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MEMORANDUM

To: 	Mayor and City Council

From:	DeMornai Blackwell, Director of Finance

Date:	September 17, 2019

Re:	FY 2019 YE Analysis GAAP vs GASB (Budgetary)


In preparation of tonight’s meeting, I want to be sure to provide clarity on the viewpoint of the financials based on my earlier memo to the Council. Below you will find a reiteration of the FY2019 analysis presented in a GAAP basis, this was provided to the Council, and an iteration of the same analysis presented in a GASB (Budgetary) standpoint.

This is being presented to Council, in efforts to help explain any concerns on the City’s financial position and how it remains in stable position; and, how funds spent on a budgetary basis can be presented.

All numbers presented are currently unaudited, which means they are still subjected to be changed as the auditor from CohnReznick continue with their process on finalizing and auditing FY17, FY18 and FY19. The information presented will be on a high level and further explanation can come from me directly if needed.

The major difference between GAAP vs Budgetary Revenue Recognition is the Transfer from Revenues (Use of Fund Balance) account. On budgetary basis, the Use of fund balance is utilized for planned expenses in excess of revenue. Under GAAP, there is no such revenue item. 
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The major difference between GAAP vs Budgetary Expense Recognition is the Use of Encumbrances, which are budget commitments within a fiscal year when the actual expense occurs in the following fiscal year. Under GAAP, these expenses would not have been accounted for until the activity took place. This allows for expenses to be recognized in the fiscal year in which they are budgeted and not reallocated back to the Excess Cash Account.



[image: ]


[image: ]


There is a difference of about $293,210 of expenses in Streets & Parks that have not occurred at the fiscal close of June 30, 2019 that are recognized in the Budgetary base accounting verses a reduction of expenses in that amount based on GAAP accounting.


Conclusion
Currently the City has an unaudited unrestricted fund balance at the end of FY 2019 in the amount of $2,898,320. This balance will be adjusted due Grant Revenue needing to be recognized for FY 2018 and FY19. Currently outstanding Grant Revenue that will need to be reviewed is about $100,000 for the Bond Bill expenses and about $163,000 for the Chesapeake Bay Grant once final expenses have been submitted and the draw down requested for FY19; FY18 Grant Revenue is currently being 

As requested below you will find the last 5 fiscal years of closing entries adjusting your Fund Balance at the end of the year; only FY 15 and FY16 and confirmed final due to the completion of the audit.

1. FY 15 –   $357,410
2. FY 16 –   $  22,672
3. *FY 17 –  $434,547
4. *FY 18 – ($604,255)
5. *FY 19 – ($  13,430)

[bookmark: _GoBack]The City remains in a financial state that it will continue to operate effectively based on all approved expenses in the FY2020 budget without any undue constraints. 
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GAAP

Actual Budget Variance $ Variance %

Wages & Leave 2,298,769.00 $  2,398,920.00 $  (100,151.00) $     96%

Employee Benefits 1,015,567.00 $  980,150.00 $     35,417.00 $         104%

Materials & Supplies 240,496.00 $     231,160.00 $     9,336.00 $           104%

Repairs & Maintenance 87,476.00 $       77,500.00 $       9,976.00 $           113%

Professional Services 960,190.00 $     668,650.00 $     291,540.00 $      144%

Other Services & Charges 397,511.00 $     466,260.00 $     (68,749.00) $       85%

Infrastructure & Facility Maintenace 641,099.00 $     595,250.00 $     45,849.00 $         108%

Capital Outlay* 737,923.00 $     1,050,675.00 $  (312,752.00) $     70%

Debt Services 254,506.00 $     254,480.00 $     26.00 $                100%

Total 6,633,537.00 $  6,723,045.00 $  (89,508.00) $       99%
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Budgetary

Actual Budget Variance $ Variance %

Tax Revenue 5,128,653.00 $  4,789,250.00 $  339,403.00 $      107.1%

License & Permits 608,909.00 $     657,850.00 $     (48,941.00) $       92.6%

Intergovemental Revenue 309,687.00 $     305,115.00 $     4,572.00 $           101.5%

Charges for Services 35,406.00 $       45,500.00 $       (10,094.00) $       77.8%

Fines & Forfeitures 151,765.00 $     402,000.00 $     (250,235.00) $     37.8%

Miscellaneous Revenue 114,289.00 $     60,850.00 $       53,439.00 $         187.8%

*Transfer from Reserves (Use of Fund Balance) 462,480.00 $     462,480.00 $     - $                    100.0%

Total 6,811,189.00 $  6,723,045.00 $  88,144.00 $        101.3%
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GAAP

Actual Budget Variance $ Variance %

Tax Revenue 5,128,653.00 $  4,789,250.00 $  339,403.00 $      107.1%

License & Permits 608,909.00 $     657,850.00 $     (48,941.00) $       92.6%

Intergovemental Revenue 309,687.00 $     305,115.00 $     4,572.00 $           101.5%

Charges for Services 35,406.00 $       45,500.00 $       (10,094.00) $       77.8%

Fines & Forfeitures 151,765.00 $     402,000.00 $     (250,235.00) $     37.8%

Miscellaneous Revenue 114,289.00 $     60,850.00 $       53,439.00 $         187.8%

*Transfer from Reserves (Use of Fund Balance) - $                   - $                   - $                    0.0%

Total 6,348,709.00 $  6,260,565.00 $  88,144.00 $        101.4%
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Budgetary

Actual Budget Variance $ Variance %

Wages & Leave 2,298,769.00 $  2,398,920.00 $  (100,151.00) $     96%

Employee Benefits 1,015,567.00 $  980,150.00 $     35,417.00 $         104%

Materials & Supplies 240,496.00 $     231,160.00 $     9,336.00 $           104%

Repairs & Maintenance 87,476.00 $       77,500.00 $       9,976.00 $           113%

Professional Services 960,190.00 $     668,650.00 $     291,540.00 $      144%

Other Services & Charges 397,511.00 $     466,260.00 $     (68,749.00) $       85%

Infrastructure & Facility Maintenace 641,099.00 $     595,250.00 $     45,849.00 $         108%

Capital Outlay* 1,031,133.00 $  1,050,675.00 $  (19,542.00) $       98%

Debt Services 254,506.00 $     254,480.00 $     26.00 $                100%

Total 6,926,747.00 $  6,723,045.00 $  203,702.00 $      103%
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