THIS IS A DECISION PAPER

TO:

HARDIN COUNTY BOARD OF EDUCATION

FROM:
Nannette Johnston
DATE:
June 17, 2010
SUBJECT:
GASB STATEMENT 54
ISSUE


GASB 54 became effective for all governmental funds to have implemented by June 30, 2011. KDE is requiring districts to have the statement in place by June 30, 2010 as part of the new chart of accounts conversion. 
FACTS

Under the current GASB, the two fund balance classifications are reserved and unreserved. GASB 54 creates five new categories: non-spendable, restricted, committed, assigned, and unassigned. The categories which pertain to Hardin County Board of Education will be the restricted, committed, assigned, and unassigned. 
The restricted classification will contain amounts for a specific purpose by external parties, constitutional provision, or enabling legislation. The items for Hardin County will be unspent bond proceeds, grant funds, capital outlay and FSPK funds, and debt service accounts for bond payments. 
The assigned classification for the general fund includes amounts constrained for the intent, to be used for a specific purpose by a governing body. The amounts classified in this will be the end of year encumbrances in Munis. 
The unassigned classification for the general fund is the amount not classified in any other category and will be used as the beginning balance for the upcoming fiscal year.  Committed classification is amounts constrained for a specific purpose by a government using it highest level of decision making. In addition, it required the same group to remove or change the constraints and action to constrain resources must occur prior to fiscal year end; however the amount can be determined in the subsequent period. 

The committed classification requires the local school board to adopt a policy and sequential order of each of the classifications. The Hardin County Board of Education adopted a tentative budget in May. 
In this budget, certain items will be classified as committed.  Hardin County approved: 
· buses $750,000, 
· land $47,078.57, 
· nurses $368,538, 
· debt service $398,072 and 
· Sick Leave Escrow (KRS 157.420 states the fund is limited to 50% of maximum liability for current year) $950,000. 
The restricted category will capture the unspent amounts in funds 
· special revenue fund, 
· capital outlay fund, 
· building fund, and 
· construction fund. 
The assigned classification will include the amount at year end close for reserved for encumbrances. 
The anticipated remaining $11,500,000 will be classified as unassigned and used for the general fund beginning balance. This amount will be utilized as revenue to assist with general fund salaries. 
The sequential order of the classifications which are to be expended is as follows: assigned, committed, unrestricted, and restricted. 

RECOMMENDATION


I recommend the Hardin County Board of Education approve the recommended GASB 54 classifications as assigned, committed, restricted, and unassigned and approve the order the spending order as listed: 

· Assigned 
· Committed 

· Unassigned
· Restricted

RECOMMENDED MOTION


I move the Hardin County Board of Education to approve the recommended GASB 54 classifications as assigned, committed, restricted, and unassigned and approve the order the spending order as listed: 

· Assigned 

· Committed 

· Unassigned
· Restricted

