OFFICIAL NOTICE AND AGENDA
Notice is hereby given that a public meeting will be held on the date, time and location shown below. Upon
attaining a quorum of members, all items listed on the agenda shown below may be considered (discussed and/or
acted upon).

Regular / Special Meeting:

Finance Committee

Date and Time:

Tuesday, June 7, 2022 at 7:30 pm

Location:

City Hall, 2000 N Calhoun Rd, North Conference Room

Members:

Aldermen: *Dave Christianson, Bob Reddin, Jason Anderson, Mike
Hallquist, Scott Berg, Jerry Mellone, Kathryn Wilson (*designates Chair)

(NUMBER OF MEMBERS NEEDED TO MEET QUORUM REQUIREMENTS: 4)

1. ROLL CALL
2. ANNOUNCEMENTS
a. The next regularly scheduled Finance Committee meeting is Tuesday, June 21, 2022.

3. MINUTES
a. Minutes of the May 17, 2022 regular Finance Committee meeting.

4. UNFINISHED BUSINESS
a. None.

5. NEW BUSINESS
a. Vouchers exceeding $50,000 requiring immediate action.
b. Finance Committee only item – review of City financial policies regarding operating budgets and
general fund balance.

6. ADJOURNMENT

ROBERT W SCOTT
FINANCE DEPARTMENT / DIRECTOR OF FINANCE AND ADMINISTRATION
6/3/22 AT 4:00 PM
ANY PERSON WHO HAS A QUALIFYING DISABILITY AS DEFINED BY THE AMERICANS WITH DISABILITY ACT THAT REQUIRES THE MEETING OR MATERIALS TO BE IN
AN ACCESSIBLE LOCATION OR FORMAT, MAY CONTACT THE CITY CLERK AT (262)782-9650 OR 2000 NORTH CALHOUN ROAD, FOR ACCOMMODATIONS.
REQUESTS FOR ACCOMMODATIONS FOR MEETINGS SHOULD BE MADE AT LEAST THREE (3) BUSINESS DAYS IN ADVANCE OF THE MEETING. EVERY EFFORT WILL
BE MADE TO ARRANGE ACCOMMODATIONS FOR ALL MEETINGS.

Finance Committee

6/7/22
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VOUCHERS EXCEEDING $50,000 REQUIRING IMMEDIATE ACTION
June 7, 2022

VISU-SEWER INC
2021 TELEVISE SANITARY SEWERS & LATERALS

TOTAL VOUCHERS

66,203.08

$

66,203.08

S:\VOUCHERS OVER $50K NEW:060722

MEMORANDUM / STAFF REPORT:
To:
From:
CC:
Date:
Topic:

FINANCE COMMITTEE
ROBERT SCOTT, DIRECTOR OF FINANCE AND ADMINISTRATION
MAYOR AND COMMON COUNCIL
JUNE 2, 2022
Review of operating budget and fund balance financial policies

As part of the review cycle for financial policies, the City’s operating budget policy (first adopted
in 2004) and fund balance policy (first adopted in 2000) are due for review in 2022. Attached to
this memo are copies of the existing policies.
Operating Budgets
This policy was adopted to document the City’s policies with respect to maintaining balanced
budgets, both for the general fund and the utility budgets, and to clarify the importance of the
operating budget as the City’s annual financial plan, including high-level descriptions of the
content of the budget. The policy was developed in accordance with best practices promulgated
by the Government Finance Officers Association.
This policy is more of a guiding principle rather than an operational prescription, and as such
should not be expected to change significantly between reviews. This is the case for the current
year’s review, as staff has no proposed changes to this policy at this time (the last changes made
in 2010 were merely language changes to revise the terminology for the components of fund
balance that became applicable when the City adopted new accounting standards in 2011 that
changed the categorization of fund balance elements). That being said, given some of the
potential challenges the City may be facing with respect to keeping budgets balanced, adherence
to this policy will be of more importance in the coming years.
Fund Balance
For the general fund, the year-end level of the general fund balance is guided by the City’s general
fund balance policy. That policy guidance, which was reviewed and affirmed in 2004, 2007, 2010,
2013, and 2019, has provided for a minimum unassigned general fund balance of two months, or
approximately 16%, of the subsequent year’s budget. This level was established by reference to
the City’s historical practices; policies from other communities; and guidance from Government
Finance Officers Association (GFOA) best practices, credit rating agencies, and other sources. The
policy also contains a maximum level of unassigned fund balance of 4 months, or 33%, of the
subsequent budget. As of December 31, 2021, the unassigned general fund balance was
approximately 30% of the subsequent budget, which is slightly lower than recent years due in

part to the budgeting of certain non-recurring capital expenditures in 2022 from expected 2021
general fund surplus and the inclusion of the federal grant funded firefighter positions. Total
general fund balance at December 31, 2021 was 36% of the ensuing budget.
I have attached for your reference the latest version of the GFOA best practice statement
regarding general fund balance. GFOA recommends that governments establish a formal policy
(as the City has done), and that at a minimum the unrestricted general fund balance should be
no less than two months of general fund revenues or expenditures. The best practice further
notes that a government’s particular situation may require a level of unrestricted fund balance
significantly higher than the recommended minimum level. This is consistent with the guidance
provided by GFOA in its publication, Financial Policies: Design and Implementation that indicates
that smaller municipalities generally should set the fund balance level at the higher end of the
range, both for working capital needs and to provide additional reserves for emergencies and
other contingencies due to higher susceptibility to economic changes.
As noted on numerous occasions by Carol Wirth, the City’s financial advisor, it is the expectation
of Moody’s Investors Service that the City would maintain these levels of fund balances to retain
our high credit rating (reiterated in the recent credit report on the 2021 borrowing). This is
particularly important given ongoing state tax levy limits. If a significant portion of fund balance
is used to reduce the levy in any given year, levy limits make it more difficult to restore fund
balances or add additional taxes in a future budget year to replace the use of fund balance as a
revenue source. In short, Moody’s has greater concerns about using fund balance in situations
where external revenue raising limitations are imposed.
Staff has reviewed the fund balance policy and has no suggested changes other than updating of
staff titles.
Summary
Staff requests the Committee’s review of these policies and affirmation of their continued use.
Should the Committee concur, the policies, including any modifications suggested by the
Committee, will be placed on a future agenda for adoption via Common Council resolution.
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BEST PRACTICES

Fund Balance Guidelines for the General Fund
Governments should establish a formal policy on the level of unrestricted fund balance that should be maintained in the general fund for
GAAP and budgetary purposes.

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). Budget professionals commonly use this same term to describe the net
position of governmental funds calculated on a government’s budgetary basis.1 While in both cases fund balance is intended to serve as a
measure of the financial resources available in a governmental fund; it is essential that differences between GAAP fund balance and
budgetary fund balance be fully appreciated.
1. GAAP financial statements report up to five separate categories of fund balance based on the type and source of constraints placed on
how resources can be spent (presented in descending order from most constraining to least constraining): nonspendable fund

balance, restricted fund balance, committed fund balance, assigned fund balance, and unassigned fund balance.2 The total of the
amounts in these last three categories (where the only constraint on spending, if any, is imposed by the government itself) is termed

unrestricted fund balance. In contrast, budgetary fund balance, while it is subject to the same constraints on spending as GAAP fund
balance, typically represents simply the total amount accumulated from prior years at a point in time.
2. The calculation of GAAP fund balance and budgetary fund balance sometimes is complicated by the use of sub-funds within the
general fund. In such cases, GAAP fund balance includes amounts from all of the subfunds, whereas budgetary fund balance typically
does not.
3. Often the timing of the recognition of revenues and expenditures is different for purposes of GAAP financial reporting and budgeting.
For example, encumbrances arising from purchase orders often are recognized as expenditures for budgetary purposes, but never for
the preparation of GAAP financial statements.
The effect of these and other differences on the amounts reported as GAAP fund balance and budgetary fund balance in the general fund
should be clarified, understood, and documented.
It is essential that governments maintain adequate levels of fund balance to mitigate current and future risks (e.g., revenue shortfalls and
unanticipated expenditures) and to ensure stable tax rates. In most cases, discussions of fund balance will properly focus on a
government’s general fund. Nonetheless, financial resources available in other funds should also be considered in assessing the adequacy
of unrestricted fund balance in the general fund.

GFOA recommends that governments establish a formal policy on the level of unrestricted fund balance that should be maintained
in the general fund for GAAP and budgetary purposes.3 Such a guideline should be set by the appropriate policy body and articulate a
framework and process for how the government would increase or decrease the level of unrestricted fund balance over a specific
time period.4In particular, governments should provide broad guidance in the policy for how resources will be directed to replenish
fund balance should the balance fall below the level prescribed.

Appropriate Level. The adequacy of unrestricted fund balance in the general fund should take into account each government’s own
unique circumstances. For example, governments that may be vulnerable to natural disasters, more dependent on a volatile revenue
source, or potentially subject to cuts in state aid and/or federal grants may need to maintain a higher level in the unrestricted fund
balance. Articulating these risks in a fund balance policy makes it easier to explain to stakeholders the rationale for a seemingly higher
than normal level of fund balance that protects taxpayers and employees from unexpected changes in financial condition. Nevertheless,
GFOA recommends, at a minimum, that general-purpose governments, regardless of size, maintain unrestricted budgetary fund balance
in their general fund of no less than two months of regular general fund operating revenues or regular general fund operating
expenditures.5 The choice of revenues or expenditures as a basis of comparison may be dictated by what is more predictable in a
government’s particular circumstances.6 Furthermore, a government’s particular situation often may require a level of unrestricted fund
balance in the general fund significantly in excess of this recommended minimum level. In any case, such measures should be applied
within the context of long-term forecasting, thereby avoiding the risk of placing too much emphasis upon the level of unrestricted fund
balance in the general fund at any one time. 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 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.

Use and Replenishment.
The fund balance policy should define conditions warranting its use, and if a fund balance falls below the government’s policy level, a
solid plan to replenish it. In that context, the fund balance policy should:
1. Define the time period within which and contingencies for which fund balances will be used;
2. Describe how the government’s expenditure and/or revenue levels will be adjusted to match any new economic realities that are
behind the use of fund balance as a financing bridge;
3. Describe the time period over which the components of fund balance will be replenished and the means by which they will be
replenished.
Generally, governments should seek to replenish their fund balances within one to three years of use. Specifically, factors influencing the
replenishment time horizon include:
1. The budgetary reasons behind the fund balance targets;
2. Recovering from an extreme event;
3. Political continuity;
4. Financial planning time horizons;
5. Long-term forecasts and economic conditions;
6. External financing expectations.

Revenue sources that would typically be looked to for replenishment of a fund balance include nonrecurring revenues, budget surpluses,
and excess resources in other funds (if legally permissible and there is a defensible rationale). Year-end surpluses are an appropriate
source for replenishing fund balance.

Unrestricted Fund Balance Above Formal Policy Requirement. In some cases, governments can find themselves in a position with an
amount of unrestricted fund balance in the general fund over their formal policy reserve requirement even after taking into account
potential financial risks in the foreseeable future. Amounts over the formal policy may reflect a structural trend, in which case
governments should consider a policy as to how this would be addressed. Additionally, an education or communication strategy, or at a
minimum, explanation of large changes in fund balance is encouraged. In all cases, use of those funds should be prohibited as a funding
source for ongoing recurring expenditures.

Notes:
1. For the sake of clarity, this recommended practice uses the terms GAAP fund balance and budgetary fund balance to distinguish
these two different uses of the same term.
2. These categories are set forth in Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance Reporting

and Governmental Fund Type Definitions.
3. Sometimes restricted fund balance includes resources available to finance items that typically would require the use of
unrestricted fund balance (e.g., a contingency reserve). In that case, such amounts should be included as part of unrestricted fund
balance for purposes of analysis.
4. See Recommended Practice 4.1 of the National Advisory Council on State and Local Budgeting governments on the need to
"maintain a prudent level of financial resources to protect against reducing service levels or raising taxes and fees because of
temporary revenue shortfalls or unpredicted one-time expenditures" (Recommended Practice 4.1).
5. In practice, a level of unrestricted fund balance significantly lower than the recommended minimum may be appropriate for
states and America’s largest governments (e.g., cities, counties, and school districts) because they often are in a better position to
predict contingencies (for the same reason that an insurance company can more readily predict the number of accidents for a pool
of 500,000 drivers than for a pool of fifty), and because their revenues and expenditures often are more diversified and thus
potentially less subject to volatility.
6. In either case, unusual items that would distort trends (e.g., one-time revenues and expenditures) should be excluded, whereas
recurring transfers should be included. Once the decision has been made to compare unrestricted fund balance to either revenues
and/or expenditures, that decision should be followed consistently from period to period.

This best practice was previously titled Appropriate Level of Unrestricted Fund Balance in the General Fund.

Board approval date: Wednesday, September 30, 2015

CITY OF BROOKFIELD
FINANCIAL POLICY/PROCEDURE MANUAL
SUBJECT:

OPERATING BUDGETS

General:

The objectives of this policy are to provide guidance to the Common Council,
Mayor, and City staff with respect to the annual budgets for City operations,
particularly with respect to balanced operating budgets. As the City must live
within its means, a balance must be struck between funding sources for operations
and expenditures, so that the public can realize the benefits of a strong and stable
government. Budget structural balance, where a balance is maintained between
operating revenues and operating expenditures over the long-term, is a goal of this
policy. Due to certain circumstances, an annual operating budget may be adopted
in which revenues and expenditures do not equal; however, the trend over the
longer term (e.g., 3-5 years) should achieve structural balance.

Procedures:

1. The City shall annually adopt a balanced budget for the General Fund where
operating revenues and other funding sources are equal to, or exceed,
operating expenditures. Funding sources that can be considered in adhering to
this provision include that portion of general fund balance in excess of the
minimum per the City’s fund balance policy that may be budgeted to reduce
the ensuing year’s tax levy. Any increase in expenditures, decrease in
revenues, or combination of the two that would result in a budget imbalance
during a fiscal year will be reported to the Finance Committee for
consideration of budget revisions or use of fund balance to support ongoing
operations. Any year end operating surpluses will revert to unassigned fund
balance for use in maintaining reserve levels set by policy, after consideration
of transferring appropriate amounts to committed or assigned categories
within the general fund or to other funds for specified purposes (for example,
to pre-fund planned capital expenditures and reduce future borrowing costs).
2. Enterprise funds (e.g., the water and sewer utilities) shall be supported by
their own rates and specified revenue sources, including property taxes as
deemed appropriate by the Common Council, and not be subsidized by the
General Fund. Enterprise funds will pay their share of overhead services
provided by General fund departments. Enterprise fund operating surpluses
will not be used to subsidize other City funds.
3. Sufficient charges shall be levied to operating departments to support
activities accounted for in the Internal Service Funds. No trend of operating
deficits in the Internal Service Funds shall be allowed.

4. The operating budget shall serve as the annual financial plan for the City and
as the policy document for implementing Council goals and objectives
outlined in the City strategic plan. The budget shall provide the staff the
resources necessary to accomplish Common Council determined service
levels. The City’s annual budget document will be presented by department,
with a logical breakdown of programs and line-item detail. Separate summary
budget information will also be presented for discussion and review by the
Finance Committee, Common Council and the public. Where practical, the
City's annual budget document will include performance measures of
workload, efficiency, and effectiveness to assist policy makers in making
resource allocation decisions.
5. Budget control is maintained at the fund, function and departmental level as
defined in the City budget transfer policy. Budget accountability rests
primarily with the operating departments of the City, with oversight by the
Finance Committee.
6. This policy will be reviewed by the Finance Committee every three years
following adoption or sooner at the direction of the Common Council.

Operating budget policy 2022 draft
Developed: 2/2004
Adopted: 2/2004
Revised: 6/2007
2nd revision: 8/2010
Reviewed (no revisions): 6/2013
Reviewed (no revisions): 7/2016
Reviewed (no revision): 7/2019
Reviewed: 6/2022

CITY OF BROOKFIELD
FINANCIAL POLICY/PROCEDURE MANUAL
SUBJECT:

GENERAL FUND BALANCE

General:

The objectives of this policy are to preserve the credit worthiness of the City for
borrowing monies at favorable interest rates; provide working capital for the City
to meet cash flow needs during the year and a comfortable margin of safety to
address emergencies and unexpected declines in revenue; and stabilize
fluctuations from year to year in property taxes paid by the City’s taxpayers.

Procedures:

In order to achieve the objectives of this policy, the following guidelines shall be
adhered to by the Common Council:
1. An unassigned general fund balance shall be maintained as of December 31 of
each year equal to a minimum of two months of the ensuing year’s budgeted
general fund expenditures, with a targeted maximum of four months of the
ensuing year’s budgeted expenditures.
2. The City will maintain appropriate commitments or assignments of general
fund balance for specified purposes, including but not limited to
contingencies, compensated absences, or similar items. Commitments and/or
assignments of general fund balance shall be made pursuant to appropriate
legislation (ordinance or resolution) adopted by the Common Council.
3. As part of the annual budget process, the Director of Finance and
Administration will estimate the surplus or deficit for the current year and
prepare a projection of the year-end unassigned general fund balance. Such
projection will include an analysis of trends in fund balance levels on an
historical and future projection basis. Any anticipated balance in excess of the
minimum unassigned general fund balance may be budgeted to reduce the
ensuing year’s property tax levy.
4. Funds in excess of the upper range of the unassigned fund balance target may
be considered to supplement "pay as you go" capital outlay expenditures
(including reduction of anticipated debt issues) or to prepay existing debt via
cash defeasance as allowable. Unassigned fund balance shall not be used to
support recurring operating expenditures.
5. Withdrawal of any amount of unassigned general fund balance in excess of
the targeted minimum of the amount budgeted under (3) above, for the sole
purpose of reducing the ensuing year’s property tax levy, may be made only
upon a 2/3 majority vote of the Common Council.

6. The Common Council, by a two-thirds vote, can declare a fiscal emergency
and withdraw any amount of general fund balances for purposes of addressing
the fiscal emergency. Any such action must also provide for necessary
appropriations to restore the unassigned general fund balance to the minimum
balance within a three-year period.
7. This policy will be reviewed by the Finance Committee every three years
following adoption or sooner at the direction of the Common Council.

fund balance policy 2022 draft
Developed and adopted: 3/2000
Reviewed (no changes): 2/2004
Revised: 8/2007
Revised: 9/2010
Reviewed (no revisions): 6/2013
Reviewed (no revisions): 7/2016
Reviewed (no revisions): 7/2019
Reviewed: 6/2022

