
City of Muscatine, Iowa

General Fund Balance Policy

Adopted November 7,2013

Purpose of Policy

The purpose of this policy is to establish a key element of the financial stability of the City by setting
guidelines for the General Fund balance. The Unreserved/Unassigned General Fund balance is an
important measure of the City's financial stability. It is essential that the City maintain adequate levels of
General Fund balance to (1) mitigate financial risk that can occur from unforeseen revenue fluctuations,
(2) fund unanticipated expenditures including those which may result from natural or other disasters, (3)
provide cash flow liquidity to fund expenditures throughout the fiscal year, and (4) demonstrate financial
strength to credit rating agencies who assign bond ratings at the time general obligation bonds are sold.
Credit rating agencies determine the adequacy of the unassigned fund balance using a complex series of
financial evaluations. The size of the fund balance is an important, but not the only consideration in the
City's rating. Other important factors are the reliability of a government's revenue sources, economic
conditions, community wealth factors, cash position, debt ratios, management performance, and fiscal
decisions made by the legislative body.

Definitions

Fund Balance. The difference between assets and liabilities in governmental funds of the City, including
the General Fund, is Fund Balance.

The Governmental Accounting Standards Board (GASB), that establishes financial reporting rules for
governments, separates fund balance into five classifications that comprise a hierarchy based primarily on
the restrictions placed on the funds.

1. Nonspendable. This classification represents funds that are inherently nonspendable. Resources that
must be maintained intact pursuant to legal or contractual requirements are nonspendable, as well as
assets that will never convert to cash such as inventory or prepaid items

2. Restricted. These funds are limited by externally enforceable limitations on use. This includes
limitations from the entity providing the money, such as grantors. Also, this classification includes funds
with limitations placed by law or enabling legislation.

3. Committed. Funds in this classification are those with limitations the government places on itself. The
purpose of these funds is decided by Council action and also requires Council action to change the
purpose.

4. Assigned. Assigned fund balance has limitations based on the intended use of the funds. The assigned
use can be established by the City Council, the City Administrator, or Finance Director. This
classification includes outstanding purchase orders, funds assigned for future equipment purchases, funds
assigned for future grant commitments, and similar items.

5. Unassigned. Residual net resources, or the balance after restricted, committed, and assigned, are
classified as unassigned fund balance. This is the amount of fund balance that is available to address
emergencies and provide fiscal stability. This is the classification governed by this Fund Balance Policy.

1



2



3



4



5



6



7



8



9



10



11



12



13



14



15



16



17



18



19



20



21



22



23



24



25



26



27



28



29



30



31



32



33



34



35



36



37



38



39



40



41



42



43



44




