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The Administrative Services Director prepared, and submitted to the Cit Council

for its review, the Fund Balance Polic which meets the standards set forth b the

Governmental Accountin Standards Board ( GAS B) Statement 54.. "Fund Balance

Reportin and Governmental Fund T Definitions
yl .

NOW, THEREFORE, BE IT RESOLVED b the Cit Council of the Cit of

Livermore that the Fund Balance Polic attached hereto as Exhibit A, is approved. A

co"p of the Polic is also on file in the office of the Administrative Services Director.
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The purpose of this polic is to establish a tar and minimum levels of unrestricted fund balance ( net
assets for proprietar funds) to be maintained in various funds and to identif certain re for
clIssif fund balance in accordance with the Governmental Accountin Standards Board ( GASB)
Statement No. 54, Fund Balance Reportin and Governmental Fund Definitions.

This polic and the procedures prescribed b it supersede all previous policies and rere
the Cit fund balance and reserves.
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1. Governmental Funds

The followin definitions will be used in reportin 4nactivity in crovernmental funds across the Cit1

The Cit ma or ma not report all fundt in an given reportin period, based on actual

circumstances and activit

The general fund is used to account for all financial resources not accounted for and reported in
another fund.

Special revenue funds are used to account and report the proceeds of specific revenue sources
that are restricted or committed to expenditure for specific purposes other than debt services or
capital projects.

Debt service funds are used to account for all financial resources restricte
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d. committed or

assi to expenditure for principal and interest.

Caplital pro funds are used to account for all financial resources restricted, committed or

assi to expenditure for the acquisition or construction of capital assets.

Permanent funds are used to account for resources restricted to the extent that onl earnin and
not principal, ma be used for purposes that support the Cit purposes.



B. Restricted fund balance — includes amounts that can be spent onl for the specific purposes

stipulated b external resource providers either constitutionall or throu enablin le
Examples include grants, gas tax., Measure B sales tax and Developers impact fees.

C. Co teed fund balance — includes amounts that can be used onl for the specific purposes

determined b a formal action of the government'shi level of decision-makin authorit
Commitments ma be chan or lifted onl b the government takin the same formal action

that imposed the constraintori
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2. Assi Fund Balance
The Cit Council has authorized the Cit Mana as the official authorized to assi fund balance to
a specific purpose as approved b this fund balance polic Such assi cannot exceed the

available (spendable, unrestricted, uncommitted fund balance in an particular fund.

5. Establishing An Operatin Reserve Stabilization Fund Balance
Maintainin a Financial Stabilization Fund Balance is a necessit for sound financial mana
and fiscal accountabilit The Cit Council has the authorit to establish an Operatin Reserve

Stabilization Fund Balance that will be a Committed Fund Balance.

An Operatin Reserve Stabilization Fund Balance in General Fund is established for the purpose of
providin funds for an ur event that affects the safet of residents, emplo or, propert (e.
earth wild-fires, terrorist attack etc. The minimum level for the Financial Stabilization

Account is 15% of General Fund operatin expenditures plus debt service transfers. The reco
of an ur event must be established b the Cit Council b adoption of a resolution explainin the

I



nature of the fiscal crisis and re approval b a majorit vote of the Cit Council. The initial

fundin for the Financial Stabilization will come from fund balance amounts that were classified as

Desiatedfor Operatin Reserve and "Desi for Economic Uncertaint Reserve " before

AS 54.

General Fund Operatin Reserve Stabilization Fund Balance shall be used onl to fund unanticipated
needs and/or emer as described below:

Catastrophic Events and Major Disasters- The Financial Stabilization fund balances is to fund the
extraordinar operatin costs, le costs and cash flow problems associated with dela in State
and Federal reimbursements for an catastrophic event and major disaster ( natural or man-made
declared b the Cit Council or their desi or b the State of California, or b the federal
government that are nonrecurrin expenditures.

A bud revision must be approved b the Cit Council. A maximum of fift percent of the prior
fiscal year endin balance in the Operatin Reserve Stabilization Fund ma be drawn. At no time

ma the balance be less than 7.5 percent of adopted annual appropriations or half of the prior fiscal
year endin balance, whichever is greater.

A. General Fund- It is the goal of the Cit to achieve and maintain a minimum unrestricted

committed, assi and unassi fund balance in its General Fund e to 26.5% of the
current year's bud operatin expenditures and out transfers for debt service. The Cit
considers a balance of less than 20% to be a cause for concern, barrin unusual or deliberate

circumstances, and a balance of more than 35% as excessive.

The Cit will utilize the amounts previousl listed as Operatin Reserve and Reserve for
Economic Uncertainty in the General Fund to fund the Financial Stabilization

Arran
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Once the Cit Council or their desi (Cit Mana has determined that it is necessar
to draw down fund balance, a resolution approvin the additional appropriation shall be

made at the next Cit Council meetin accompanied b a formal report explainin the
nature of the fiscal crisis.

The Cit will utilize the amounts previousl listed as Operatin Reserve and Reserve for

Economic Uncertaint in the General Fund to the extent available in order to fund this

reserve. It is the Cit goal to have an unfunded portion of this reserve funded within six
years of the adoption of this polic

B. Speclial Revenue Funds- Special revenue funds are created to account for the proceeds from

specific revenue sources that are le restricted for specific purposes ( i.e. grants, gas tax). No
specific minimum fund balance re is created b this polic Rather, each fund must

adhere to an underlguidelines attached to that revenue source.

C. Debt Service Funds- Debt service funds are ver specific with the amount of fund balance

re to be held. The minimum fund balance re for an outstandin bond issue will
be consistent with the bond covenants.
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Capital Pro Funds- Capital project funds are created to account for resources set aside to

construct or ac fixed assets or improvements. These pro ma extend be one fiscal
year. No specific amount for minimum fund balance is re

E. Enterprise Funds- Enterprise funds should strive for positive net operatin income to provide
for necessar operatin and capital expenses while maintainin sufficient debt service covera
ratios. A specific percenta or dollar amount will var due to the considerations for workin

capital, debt covera asset replacement,, rate smoothin and revenue volatilit

Airport, Water Services, and Goc Course Funds —These funds will achieve and maintain a

minimum unrestricted net assets balance of 12.5% or 45 da worth of workin capital) of
A

its operatin expenses plus debt service transfers, since these funds have a stead and

uniform cash inflow throu the fiscal year generated b dail or monthl fees collected
from the customers.
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F. Internal Service Funds- Internal Service funds, b nature, are desi to operate on a break-

even basis for operations, while, if applicable, accruin additional funds to finance future capital
costs or potential liabilities.

9. Replenlishlin Miiniiinum Fund Balance (Net Assets Dericienciies
When minimum fund balance ( net assets falls below the re threshold, the Cit Council must
approve and adopt a plan to restore this balance to the tar level within three years usin the bud
strate described below:

The Cit will use bud surplus
The Cit will reduce recurrin expenditures to eliminate an structural deficit or,
The Cit will increase revenues or pursue other fund sources, or,
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A combination of the three options above

The pro of replenishment shall be reported in the annual bud

10. Deficit Fund Balance (Net Assets)
If the fund balance or net asset balance is not positive at an year end, the Cit shall develop a
fundin plan and a timeframe to brin it into a positive state.

The unassi fund balance deficit in General Fund will be restored throu the followin
mechanisms, in order of priorit

Reduction of ( 1 ) assi fund balance levels-, ( 2 ) committed fund balance levels-,
Transfer Of unassi fund balances from other related funds, if allowed.
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