
STKA City and Borough of Sitka
100 Lincoln Street • Sitka, Alaska 99835

MEMORANDUM

To: Mayor Hunter and Assembly Members
Keith Brady, Municipal Administrator

From: Jay Sweeney, Chief Finance and Administrative Officer

Date: October 17, 2017

Subject: Approve Re-appropriation (Roll-over) of Encumbered Balances as of
June 30, 2017

Issue:

Per Section 11.12 of the Home Rule Charter (SHRC), appropriations for encumbered funds
as of the end of the fiscal year do not lapse. To accomplish this Charter provision, a re-
appropriation of encumbered funds in the new fiscal year is required. Such re-appropriation
has historically occurred each year once fiscal year-end accounting has been finalized.

Facts:

1. Per the SHRC Section 11.12, encumbered appropriations do not lapse at the end
of the fiscal year:

"Every unencumbered surplus of the general fund ore service area shall lapse at
the close of the fiscal year to the general fund or service area, respectively. An
appropn'ation for a capital improvement shall not lapse until its purpose has been
accomplished or abandoned."

2. An encumbrance is a legally binding commitment by the Municipality for a
purchase which has yet to be finalized by receipt of the good or service which
has been ordered. Encumbered funds are normally documented by either a
purchase order or a contract.

3. Under governmental accounting rules and guidelines, an expenditure is recorded
in the fiscal year in which the expenditure transaction is completed, not the year
in which the purchase commitment is made. Thus, purchase commitments made
in a prior year (encumbrances) which are finalized in a later year (expenditures)
will be recorded in the year of the expenditure.






