% City oF CHico MEMORANDUM

INC. 1872

TO: Chico City Council DATE: July 22, 2013
FROM: Administrative Services Director FILE: BGT-3.6.12

SUBJECT: Monthly Financial Reports

Pursuant to the Chico City Charter Article 1X, Section 908, attached are the monthly
financial reports as of June 30, 2013. This information is also available on the City’s
website: http://www.ci.chico.ca.us/finance/FinancialReports.asp

PLEASE NOTE: INFORMATION CONTAINED IN THESE REPORTS IS FOR THE
MONTH OF JUNE, 2013 ONLY. THIS IS NOT INTENDED TO BE A YEAR-END
REPORT AS ACCRUALS FOR FY 2012-13 ARE NOT COMPLETE.

Attached are three separate reports, including the following:
Exhibit A — Financial summary report by fund

Exhibit B — Detailed summary report for select funds including:
General & Park Fund (001 & 002)

Transportation Fund (212)

Gas Tax Fund (307)

Sewer Fund (850)

Parking Revenue Fund (853)

Airport Fund (856)

Private Development Debt (861)

Private Development Fund (862)

Subdivisions Fund (863)

Exhibit C — General & Park Funds’ operating expenditure reports by department

In reviewing the attached reports, it is important to consider how governmental
accounting principles affect the data reflected on the reports.

Governmental Funds vs. Proprietary/Fiduciary Funds:

Governmental Accounting standards dictate how different funds are reported.
Governmental Funds (i.e. General Fund, Capital Improvement Funds, Special Revenue
Funds, etc) record revenues when they are “earned and available” (usually within 60
days of year-end close or 90 days for Sales Tax) and record expenses when they are
due to be paid. Proprietary Funds (i.e. Enterprise Funds and Internal Service Funds)
follow the full-accrual accounting method similar to a private-sector business and follow
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Year-End Revenue Accruals

In conjunction with accounting standards, Finance staff accrues revenue that is
received in the current fiscal year back to the previous fiscal year in most funds. When
that accrual is reversed, it creates a negative entry for that revenue item. The negative
entry is offset when the current year revenue is received for that line item, such as
Sales Tax and Sewer Service Fees, which does not occur until September. So the
monthly reports for certain funds will show negative revenue items for the months of

July and August.

Beginning and Ending Balances

Governmental funds (General & Park Funds, Transportation Fund, Gas Tax Fund) use
the flow of current financial resources measurement focus. Long-term assets and
liabilities are not reflected on the balance sheets of governmental funds. As a result,
fund balances are used as they closely mirror cash balances. Enterprise funds (Sewer,
Parking, Airport, Private Development and Subdivisions) use the flow of economic
resources measurement focus. Long-term assets and liabilities are reported on the
balance sheets of enterprise funds. These reports are using cash balances as it's been
deemed that cash balances are more beneficial to users of these reports.

Recurring Cash Imbalances

The natural cash imbalances experienced in governmental accounting will be apparent
throughout the fiscal year, depending on the fund. For example, the General Fund has
historically reflected a negative fund balance July to December each year until the City
receives its first distribution of property tax and a large portion of sales tax in late
December or early January (booked when the revenue becomes “available.”) This
temporary cash imbalance equals out over the remainder of the fiscal year as revenue
is received through September and accrued back to June, so the monthly reports may
give the erroneous impression that a fund is insolvent, depending on the month. Other
funds, particularly grant funds, operate on a reimbursement basis, so revenue is not
received until after expenditures are incurred, creating another example of a temporary
cash imbalance.

Police Department Salaries and Benefits

Please note that the Police Department budget for salaries and benefits are maintained
in its main operating departpaent budget (001-300) even though actual salaries and
benefjtsare regorded in mlltiple departments (i.e., 001-300, 001-301, 001-322, etc.).

Chris Constanyr/
Finance Director
Attachments

cc. Department Heads (distributed electronically)
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