Governmental – Ch 5 – Sea Breeze City Continuing Problem
Things you need to know before you attempt to complete the Sea Breeze City Continuing Problem Ch 5:

Excel templates (without formulas) are provided at the Syllabus Web site: http://www.inette.com/nwtcnette/nwtc_syllabus_acctg_governmental_summer_2007.html
so that student time can be spent on concepts rather than setting up financial statement formats.

1. Prepare the combined fund financial statements for the governmental funds, proprietary funds and fiduciary funds using the data from the Chapter 4 Sea Breeze City transactions and the ending trial balance.  Ignore the reconciliations for now.  Students can discuss whether funds would be classified as major or non-major, however, for purposes of the exercise all funds should be displayed on the governmental and proprietary fund statements.  (The funds that would be classified as major are the General, Sea Breeze Marina, and Water Utility as they each meet the 10% and 5% criteria for total assets.)

Students can be given the following check figures before proceeding:

Governmental funds - total fund balances ending $22,877,000 and net change in fund balances $2,357,000.

Proprietary funds – total business-type activities net assets $8,260,000, business-type activities change in net assets $90,000, Internal service funds total net assets $62,000, Internal service funds change in net assets $2,000

2. Prepare the Beginning Trial Balance on the Governmental Funds Adjustment Spreadsheet

Hint: Remember to use the fund balances as of the beginning of the fiscal year (found in Chapter 4, problem 16).  

3. Prepare the Adjustment Worksheet.  Students should read through each step and complete those that are applicable.

Hint: Some of the information is found in Chapter 4, Problem 16.  Note that the Internal Service fund net income is allocated between the General fund and the Water Utility.

4. Transfer information from the Adjustment Worksheet onto the Adjustment Spreadsheet.

Hint: The information from 1.a. and 2.a. is entered into the Beginning Trial Balance column and all of the other entries go into the Adjustments column.  For every entry on the Adjustment Worksheet, there is a corresponding entry on the Adjustment Spreadsheet.

The depreciation on buildings is calculated over 40 years and the depreciation on equipment is calculated over 15 years.  Note for purposes of the example, no depreciation is accrued for equipment added during the year since a pro-ration date was not given.

5. Complete the Ending Trial Balance column on the Adjustment Spreadsheet.

6. Complete the reconciliation of the Governmental Funds Balance Sheet.  The ending net assets of governmental activities will equal the amount on the government-wide Statement of Net Assets.

Hints: Capital assets net of depreciation for governmental funds are the amount before the addition of Internal Service fund net assets.  Other long-term assets include the Deferred Revenue.  Internal Service funds net assets displayed are less the amount allocated to the Proprietary funds.  Long-term liabilities include all adjustments.

7. Complete the reconciliation of the Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balances.

Hint: Use only the net revenue (expense) of the Internal Service fund allocated to governmental activities.

8. Create the government-wide Statement of Net Assets.  Transfer Ending Trial Balance information from the Adjustment Spreadsheet into the governmental activities column.  Transfer information from the totals column from the Proprietary Funds Statement of Net Assets into the business-type activities column. Complete the totals column.

Hint: The fund balance for governmental funds from the Adjustment Spreadsheet will be adjusted to the net asset amount per the reconciliation of the Governmental Funds Balance Sheet.  Calculate the net assets invested in capital assets, include reserved fund balances as restricted net assets, and the remainder will be unrestricted.  Remember the allocation of Internal Service fund net income must be included as an asset Internal Balance (due from General fund) and as an increase in Unrestricted Net Assets.

9. Create the government-wide Statement of Activities.  Transfer Ending Trial Balance information from the Adjustment Spreadsheet into the governmental activities section and the general revenue section.  Transfer information from the totals column from the Proprietary Funds Statement of Revenues, Expenses, and Changes in Net Assets onto the business-type activities section.  Complete the totals column.

Hint: The allocation of Internal Service fund net income must be included as a reduction of expenses and increase in ending net assets.
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