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Topics/Agenda
 

• Goals of Training
• Understanding Fund Balance

• Recurring vs Non-Recurring
• How it Grows/Declines
• Cash Flows levels affect Fund Balance
• Fund Balance and Reserves are not necessarily 

synonymous 

• COA of Fund Balance on Balance Sheet
• Different classifications for different types of FB

• Budgeting Appropriation Reserve in the Budget
• Location 800 Program 9XXX Object 0840.

• Levels of Fund Balance

• Strategies
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What is Fund Balance?
 

• Fund Balance – What Is It? Fund Balance is the total 
accumulation of operating surpluses and deficits since the 
beginning of a local government's existence. 

• In the context of financial reporting, the term fund balance is 
used to describe the net position of governmental funds 
calculated in accordance with generally accepted accounting 
principles (GAAP).

• Fund Balance = Assets - Liabilities
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Fund Balance Characteristics
 

• Fund Balance either increases or decreases each year based on the 
difference between revenues and expenditures. 
• Surplus (Rev>Exp) adds to fund balance.  
• Deficit (Rev<Exp) reduces from fund balance.

• Fund Balance is Non-Recurring
• Best Practice-Don’t spend non-recurring money on recurring 

expenses. Or have a multi-year plan on how it the expense will 
be funded with recurring revenue.

• Fund Balance is a combination of required & planned set asides & 
“Reserve” funds.
• For many it allows for positive cash flows until March 10th 

property tax arrive.
• Fund Balance MUST be positive, cannot be negative!

• Negative Fund Balance triggers Office of State Auditor to notify 
Superintendent and BOE.
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Accounting for Fund Balance on 
the Balance Sheet
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Categories of Fund Balance (GASB 54)
Chart of Accounts

 
Fund Balance Reporting: 
Fund balance for governmental funds should be reported in 
classifications that comprise a hierarchy based primarily on the 
extent to which the government is bound to honor constraints on 
the specific purposes for which amounts in those funds can be 
spent. 
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Categories of Fund Balance on 
Balance Sheet (Source Codes listed)
 Nonspendable Fund Balance-(6710) Chart 

of accounts - 671X pages 139 
• The nonspendable fund balance classification includes 

amounts that cannot be spent because they are either (a) 
not in spendable form( i.e. inventories and prepaid) or (b) 
legally or contractually required to be maintained intact.

Examples of the Other Side of the Entry:
• Inventories (8171, 8172, 8173) = 6710
• Prepaid amounts (8181, 8182) = 6710
• Long-term Loans and Notes Receivable (uncommon) = 

6710
Not Counted as Reserve, but are Appropriated

• Remember, nonspendable fund balance is not liquid like 
cash. It shouldn’t be counted as a reserve for those 
purposes, it is appropriated
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Categories of Fund Balance on 
Balance Sheet (Source Codes listed)
 

Restricted Fund Balance- Chart of accounts - 
672X pages 139-140 

Amounts that are restricted to specific purposes should be 
reported as restricted fund balance. Fund balance should be 
reported as restricted when constraints placed on the use of 
resources are either:

a. Externally imposed by creditors (such as through debt 
covenants), grantors, contributors, or laws or regulations of 
other governments; or

b. Imposed by law through constitutional provisions or 
enabling legislation (TABOR).

c. Remember, these funds are restricted for a specific 
purpose and therefore should not be counted as a reserve.
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Categories of Fund Balance on 
Balance Sheet (Source Codes listed)
 Committed Fund Balance - Chart of accounts - 

675X page 140 
• Amounts that can only be used for specific purposes pursuant to 

constraints imposed by formal action of the government‘s highest level 
of decision-making authority (BOE) should be reported as committed 
fund balance. Those committed amounts cannot be used for any other 
purpose unless the government removes or changes the specified use 
by taking the same type of action (for example, legislation, resolution, 
ordinance) it employed to previously commit those amounts.

• Committed fund balance should incorporate contractual obligations to 
the extent that existing resources in the fund have been specifically 
committed for use in satisfying those contractual requirements.

• Develop a tracking method for spending of Committed and Assigned 
projects.

• Use SRE or Project Codes
• Remember, committed fund balance is committed for a specific 

purpose and therefore shouldn’t be counted as a reserve, but are 
appropriated, for those purposes.
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Categories of Fund Balance on 
Balance Sheet (Source Codes listed)
 

Assigned Fund Balance Chart of 
accounts-676X page 140  

Amounts that are constrained by the government‘s intent to be used for 
specific purposes, but are neither restricted nor committed, should be 
reported as assigned fund balance.
Intent, but not formal action should be expressed by (a) the governing 
body itself OR (b) a body (a budget or finance committee, for example) OR 
official to which the governing body has delegated the authority to assign 
amounts to be used for specific purposes.
Common examples include:
• Strategic Initiatives
• Annual Replacement Cycles: Capital, Curriculum, & Technology 

Purchases
• Develop a tracking method for spending of Committed and 

Assigned projects.
• Use SRE or Project Codes

Remember, assigned fund balances are assigned to specific projects and 
therefore shouldn’t be counted as a reserve, but are Appropriated.
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Contingency Fund
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Categories of Fund Balance on 
Balance Sheet (Source Codes listed)
 

Unassigned Fund Balance-Chart of accounts - 677X page 140 
• Unassigned fund balance is the residual classification for the general 

fund. This classification represents fund balance that has not been 
assigned to other funds and that has not been restricted, committed, 
or assigned to specific purposes within the general fund. The general 
fund should be the only fund that reports a positive unassigned fund 
balance amount. In other governmental funds, if expenditures 
incurred for specific purposes exceeded the amounts restricted, 
committed, or assigned to those purposes, it may be necessary to 
report a negative unassigned fund balance.

• Unassigned FB = Assets less Liabilities less Restricted, Committed, & 
Assigned Fund Balance.

• This is the number to use divided by GF Expense to communicate 
the “Reserve” %.
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Categories of Fund Balance on 
Balance Sheet (Source Codes listed)
 

Balance Sheet Wrap Up
• Each type of Fund Balance Category should be coded to the 

specific Balance Sheet Source code depending upon its 
specific characteristics.

• The Pipeline Report, Bolded Balance Sheet should Align 
with the published Audit report by category.
• The TABOR will almost always need to be adjusted, 

Increase or decrease using 6770 as the other account.

• Many GL systems “close” Revenue and Expense to 
6770.  Districts need to make manual journal entries to 
match the categories listed on the Audit.  

• Unassigned Fund balance is used to calculate “reserve” % to 
fund expense
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Balance Sheet Example
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Note: The “District” is a requirement of this specific  District’s Fund Balance Policy, but is still 
Unassigned



Budgeting for Ending Fund 
Balance in the Budget
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Budgeting Fund Balance Categories
 
Appropriated Resolution.  22-44-107(1)

(1) The board of education of each school district shall adopt an 
appropriation resolution at the time it adopts the budget.  The 
appropriation resolution shall specify the amount of money 
appropriated to each fund;  except that the operating reserve 
authorized by section 22-44-106(2) shall not be subject to 
appropriation for the fiscal year covered by the budget and except that 
the appropriation resolution may by reference incorporate the budget 
as adopted by a board of education for the current fiscal year.

It’s not an option to under appropriate the resources “Available”
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Budgeting Fund Balance Categories
 
Appropriated Reserve Expense Accounts

COA Balance Sheet-pages 139-140. Expense Account 
104-105 & FPP Handbook-pages 26-27  

• Reserve accounts are used in Budgeting ONLY. Actual 
expenses must be made in the proper expenditure 
account.

• Appropriated reserve are Ending Fund Balance     
(BFB+Revenue-Expense). It communicates total 
“Available” resources, not what is planned to be 
expended.

• Example Account Segment
• 10-800-00-9XXX-0840-000-0000

• 800 location is District Wide
• 0840 object is Contingency 
• 9XXX is specific program to specific category
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Budgeting Fund Balance Categories
 

Appropriated Reserve Expense Accounts
COA Balance Sheet-pages 139-140. Expense Account 104-105 & FPP 

Handbook-pages 26-27  
Concept:  Communicate the District’s Available Resources, not what it 

is planning on spending.
• Operating Reserves, If using, portion of Balance Sheet from 6770.  

Expense Program is 9100. An appropriated reserve available for 
emergencies.  Also can use 9900, other reserves. 

• Non-Appropriated Reserve BS=Portion of 6770. Expense=9200. A 
reserve considered to be not used in the current Fiscal Year.  Shall not 
exceed 15% of the Current General Fund expense budget. 

• For both, especially 9200, Glenn and I would ask, Why?  If something 
comes up and this reserve is needed, then the BOE has to do a 
supplemental and a new appropriation.  Why not just put it in Other 
Reserve 9900?  
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Budgeting Fund Balance Categories
 

Appropriated Reserve “Expense” Accounts
COA Balance Sheet-pages 139-140. Expense Account 104-105 & FPP 

Handbook-pages 26-27 

Restricted Fund Balance Source Codes (BS = Balance Sheet)
• Tabor Reserve BS= 6721, Expense Program=9321

• Multi-Year Obligation BS 6722, Expense Program=9322-0840

• District Emergency Reserve- Used when the 3% Emergency is designated real 

property (Letter of Credit or Real Estate) BS 6723 Expense Program=9321, 

Expense Program=9323. Colo. Preschool Program BS=6724, Expense 

Program=9324

• Risk-Related/Restrict Capital Reserve BS=6726, Expense Program=9326

• BEST Capital Renewal BS=6727, Expense Program=9327

• Total Program Reserve BS=6728, Expense Program=9328
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Budgeting Fund Balance Categories
 

Appropriated Reserve Expense Accounts
COA Balance Sheet-pages 139-140. Expense 

Account 104-105 & FPP Handbook-pages 26-27 

• Other Reserves BS= 675X, 676X, 677X 
Expense=9900.  Used to designate any other 
reserves not classifiable in the reserves previously 
listed. 
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Budgeting Fund Balance Categories
 

Appropriated Reserve Expense Accounts
Example

Again, there are no expenses applied to the 
Appropriated Reserve. It is the mechanism to 
communicate how much resources the District has 
available, not planning on spending. 
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Budgeting Fund Balance Categories
 

Example From Audit
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Budgeting Fund Balance Categories
 

Appropriated Reserve Expense Accounts 
Wrap Up

• Communicate all District’s available resources in the 
Budget, not what it is planning on being spent.

• Ensures that the District’s Appropriation is statutorily 
correct.

• No Expenses are ever booked to these accounts.  
Expense is booked to the proper Expenditure account.

• If Appropriated Reserve(i.e. Ending Funding Balance) 
is less than Beginning Fund Balance,
• Expenses are Higher than Revenue
• Beginning Fund Balance Resolution is needed.
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Balance Sheet & Budgeted 
Appropriation Example
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Fund Balance Levels & 
Strategies
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Appropriate Level Considerations
 

How much Fund Balance 

should a district have?

We need it for a “rainy” day
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Appropriate Level Considerations
 

• How knowledgeable is your “Leadership” about the 

District’s Budget/Finances?

• Are your Cash Bank Reconciliations done monthly, 

tying to the General Ledger?

• What is your cash flow consideration?

• How “Spendy” or “Thrifty” is your Superintendent 

and/or Board of Education?

• Do you have a Fund Balance Policy?
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Fund Balance Policy Criteria
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Example Poudre School District Fund Balance Policy

https://www.psdschools.org/sites/default/files/PSD/policies/DBAA.pdf


Fund Balance Policy Limits
Best Practice Sample
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Fund Balance Examples
What does your District Look Like?
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No Correct Answer, District Specific! Can be too high & too low



Levels of Fund Balance  

• There is no universal correct answer for all districts.
• Do you have Cash Flow Concerns?

• Districts with higher Local Property tax than State Share for Total Program.  
• Districts with high MLOs for operations.

• Which students deserve these resources?
• Does the BOE value having Fund Balance Growth? 
• Are you maximizing annual resources on the students that year?
• Are District’s audited budget to actual variances usually favorable in both 

Revenue and Expense, thus growing Fund Balance?
• How “Urgent” is your District’s Mission?

• Does the BOE value Fund Balance Growth more than expending resources 
on today’s students?

• Common Reserve Levels:
• Large Districts - 5-20% on top of the required TABOR reserve
• Medium Districts - 10-50% on top of TABOR reserve
• Smaller Districts - 15-100+% on top of TABOR reserve
• Remember, one month of expenditures equals 8.33%
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Appropriate Level
 

In establishing a policy governing the level of unrestricted fund balance in the general fund, a 

government should consider a variety of factors, including:

1. The predictability and timing of its revenues and the volatility of its expenditures (i.e., higher levels 

of unrestricted fund balance may be needed if significant revenue sources are subject to 

unpredictable fluctuations or if operating expenditures are highly volatile);

2. Its perceived exposure to significant one-time outlays (e.g., disasters, immediate capital needs, 

state budget cuts);

3. The potential drain upon general fund resources from other funds, as well as, the availability of 

resources in other funds;

4. The potential impact on the entity’s bond ratings and the corresponding  increased cost of borrowed 

funds;

5. 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).  Governments may deem it 

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.
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Questions to ask when considering fund balance

• What is my budget to actual variance for revenues?
• What is my budget to actual variance for Salaries & Benefits?
• What is my budget to actual variance for other expenses?
• Are we saving up for major expenses (BEST/Construction)
• Are certain schools/depts NOT spending their budget? Why?
• Are certain departments regularly overspending their budget?

• Do you have controls to prevent this?
• Is it a result of unforeseeable circumstances?
• Is it a recurring or non-recurring problem?
• Do you have a process to address these challenges on a regular basis?

• What is my budgeted recurring/non-recurring mismatch?
• What is the calculation of recurring revenues - recurring expenditures?
• If spending FB on recurring items, do I have a plan for how deficit 

spending will end?
• Do I have unusual non-recurring items included in my budget?

• Grants, especially ESSER, expire.  What is the plan when the revenue is 
not there.
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Strategies to Deploy Fund Balance

 • If thinking about spending Fund Balance and have a high FB%
• Use more aggressive budgeting. Actual Revenues less than  Actual 

Expenses will lower Fund Balance.  
• Need to understand historical actual to budget variances

• How up to date are the following replacement plan items:
• Vehicle Fleet (yellow and white fleet)
• Curriculum
• Technology
• Deferred Facility Maintenance

• Other non-recurring items:
• Staff Bonuses (with or without PERA)
• Professional Development
• Facilities always has needs (carpet, paint, mowers, plows, small 

equip, building improvements, etc)
• Special projects or events

• What is the plan to not have ongoing deficits if spending on recurring 
expenses
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Strategies to Deploy Fund Balance
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Strategies to Increase Fund 
Balance

 
• If trying to increase Fund Balance

• Revenues > Expenses will grow Fund Balance
• Budget pupil count conservatively 
• Budget revenues conservatively
• Make sure staffing budgets are accurate
• Build cushion into expenditure budgets in order to mitigate surprises
• Capture the savings from staffing vacancies
• Make sure you use modeling for more accurate expenditure 

estimates
• Consider leveraging alternative sources of revenue:

• Indirects on Nutritional Services(only applicable if you are not 
transferring money from GF) & Grants

• Investment Income
• Maximize State categoricals
• Capture General Fund savings from grant covered 

expenses-Supplanting issue-
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Strategies to Increase Fund 
Balance
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Wrap up & Conclusion
 

• Determine the correct categories of Fund Balance

• Use the Appropriation Reserve to accurately appropriated not only 
expected spending, but what is available to spend.

• Communicate with Superintendent and BOE to determine Fund 
Balance levels. Consider “assigning” unrestricted fund balance to 
cover replacement schedule items.

• Fine tune your budget to maximize resources on the students of 
today, while being prepared for the future.  After a January revised 
budget revenue variance can be +/- 2% & expenses can be +/-2-5%
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Specific Questions
 

• Mark Rydberg - 

Rydberg_m@cde.state.co.us

• Glenn Gustafson -

    Gustafson_g@cde.state.co.us
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