Ripley Public Library
Financial planning, Reserve Fund and Operating Accounts Policy
Adopted by Ripley public library Board on:30 Nov 2022

To further the continued growth and stability of the Ripley Public Library as stated in Handbook for Trustees (chapter on budget and finance pgs. 50-`58) the following accounts will be established and maintained with the minimum levels assigned within each category as defined by GASB statement 54: nonspendable, restricted, committed, assigned, and unassigned.: (Reserve Fund, Capital Project fund, Contingency Reserve Fund and Endowment fund old definition). Dedicated fund expenditures are restricted to board approval.
A 3 member executive committee will establish fund raising or budget criteria to maintain the funds, overlook, have sole authority to cover transfers, have continuing over watch, ensure the funds are dedicated non transferrable (without super majority board approval) monies set aside from general operating monies. This committee will be established and populated during the meeting immediately following the annual election.
Internal Audits including vouchers, bills, and cash accounting as directed in those policies will be done as they occur on a monthly basis.
1. CAPITAL Project FUND:
a. Special fund for very high cost Long Range Plans, Construction activities, Expansion or Major equipment replacement related to the structure.
b. End of year surplus from the operating fund (or parts thereof) may be transferred to this fund.
c. Balances should be governed by historical cost from similar structure failures, planned expansion or renovation. ($40,000 minimum suggested or 10 % of budget total per year).
d. Grants, publicly approved Bonds through the School or Town as municipal bonds, and special fund raising specific to this fund may be sought out to meet future needs. (long range plan)
e. Restricted fund balance includes amounts that can be spent only for the specific purposes stipulated by external resource providers (grant providers)

2. Endowment Fund:
a. A dedicated fund the purpose of which is to generate supplemental revenue for a designated purpose, otherwise not spendable.
b. Long range plans should acknowledge these funds and accommodate the benefactor’s wishes (memorial table, chair lift, display or improvement).
c. Balance will be subject to monies from donation and fund raising.
d. Endowment TRUST fund is not spendable and held as finance for perpetuity of the library.
e. Restricted fund balance includes amounts that can be spent only for the specific purposes stipulated by external resource providers (grant providers)




3. Committed Fund (contingency):
a. Fund dedicated to cover salaries and operating costs for 60 days should tax payments be late or incorrectly appropriated. At least 10% of the total budget should be maintained here.
b. Adjustments to balance level must be reviewed at each budget work up and adjusted accordingly. 
c. These funds require Board Approval by super majority for use as stated.

4.  Assigned fund:
a. Monies allocated within the budget general fund for use as given in the budget, transfers from one line to another or from one fund to another require board approval and scrutiny for replenishing the transferred fund.

5. Unassigned fund balance: Monies left over in budget General fund that are unspent (negative balance in any line or fund are reported as negative for that fund)  may be used or allocated as determined by THE Ripley Public Library Board; only positive unassigned General fund balances are reported in the annual report.
a. Special attention to the excess, if any, must be given and allocated to the most appropriate fund or budget line carryover. 
b. 
REPORTING FUND BALANCES UNDER GASB 54
Nature of the change? 
Historically, fund balances for governmental funds has used two main categories—reserved and unreserved. Furthermore, unreserved fund balance could optionally be further sub-classified as designated or undesignated. All of these classifications focused on fund balance from the perspective of its availability for appropriation. In other words, the nature of the fund’s financial equity was determined by its ability to be appropriated.
Under GASB 54, the classification of fund balance will now be from the perspective of the underlying resources within fund balance. Simply, these new components of fund balance will identify constraints on how resources can be spent and the sources of those constraints. The new components of fund balance will be:
· Nonspendable
· Restricted
· Committed 
· Assigned
· Unassigned

Each of the new components has very specific definitions and there is little, if any, direct link between the “old” components of fund balance and the new ones.
Definitions
· Nonspendable Fund Balance:  The nonspendable fund balance classification includes amounts that cannot be spent because they are either (a) not in spendable form or (b) legally or contractually required to be maintained intact. This would include items not expected to be converted to cash including inventories and prepaid amounts. It may also include the long-term amount of loans and receivables, as well as property acquired for resale and the corpus (principal) of a permanent fund.
· Restricted Fund Balance: The restricted fund balance classification should be reported when constraints placed on the use of resources are either (a) externally imposed by creditors, grantors, contributors, or laws or regulations of other governments or (b) imposed by law through constitutional provisions or enabling legislation.
· Committed Fund Balance: The committed fund balance classification reflects specific purposes pursuant to constraints imposed by formal action of the district’s highest level of decision-making authority (generally the governing board). Also, such constraints can only be removed or changed by the same form of formal action.
· Assigned Fund Balance: The assigned fund balance classification reflects amounts that are constrained by the government’s intent to be used for specific purposes, but meet neither the restricted nor committed forms of constraint. 
· Unassigned Fund Balance: The unassigned fund balance classification is the residual classification for the general fund only. It is also where negative residual amounts for all other governmental funds would be reported.


New Account Code Structure

New fund balance account codes have been established to conform to GASB 54 requirements. The new codes are as follows:
Classification			WUFAR code			WUFAR Account Title
Non-Spendable		
(Function 935000)		935100			Non-Spendable Fund Balance
				935200 			Non-Spendable: Corpus of Permanent Fund
Restricted			
(Function 936000)		936120			Restricted: Contractual Obligations
				936110			Restricted: Self Insurance
				936320			Restricted: Debt Service Retirement
				936310			Restricted: Debt Refinancing
				936500			Restricted: Food Service Programs
				936800			Restricted: Elderly Nutrition Programs
				936900			Restricted: Other

Committed			
(Function 937000)		937900			Committed Fund Balance

Assigned			
(Function 938000)		938900			Assigned Fund Balance
Unassigned			
(Function 939000)		939900			Unassigned Fund Balance

Prior Year Restatement
For fiscal years ending June 30, 2011, districts will be required to implement the provisions of GASB 54. Reporting to the DPI using the above referenced account codes will be required. Submission of  reports will require the restatement of beginning of year fund balances using the new fund balance classifications. Audited financial statements which present prior years will be required to restate fund balances. If school districts present a CAFR the statistical section does not require restatement but must provide an explanation if amounts are not restated. Therefore, changes may be made prospectively but retroactive application is encouraged.
Conversion of Fund Balance Accounts

The following chart provides a schematic of the relationship between the former fund balance accounts and the newly created account classifications per GASB 54.
[image: ]
There is no one to one relationship between the former fund balance accounts so the specifics of each newly created fund balance classification should be reviewed in relationship to the contents of the former accounts. Districts should consult with their auditors regarding the proper reallocation of fund balances.

Stabilization Arrangements
Stabilization type arrangements have typically been used by governmental entities to set aside funds for use in emergency situations or when revenue shortages arise—(rainy day funds). GASB 54 has addressed the applicability of stabilization arrangements in terms of whether these types of arrangements satisfy the requirements of  “constraints” as defined per GASB 54. 

To be considered a stabilization arrangement for GASB 54 purposes, both of the following must be met:
· The formal action that imposes parameters for spending should describe specific circumstances under which a need for stabilization arises, and
· The circumstances should not be expected to occur routinely.
A district’s policy which requires a minimum fund balance to exist or that assigns all remaining fund balance as needed for cash flow would not meet the definition of a stabilization arrangement. A minimum fund balance policy is not sufficiently detailed to commit or assign the fund balance for a specific purpose. Setting aside a portion of fund balance for future cash flow would also not meet the definition of a stabilization arrangement as the lack of future cash flow purpose is of a nature which is expected to routinely occur.
In situations where there do exist valid stabilization arrangements in most cases these arrangements would meet the definition of “committed” fund balance.  To qualify as “restricted” fund balance there would need to be enabling legislation and this would be most unlikely.
Encumbrances
A fund balance constraint specific to encumbrances similar to “Reserve for Encumbrances” will no longer be reported as an encumbrance is not a purpose. For entities that use encumbrance accounting, if the existing resources have already been restricted, committed, or assigned, then the encumbrance has no impact on the fund balance classification. If existing resources to be used for encumbrances have not already been restricted, committed or assigned, the amount encumbered should be considered assigned.  Practically, this is only a consideration for the general fund because all existing fund balance in other funds is at least assigned.

Audits
Internal Audits including vouchers, bills, and cash accounting as directed in those policies will be done as they occur on a monthly basis. 
External audits will be conducted
Public and association libraries, public library systems and reference and research library resources systems that file annual reports with the State Education Department (SED) are NOT required to register with or file audit reports with the Attorney General’s Charities Bureau and therefore are NOT subject to the financial oversight / audit requirements of the Not-for-Profit Corporation Law §712-a.

SECTION 712-A
Audit oversight Not-for-Profit Corporation: (NPC) CHAPTER 35, ARTICLE 7 § 712-a. Audit oversight.
(a) The board, or a designated audit committee of the board comprised solely of independent directors, of any corporation required to file an independent certified public accountant's audit report with the attorney general pursuant to subdivision one of section one hundred seventy-two-b of the executive law shall oversee the accounting and financial reporting processes of the corporation and the audit of the
corporation's financial statements. The board or designated audit committee shall annually retain or renew the retention of an independent auditor to conduct the audit and, upon completion thereof, review the results of the audit and any related management letter with the independent auditor.
(b) The board, or a designated audit committee of the board comprised solely of independent directors, of any corporation required to file an independent certified public accountant's audit report with the attorney general pursuant to subdivision one of section one hundred seventy-two-b of the executive law and that in the prior fiscal year had or in the current fiscal year reasonably expects to have annual revenue in excess of one million dollars shall, in addition to those duties set forth in paragraph (a) of this section:
(1) review with the independent auditor the scope and planning of the audit prior to the audit's commencement;
(2) upon completion of the audit, review and discuss with the independent auditor: (A) any material risks and weaknesses in internal  controls identified by the auditor; (B) any restrictions on the scope of the auditor's activities or access to requested information; (C) any significant disagreements between the auditor and management; and (D) the adequacy of the corporation's accounting and financial reporting processes;
(3) annually consider the performance and independence of the independent auditor; and
(4) if the duties required by this section are performed by an audit committee, report on the committee's activities to the board.
(d) If a corporation controls a group of corporations, the board or designated audit committee of the board of the controlling corporation may perform the duties required by this section for one or more of the controlled corporations and, if independent directors, directors from one or more of such controlled corporations may serve on any designated audit committee of the board of such controlling corporation, and perform the duties required by this section for each corporation and any controlled corporations.
(e) Only independent directors may participate in any board or committee deliberations or voting relating to matters set forth in this section, provided that nothing in this paragraph shall prohibit the
board or designated audit committee from requesting that a person with an interest in the matter present information as background or answer questions at a committee or board meeting prior to the commencement of deliberations or voting relating thereto.

(f) Any corporation that is a state authority or a local authority as defined in section two of the public authorities law and that has complied substantially with sections twenty-eight hundred two and twenty-eight hundred twenty-four of such law shall be deemed in compliance with this section.
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