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Demystifying Your Fund Balance: The Rainy Day
Realities



Definition

“The use of the term fund balance is limited to governmental funds, where it is used to describe the
difference between a fund’s assets plus deferred outflows of resources and liabilities plus deferred
inflows of resources
Source: GAAFR Governmental Accounting, Auditing, and Financial Reporting




Definition - Continued

Five (5) Types of Governmental Fund Fund Balances
#1. Nonspendable
#2. Restricted
#3. Committed
#4. Assigned
#5. Unassigned
Source: GAAFR Governmental Accounting, Auditing, and Financial Reporting




Definition- Continued

Unassigned Fund Balance
....”As the chief operating fund of a government, however, it is perfectly reasonable for the general
fund to report total fund balance in excess of the four...”
Nonspendable, restricted, committed, assigned
Source: GAAFR Governmental Accounting, Auditing, and Financial Reporting




Definition- Continued

Unassigned Fund Balance
... In that case, the surplus would be labeled unassigned fund balance.”
Source: GAAFR Governmental Accounting, Auditing, and Financial Reporting




General Fund - What is it?

Chief Operating Fund of your organization. It's the checkbook that pays the bills,

Unassigned Fund Balance then is liquidity, in some respects, cash, needed on a daily
basis to pay ongoing expenditures




Example #1 - County of Alton

Balance Sheet

Cash
S 5,000,000

Assets (net of depreciation) S
5,000,000

Accounts Payable S
(500,000)

Long-term bonds payable, (current portion) S (1,000,000)

Unassigned Fund Balance S
(8,500,000)

Assets equal
$ 10,000,000




Example #2 - County of Brooks

Balance Sheet

Cash

S 2,000,000
Assets (net of depreciation) S 5,000,000

Accounts Payable
S (1,000,000)

Long-term bonds payable, (current portion) S (2,000,000)
Unassigned Fund Balance S (4,000,000)

Assets equal
$ 7,000,000

Liabilities and F/B equal S (7,000,00)

Therefore the balance sheet - balances




Discussion

You are potential bond holder: comparing the Counties of Alton and Brooks.
Assume, both counties are located in the same state and they join each other.

Which municipality would receive the better bond rating and therefore a lower interest
rate.

Why?




Why the Bond Rating Matters!

Alton County Borrows $20M for 20 years at a composite rate of 3.50%:

Total interest over 20 years:
S 3,700,001.

Brooks County Borrows $S20M for 20 years at a composite rate of 4.50%:

Total interest over 20 years:
S 4,757,144,

Interest savings:
$1,057,143.

for ease of analysis a flat $952,380 annual principal payment was used for both loan




Thinking Exercise

If you use Fund Balance this year?

What’s your plan next year to replace that Fund Balance?
l.e. Levy Limits? On-going cost increases?

What are the effects on your Bond Rating?

What happens inyears 2, 3,4, 5, ???

What happens if there is a major town-turn in the economy? l.e. “Great Recession?”




Fund Balance does not always
eqguate to cash!

County of Alton (after largest employer closed operations)

Balance Sheet

Cash

S 3,000,000
Unpaid/uncollected taxes S
2,000,000
Assets (net of depreciation) S 5,000,000
Accounts Payable
(500,000)
Long-term bonds payable, (current portion) S (1,000,000)
Restricted Fund Balance unpaid taxes S (2,000,000)
Unassigned Fund Balance
(6,500,000)
Assets equal
$ 10,000,000

4



Fund Balances # Cash

Adding up all your fund balances does not equal your available cash. (It doesn’t need to)

Example:
Some fund balances are tied to non-cash assets, like receivables or inventory.
Other fund balances are restricted or committed, meaning they can’t be spent
freely.

Snapshot + Fund Type = Context
Example: A county might show $10 million in fund balances, but only $4 million

may be available cash in the General Fund.

Always analyze:

Cash Flow

Fund Balance Classification

Timing of Revenues & Expenditures




Barron County Policy - Unassigned
Fund Balance

Barron County Rules and Procedures: 2.03 Section E., County Budget. Per SS 65.90 (a) (b)
and 59.18 (7)., Wis. Stats:

B. “Undesignated General Fund Fund Balance (100): “The County will maintain a
cash flow reserve in the amount not less than 25% or more than 35% of the annual
budgeted expenditures of the general fund excluding capital improvements,

Highway equipment and enterprise funds expenditures.”

J&N




Practical Application!

As part of Barron County’s annual budget preparation process we disclose and discuss

on many occasions what the County current unassigned fund balance is and what we
project it to be for the following year.

Also, discussed is what excess, (that amount over 33% will be used for), and that is for

non-recurring expenditures and/or application to the next year’s tax levy therefore
reducing the tax levy.

J &N




Why Establish a Fund Balance Policy?

Stability & Predictability: Ensures financial stability and consistency year-to-year.

Transparency & Accountability: Shows taxpayers and stakeholders that the county is
managing resources responsibly.

Bond Rating Impact: Helps credit agencies view your county as a lower risk, potentially
reducing borrowing costs.

Legal Compliance: Aligns with best practices and GASB Statement No. 54.




Key Elements of a Fund Balance
Policy

Target Ranges: Set a minimum and maximum percentage (e.g., 25%—35% of general
fund expenditures).

Use of Surplus: Define how fund balance in excess of the target range may be used (e.g.,
one-time capital, tax relief).

Replenishment Strategy: If balance falls below minimum, how will it be restored?

Responsibility: Designate who monitors and enforces the policy (e.g., finance director,
county board).




Recommended Fund Balance
Levels

Government Finance Officers Association (GFOA) recommends:

e Minimum: No less than two months (=16.7%) of regular general fund operating
revenues or expenditures.

e Example: Barron County sets 25%—35% of general fund expenditures. Price County

set a minimum of a 90-Day general fund balance of expenditures.




Sample Policy Language

The County will maintain an unassigned general fund balance between 25% and 35% of
the next year’s general fund operating expenditures. Fund balance above this level may
be used for one-time expenditures or to reduce the next year’s tax levy. If the fund

balance falls below 25%, the County will adopt a plan to restore it within three fiscal
years.”




Implementation Process

Review Current Fund Balance Trends (Peer Counties)
Set Targets with Stakeholders (Constituent Risk Level)
Incorporate into Budget Ordinance or Financial Policies (Make it official)

Communicate Policy During Budget Hearings (Let people know the why)

Monitor Annually and Adjust as Needed (Don’t set it and forget it)




Common Pitfalls to Avoid

Using fund balance for recurring costs (unsustainable).
Not tying use of surplus to a strategy (e.g., capital needs, debt reduction).
Ignoring fund balance in multi-year planning.

Failing to communicate the purpose to the public and rating agencies.




Disclosures on Fund Balance(s) -
Example Barron County

2025 $4,820,000 G.O. Debt Issuance: Re: Disclosure Obligations including Official
Statement for your Upcoming Municipal Securities Sale.

Pg., #10, Q. #25., ....”significant changes in the County’s financial position since the
audited financial statements?”....

e “Significant increases or decreases in fund balances either experienced or

anticipated.”




Disclosures on Fund Balance(s) -
Continued

2025 54,820,000 G.O. Debt Issuance: “Due Diligence Questionnaire”

Pg., #2., lll. Financial Statements:

Point: Changes in financial condition...........

Pg., #10., IX. Continuing Disclosure:

Point: Ongoing and continuing disclosure...........

Point: Is your entity actively monitoring and managing Unassigned Fund Balance




Fund Balance Is a Snapshotin Time

e A fund balance reflects the financial position at one point in time —typically the
end of a fiscal year.

e It shows assets, liabilities, and fund balance classifications on the balance sheet
as of that date.

e Example: On December 31, your county might show strong fund balances, but by
March 31, cash could be lower due to property tax collection timing and seasonal
expenses.

e Financial activity fluctuates throughout the year—budgeting requires looking

beyond the snapshot.




General Fund vs. Other Funds

e So far, we've focused on the General Fund, the county’s primary operating fund.
e Counties also have other funds with distinct purposes:

o Highway Fund: Dedicated to roads and infrastructure; often has restricted
or committed balances.

o Health & Human Services Fund: Program-specific revenues and
expenditures; fund balance might be assigned or restricted.

o Capital Projects Fund: Fund balance is typically committed to capital
purchases.

o Debt Service Fund, Enterprise Funds, Special Revenue Funds, etc.

e Key Point: Each fund has its own financial picture—fund balance policies should
focus primarily on the General Fund.




Questions??

We encourage you to reach out to your Administrator or Finance Director for specific

guestions to your County’s financial position.

Thank you!!

Jeff French: jeff.french@co.barron.wi.us

Nick Trimner: nick.trimner@co.price.wi.us
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