945 4,485,205 4,426,039 59,166
1,280,908 1,255,792 1,074,122 181,670
2,746,957 2,891,534 2,254,920 636,614
479,781 470,374 408,213 62,161
3,088 3,250 2,309 941
3,940,377 3,863,115 3,661,319 201,796
761,440 801,516 643,754 157,762
1,560,730 1,530,127 1,404,499 125,628
3,606,052 3,795,844 3,597,080 198,764
1,291,266 1,265,947 1,133,311 132,636
1,112,467 1,171,018 1,045,741 125,277
23,139,324 22,685,612 20,026,319 2,659,293
66,500 70,000 18,962 51,038
890,581 873,119 794,008 79,111
1,742,414 1,834,120 925,729 908,391
638,995 626,466 365,346 261,120
14,460,674 15,221,762 14,294,893 926,869
4,389,390 4,303,324 4,136,480 166,844
4,840,736 5,095,512 4,380,393 715,119
806,268 790,459 729,753 60,706
39,891,405 41,990,953 41,348,203 642,750
9,117,370 8,938,598 8,683,811 254,787
145,033 152,666 141,230 11,436
63,107,436 65,791,604 58,547,745 7,243,859
510,723 537,603 469,843 67,760
165,275,761 173,972,485 156,013,910 17,958,575
470,214 462,994 462,637 357
446,010 469,484 469,172 312
1,508,342 1,587,728 1,390,051 197,677
1,777,581 1,777,581 1,776,859 722
406,308 406,308 376,004 30,304
359,706,995 374,291,316 339,938,118 34,353,198
(31,541,352) (28,914,052) (17,528,759) 11,385,293
8,877,698 8,877,698 3,256,248 (5,621,450)
37,300,522 37,260,172 37,300,522 40,350
(42,473,518) (39,466,682) (42,473,518) (3,006,836)
3,704,702 6,671,188 (1,916,748) (8,587,936)
(27,836,650) (22,242,864) (19,445,507) 2,797,357

59,665,291 62,671,327 62,671,327 —

31,828,641 $ 40,428,463 § 43,225820 $ 2,797,357
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Exhibit 9.1
Common County
Budgetary Comparison Schedule
Realignment Fund
For the Year Ended June 30, 2002
Variance with
Final Budget
Original Final Positive
Budget Budget Actual {Negative)
REVENUES
Taxes $ 25,000,000 $ 24,000,000 $ 23,992,788 $ (7,212)
Total revenues 25,000,000 24,000,000 23,992,788 (7,212)
OTHER FINANCING SOURCES (USES)
Transfers in 15,000,000 13,200,000 13,215,696 15,696
Transfers out (40,000,000) (37,200,000) (37,208,484) (8,484)
Total other financing sources (uses) (25,000,000) (24,000,000) (23,992,788) 7,212
Net change in fund balances
Fund balances—beginning — — — —
Fund balances—ending $ — % — —  $ —
Exhibit 10
Common County
Schedule of Funding Progress
Retirement Plan
Actuarial Actuarial Excess Excess as a
Actuarial Value of Accrued Assets Funded Covered % of Covered
Valuation Assets Liability (AAL) over AAL Ratio Payroll Payroll
Date (a) (b) (a—b) (a/b) (c) ([a—b]/c)
June 30, 2000 368,215,000 $ 365,729,000 $ 2,486,000 100.7% $ 99,204,000 2.5%
June 30, 2001 402,672,200 398,156,000 4,516,200 101.1% 112,826,000 4.0%
June 30, 2002 437,885,976 435,134,000 2,751,976 100.6% 128,055,000 2.1%
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Supplementary Information
(Optional)



ASSETS

Pooled cash and investments
Investments, plus accrued interest
Accounts receivable, net
Taxes receivable, net

Notes receivable, net

Due from other county funds
Due from other governments
Inventories

Prepaid items

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Warrants payable
Accounts payable
Due to other county funds
Salaries and benefits payable
Deferred revenue
Total liabilities
Fund balances:
Reserved for:
Inventories
Prepaid items
Notes receivable
Unreserved
Total fund balances
Total liabilities and fund balances

[Completely Superseded]

Common County
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2002

Special Debt Capital Total Nonmajor
Revenue Service Project Governmental
Funds Funds Funds Funds
(Exhibit 13) (Exhibit 15) (Exhibit 15) (Exhibit 3)
$ 6,238,938 $ 677,006 $ 2,388,039 $ 9,303,983
— — 3,354,153 3,354,153
— 1,653,004 47,247 1,700,251
500,000 — — 500,000
538,004 — — 538,004
28,037 — 1,132,919 1,160,956
6,045,190 — 266,997 6,312,187
229,084 — — 229,084
217,000 — — 217,000
$ 13,796,253 § 2,330,010 $ 7,189,355 § 23,315,618
$ 31,739  § — $ 14697 $ 46,436
3,959,784 384,296 1,509,932 5,854,012
718,532 1,268,708 — 1,987,240
311,688 — — 311,688
516,000 — — 516,000
5,537,743 1,653,004 1,524,629 8,715,376
229,084 — — 229,084
217,000 — — 217,000
538,004 — — 538,004
7,274,422 677,006 5,664,726 13,616,154
8,258,510 677,006 5,664,726 14,600,242
$ 13,796,253 § 2,330,010 $ 7,189,355 § 23,315,618
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Common County

Exhibit 12

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Nonmajor Governmental Funds

For the Year Ended June 30, 2002

REVENUES
Property taxes
Motor fuel taxes
Licenses and permits
Fines, forfeitures, and penalties
Interest, rents, and concessions
Intergovernmental
Charges for services
Disaster costs recovered
Miscellaneous
Total revenues
EXPENDITURES
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Debt service:
Principal payments
Interest and fiscal charges
Capital outlay
Total expenditures
Excess (deficiency) of revenues over
expenditures
OTHER FINANCING SOURCES (USES)
Capital leases
Certificates of participation issued
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances
Fund balances—beginning

Fund balances—ending

Special Debt Capital Total Nonmajor
Revenue Service Project Governmental
Funds Funds Funds Funds
(Exhibit 14) (Exhibit 16) (Exhibit 16) (Exhibit 4)
$ 7907232 § — S — 7,907,232
3,878,249 — — 3,878,249
6,360 — — 6,360
6,587 — — 6,587
469,965 14,680 612,959 1,097,604
26,611,881 — 525,530 27,137,411
2,344,827 — 121,000 2,465,827
790,082 — — 790,082
875,966 65,347 44,217 985,530
42,891,149 80,027 1,303,706 44,274,882
464,123 — — 464,123
11,516,736 — — 11,516,736
15,171,844 — — 15,171,844
2,487,543 — — 2,487,543
15,268,543 — — 15,268,543
2,259,350 — — 2,259,350
— 9,455,096 — 9,455,096
— 3,601,787 — 3,601,787
— — 27,447,251 27,447,251
47,168,139 13,056,883 27,447,251 87,672,273
(4,276,990) (12,976,856) (26,143,545) (43,397,391)
1,943,845 — — 1,943,845
— — 2,963,605 2,963,605
3,150,000 13,416,967 26,068,184 42,635,151
(914,950) — (18,076,551) (18,991,501)
4,178,895 13,416,967 10,955,238 28,551,100
(98,095) 440,111 (15,188,307) (14,846,291)
8,356,605 236,895 20,853,033 29,446,533
$ 8258510 $ 677,006 $ 5,664,726 $ 14,600,242

79



€62'96L'€L $ 189Tree $ Lvs'e09 ¢ L0Sv8EL $ 98/'G/6's $ vLL'oZy $ vee'eos ¢ 6eTLL $  Gve'eey §  9LL'Gov'L ¢ saoueleq punj pue s el [ejo L
016'86Z'e G/0'090°C G0€'28S 0/¥'89 8cL'98Ey 680°20L 8ve'8lLs GeL'9lL G00'9LL Sye'eve saoueleq puny [ejo |
(44272 1202251 G0€'28S 0/¥'89 ¥S0'2GL'Y 680°20L 8ve'8Ls GeL'9l G00'9LL Sye'ozl paAlssalun
¥00'8€S ¥00°'8€S - - - - - - - - S|qeAlsdsl s9joN
000212 - - - - - - - - 000°Z1L2 sway predaid
¥80'622 - - - ¥80°622 - - - - - SSUOJUBAU|

.10} panIasay
:so0UBleq pun4

[Completely Superseded]

€V.°1€S8'S 909282 [l ¥4 L€0'9L6'L 879'68G°L gzo'ele 986'Y 00S 0v6°LiT L2202 sahiqel| [ejo

000'9LS 000'00L - - - 000'082 - - 000'9€L - SnuaAal pallsjeg

889'LLE - - S¥L'29 950'G/L €2€'/2 - - y18've 05€'Ch s|qefed syjouaq pue saleles

zes'8LL ool'ssL - 169'9€ G685y - 986'v¥ - - - spuny Aunoo Jayjo 0} anQg

¥8.'656'¢ £SY'y soL'Le 12€'208'L 812'296 1514 - 00S 8€L's9 809'80L'L a|qehed spunoooy

6€L'LE $ €S $ Lel $ 8986 $ 619'c $ L92'S $ - $ - $ 886LL ¢ ¢€lI8 $ s|qefed sjuesepm
‘saliger]

S3IONVIVE
aNNd aNv s3alLmavii
€62'96L'¢L $ 189'2¥€'C $ L¥G'€09 ¢ L05'v86'L $ 98.'6/6'S ¢ vill'ozy $ yeE'€9S ¢ Ggez'LL ¢ swe'eey $ 9LL'Sov'L $ Sjosse [ejoL
000212 — — — — — — — - 000212 sway predaid
¥80'622 — — — ¥80°'622 — — — — - S8LOJUBAU|
061°G¥0'9 — - LL¥'v86°L 0L¥'8yL'e - - - - 6¥2'ZL6 sjuawulanob Jayjo woly eng
€082 YA Wk4 — — 06 — — — - - spuny Aunod Jayjo woly enqg
00'8€S ¥00°'8€S — — — — — — - - Jau ‘s|genladal sajoN
000°00S 000°001 - - - 000°082 - - 000°0zl - Jau ‘s|qeAladal saxe |
8€6'8€Z'9 $ 0€L'9L9°) $ 1v¥S'e09 $ o0 $ ZrL'ges'c $  vil'ovl $ yee'eos ¢ gecLl ¢ opeeoe $ L98'gee $ SjusIS8AUl pue Yseod pajood
S13ssv

(L1 nayx3) spung Aouaby l0u0) Bujures) speoy uono3joid uoneIny awes Keiqi yyeaH
spung juawdojanapay pooj4 qor ang le1oadg pue ysi4 juabipu|

anuaAay |e1dadg
Jofewuop [ejol

200z ‘o€ aune
spung anuaAay |e1oads JolewuoN
j99ys 9ouejeg Buiuiqwon
fjunon uowwon
€1 3qiyx3

80



[Completely Superseded]

015'862'8 610090 G0e'z8s $  0L¥'89 $ gel'oge'y ¢ 680°L01 $ 8pegls ¢ geL'ol S00'9LL $ gpeere Buipus—saoueleq pun4
G09'96¢€'8 129168} €€6'216 622061 0.5°16L'Y 28¥'65€ GGG'68€ 8¥0'02 802'19 606'6.€ Buiuuibag—saouejeq puny
(560'86) ¥0v'80C (8z9'0¢€) (6SL'121L) 89G'v61 (e6€'252) £6.'821 (ere'e) 16L'vLL (¥95'9¢) saoueleq puny ul abueyo JoN
G68'8LL'Y (€56'L29) - (L66'9€1) - SY8'ev6'y - - - - (sasn) saounos Buroueuy Jayio [ejo L
(056'716) (€g6'LLL) — (L66'9€1) — — — — - — N0 sIaysuel|
000'051L'€ 000°05 1 — — — 000'000'€ — — — — ul siaysuel|
SP8'Ev6’ L — — — — SP8'ev6'L — — — — soses) |ejyde)
(S83SN) SI0UNOS ONIONVNI4 ¥IHLO
(066'9.L2't) 1G€'9€8 (8z9'0€€) 8€T'GL 89G'v61 (8€2'961'G) €6.'821 (ere'e) 16L'vLL (¥95'9¢) sainyipuadxe Jono
sanuaAal Jo (Aoualoyap) ssaox3
6€1'891'LY €21'vop €62'850'L €¥5'892'G1L 96Z'621'GL £vs'8yy'oL 885'ZY 006'6 05€'652'2 £S'/8P'C saunjpuadxa [ejo |
06€'652'2 - - - - - - - 05€'652'2 - uoneonp3
£¥5'892'G1 — — £v5'892'G1 — — — — — - aoue)sisse oliqnd
V5’18V’ — — — — — — — — £¥S6'L8Y'2 uonejiues pue yyeaH
Pr8'LLL'GL - - - 962'621'GL - 88G'2y - - — e} pue sAem
9EL'9LS L - €62'850°'L - - £¥S'8vy'0L - 006'6 - — uonoajoud
[rAN%¢14 ford i 4e14 — — — — — — — — JuswuIdA0b |eJaudS)
SFAUNLIANIAX3I
611682y 081'00€"L G99'/2L 18L'€82'GL ¥28'eze’sl G0€'252'S 18€°LLL 185'9 Lyl'vle'T 6.6'0S¥'C SanusAal [ejo L
996'G/8 V44 889'G G/8'¥6S 912'06 SYS'voL 8Lo'vl - 19L'6¥ 188'¢l shoaue||90sIN
280'06. — — — 280'06.L — — — — — PaIan0Dal S}S00 Jajsesiq
128'v¥E'T - - - 202'690' $€6'€81 - - 169°16 - $90IAIBS o) sableyd
188°119'92 G61'8E 061°/8¢ G28'299'v1L 058'v9P'8 228'002 - - 02L'G9¥ 6.6'16€'C lejuatuuianobiaiu|
G96'69% v.S'v6 12z'6v 18092 89/'€G1 9G6'€S 985'8C - 999'81 eLi'sy SUOISS9OUO0D pUe ‘sjual ‘}saldjul
185'9 _ _ — — — — 185'9 —_ — saljjeuad pue ‘sain}idapoy ‘saul4
09€'9 - - - YeL'S 929 - - - - sjiuuad pue sasuadl
6v2'8.8'¢ - - - Ly'evL'e - 1L0'82) - - - Soxej [an} Jojo
2€T'L06'L GE6'YIL'L 996'682 $ — $ — $ zev'sol'y $ — $ — 60e'8yL't ¢ — soxe} Apadoud
SANNIAIY
(z1 nawyx3) spung Aouaby louo) speoy uona8j0.d uoneIny aweo Areaqr yyeaH
spung jusawdojanapay pooj4 alg |e1oadg pue ysig4 juabipu|

anuanay |e1dadg
Jofewuop |ejol

Vi ¥qiyx3g

2002 ‘0€ dunr papu3 Jeaj ayj Jo4
spun anuaAdy |e1dadg JofewuoN
saouejeg pun4 ul sabueyn pue ‘sainjipuadxy ‘sanuanay jo Juswajels buiuiquon
fjunoH uowwon

81



[Completely Superseded]

gse'e8l’'. $  10L'08E'T $  €51'pee'e LOL'GSH'L  $ oLo‘oge'z ¢ zZov'sse ¥09'lee $  ¥00'€S9'L
92.'v99'G 0z8'25¢€'C 906'90€'E — 900229 20v'sse ¥09'L.2¢ —
629'v2S'L 18222 vT'ly LOL'GSY L ¥00'€59'L — — #00'€59'L
— — — — 80.'892'L — — 80.'892'L
2£6'60G' L GGL'LL L2 LY 0€G'GhY'L 96¢'¥8¢ — — 962 8¢
169'7) $ ozL's $ — 1166 $ — $ — — $ —
Gee'e8l’. $  10L'08E'C $  esL'vse's LoL'gsy'L  $ oLo‘oge'z ¢ zZov'sse ¥09'lce ¢  ¥00'€S9'L
166'992 — — 166'992 — — — —
616°2ELL — — 616'ZELL — — — —
¥ Ly — — LvT' Ly ¥00'€59'L — — ¥00'€59'}
£51v5e'e — £61'v5e'e — — — — —
6£0'88€'Z ¢ 10L'08E'C $ — 8¢c6'L $ 900229 $ zOv'sse yo9'Lze $ —
(11 nayx3) spung Aouaby Aypoey sjosfoid (11 nayx3) spung fouaby puny pung
|ejol juawdojanapay algqnd |enden lejol juawdojanapay uonebiqo aojueunsuj
uoisuad yllesH

SI Hqiyx3

spun4 j09fo.d |eyded

spung 82IA18S 199

200z ‘o€ aunp

Spun4 |ejusWUIBA0S) JofewluoN Jay30

}99ys 9ouejeg Buiuiquon
fAunoo uowwon

S80UEB[EQ puNny pue saljigel| [ejo |
panissalun
:saoue|eq pung
saiiqe| [eyoL
spuny AJunod Jayjo 0} anQg
a|qeked syunoooy
a|qehed sjueliepp
-sauigen

S3ONVIvE
aNNd ANV s3lLgvii

S)osSE |ejo |
sjuswuIanob Jayjo woly ang
spunj AJunod Jayjo wolj ang

JaU ‘9|qBAIS08] SJUNOJDY

}saiajul paniooe sn|d ‘sjuswisanul
SJUSWI)SaAUI PUB YSED Pajood
S13SSV

82



[Completely Superseded]

92.'¥99's $ 028°.6€'C $ 906°90€' $ - 900°L.9 $ Zov'sse 09°12€ $ - $
£€0°€58°0C G/9°'€/6°) 102°2S0°LL 151°228’lL G68°9€T G6S'GYL 00€‘16 —
(2og'881'G1L) SP1'y8e (62'052'€)) (251 'Tes’'l) LLLovy 108'602 $0€'0€T -
8€2'G56'01 881°G8¢ (506'L¥2'71) GG6°L18'vC L96'9Lv'ElL [ YA <4 699°G0G'E £€€5°899'6
(1g5'9.0'81) (0oo0'91) oLs'11e'LL) (1¥0'6v8) — - - -
¥81°890°92 881 LOv — 966°999'GC 196°9Lv'EL [ VA4 <4 699°G0G'E £€5'899'6
G09'€96'C - G09'€96'C — — - — -
(Gvs'eyL'9z) (ev0°'1) 019',6Y (Z11'0v9'92) (9g8'9/6'C1) (8g6'z¢) (g9g'5.2'e) (££5'899'6)
[RerAVA 4 V4 8G0'0€T - €61°212'/2 €88'950'€) G86'CLL §9€'5/2'e €€5'899'6
ReTAVA 4 VX4 850°0€Z — €6l°L12'Le — — — —

- - - - 182'109' 688'C1 G9€'068'C €€G'869

— — — — 960'G5Y'6 96000} 000°G8€ 000°0.6'8
90.'€0€"} §10'622 019',6Y 180°LLS 120'08 12008 - -

yA%A 4 6Ll - 860y L¥€'59 L¥E'S9 - -

000°L2Z) — — 000°LZ) — — — —

0€5'62S LYS'ELL - €86'LLY - - - -

656'C19 $ 6vE'GLL $ 0L9'L6V $ - 089t $ 0891 - $ - $

(z1 nayx3a) spung Aouaby Auoey sjosfoid (z1 nayxa) spung Aouaby pung pung
lejol juswdojanapay a1and lexden lejoL juswdojanapay uopebllqo aoueInsu|
uojsuad yyesH

9l Hqlyx3

spund j29foid |eyden

spung a21AI8S 398

2002 ‘0€ aunr papug Jeaj ay} Jo4
Sspung [e}usWuUIdA0S) JolewuoN JaYyj0
saouejeg pund ul sabuey) pue ‘sainjipuadxy ‘sanuaAay jo Jusawaje)s Buiuiquon

funon uowwon

Buipus—saoueleq puny
Buluuibag—saoueleq pun4
ssoueleq puny ul abueyo JoN
(sasn) sa24nos Buioueuly Jaylo |eo |
N0 sJajsuel |
ul sigjsuel|
panss| uonedioiped Jo sayedIue)
(s3sn) S32UNOS ONIONVNIH ¥IHLO
salnypuadxa
JaA0 sanuanal Jo (Aouaiolep) sseoxg
sainypuadxa |ejo |
Kepno [eyded
sab.eyo [eosly pue Jsasa|
syuawAed [edioulid
ELIIVEERETg|
SIUNLIANIIX3
senuanal [ejo |
SNoaue||8osI
$90IMI9S Joj sabueyd
|ejuswiuianobial
SUOISS3OUOD pUB ‘SJUdJ ‘}SaUdU|
SINNIAIY

83



[Completely Superseded]

2€0'65. 'L $ 200'€SS $  889'GHY'S 880'8E $ 8re'08S'L $ L06'L¥L
95¥'6€9 121’6 (reL's0L) 880'8E ovv'zlS L6¥'SLL
9/G'6L1°L 9€8'eLy TTriLss's — 806°290°) oLv'oe
000°16€'C 691°L01 19.'912°) 0€€ 065'596 ¥81°L01
98€'¥9.L'L 181°101 S02'80L — 000'556 —
98€'v9L'L 18110l G0Z'80L — 000°556 —
719929 886'S 295805 0€€ 06501 ¥81°L01
00971 000°¢ 009°'L — 000°0L —
€96°€C 829l gee'ce — — —
095701 4 G09'co¥ 06 00¢ LL
L6v'e8l 998 zeo'Le ove 0S¢ €LLoL
2€0'051 0L 9/1'099 GG¥'299'9 81¥'8E 868'G15'C G80'€re
295'868'8 /10'8.S 122°192'9 — 806'2€0'C 0Lv'9e
956'6C1 16G°0¢ G66°CL — — 0Lv'oe
9/1'/61'8 625'9vS 888'G89'G — 65€'G96°) —
0€8°0LS 1€6 y¥e'20S — 6%5'29 —
0/¥'LSC'L 65128 822 L0y 81¥'8E 066°CLS G/9'91C
€96°€C 829l gee'ce — — —
vee'l v6¥ 829 — coe —
yl'el G/6'Y 981 'v¥ — 168'ee Gel
680°cyL'L 290°GL 6.0'v€E 81¥'8e 066'8LY ovs'ole
1¥6'6 $ — $ — — $ Lv6'6 $ —
Am u_n_:xmv C ealy 9JIAISG | ealy 9JIAIBS spulsig adueusjuliey Jisueu |
spung ww_hn._wucw 3::00 3::00 juswissassy Jamag
JofewuoN
lejol

Ll 1qiyx3

200z ‘o€ aunp
spun4 asudiajug JofewuoN
s)assy JoN Jo jJuswajelg Buluiquon
funoH uowwon

sjesse Jau [ejo ]

pajoLlsalun

198p pajejal JO Jou ‘sjesse [e)ded ul pajsaAu|
S13SSV 13N

sanljiqel| [ejoL
Sal}l|Iqel| Jualindouou [ejo |
a|geked sdOD pue ‘sajou ‘spuog
:SaI}I|IEel| JUSLINDUON
Sal}l|Igel| JuaLND [eJ0 |
a|geked sdOD pue ‘sajou ‘spuog
sJayjo woly sysodag
spuny AJunoo Jayjo 0} anQg
a|jgehied sjunoooy
‘sajljiqel| Juslng
s3alavii

sjosse [ejo]
S]OSSE JuaLINdUOU [eJO ]
Jou ‘uswdinb3g
Jou ‘syjuswanoidwi pue sbuiping
puen
:sjosse |ejde)
‘S]OSSE JUSLINOUON
S]OSSEe JuaLInd [Bjo0|
SIBYJ0 ypm sysodaqg
spuny AJunod Jayjo wolj ang
Jou ‘S9|qeAlfoay
SJUSWISOAUI pUB YSED Pa|00d
ysed
'sjesse Juaungd
S13Ssv

84



[Completely Superseded]

2e0'65L'L $ L00°'esS $ 889'GYY'S $ 880'se $ 8ve'08sL $ Lo6'lyl ¢
GG6°'0€0'8 298'9.G 908°,69°'G 862’8l ¥0S°22G) 62609l
(€26°122) (68°¢2) (811°252) 0c8'61 y¥8°C (P29'81)
9//'859 (c62'2) (zes'ey) €6Z') 69G'V 6£.'869
(g95'G11) (989'9) (622'99) - (059°c¥) —

£08'c — gle'e — 88Y —

€2L'es €6y z8e'8l €62') LEV'YT 81c's
¥62'cC — — — ¥62'¢e —

125'€69 — — - - 125'€69
(669°'0¢6) (z95'12) (985'802) 1€G°81 (Ges'1) (€9g'212)
096'8vv'l G86'9G 18G'8YY 018G 697 L1l G1.'G6L
£9°29¢ 8c9'ce Lzee — G0L'LL 08l've
926'080°1 Lpe'ee 0.¥'91Lz 018G ¥9.'€9 GeG19L
198°LLG €Ty'ee G66'6EC VA% %74 rL'6EL z6€'8L

622'S 147 LoL'L - 08S 005
2€9'c1s $ Gl6'vE $ v6Z'8eT $ Lve've $ voLeel $ 268'G. $

(9 nqIyx3) Z ealy 92IAI9S | ealy 99IAI9S sjouysia aoueuajulep jsues )
spund asudiajug Ajunoo Ajunoo JUBWISSASSY Jamag
JofewuoN
lejoL

81 Hqiyx3

2002 ‘0€ aunr papu3 Jea) ayj Jo4
spund asudiajug JolewuoN
S)OSSY }ON pun4 ul sabueyo pue ‘sasuadxg ‘sonuanay jo Jusawajels buluiquon
funoH uowwosn

Buipua—sj}asse Jau [ejo ]
Buluuibag—sjosse jau |ejo |
sjasse Jau ul abueyn
(sesuadxa) anuanal Buijesadouou |Bjo
asuadxa }sala|
SUOISSa2U0D puE Ssjuay
sBuiuies juswisanu|
sjuawissasse |eloadg
S9Xe)} 9sn pue s9jes
(S3ISNIdX3) SINNIATY ONILVEIJONON
(sso]) swoou bunesado
sosuadxa buijesado |ejo |
uolnjenaldaq
saliddns pue saoIneS
SIASNIdX3 ONILVHIdO
sanuanal bunesado |ejo
Shoaue||90sI
S90INISS 10} sabieyn
S3ANN3IATY ONILVYHIdO

85



[Completely Superseded]

(895°2€9) $ 1oL'e $ 696l $ 2T9g'8lL $ oLL8p $ (0L0°229)
0v¥'82 (998) (tz1'y) [°14 (889°12) 060'2S
(ev6'2) L6v'L (5e6'2) — (z2s's) €20y
¥£9°29¢ 8£9'cz LLzee — G0L'LL 081'v¢
(669'0£6) $ (295°'12) $ (985'802) $ Leg'8L $ (gzL'l) $ (g9g'212)
9€0'eGL ) $ 290'GL $  6L0vee $ glv'ge $  /c6'g8t $ o¥s'9le
22’6101 L0L'LL 966'2€€ eLv'glL 26¥'GhY 008'vvlL
yL9'eel (6£9'2) €zl Gv6'61 Svb'ey ovL'LL
€zL'eS £6E'Y z8¢e'gl €62'L LEV'YT 812's
(Leg'ogl) (egL'6) (¥S¥'eL) — (069'cS) —
(G9s'51L) (989'9) (622'59) — (059'e¥) —
(zL2'12) (L¥0'e) (gzz'e) — (000‘01) —
962'%5. — 9z.'9¢ 06 888'cZ 265°€69
8.9'ce — Liv'ee 06 901 LL
€08'c — glLe'e — 88¥ —
G18'9LL — — — ¥62'€2 125'€69
(895°2€9) 102 69161 29581 0LL'8% (0£0°229)
622'G (144 L0L'L — 085 0052
(889'v12) (eoLz1) (92¥'59) — (Z15'82) (L9'801)
(862°2€8) (011'22) (g91251) (g82'G) (0v6'95) (862'009)
689'60G $  99¥'oe $ 65£'GET $  L¥E'VT $  zvo'eel $ G/8'6L
(2 nqyx3) Z ealy 99I1A18S | ealy 992I1AI8S sjoulsiq aoueuajuiep Jjisuea]
spung asudiajugy funoo funoop JUBWISSASSY 1amasg
JofewuoN
lejoL

61 ¥qiyx3

2002 ‘0€ aunr papug e ay) 104
spun4 asudiajug JofewuoN
SMO|4 yse9 jo Juawajels Buluiquon

fAunon uowwon

saniAoe bunesado Aq (pasn) papinoid ysed JaN
sajgeAed Jayjo pue Sjunoddy
JoU ‘S8|qeAIa0Y
:saljljiqel| pue sjasse ul abuey)
asuadxa uoneroaidag
oe bunesado Aq papiroid
yseo Jau 0} awooul burjelado aj10u02ai 0} sjuswysnipy
(sso]) awooul bunesado
:saniAnoe Bunesado Aq (pasn) papiroad
ysed jau 0} (sso|) sawodul Bunesado jJo uonerjdu0IY

Jeak ay} Jo pus—saoueleg

Jeak ay} jo Buluuibag—saouejeg
sjus|eAinba yseo pue yseo Ul (asealdsp) asealoul JaN

SPUSPIAIP pue }SaIaju|

S3ILIAILLOV ONILSIANI NO¥4 SMOT4 HSVD
sanAloe Bupueuy pajejas
pue [eydeo Aq pasn ysed 1oN

199p |eyded uo pied jsalaju)

199p |eynded uo pied jediould

S3ILIAILOV ONIONVNIH

d31V13y ANV TV1IdVO INO¥4 SMOT4 HSVO
saAnoe buoueuly jeydeosuou Ag papinoid yseo JoN

SUOI}09]|00 pue $paao0Id—SUe0| punuaju|

SUOISS9OUOD pue Sjudy

saxe)} asn pue ‘sajes ‘Auadold

S3ILIAILOV ONIONVNIA TVLIdVONON INO¥4 SMOT4 HSVD
saanoe bunesado Ag (pasn) papinosd yseo JoN

sydigoal Jayl0

spunj 1ayjo 0} sjuswAed—AyAnoe |eussu|

sJaiiddns 0} sjuswAhed

sJawojsnd woyj sydissay

S3ILIAILOV ONILVYIdO INO¥d SMOT4 HSVD

86



[Completely Superseded]

Exhibit 20
Common County
Combining Statement of Net Assets
Internal Service Funds
June 30, 2002

Total
General Liability, Internal
Workers' Property, and Service Funds
Compensation Malpractice (Exhibit 5)
ASSETS
Current assets:
Pooled cash and investments $ 562,491 $ 5,656,457 $ 6,218,948
Total assets 562,491 5,656,457 6,218,948
LIABILITIES
Current liabilities:
Warrants payable 423 32,204 32,627
Accounts payable 23,460 7,102 30,562
Benefits payable 6,602 21,215 27,817
Due to other county funds — 150 150
Claims payable—current portion — 1,250,000 1,250,000
Total current liabilities 30,485 1,310,671 1,341,156
Noncurrent liabilities:
Claims payable — 2,450,000 2,450,000
Total liabilities 30,485 3,760,671 3,791,156
NET ASSETS
Unrestricted 532,006 1,895,786 2,427,792
Total net assets $ 532,006 $ 1,895,786 $ 2,427,792
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OPERATING REVENUES
Charges for services
Miscellaneous

Total operating revenues
OPERATING EXPENSES
Benefits and related expenses
Services and supplies
Insurance premiums

Claims
Total operating expenses

Operating income
NONOPERATING REVENUES (EXPENSES)
Investment earnings

Change in net assets
Total net assets—beginning

Exhibit 21
Common County
Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets
Internal Service Funds
For the Year Ended June 30, 2002
Total
General Liability, Internal
Workers' Property, and Service Funds
Compensation Malpractice (Exhibit 6)
$ 4,686,787 2,468,724 7,155,511
9,672 21,467 31,139
4,696,459 2,490,191 7,186,650
66,022 138,457 204,479
440,141 990,825 1,430,966
4,100,237 223,449 4,323,686
— 572,763 572,763
4,606,400 1,925,494 6,531,894
90,059 564,697 654,756
32,075 238,064 270,139
122,134 802,761 924,895
409,872 1,093,025 1,502,897
$ 532,006 1,895,786 2,427,792

Total net assets—ending
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CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from insured
Payments to suppliers
Payments to employees
Internal activity—receipts from (payments to) other funds
Other receipts

Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Interfund loans—proceeds and collections

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends
Net increase (decrease) in cash and cash equivalents
Balances—beginning of the year
Balances—end of the year

Reconciliation of operating income to net cash
provided (used) by operating activities:
Operating income
Change in assets and liabilities:
Receivables, net
Prepaid items
Accounts and other payables
Net cash provided (used) by operating activities

Common County
Combining Statement of Cash Flows
Internal Service Funds
For the Year Ended June 30, 2002

89

Exhibit 22
Total
General Liability Internal
Workers' Property, and Service Funds
Compensation Malpractice (Exhibit 7)

$ 5,002,888 $ —  $ 5,002,888
(4,861,916) (1,073,048) (5,934,964)
(74,529) (141,772) (216,301)

(179,146) 1,964,807 1,785,661

9,672 21,467 31,139

(103,031) 771,454 668,423

— 150 150

32,075 238,064 270,139

(70,956) 1,009,668 938,712

633,447 4,646,789 5,280,236

$ 562,491 $ 5,656,457 $ 6,218,948
$ 90,059 $ 564,697 § 654,756

316,101 — 316,101

— 4,819 4,819

(509,191) 201,938 (307,253)

3 (103,031) $ 771,454 § 668,423
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Supporting Worksheets

. Determination of Major Funds
This worksheet presents a fund-by-fund analysis of the County’s governmental and enterprise funds. The purpose
is to determine which funds should be reported as major funds in the fund financial statements.

. Elimination of the Effect of Internal Service Fund Activity for the Statement of Activities
This worksheet illustrates the “look-back” adjustment necessary to eliminate the effects of internal service fund
activity from the government-wide statement of activities.

. Calculation of Net Asset Balances for Governmental Activities
The conversion of governmental fund balances to the required components of net assets is illustrated and

explained in this worksheet.

. Adjustment to Roads Fund and Initial Capitalization of Road Infrastructure
This schedule presents information used in determining the initial capitalization of the “roads” infrastructure
network. It also explains the calculation of depreciation expense on infrastructure assets for the year.

. Worksheet for the Statement of Net Assets
This worksheet shows the conversion of the balance sheet for the combined governmental funds to the statement

of net assets for governmental activities.

. Worksheet for the Statement of Activities
This worksheet presents the conversion of the statement of revenues, expenditures, and changes in fund balances
for the combined governmental funds to the statement of activities for governmental activities.



General Fund
Special revenue:
Indigent health
Library
Fish and game
Special aviation
Fire protection
Roads
Job training
Flood control
Redevelopment agency funds
Realignment
Debt service:
Health insurance financing
Pension obligation
Redevelopment agency funds
Public Facility Corp.

Capital projects:
Capital projects fund
Public Facility Corp.
Redevelopment agency funds

Total governmental funds

10%

Enterprise:
Transit
Solid waste
Sewer maintenance
Assessment districts
Service Area 1
Service Area 2

Total enterprise funds
10%

5%—Governmental and enterprise

[Completely Superseded]

Determination of Major Funds

Expenditures/

Worksheet A

Assets Liabilities Revenue Expenses Major Fund?
$ 75,974,079 $ 32,748,259 322,409,359 $ 339,938,118 ALWAYS MAJOR
1,465,116 1,121,771 2,450,979 2,487,543
423,945 247,940 2,374,147 2,259,350
17,235 500 6,587 9,900
563,334 44,986 171,381 42,588
420,114 313,025 5,252,305 10,448,543
5,975,696 1,589,558 15,323,824 15,129,256
1,984,501 1,916,031 15,283,781 15,268,543
603,541 21,236 727,665 1,058,293
2,314,734 254,659 1,300,480 464,123
7,010,621 7,010,621 23,992,788 — YES
1,653,004 1,653,004 — 9,668,533
321,604 — — 3,275,365
355,402 — 80,027 112,985
— 829,148 13,180,640 YES—BY choice
(for consistency)
1,455,101 1,455,101 577,081 27,217,193
3,354,153 47,247 497,610
2,380,101 22,281 229,015 230,058
117,622,582 48,446,219 391,506,177 440,791,031
11,762,258 4,844,622 39,150,618 44,079,103
243,085 101,184 777,091 795,715
68,008,444 27,140,596 13,222,468 8,494,969 YES
2,545,696 965,348 187,963 185,119
38,418 330 25,640 5,810
6,661,827 1,216,139 261,692 513,810
659,682 106,675 39,816 63,671
78,157,152 29,530,272 14,514,670 10,059,094
7,815,715 2,953,027 1,451,467 1,005,909
9,788,987 3,898,825 20,301,042 22,542,506

Paragraph 76 of Statement 34, as amended, requires individual governmental and enterprise funds to be reported as major funds, based on the

following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of an individual governmental or enterprise fund are at least

10 percent of the corresponding total (assets, liabilities, and so forth) for all funds of that category or type (that is, total
governmental or total enterprise funds), and
b. The same element that met the 10 percent criterion in (a) is at least 5 percent of the corresponding element total for all
governmental and enterprise funds combined.

In addition to funds that meet the major fund criteria, any other governmental or enterprise fund that the government’s officials believe is
particularly important to financial statement users (for example, because of public interest or consistency) may be reported as a major fund.

In this illustration, assets and liabilities have been adjusted to report "net" internal balances, as discussed in Q188 in Q&A 34.

Conclusions:

In addition to the county's General Fund, the Realignment special revenue fund qualifies as a major fund because its fund liabilities exceed 10
percent of the total liabilities of governmental funds and 5 percent of the liabilities for the governmental and enterprise funds combined. The
county elects to report the Public Facility Corp. debt service fund as a major fund because its total assets generally fluctuate slightly above or
below the required percentage of total governmental fund assets. For consistency from year to year, that fund is reported as a major fund even
when, like this year, it does not meet the criteria. The Solid Waste enterprise fund exceeds the 10 percent criteria for all four elements and
exceeds the 5 percent benchmark for both assets and liabilities.
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Adjustments to Roads Fund and Initial Capitalization of Road Infrastructure

Adjustments:

Miles of roads (per county highway office records)

Replacement cost per mile
Replacement cost of roads

Average age of roads

Price deflator (87.6/126.9)

Estimated historical cost of roads
Depreciation at beginning of year
Cost of roads replaced in current year
Assume fully depreciated

Gain/loss on disposal of roads

Depreciation Expense for Current Year:
Depreciation on roads in service all year:
Cost

3,082
500,000
1,541,000,000
15

0.6903
1,063,763,593
449,691,311
4,486,997

(4,486,997)

1,063,763,593

Q)
@)

(©)
4)
®)
(6)
@)

Worksheet D

Depreciation at 3.33% per year $ 35,458,751

Depreciation on roads replaced:
Cost 4,486,997
Depreciation (to fully depreciate) 224,350

Depreciation on new roads:
Cost 6,530,027 (8)
Depreciation at 3.33% per year (1/2 year) 108,834

Total depreciation expense $ 35,791,935 (Worksheet F)
Accumulated Depreciation at Beginning of the Year:
Line-Miles Replacement Estimated
of Road Cost Per Price Historical Age Accumulated
Year Constructed Lane-Mile Deflator (9) Cost in Years Depreciation
-30 102.733 $500,000 0.3806151 $ 19,550,929 295 $ 19,225,080
-29 102.733 500,000 0.4019732 20,648,023 285 19,615,622
-28 102.733 500,000 0.4233313 21,745,118 275 19,933,025
=27 102.733 500,000 0.4446894 22,842,212 26.5 20,177,287
-26 102.733 500,000 0.4660475 23,939,307 255 20,348,411
-25 102.733 500,000 0.4874056 25,036,401 245 20,446,394
—24 102.733 500,000 0.5087637 26,133,495 235 20,471,238
-23 102.733 500,000 0.5301218 27,230,590 225 20,422,942
-22 102.733 500,000 0.5514799 28,327,684 215 20,301,507
-21 102.733 500,000 0.5728380 29,424,779 20.5 20,106,932
-20 102.733 500,000 0.5941961 30,521,873 19.5 19,839,217
-19 102.733 500,000 0.6155542 31,618,967 18.5 19,498,363
-18 102.733 500,000 0.6369123 32,716,062 17.5 19,084,369
-17 102.733 500,000 0.6582704 33,813,156 16.5 18,597,236
-16 102.733 500,000 0.6796285 34,910,251 15.5 18,036,963
-15 102.733 500,000 0.7009866 36,007,345 14.5 17,403,550
-14 102.733 500,000 0.7223447 37,104,439 13.5 16,696,998
-13 102.733 500,000 0.7437028 38,201,534 12.5 15,917,306
-12 102.733 500,000 0.7650609 39,298,628 11.5 15,064,474
-1 102.733 500,000 0.7864190 40,395,723 10.5 14,138,503
-10 102.733 500,000 0.8077771 41,492,817 9.5 13,139,392
-9 102.733 500,000 0.8291352 42,589,911 8.5 12,067,142
-8 102.733 500,000 0.8504933 43,687,006 7.5 10,921,751
-7 102.733 500,000 0.8718514 44,784,100 6.5 9,703,222
-6 102.733 500,000 0.8932095 45,881,195 55 8,411,552
-5 102.733 500,000 0.9145676 46,978,289 4.5 7,046,743
—4 102.733 500,000 0.9359257 48,075,383 3.5 5,608,795
-3 102.733 500,000 0.9572838 49,172,478 25 4,097,706
-2 102.733 500,000 0.9786419 50,269,572 1.5 2,513,479
-1 102.733 500,000 1.0000000 51,366,667 0.5 856,110
3,082 $ 1,063,763,935 $ 449,691,311
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Explanations:
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The County is phasing in reporting its infrastructure assets as provided for in Statement 34. In this initial year, only the "roads"
network is added. Additional infrastructure networks and subsystems, if any, will be added in later years.

For purposes of this illustration, the estimated total road construction (including roadbed) cost is $500,000 per lane-mile.

For purposes of this illustration, it is assumed that an average road life is 30 years and that roads were constructed

or reconstructed evenly throughout the last 30 years.

87.6 and 126.9 are the composite road construction indexes representing the midpoint and current indexes, respectively, for this
illustration. Actual updated indexes can be obtained from Price Trends For Federal-Aid Highway Construction published by the FHWA.
This total differs slightly from the "Total Estimated Historical Cost" in the detailed table above. The difference arises because the
table uses smoothed price deflators for each year, rather than an average cost index. Either approach is acceptable for estimating the
initial historical cost at transition.

See the detailed schedule below. For this illustration it is assumed that price increases were level throughout the 30 years

and that roads were put into service midway through each year.

Estimated cost of roads replaced is based on the average cost per lane-mile of road network at midyear multiplied by the number of
replacement road miles built during the year.

See Worksheet F, item(4). This represents the infrastructure expenditures that should be capitalized.

The price index was converted from a base year (index=100) of 1987 to a base year of 2001, the beginning of year. The changes to
the index were smoothed over the thirty years.
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TOPICAL INDEX*

Accounting Principles Board Opinion No. 21:
Paragraph 12: 167

Accounting Research Bulletin No. 43: 10
Accrual of Sales Tax: 154, 156

Administrative Expenses in Unemployment
Compensation Programs: 95

Allocations:

Direct Expenses to Funds: 88

Indirect Expenses: 54

Interest Expense: 58

Program Revenues: 62

Tuition and Fees: 137

Allowable Costs: 161, 163

Allowance for Uncollectible Accounts: 99, 100, 153
Appeals of Tickets, Fines, and Other Violations: 158
Applicable Period for Grant Recognition: 169
Appropriations and Grant Recognition: 164, 165

Assessing Materiality in Preparing Financial
Statements: 1-6

Assessments from Tax Audits: 157
Assets Restricted for Retirement of Capital Debt: 17
Assigning Program Revenues to Functions: 62

Availability of Revenues: 156, 157, 159, 162, 166, 169,
170

Bad Debts on Loans: 100

Blended Component Units:
Different Fiscal Year: 13

Budgetary Comparisons:
Capital Projects Funds: 93
Debt Service Funds: 93
Disclosures: 90
Discussion in MD&A: 9
Effects of Reclassification in Funds: 88
Fund Types: 91
In RSI: 92, 93
Level of Compliance: 89
Nonmajor Special Revenue Funds: 92

Business Licenses and Permits: 63, 150

Business-type Activities (BTAs):
Combining Multiple Funds: 119, 120
Interest Expense: 57
Materiality: 1
Multicolumn Reporting: 125
Retroactive Infrastructure Reporting: 139

Capital Assets:

Capitalization Policy: 30, 43

Colleges and Universities: 134

Disclosures: 148

Donated Assets: 31, 46

Enterprise Funds Reported as Governmental
Activities: 53

Estimated Fair Value: 31

Federal Awards: 27

Held for Use: 170

Ownership: 26, 29

Presentation in Statement of Net Assets: 148

Title: 26

Transferred from Enterprise Funds to Governmental
Activities: 52

Transfers to Other Funds: 101

Transition Provisions Apply Only to General
Infrastructure: 142

Zoo Animals: 42

Capital Contributions from Other Funds: 101

Capital Grants and Contributions: 64

*Unless otherwise noted, the topics in this index are referenced to questions and answers.
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Capital Projects, Grants for: 166

Capital Projects Funds:
Budgetary Comparisons: 93

Capital Resources Contributed: 151, 152
Capitalization Policy: 30, 43, 116, 117
Capitalization Threshold: 134
Capitalized Interest: 51, 52, 53

Capital-Related Debt:
Exceeds the Carrying Value of Capital Assets: 16
General Obligation Debt Issued for Enterprise Fund
Capital Assets: 20
Infrastructure Assets Not Reported: 15
Issued for Discretely Presented Component
Unit: 21, 24, 113

Charges for Services:
Compared to Taxes: 71, 73
Fines and Forfeitures: 5961
Licenses: 63
Tuition: 69

Classroom Furniture: 30

Collections:
Acquired Prior to Implementation of GASB
Statement 34: 45
Capitalization: 43
Noncapitalized: 44
Organizational Policy: 44
Zoo Animals: 42

Column Headings:
Program Revenues: 59

Commodities: 152
Comparative Statements: 65

Compliance Supplement: 161
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Component Units:

Blended: 13

Combining Statements for Business-type
Components: 121

Effective Date: 129

In the Statement of Activities: 50

Interest Expense: 57

Level of Detail Required for Combining Statements or
Notes: 122-124

Materiality: 4—6

Reporting Options When There Is Only One
Component Unit: 124

Computers: 30

Construction Grants: 166

Construction in Progress: 143
Construction-Period Interest: 51-53
Consumption Method of Inventory Accounting: 23
Continuing Appropriation: 165

Contributed Capital: 171

Contributed Services: 151

Debt Issuance Costs:
Effect on Net Assets: 19

Debt Issued for Component Unit Assets: 21, 24, 113

Debt Service Funds:
Budgetary Comparisons: 93

Debt Service Requirements: 118
Dedicated Taxes: 66, 71
Delaying Revenue Recognition: 166
Depreciation:

Composite and Group Methods: 33, 34

Direct Expenses: 34
Estimated Useful Lives: 145
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Designations: Donated Services: 151

Distinguished from Restrictions: 12
Doubtful Accounts: 153
Developer Contributions: 64
Drivers’ Licenses: 150
Different GAAP Formats: 131

Earnings on Investments:

Different Identifiable Activities: Public Entity Risk Pools: 96
Accounted for in a Single Fund: 49
Criteria: 47-49 Eliminations:

Between a University and Auxiliary Enterprises: 128

Direct Expenses: Blended Component Units with Different Fiscal
Accounted for in a Common Fund or Account: 54, Years: 13

55
Capitalized Interest: 51, 52
Employee Benefits: 55, 88
Interest Expense: 57, 58
Internal Charges: 7678
Relationship to Funds: 88

Disclosure of Accounting Policy: 114

Internal Allocations: 76—79

Internal Service Fund Transactions with Fiduciary
Funds: 105

Provision for Future Catastrophe Losses in Internal
Service Funds: 108

Disclosures: Reimbursements to Internal Service Funds: 107

Capital Assets: 148

Capitalization Policy: 116, 117

Debt Service Requirements: 118

Excess of Expenditures over Appropriations: 90

Employee Benefit Expenses: 55

Enabling Legislation: 164, 165

Infrastructure Assets: 117 Amendments: 12
Major Component Unit: 123, 124
Policy for Eliminating Internal Activity: 114 Endowments: 168
RSI:
See Required Supplementary Information Enforceable Legal Claim: 158
Disclosures (RSI) _
Segment Information: 115, 127 Enterprise Funds:
See also Segment Disclosures Budgetary Comparisons: 91
Use of Restricted and Unrestricted Assets: 14 Capital Contributions from Other Funds: 101
Violations of Finance-Related Legal or Contractual Criteria: 97
Provisions: 90 Organizations Previously Using the AICPA
Not-for-Profit Model: 140
Discounting: 167 Other Comprehensive Income: 98
Reporting General Obligation Debt: 20
Discounts and Allowances: 99, 100 Unemployment Compensation Programs: 94, 95
Disputed Fines: 158 Escheat Property: 110
Donated Capital Assets in Governmental Funds: 170 Estimated Refunds: 157
Donated Commodities: 152 Estimated Uncollectible Amounts: 153, 157
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Estimated Useful Lives: 145

Estimates: 155, 156, 163

Estimating Grant Payables: 163

Excess of Expenditures over Appropriations: 90
Exchange-like: 150

Exclusive Use of Research Results: 149
Expenditure-Driven Grants: 161, 162
Expenditures for Capital Assets: 134

Expense Classification: 138

Fair Value of Investments: 72

Federal Awards:
Capital Assets Purchased with: 27

Fees:
As a Percentage of an Underlying Transaction: 63
For Regulatory or Professional Licenses and
Permits: 150
For Summer Sessions: 137

Fiduciary Funds:
Escheat Property: 110
Internal Balances: 111
Materiality: 1

Financial Accounting Standards Board (FASB):
Option to Apply FASB Standards: 97
Statement No. 34: 51
Statement No. 130: 98

Fines and Forfeitures: 59-61, 158

Fiscal Period for Property Tax Revenue
Recognition: 159

Food Commodities: 152

Functional Expense Classification for Colleges and
Universities: 138

Fund Balances:
Converting to Net Assets: 14

General Infrastructure Assets: 139

General Long-term Debt:
Construction-Period Interest: 51, 52

General Obligation Debt Repaid by Enterprise Funds: 20

General Revenues: 62, 63
Developer Contributions: 64
Display: 75
Fines and Forfeitures: 60, 61
Restrictions: 66
Taxes: 63, 71, 73, 74

Gift Revenues: 133

Governmental Accounting Standards Board (GASB):
Implementation Guide for Statement No. 34:
Question 15: 65
Question 82: 10
Statement No. 6: 8
Paragraph 7: 97
Paragraph 19: 97
Statement No. 9:
Paragraph 31: 103
Statement No. 10: 94
Paragraph 53: 108
Paragraphs 66¢ and 67: 108
Statement No. 14:
Paragraph 60: 13
Statement No. 19: 132
Statement No. 20:
Paragraph 7: 98
Statement No. 24: 70, 80, 132
Statement No. 27:
Paragraph 17: 68
Paragraphs 11-13: 68



Statement No. 29:
Paragraph 5: 140

Statement No. 31:
Paragraph 13: 72

Statement No. 33:
Example 1: 156
Example 2: 156
Example 3: 156
Example 21a: 167

Example 22: 149
Footnote 12: 168
Footnote 18: 171
Paragraph 11: 153
Paragraph 14: 154
Paragraph 16: 153, 157

Paragraph 17: 158

Paragraph 18: 153, 158, 159

Paragraph 21: 153
Paragraph 24: 169
Paragraph 27: 155
Paragraph 30d: 162
Paragraph 52: 102
Paragraph 73: 168

Paragraph 74: 164, 165

Paragraph 78: 169
Statement No. 34:
Footnote 34: 95
Footnote 41: 99
Footnote 42: 96
Footnote 67: 25, 28
Paragraph 11d: 7
Paragraph 11f: 8
Paragraph 14: 111

Paragraph 18: 31, 32, 53

Paragraph 24: 37
Paragraph 33: 17
Paragraph 34: 12, 22
Paragraph 38: 75
Paragraph 41: 54, 56
Paragraph 42: 56
Paragraph 43: 79
Paragraph 46:
Paragraph 48: 65, 67
Paragraph 50: 62, 64
Paragraph 51: 72
Paragraph 52:
Paragraph 54: 59, 75

51, 52, 57, 58

71, 73,74
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Paragraph 58:
Paragraph 59:
Paragraph 60:
Paragraph 67:
Paragraph 68:
Paragraph 75:
Paragraph 76:
Paragraph 96:
Paragraph 97:

13

86, 105, 107, 108, 128

128

91, 97, 140
107

120

92

119, 120
98

Paragraph 112: 128

Paragraph 112b(1): 79, 102

Paragraph 112b(2): 107
Paragraph 115: 114, 116
Paragraph 115h: 14, 154
Paragraph 122: 127

Paragraph 125:
Paragraph 126:
Paragraph 127:
Paragraph 128:
Paragraph 130:
Paragraph 131:
Paragraph 138:
Paragraph 147:
Paragraph 314:
Paragraph 327:
Paragraph 391:

124
121, 122, 124
122, 123
103
91-93
90

119, 120
140
106, 108
12

94

Statement No. 37: 47, 48

Paragraph 17:

115

Statement No. 38:

Paragraph 9: 9
Paragraph 10b

0
1118

Governmental Activities:
Capital Assets: 51-53

Materiality: 1

Governments Engaged Only in Business-type

Activities (BTAs):

Fund Financial Statements: 119, 120

Grant Agreements:

161

Grants and Contributions:
Capital versus Operating: 70
General Revenues: 75
Program Revenues: 70, 80
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Hotel Tax Accruals: 156

Income Taxes: 157

Income Tax Accruals: 156

Incurred But Not Reported (IBNR): 163
Indirect Element of Internal Charges: 79

Indirect Expenses: 54, 56, 76—78
Allocations: 58

Infrastructure Assets:

Capitalization Policy: 117

Donated Assets: 31

Estimated Fair Value: 31

Land Associated with: 142

Ownership: 25, 26, 28

Parks Not Considered Infrastructure Assets: 35

Retroactive Reporting: 15

Roads: 32

Sidewalks: 28

Title: 25, 26

Transition Provisions:
Apply to General Infrastructure Only: 146
Capitalization: 141, 144, 147, 148
Construction in Progress: 143
Estimating Historical Cost: 144

Interagency Billings: 77-79

Interest Expense:
Business-type Activities: 57
Discretely Presented Component Units: 57
Governmental Activities: 58

Interfund Balances involving Fiduciary Funds: 111

Interfund Reimbursements:
Eliminations: 76-79

Interfund Services Provided and Used: 7678
Payments in Lieu of Taxes: 102
Statement of Cash Flows: 103

106

Internal Activity:
Disclosure of Policy for Eliminations: 114
Eliminations: 76-79, 128
Pass-through Funds: 80

Internal Balances:
Eliminations: 13
Fiduciary Funds: 111

Internal Charges:
Pension Contributions: 68

Internal Service Funds:
Eliminations: 105-108
Gain or Loss on Sale of Assets: 109
Materiality: 1
Provisions for Future Catastrophe Losses: 108
Reporting Assets and Liabilities in Government-wide
Statement of Net Assets: 104
Reversing Prior-Year Look-Back Adjustments: 106
Serving Fiduciary Funds: 104, 105
Transactions with Outside Parties: 109

Inventories:
Consumption Method: 23

Invested in Capital Assets, Net of Related Debit:
Negative Balance: 16

Investment Earnings:
Classified as Nonoperating Revenue: 96
On Endowments: 136
Operating Revenue: 135
Program Revenues: 67, 72

Investments:
Change in Fair Value: 72

Land: 142
Legal Level of Budgetary Control: 89

Level of Detail Required for Combining Statements or
Notes: 130

Levy of Property Taxes: 159
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Library Books: 30
Library Taxes: 71
Licenses: 150

Loans Receivable:
Uncollectible Accounts: 100

Local-Option Sales Tax: 155

Look-Back Adjustments:
Internal Service Funds: 86
Reversing Prior-Year Adjustments for Business-type
Activities: 106

Maintenance:
Modified Approach: 39

Major Component Units: 130
Combining Statements: 121, 122
Some Details on the Face of the Government-wide
Statements: 123

Major Fund Criteria:

Effects of Audit Adjustments: 85

Effects of Internal Service Fund Look-Back
Adjustments: 86

Gains, Losses, Capital Contributions, Additions to
Endowments, Special ltems: 84

Revenues at Gross or Net: 83

Two-Step Test: 81

Major Funds:
Adjustments for Internal Activity: 86
Budgetary Comparisons: 90-92
Criteria: 81, 83-86
Discussion in MD&A: 7
Effects of Discounts and Allowances: 83
Enterprise Funds: 84
Materiality: 1, 3, 4
No Funds in a Category: 81
Preliminary Determination: 85
Sole Nonmajor Fund: 82
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Management’s Discussion and Analysis (MD&A):
Budget Variances: 9
Comparative Data for Colleges and
Universities: 138
Fund Information: 7
Long-term Debt Activity: 8
Special Assessment Debt: 8

Materiality:
Assessment: 1, 2
Component Unit: 4-6
Major Funds: 4
Voluntary Major Funds: 3

Measurable:
As a Criterion for Nonexchange Revenue
Recognition: 153, 157

Merchant Sales Reports as a Basis for Year-End
Accruals: 156

Modified Approach:
Condition Assessment: 37
Condition Level: 38
Deletions of Assets: 36
Maintenance and Preservation: 39
No Longer Permitted: 39
Parks Not Considered Infrastructure Assets: 35
Required Supplementary Information Disclosures: 40
Roads: 36
Transition Provisions: 38

Multiple Business-type Activities: 125
Multiple-Column Presentation for a BTA: 119

National Council on Governmental Accounting (NCGA):
Interpretation No. 6:
Paragraph 4: 90
Interpretation No. 9:
Paragraph 9: 95
Interpretation No. 10:
Paragraph 14: 89
Statement No. 1:
Paragraph 42: 20
Paragraph 62: 162
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Paragraph 102: 102

Paragraph 106: 171
Statement No. 2:

Paragraph 11: 162

Natural Expense Classification: 138
Net Assets:
Invested in Capital Assets, Net of Related Debt:
15-17
Reclassifications: 24
Reporting Changes in the Net Asset Balances: 22
Restricted: 11, 12, 17, 18, 22
Which Component Includes Debt Issuance
Costs: 19
Net Cost: 60
Net of Estimated Refunds: 158
Net of Estimated Uncollectible Amounts: 153
Nongovernmental Providers: 169
Nonmajor Funds:
Budgetary Comparisons: 92
Discussion in MD&A: 7
Materiality: 1
Sole Fund Reported Separately: 82
Nonoperating Revenues: 135

Not-for-Profit Model: 140

Obligation to Beneficiary in Split-Interest
Agreements: 133

Operating versus Nonoperating Revenues: 126
Option to Apply FASB Standards: 98

Other Comprehensive Income: 98

Parks: 35

Pass-through Grants: 70, 80, 132
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Patent Rights: 149

Payments in Lieu of Taxes: 102

Pell Grants: 132

Pension Assets: 68

Pension Obligation Bonds: 68

Period for Which Taxes Are Levied: 159, 160
Period to Which Appropriation Applies: 164, 165

Permanent Funds:
Distinguished from Special Revenue Funds: 87
Earnings: 67

Permanent or Term Endowments: 136, 168
Permits: 150
Practical Considerations in Accruing Sales Taxes: 156

Present Value:
Used in Grants Receivable Recognition: 167

Private-Purpose Trust Funds:
Benefits as Part of Governmental Program: 112

Probable of Collection:
As a Criterion for Nonexchange Revenue
Recognition: 153

Program Revenues: 59-63
Allocations: 69
Internal Charges: 76-78
Permanent Fund Earnings: 67
Reported in a Single Column: 65
Required Categories: 65
Restrictions: 66
Tuition: 69
Use of More Than One Column for a Category: 59

Programmatic Grants Reported by Function: 62
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Property Tax Levy: 159, 160 Research Grants: 149
Proprietary Funds: Reserved Fund Balance: 154
Revenues: 99 Special Revenue Funds: 87
Public College and University: Residual Equity Transfers: 171
Component Unit Reporting: 130, 131
Effective Date: 129 Resources Held for Future Catastrophes: 109
Phase-in Periods: 129
Restricted Net Assets: 17, 64, 66, 154
Public Entity Risk Pools: Amounts Exceeding Restrictions: 18
Earnings on Investments: 96 Classified Format: 10
Closing Nominal Accounts: 22
Purchase Method of Inventory Accounting: 23 Governmental Activities: 10
Policy Regarding Use: 14
Purpose Restrictions: 154 Restricted Resources: 154
Reasonable Estimate in Accruing Sales Taxes: 155 Restricted Revenues: 66, 67
Reclassifications: Restrictions:
Direct Expenses in a Common Fund or Enabling Legislation: 12
Account: 54, 55 Statutory: 11
Indirect Expenses Changed to Funds: 56
Reporting Entity Total Column: 24 Retirement Benefits: 160
Reconciliations: Revenue, Net of Discounts and Allowances: 99, 100
Effect of Prior-Year Internal Service Fund Look-Back
Adjustment: 106 Right-of-Way: 32
Inventory Method Adjustment: 23
Materiality: 2 RSI:
Transfers of Governmental Activities” Capital See Required Supplementary Information
Assets: 101 Disclosures (RSI)
Refunds: 157 Sales Taxes: 155-157
Reimbursements: 56, 161-163 Segment Disclosures:
Internal Service Funds: 107 External Requirements for Separate Accounting of
Assets, Liabilities, Revenues, and Expenses: 127
Renewal and Replacement Fund: 134 Internal Requirements for Separate Accounting: 115
Reporting Component Units in Notes: 130 Segments:
Definition: 115, 127
Required Period of Disbursement: 164, 165
Sidewalks: 28
Required Supplementary Information
Disclosures (RSI): Single-Column Presentation for a BTA: 120
Modified Approach: 40 Eliminations: 128

109



[Completely Superseded]

Special Assessment Debt:
Discussion in MD&A: 8
Related to Enterprise Fund Criteria: 97

Special Revenue Funds:

Compared to Private-Purpose Trust Funds: 112

Distinguished from Permanent Funds: 87
Split-Interest Agreements: 133
Spreading Common Expenses: 76—79
State Appropriations: 126
Statement of Activities:
Amortization of Pension Assets: 68
Business-type Activities: 47-49

Direct Expenses: 54, 55
Format: 65, 75

Gain or Loss on Sale of Internal Service Fund

Assets: 109
General Revenues: 64
Indirect Expenses: 56, 76—78
Interest Expense: 51, 52, 57, 58
Level of Detail Required: 47-50, 62, 65
Program Revenues: 59-61, 63
Reporting Component Units: 50, 121, 122

Statement of Cash Flows:
Transactions with Component Units: 103

Statement of Net Assets: 111
Classified Format: 10
Internal Balances: 13
Inventories: 23

Pension Obligation Bonds and Net Pension

Assets: 68
Restricted Assets: 10

Summer Sessions: 137

Tax Audits: 157

Tax Increment Revenues: 74
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Taxes:
Dedicated Taxes: 66, 71
On Sales of Alcoholic Beverages: 73
Tax Increments: 74
Term Endowment: 168
Time Requirements: 159, 160, 164, 168, 169
Total Net Assets Approach: 22
Traffic Tickets: 158

Transaction Reports: 156

Transfers:
Capital Contributions: 101

Transition Provisions:
Not-for-Profit Organizations: 140

Tuition Revenue: 69, 137
Uncollectible Amounts: 153, 157
Uncollectible Loans: 100
Underlying Exchange: 157
Underreported Taxes: 157
Undisputed Fines: 158

Unemployment Compensation Funds: 94
Administrative Expenses: 95

Unexpended Plant Fund: 134
Unreported Taxes: 157

Unreserved Fund Balance:
Permanent Funds: 87
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Unrestricted Net Assets:
Balances When Restricted Assets Are Available: 14
In Restricted Accounts: 18

Unspent Bond Proceeds in an Agency Fund: 113

111

Works of Art, Historical Treasures:
Acquired Prior to Implementation of GASB
Statement 34: 45, 46
Donated Assets: 46
Examples: 41

Zoo Animals: 42





