From: Rick Tinsley

To: Gitta Ungvari

Cc: Rick Tinsley

Subject: ACFR Comments

Date: Wednesday, November 29, 2023 3:05:40 PM
[[EXTERNAL SENDER]

Hi Gitta,

Here are a couple of comments on the ACFR. Please share with the other
Commissioners.

Page 2, last paragraph: Prop tax is listed as 4.9% of GF revenues. | think there is a
digit missing, right?

Page 32,33: Actual expenditures ended the fiscal year at $5.3 million below final
budgeted expenditures. It is worth noting that ~$3.4M of the $5.3M of favorable
variance is due to vacancies. This chronic variance(due to budget padding) should

be somewhat smaller in the 2023-2024 budget with the addition of a modest vacancy
factor of 4.6% which corresponds to ~$1.7M (as described on page 36).

Thanks,

Rick

ATTACHMENT 3



From: phi Koen [

Sent: Thursday, November 30, 2023 7:47 AM
To: Wendy Wood <WWood@|osgatosca.gov>
Subject: Summary - Statement No. 34 (2).pdf

[EXTERNAL SENDER]
Hello Wendy,

| believe it would be informative to distribute the attached summary of GASB 34 to all members of
the FC so they gain a better understanding of the importance of a well written and easily understood
Management Discussion and Analysis section of the ACFR. At our up coming meeting | will be asking
the FC for feedback on the current MD&A draft.

Thank you.
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STATEMENT NO. 34 GUIDANCE

BASIC FINANCIAL STATEMENTS—AND MANAGEMENT'S DISCUSSION AND ANALYSIS—FOR STATE

AND LOCAL GOVERNMENTS Pronouncements

(ISSUED 6/99) Implementation Guldes (Issued
June 2015 or Later)
GARS

Preface

h s Statement estab shes new nanc a report ng requ rements for state and oca governments
throughout the Un ted States. When mp emented, tw create new nformaton and w restructure much
of the nformat on that governments have presented n the past. We deve oped these new requ rements
to make annua reports more comprehens ve and eas er to understand and use.

he GASB's rst concepts Statement,* ssued n 1987 after extens ve due process, dent es what we
be eve are the most mportant object ves of nanc a report ng by governments. Some of those object ves
reaf rm the mportance of nformat on that governments a ready nc ude n ther annua reports. Other
object ves po nt to a need for new nformaton. or th s reason, th s Statement requ res governments to
reta n some of the nformat on they currenty report, but a so requ res them to reach beyond the fam ar
to new and d fferent nformaton. hs Statementw resut n reports that accomp sh many of the
object ves we emphas zed n that concepts Statement.

*GASB Concepts Statement No. 1 Object ves of nanca Report ng

Retanng the am ar

Annua reports currenty prov de nformat on about funds. Most funds are estab shed by govern ng bod es
(such as state eg s atures, cty counc s, or schoo boards) to show restr ct ons on the p anned use of
resources or to measure, in the short term, the revenues and expend tures ar s ng from certan actvtes.
Concepts Statement 1 noted that annua reports shoud a ow users to assess a government's
accountab ty by ass st ng them n determ n ng comp ance wth nancere ated aws, ru es, and
regu at ons. or th s reason and others, th s Statement requ res governments to cont nue to present
nanc a statements that provde nformat on about funds. he focus of these statements has been
sharpened, however, by requ r ng governments to report nformat on about the r most mportant, or
"major,” funds, nc ud ng a government's genera fund. n current annua reports, fund nformaton s
reported n the aggregate by fund type, wh ch often makes tdf cut for users to assess accountab ty.

und statements a sow cont nue to measure and report the "operat ng resu ts" of many funds by
measur ng cash on hand and other assets that can eas y be converted to cash. hese statements show
the performance in the short term of ndvdua funds us ng the same measures that many
governments use when nanc ng the r current operat ons. or examp e, f a government ssues fteen year
debt to bu d a schoo, t does not co ect taxes nthe rstyear suf cent to repay the entire debt; t eves
and co ects what s needed to make that year's requ red payments. On the other hand, when
governments charge a fee to users for servces as s done for most water oreectrc ut tes fund
nformat on w cont nue to be based on accrua account ng (d scussed be ow) so that a costs of
prov d ng serv ces are measured.

Show ng budgetary comp ance s an mportant component of government's accountab ty. Many ctzens
regard ess of the r profess on partc pate n the process of estab sh ng the or gna annua operat ng
budgets of state and oca governments. Governments w be requ red to cont nue to prov de budgetary
compar son nformat on n ther annua reports. An mportant change, however, s the requ rement to add
the government's original budget to that compar son. Many governments rev se the r or g na budgets over
the course of the year for a var ety of reasons. Requ r ng governments to report the r or g na budget n



add t on to the r revised budget adds a new ana ytca d mens on and ncreases the usefu ness of the
budgetary compar son. Budgetary changes are not, by the r nature, undes rab e. However, we be eve that
the nformatonw be mportant n the nterest of accountab ty to those who are aware of, and
perhaps made dec s ons based on, the org na budget. tw aso a ow users to assess the
government's ab ty to est mate and manage ts genera resources.

Brng ng n New nformat on

he nanca managers of governments are know edgeab e about the transact ons, events, and cond t ons
that are re ected n the government's nanc a report and of the sca po c es that govern ts operat ons.

or the rsttme, those nanca managers w be asked to share ther ns ghts n a requ red
management's d scuss on and ana ys s (referred to as MD&A) by g v ng readers an object ve and eas y
readab e anays s of the government's financial performance for the year. h s anays s shoud prov de
users w th the nformat on they need to he p them assess whether the government's nanca poston
has mproved or deter orated as a resu t of the year's operat ons.

nanc a managers asow be n a better poston to provde th s anays s because for the rsttme the
annua reportw aso ncude new governmentw de nanca statements, prepared us ng accrua
account ng for a of the government's act vt es. Most governmenta ut tes and pr vate sector
compan es use accrua account ng. t measures not just current assets and ab tes butaso ongterm
assets and ab tes (such as capta assets, ncud ng nfrastructure, and genera ob gat on debt). taso
reports all revenues and all costs of prov d ng serv ces each year, not just those rece ved or pad n the
current year or soon after year end.

hese governmentw de nanca statements w he p users:

« Assess the nances of the government n ts entrety, nc ud ng the year's operat ng resu ts

« Determ ne whether the government's overa nanca poston mproved or deter orated

« Eva uate whether the government's current year revenues were suf c ent to pay for current year
serv ces

« See the cost of prov d ng serv ces to ts ctzenry

« See how the government nances ts programs through user fees and other program revenues
versus genera tax revenues

Understand the extent to wh ch the government has nvested n capta assets, nc ud ng roads,
br dges, and other nfrastructure assets
« Make better compar sons between governments.

n short, the new annua reports shou d g ve government of ¢ a s a new and more comprehens ve way to
demonstrate the r stewardsh p n the ong term in addition to the way they currenty demonstrate the r
stewardsh p n the short term and through the budgetary process.

E S

he GASB expresses ts thanks to the thousands of preparers, aud tors, academ cs, and users of
governmenta nanca statements who have part ¢ pated dur ng the past decade n the research,
cons derat on, and de berat ons that have preceded the pub cat on of th s Statement. We especa y
apprec ate the nput of those who part ¢ pated by becom ng members of our var ous task forces, wh ch
began work on th s and re ated projects as eary as 1985.

he GASB s respons b e for deve op ng standards of state and oca governmenta account ng and

nanc a reportng thatw (a)resut nusefu nformaton for users of nanca reports and (b) gu de and
educate the pub ¢, ncud ng ssuers, aud tors, and users of those nanc a reports. We have an open
dec s on mak ng process that encourages broad pub c part ¢ pat on.

Summary

h s Statement estab shes nanc a report ng standards for state and oca governments, nc ud ng
states, ctes, towns, v ages, and spec a purpose governments such as schoo d strcts and pub ¢
ut tes. testab shes that the basc nanca statements and requ red supp ementary nformat on (RS)
for genera purpose governments shou d cons st of:

« Management's discussion and analysis (MD&A). MD&A shou d ntroduce the basc nanca
statements and prov de an anayt ca overvew of the government's nanca actvtes. Athough t s



RS, governments are requ red to present MD&A before the bas ¢ nanc a statements.
« Basic financial statements. he basc nanca statements shoud nc ude:
o Government wide financial statements, cons st ng of a statement of net assets and a statement

of actvtes. Prepared us ng the econom ¢ resources measurement focus and the accrua bas s
of account ng, these statements shou d report a of the assets, ab tes, revenues, expenses,
and ga ns and osses of the government. Each statement shou d d st ngu sh between the
governmenta and bus ness type act vt es of the pr mary government and between the tota
pr mary government and ts d screte y presented component un ts by report ng each n separate
coumns. ducary actvtes, whose resources are not ava ab e to nance the government's
programs, shou d be exc uded from the government w de statements.

o und nanca statements cons st of a ser es of statements that focus on nformat on about the
government's major governmenta and enterpr se funds, nc ud ng ts b ended component un ts.
und nanc a statements a so shou d report nformat on about a government's duc ary funds

and component un ts that are duc ary n nature. Governmental fund nanc a statements
(ncudng nanca data for the genera fund and spec a revenue, cap ta projects, debt serv ce,
and permanent funds) shou d be prepared us ng the current nanc a resources measurement
focus and the mod ed accrua bas s of account ng. Proprietary fund nanc a statements
(ncudng nanca data for enterpr se and nterna serv ce funds) and duc ary fund nanca
statements (nc ud ng nanc a data for duc ary funds and s m ar component un ts) shou d be
prepared us ng the econom ¢ resources measurement focus and the accrua bas s of

account ng.

Notes to the nanc a statements cons st of notes that prov de nformat on that s essential to

o

a user's understand ng of the bas ¢ nanc a statements.

« Required supplementary information (RS ). n add t on to MD&A, th s Statement requ res budgetary
compar son schedu es to be presented as RS a ong w th other types of data as requ red by prev ous
GASB pronouncements. h's Statement a so requ res RS for governments that use the mod ed
approach for report ng nfrastructure assets.

Spec a purpose governments that are engaged n ony governmenta actvtes (such as some brary

d str cts) or that are engaged n both governmenta and bus ness type actv tes (such as some schoo

d str cts) genera y shou d be reported n the same manner as genera purpose governments. Spec a

purpose governments engaged ony n bus ness type actvtes (such as ut tes) shoud present the
nanc a statements requ red for enterpr se funds, nc ud ng MD&A and other RS .

mportant Aspects of MD&A

MD&A shou d prov de an object ve and eas y readab e anays s of the government's nanca actvtes
based on currenty known facts, dec s ons, or cond t ons. MD&A shou d nc ude compar sons of the
current year to the pr or year based on the government w de nformat on. t shou d provde an anays s of
the government's overa nanca poston and resu ts of operat ons to ass st users n assess ng whether
that nanca poston has mproved or deter orated as a resut of the year's actvtes. naddton, t

shou d prov de an anays s of s gn cant changes that occur n funds and s gn cant budget var ances. t
shou d a so descr be cap ta asset and ong term debt act v ty dur ng the year. MD&A shou d conc ude

w th a descr pt on of current y known facts, dec s ons, or cond t ons that are expected to have a

sgn cant effect on nanca poston or resuts of operat ons.

mportant Aspects of the Government w de nanc a Statements

Governments shou d report a capta assets, ncudng nfrastructure assets, n the governmentw de
statement of net assets and genera y shou d report deprec at on expense n the statement of actvtes.
nfrastructure assets that are part of a network or subsystem of a network are not requ red to be
deprec ated as ong as the government manages those assets us ng an asset management system that
has certa n character st cs and the government can document that the assets are be ng preserved
approx mate y at (or above) a condton eve estab shed and d sc osed by the government.

he net assets of a government shou d be reported n three categores nvested n capta assets net of
re ated debt, restr cted, and unrestr cted. h s Statement prov des a de nton of the term restricted.
Permanent endowments or permanent fund pr nc pa amounts nc uded n restr cted net assets shou d be
dspayed ntwo addtona components expendab e and nonexpendab e.

he government w de statement of act vt es shou d be presented n a format that reports expenses
reduced by program revenues, resu t ng n a measurement of "net (expense) revenue" for each of the
government's funct ons. Program expenses shoud nc ude a d rect expenses. Genera revenues, such
as taxes, and spec a and extraord nary tems shou d be reported separate y, ut mate y arrv ng at the
change n net assets for the per od. Speca tems are sgn cant transact ons or other events that are



e ther unusua or nfrequent and are w th n the contro of management.

mportant Aspects of the und nanc a Statements

o report add tona and deta ed nformat on about the pr mary government, separate fund nanc a
statements shou d be presented for governmenta and propr etary funds. Requ red governmenta fund
statements are a ba ance sheet and a statement of revenues, expend tures, and changes n fund
ba ances. Requ red propr etary fund statements are a statement of net assets; a statement of revenues,
expenses, and changes n fund net assets; and a statement of cash ows. 0 a ow users to assess the
re at onsh p between fund and governmentw de nanc a statements, governments shou d present a
summary reconc aton to the governmentw de nanca statements at the bottom of the fund nanc a
statements or n an accompany ng schedu e.

Each of the fund statements shou d report separate co umns for the genera fund and for other major
governmenta and enterpr se funds. Major funds are funds whose revenues, expend tures/expenses,
assets, or ab tes (exc ud ng extraord nary tems) are at east 10 percent of correspond ng tota s for a
governmenta or enterpr se funds and at east 5 percent of the aggregate amount fora governmenta
and enterpr se funds. Any other fund may be reported as a major fund f the government's of ca s

be eve that fund s partcuary mportant to nanca statement users. Nonmajor funds shou d be
reported n the aggregate n a separate coumn. nterna serv ce funds a so shou d be reported n the
aggregate n a separate co umn on the propr etary fund statements.

und ba ances for governmenta funds shou d be segregated nto reserved and unreserved categor es.
Propr etary fund net assets shou d be reported n the same categor es requ red for the government w de

nanc a statements. Propr etary fund statements of net assets shou d d st ngu sh between current and
noncurrent assets and ab tes and shou d d sp ay restr cted assets.

Propr etary fund statements of revenues, expenses, and changes n fund net assets shou d d st ngu sh
between operat ng and nonoperat ng revenues and expenses. hese statements shou d a so report

cap ta contr but ons, contr but ons to permanent and term endowments, spec a and extraord nary tems,
and transfers separate y at the bottom of the statement to arr ve at the a nc us ve change n fund net
assets. Cash ows statements shou d be prepared us ng the d rect method.

Separate duc ary fund statements ( nc ud ng component un ts that are duc ary n nature) a so shou d
be presented as part of the fund nanc a statements. duc ary funds shou d be used to report assets
that are he d n a trustee or agency capac ty for others and that cannot be used to support the
government's own programs. Requ red duc ary fund statements are a statement of duc ary net assets
and a statement of changes n duc ary net assets.

nterfund act vty nc udes nterfund oans, nterfund serv ces prov ded and used, and nterfund transfers.
h s act vty shou d be reported separatey n the fund nanc a statements and genera y shou d be
e mnated n the aggregated governmentw de nanc a statements.

Requ red Supp ementary nformat on

o demonstrate whether resources were obta ned and used n accordance w th the government's ega y
adopted budget, RS shou d nc ude budgetary compar son schedu es for the genera fund and for each
major spec a revenue fund that has a ega y adopted annua budget. he budgetary compar son
schedu es shou d present both (a) the or g na and (b) the na appropr ated budgets for the report ng
perod as we as (c) actua n ows, out ows, and ba ances, stated on the government's budgetary bas s.

h s Statement a so requ res RS for governments that use the mod ed approach for report ng
nfrastructure assets.

Effect ve Date and rans ton

he requ rements of th s Statement are effect ve n three phases based on a government's tota annua
revenues nthe rst sca year end ng after June 15, 1999. Governments w th tota annua revenues
(exc ud ng extraord nary tems) of $100 m on or more (phase 1) shou d appy th s Statement for per ods
beg nn ng after June 15, 2001. Governments w th at east $10 m on but ess than $100 m on n
revenues (phase 2) shou d appy th s Statement for per ods beg nn ng after June 15, 2002. Governments
wth essthan $10 m on n revenues (phase 3) shou d appy th s Statement for per ods beg nn ng after
June 15, 2003. Ear er app caton s encouraged. Governments that e ect eary mp ementat on of th s
Statement for per ods beg nn ng before June 15, 2000, shou d a so mp ement GASB Statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions, at the same t me. fa pr mary
government chooses eary mp ementat on of th s Statement, a of ts component unts a so shoud



mp ement th s standard ear y to provde the nanca nformat on requ red for the government w de
nanca statements.

Prospect ve report ng of genera nfrastructure assets s requ red at the effect ve dates of th s Statement.
Retroact ve report ng of a major genera governmenta nfrastructure assets s encouraged at that date.

or phase 1 and phase 2 governments, retroact ve report ng s required four years after the effect ve date
on the bas ¢ provs ons fora major genera nfrastructure assets that were acqured or sgn canty
reconstructed, or that rece ved s gn cant mprovements, n sca years end ng after June 30, 1980.
Phase 3 governments are encouraged to report nfrastructure retroact ve y, but may e ect to report
genera nfrastructure prospectvey ony.

Components of h s Statement

h s Statement cons sts of severa components. he deta ed author tat ve standards estab shed by ths
Statement are presented n paragraphs 3 through 166. Append x C prov des nonauthor tat ve ustrat ons
of MD&A; the bas ¢ nanc a statements requ red for a var ety of types of governments, such as towns,
schoo dstrcts, re dstrcts, and ut tes; notes to those nanc a statements requred by ths
Statement; and RS other than MD&A. he reasons for the Board's conc us ons on the major ssues are
d scussed n the Bas s for Conc us ons (Append x B). Append x D summar zes how the new standards
wou d be ncorporated nto the GASB's June 30, 1999, Codification of Governmental Accounting and
Financial Reporting Standards.

Un ess otherw se spec ed, pronouncements of the GASB appy to nanc a reports of a state and oca
governmenta enttes, nc ud ng genera purpose governments, pub ¢ bene t corporat ons and

author t es, pub ¢ emp oyee ret rement systems, ut tes, hosp ta s and other hea thcare prov ders, and
co eges and un verst es. Paragraphs 2 and 3 d scuss the app cab ty of th s Statement.
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