
FUND BALANCE AND STABILIZATION POLICY 
 
This policy establishes guidelines for preserving an adequate fund balance in order to 
sustain financial stability and to provide prudent management of the City’s financial 
reserves. Fund balance is a surplus of funds accrued from unexpended operating budgets 
and unanticipated revenues. 
 
Fund equity at the governmental fund financial reporting level is classified as “fund 
balance.” Fund equity for all other reporting is classified as “net assets.”    Generally, fund 
balance represents the difference between the assets and liabilities under the current 
financial resources measurement focus of accounting. 
 
 In the fund financial statements, the City’s governmental funds report fund balance 
classifications that comprise a hierarchy based primarily on the extent to which the City 
is bound to honor constraints on the specific purposes for which amounts in those funds 
can be spent. Fund balances are classified as follows:  
  
Non-spendable.   Fund balances are reported as non-spendable when amounts cannot 
be spent because they are either (a) not in spendable form (i.e., items that are not 
expected to be converted to cash) or; (b) legally or contractually required to be maintained 
intact.  
 
Restricted.  Fund balances are reported as restricted when there are limitations imposed 
on the use either through the enabling legislation adopted by the City, or through external 
restrictions imposed by creditors, grantors, or laws or regulations of other governments.  

 
Committed.  Fund balances are reported as committed when they can be used only for 
specific purposes pursuant to constraints imposed by formal action of the City Council 
through the adoption of a resolution. Only the City Council may modify or rescind the 
commitment.  

 
Assigned.  Fund balances are reported as assigned when amounts are constrained by 
the City’s intent to be used for specific purposes, but are neither restricted nor committed. 
Through Resolution, the City Council has authorized the City Manager or his or her 
designee to assign fund balances.  

 
Unassigned.  Fund balances are reported as unassigned as the residual amount when 
the balances do not meet any of the above criterion. The City reports positive unassigned 
fund balance only in the general fund. Negative unassigned fund balances may be 
reported in all funds. 
The City’s policy is to obtain and then maintain a minimum General Fund Balance and a 
related Stabilization Reserve equal to no more than three months or 25 percent of total 
annual operating expenditures.  
 
The Stabilization Reserve provides the City with a “rainy day” fund for use in unforeseen, 
unbudgeted emergency situations, such as rapidly declining real estate values and/or tax 



collection rates; the loss of a major taxpayer; sudden changes in revenues or spending 
requirements imposed by the state or federal government; natural disasters or emergency 
infrastructure failures; or unforeseen litigation.  
 


