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  TOWN OF  
APPLE VALLEY, CALIFORNIA 

 
AGENDA MATTER 

 
 
 
Subject Item:   
 
FUND BALANCE POLICY FOR THE GENERAL FUND 
 
Summary Statement: 
 
On June 28, 2011, Town Council had adopted Governmental Accounting Standards 
Board (GASB) Statement No. 54, Fund Balance Reporting and Governmental Fund 
Type Definitions.  The requirements of this statement are intended to improve financial 
reporting by providing fund balance categories and classifications that will be more 
easily understood. The categories are more clearly defined to make the nature and 
extent of the constraints placed on a government’s fund balance more transparent.  
 
Part of the implementation of this statement for financial reports beginning with Fiscal 
Year 2010-11, is the formal approval of the reclassification of the various components of 
fund balance and formal approval of the fund balance policy for the General Fund which 
includes categorization of fund balance as promulgated by GASB 54.  
 
The previous components of fund balance were reserved fund balance, and unreserved 
fund balance. Unreserved fund balance was further separated into designated and 
undesignated. The new components are non-spendable, restricted, committed, 
assigned and unassigned as detailed and defined herein.   
 

(Continued) 
 
 
 
 
Recommended Action:  
 
Adopt Fund Balance Policy for the General Fund approving the reclassification of the 
various components of fund balance as defined in Governmental Accounting Standards 
Board (GASB) Statement Number 54. 

. 
 
Proposed by:  Marc Puckett, Director of Finance                                     Item Number________ 

 
T. M. Approval:                                                                             Budgeted Item   Yes    No   N/A 
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The purpose of this Policy is to establish a procedure for reporting unrestricted fund 
balance in the General Fund financial statements.  Certain commitments and 
assignments of fund balance will ensure that there will be adequate financial resources 
to protect the Town against unforeseen circumstances. Commitments and assignments 
may also be used to set aside funds for known events and repayments. 
 
The Town’s General Fund balance set aside for emergencies is proposed to be set at a 
minimum of twenty-five (25) percent of General Fund operating expenditures. This 
amount represents resources necessary to fund approximately three months of the 
General Fund’s operations. 
 
The current recommendation of the Government Finance Officers Association (GFOA) 
as a best practice is no less than two months of regular general fund operating 
revenues or regular general fund expenditures, with consideration given to a variety of 
factors, including the predictability of revenues and volatility of expenditures.   
 
As a newer public agency, The Town of Apple Valley is particularly susceptible to 
fluctuations in both areas, therefore the Town’s minimum level of emergency operating 
contingency reserves is set significantly higher (50% greater) than the level 
recommended by GFOA. As defined in the proposed policy, the specific uses are listed 
as the declaration of a state or federal state of emergency, or a local emergency. The 
Town Council may, by a majority vote of the members, change the amount of this 
commitment and/or the specific uses of these monies. 
 
Attachment:  
 
Fund Balance Policy for the General Fund 
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