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Funds

and Fund Balances




Governmental Funds

* Types of Governmental Funds
® General Fund
® Special RevenueFunds (non-major)
® Debt Service Funds
® Capital/Construction Funds
® Proprietary Funds

® Internal Service Funds




General Fund

e Chief Operating Fund
® Records the operations of the City
® Records all assets and liabilities of the City that are not assigned

to a special purpose.




Special Revenue Funds

® Records activity for special purpose revenues.

® Revenue collected is restricted for a specific purpose.

® Examples
Food Pantry
Opera House

Seniors in need




Debt Service Fund

® Accounts for the accumulation of resources for the payment
of general long term debt principal, interest and related

costs.

¢ Collects revenue from other funds:
e TIF
e EMS
® Storm Water Utility

* Townships




Construction/Capital Funds

® Accounts for the funds accumulated for the purpose of

obtaining capital assets or other Capital projects.

® Borrowed Funds
® (Grants

e State Aid

® Transfers from other funds
Building Maint/Equip Maint
Storm Water Utility

Special Assessment Fund




Proprietary Funds

® Business Type Activities
e Utilities- Water, Sewer, Electric
e EMS
® Storm Water Utility




Governmental Fund Balances

5 Categories of Fund Balance
1. Nonspendable
2. Restricted
3. Committed

4, Assigned
5. Unassigned




1. Non-spendable.c ru

Includes fund balance
amounts that cannot be
spent either because the
are not in spendable form
or because legal or
contractual requirements
require them to be
maintained intact.

Examples
eInventories

*Long term portion of
receivables

°Principal of an
endowment

*Capital of a revolving
loan fund

*Assets that will not
convert to cash soon
enough to affect the
current period.

Non-Spendable
Delinquent Items
Prepaid Items
CVMIC Equity

Noncurrent
interfunds

Total Non-Spendable
Funds

S S S S
45,671 - - -
98,701 - - 58,350
257,805 - - -
650,791 - - -

$ $ $ $
1,052,968 - - 58,350

s
45,671

157,051

257,805

650,791

$
1,111,318
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Consists of fund balances that are
constrained to specific purposed by
their providers, through
constitutional provisions or by
enabling legislation.

Funds can become restricted because
of or through:

*Other Governments through laws
and regulations

*Grantors or contributors through
agreements

*Creditors through debt covenants
or other contracts

°Enabling legislations that limits how
revenue can be used.

.

2. Restricted

Governmental Funds

Restricted For:

Debt Service

Library

Impact Fees

TID Activities

CDBG

Total Restricted Funds

S
169,228

$
169,228

s

$

S S
- 169,228

s
195,410 195,410

S
286,251 286,251

S
5,399,415 5,399,415

S
6,374 6,374

$ $
5,887,450 6,056,678
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3. Committed:

Consists of fund balances that are constrained to specific purposes by the City
itself through formal action.

. Holiday - - - 10,322 10,322
Committed To:
Senior Center Wood
Shop - - - 4,206 4,206

S S S S S

Food pantry i i - 100,713 100,713 Senior Center

Special - - - 436,489 436,489
Landmarks - - - 1,437 1,437 Economic

Development - - - 11,069 11,069
Fire Dept Special - - - 35,846 35,846

Redevelopment - - - 12,158 12,158
K9 unit i L L 12,325 12,325 Special

Assessments - - - 77,589 77,589
Ambulance - - - 23,199 23,199 River Trail i ] i 1609 1,609
Opera House
Repair C - - 12,265 12,265 Tree Commission - - - 2,597 2,597
Township
Outreach - - - 3,181 3,181 Cemetery - - - 32,952 32,952
Tourism - - - 37,740 37,740
Seniors in need - - - 34,170 34,170 3 3 3 > >

Total Committed Funds - - - 849,867 849,867

/
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Assigned To:
. S S S S S
4 AS S I n e d Utility PILOT 733,509 ! ! ! 733,509
. Governmental Funds $
Safety Camp 19,791 - - - 19,791
. S
As51gned fund balance amounts are T e I ) ) —
funds the City intends to use for a $
specific purpose. Grants 93,002 - - - 93,002
Pool Sinking S
fund 10,333 - - - 10,333
S
Shop with a cop 2,457 - - - 2,457
Police Federal S
*Spendable fund balance amounts Grants 9,775 ! ! ; 9,775
that are intended for a specific Budget >
Appropriation 80,000 - - - 80,000
purpose. Liability s
. insurance loss 70,000 - - - 70,000
°Ass1gned fund balance does not have S
to have formal action to be Arts Council 4,650 - - - 4,650
. . $
considered assigned. Capital projects - ! 1,572,869 - 1,572,869
*Examples: >
P Capital outlay - - - 237,088 237,088
¢ Equipment Replacernent fund $
. Building Replacement fund Fire equipment - - - 35,908 35,908
*  Funds that were raised for a specific purpose: Equipment S
Replacement - - - 248,973 248,973
Troll Beach oy,
; Building S
Safety Camp Replacement - - - 249,948 249,948
Shop with a cop
Total Assigned $ $ $ S $

\ Funds 1,038,261 - 1,572,869 771,917 3,383,047

/
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5 . U n aSS i gn ed Governmental Funds

Unassigned fund balance amounts
are available funds. Resources in

excess of the other four categories.

Accumulated budgetsurpluses over | EAaaGan I NCORUPUREN Saedet ian e eince| o

the years.

*City’s formal fund balance policy $ $ $ $
Unassigned (deficit) S 3,231,239 - - (803,331) 2,427,908

e Maintain unassigned general fund balance
within a range of 20%-25% of general fund
budgeted expenditures.

*Current unassigned fund balance at
2015 year end is equal to 26.5% of
general fund budgeted expenditures.




City of Stoughton, Wisconsin
Fund Balance Policy

A formal written policy governing the purpose and acceptable range of the City’s various fund
balances is an effective financial management tool to responsibly utilize the City’s resources, to
ensure the continued provision of services to residents, and to demonstrate a commitment to long
term financial planning.

Although fund balance primarily focuses on the City’s general fund, financial resources available
in other funds should also be considered in assessing the adequacy of unrestricted fund balance
(i.e. the total of the amounts in the various fund balances reported as committed, assigned, and
unassigned). It is essential that the City maintain adequate levels of fund balance in the various
funds to mitigate current and future risks (e.g., revenue shortfalls and unanticipated
expenditures).

Credit rating agencies monitor levels of fund balance and unrestricted fund balance in a
government’s general fund to evaluate continued creditworthiness. Likewise, laws and
regulations often govern appropriate levels of fund balance and unrestricted fund balance for
state and local governments.

Fund balance will be classified into the following five categories depicting the relative strength
of the spending constraints placed on the purposes for which resources can be used, with the
highest level of constraint being “nonspendable,” and the lowest being “unassigned.”

1. NONSPENDABLE

Nonspendable fund balance amounts are those not in a spendable form or are required to be
maintained intact. Examples are:

e Assets that will never be converted to cash (i.e. inventories).
e Assets that will not convert to cash soon enough to affect the current period (i.e. long-
term portion of receivables and the nonfinancial assets held for resale such as land).

e Resources that must be maintained intact based on legal or contractual requirements (i.e.
principal of an endowment or the capital of a revolving loan fund).

2. RESTRICTED

Restricted fund balance amounts are constrained to specific purposes by their providers, through
constitutional provisions, or by enabling legislation. If amounts collected from the long-term
portion of receivables or from other long-term assets held for sale are also limited externally in
how they can be spent, they would be shown as restricted instead of nonspendable. Funds can
become restricted because of or through:



Other governments through laws and regulations.
Grantors or contributors through agreements.

Creditors through debt covenants or other contracts.
Enabling legislation that limits how revenue can be used.

3. COMMITTED

Committed fund balance amounts are constrained to specific purposes by the City itself, using its
highest level of decision-making authority. Committed fund balance amounts cannot be used for
any other purpose unless the City takes the same highest-level action to remove or change the
constraint. (Super Majority Vote)

e The action to commit the resources must be taken by the end of the reporting period.

e Note that any resources accumulated as “stabilization funds” are sometimes reported as
“committed.”

e If amounts collected from the long-term portion of receivables or from other long-term
assets held for sale are also limited internally, they would be shown as “committed”
instead of “nonspendable.”

4. ASSIGNED

Assigned fund balance amounts are funds the City intends to use for a specific purpose. Intent
can be expressed by the governing body or by an official or body to which the governing body
delegates the authority. The City Finance Director is authorized to designate funds as “assigned”
if the governing body does not express the intent of the fund.

e Assigned fund balance does not have to come from the governing body.

e Assigned fund balance does not have to have formal action to be considered assigned.

e Amounts in excess of “nonspendable,” “restricted,” and “committed” fund balance in
funds other than the general fund automatically will be reported as “assigned” fund
balance.

e If amounts collected from the long-term portion of receivables or from other long-term
assets held for sale are limited in this manner, they would be shown as “assigned” instead
of “nonspendable.”

e Amounts in “assigned” fund balance can never cause “unassigned” fund balance to be a
deficit.

e This is the category used to reflect the portion of existing fund balance that is planned for
use to eliminate a projected deficit in the subsequent year’s budget.

5. UNASSIGNED

Unassigned fund balance amounts are available for any purpose. If the general fund has net
resources in excess of the other four categories that surplus is considered “unassigned.”

e “Unassigned” fund balances are typically reported only in the general fund.



The order in which unrestricted resources are to be used when any of these amounts are available
for expenditure will be “committed,” “assigned,” and then “unassigned.”

GENERAL FUND BALANCE (RESERVE FUND)
An adequate general fund (Reserve Fund) balance provides resources to:

e Maintain sufficient working capital to finance operating expenditures without short-term
borrowing for cash flow purposes.

e Temporarily finance unanticipated expenditures or unusual fluctuation in the City’s
revenue sources.

In determining the acceptable range of general fund (Reserve Fund) balance, the City considers
the following:

e Historical stability of the City’s revenues, expenditures, and mill rate.

e Timing of revenue collections in relation to payments made for operational expenditures.

e Anticipated growth in the City’s valuation and/or services and programs to be provided to
City residents.

e Perceived exposure to significant one-time outlays (e.g. disasters, immediate capital
needs, state budget cuts)

e The potential drain upon general fund resources from other funds as well as the
availability of resources in other funds (i.e. deficits in other funds may require that a
higher level of unrestricted fund balance be maintained in the general fund, just as, the
availability of resources in other funds may reduce the amount of unrestricted fund
balance needed in the general fund).

e Liquidity (i.e. a disparity between when financial resources actually become available to
make payments and the average maturity of related liabilities may require that a higher
level of resources be maintained).

e Commitments and assignments (i.e. governments may wish to maintain higher levels of
unrestricted fund balance to compensate for any portion of unrestricted fund balance
already committed or assigned by the government for a specific purpose).

e Itis appropriate to exclude from consideration resources that have been committed or
assigned to some other purpose and focus on unassigned fund balance rather than on
unrestricted fund balance.

Accordingly, the City seeks to maintain its “unassigned” general fund balance (Reserve Fund) at
20-25% of total general fund annual budgeted expenditures. In addition, any amount at year end
in excess of the 25% will be allocated in the following manner:

1.) Funds in excess of the anticipated year end fund balance over the 25% will be
committed to stabilization of the City’s Maintenance Reserve funds (Equipment
Maintenance, Building Maintenance and IT Maintenance Funds).

2.) The remaining balance of the unused excess fund balance (Reserve Fund) each year
will be committed to “one-time” equipment purchases, projects, or expenses as
recommended by the Director of Finance and approved by the Common Council.



3.) In any given year, if there are no funds in excess of the 25%, there will be no
committed funds for “one-time” purchases as defined in item 2.

The Finance Committee will review the Reserve Fund annually following the City’s Annual
Audit to recommend allocations of excess Reserve Fund to the Common Council.

A 2/3 vote of the entire Common Council is required to allocate fund balance (Reserve Fund).
To maintain the City’s general fund balance (Reserve fund), the City shall:

e Strive to eliminate the budgeted use of fund balance.

e Allocate any operational surplus at the end of the fiscal year as detailed above, with
Council consideration given to requested carry over amounts, yet ensuring this policy’s
requirements are maintained.

e Caution shall be exercised to ensure the utilization of fund balance (Reserve Fund) does
not result in a spike in the required subsequent year tax levy.

e Annually where the “unassigned” fund balance (Reserve Fund) is in excess of the
recommended amount, the allocation of the excess shall be in accordance with the
previously stated section of this policy.

In addition, the City Council shall establish a contingency reserve account in the annual
operating budget to provide for unanticipated expenditures of a nonrecurring nature, or to meet
unexpected small increases in service delivery costs for any budget year. This account shall be
funded at a minimum of 0.1% (.001) and a maximum of 1.0% (.01) of the annual general fund
budgeted expenditures. The City Council may fund the contingency reserve account at a level
higher than the maximum 1.0% of the annual general fund budgeted expenditures if it deems the
action necessary.

It shall be the responsibility of the Finance Director to monitor the aforementioned reserve
balances on a regular basis and report material deviations to the City Council.



Governmental Funds
Governmental fund balances reported on the fund financial statements at December 31, 2015
include the following:

Fund Balances General Fund  Debt Service Construction  Nonmajor Funds Totals
Non-Spendable
Delinquent Items S 45,671 S - S - S - S 45,671
Prepaid Items 98,701 - - 58,350 157,051
CVMIC Equity 257,805 - - - 257,805
Noncurrent interfunds 650,791 - - - 650,791
Total Non-Spendable Funds S 1,052,968 S - S - S 58,350 $ 1,111,318
Fund Balances General Fund  Debt Service Construction  Nonmajor Funds Totals
Restricted For:
Debt Service S - S 169,228 §$ - S - S 169,228
Library - - - 195,410 $ 195,410
Impact Fees - 286,251 S 286,251
TID Activities - 5,399,415 S 5,399,415
CDBG - 6,374 S 6,374

Total Restricted Funds

S 169,228

5,887,450

6,056,678



Total Committed Funds

849,867 S

Fund Balances General Fund  Debt Service Construction  Nonmajor Funds Totals
Committed To:
Food pantry S - S - S - S 100,713 § 100,713
Landmarks 1,437 1,437
Fire Dept Special 35,846 35,846
K9 unit 12,325 12,325
Ambulance 23,199 23,199
Opera House Repair 12,265 12,265
Township Outreach 3,181 3,181
Tourism 37,740 37,740
Seniors in need 34,170 34,170
Holiday 10,322 10,322
Senior Center Wood Shop 4,206 4,206
Senior Center Special 436,489 436,489
Economic Development 11,069 11,069
Redevelopment 12,158 12,158
Special Assessments 77,589 77,589
River Trail 1,609 1,609
Tree Commission 2,597 2,597
Cemetery 32,952 32,952

849,867



Fund Balances General Fund  Debt Service Construction  Nonmajor Funds Totals

Assigned To:
Utility PILOT S 733,509 S - - S - S 733,509
Safety Camp 19,791 - - - S 19,791
Youth gift 14,744 - - S 14,744
Grants 93,002 - - - S 93,002
Pool Sinking fund 10,333 - - - S 10,333
Shop with a cop 2,457 - - - S 2,457
Police Federal Grants 9,775 - - - S 9,775
Budget Appropriation 80,000 - - - S 80,000
Liability insurance loss 70,000 - - - S 70,000
Arts Council 4,650 - - - S 4,650
Capital projects - - 1,572,869 - S 1,572,869
Capital outlay - - - 237,088 S 237,088
Fire equipment - - - 35,908 S 35,908
Equipment Replacement - - - 248,973 S 248,973
Building Replacement - - - 249,948 S 249,948
Total Assigned Funds S 1,038,261 $ - 1,572,869 §$ 771,917 $ 3,383,047

Fund Balances General Fund  Debt Service Construction  Nonmajor Funds Totals

Unassigned (deficit) S 3,231,239 S - - S (803,331) S 2,427,908
Total Governmental Funds $5,322,468.00 $ 169,228.00 $ 1,572,869.00 S 6,764,253.00 S 13,828,818.00
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