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Exercise Questions
1. The finance manager of a cash basis city tells you that $70,000 in the general fund is being set aside as savings for a future replacement of the policy building. This has been discussed with the city council before, but no formal resolution has been passed. The City is reporting the ending cash as “reserved” on their C4 statement. 

Is this correct?
2. A GAAP city discloses the following information about a material joint venture:

Wilson County and the City of Clear Lake operate jointly the Benjamin R. Wilson Recreation Center (BRWRC). The BRWRC operates a swimming pool, fitness center and six outdoor recreation fields for the county and city. The Center is governed by a six-member board composed of three appointees from the county and three from the city.

Wilson County and the City of Clear Lake are obligated to remit $350,000 annually to supplement the BRWRC’s operating revenues. Each participant is entitled to one-half of the BRWRC’s annual operating income. On dissolution of the joint venture, the assets will be shared equally between the county and city.

Wilson County’s equity interest in the BRWRC was $3,600,000 on December 31, 2013.

In 2013 the BRWRC reported $950,000 in operating income and remitted $260,000 to Wilson County. The county’s net investment and its share of operating results are reported in Parks Department fund (an enterprise fund).

Complete financial statements for the BRWRC can be obtained from the BRWRC’s administrative office at 4229 Wilson Ct. SW, Clear Lake, WA 94141 or from the county clerk’s office at the courthouse.

Does this disclosure contain all elements required?

3. Due to a cash shortage, the finance manager of a GAAP county made a no interest loan from the water fund to the general fund.

Is this loan an allowable use of restricted resources?
