Resolution No. 6-0509
IOWA COUNTY
STATEMENT OF POLICY ON THE ESTABLISHMENT

AND MAINTENANCE OF A DESIGNATION FOR
WORKING CAPITAL

Adopted by County Board Resolution Dated May 19, 2009

Policy Basis/Rationale

The lowa County Board of Supervisors is charged with protecting the public interest. In
this protective role, it is in the best interest of the Supervisors to have proper methods in

place to safeguard the assets of lowa County. Supervisors must use sound business logic
in stabilizing the tax levy. The following items are considered critical for improving the
financial stability of lowa County:

A. Preventing the arbitrary application of unreserved, undesignated funds to offset the
tax levies of various funds, the practice of which endangers the financial health of the
county.

B. Maintaining the highest possible bond rating to reduce the cost of long-term
borrowing to the taxpayers.

C. Providing sufficient cash flow for the operations of the County under all normal
conditions and under most unusual conditions without having to go to the market for
short-term borrowing.

D. The ability to earn interest on its funds in order to have direct reduction of property
taxes.

To address these critical items, this policy shall determine an appropriate level of

unreserved fund balances and retained earnings and shall prescribe maintenance of the
levels in accordance with the changing operations of the County.

Procedure

Concepts used in the formula:

Three (3) categories of funds should be included in the formula:

1. The general operating fund of the County — the General Fund.

2. Any fund requiring a tax levy with which to operate (i.e. Special Revenue, Debt
Service, Capital Projects and Enterprise).

3. Any fund that needs the pooled cash concept to operate.

The unreserved/undesignated fund balance is the only portion that shall be used in the
calculation.
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The total expenditure budget from the required funds shall be used to calculate the
working capital level required. An adopted base of twenty point zero percent (20.0%) of
the total expenditure budgets of the required funds shall be set. (The adopted base is the
point which the County strives to not let the fund balance reserve drop below in
order to maintain adequate working capital. If this would happen then steps would
be taken during the next fiscal year to replenish the fund balance reserve to the
adopted base.) The total expenditure budget from these funds shall include all operating
expenditures, debt service and outlay. The upper limit of twenty five point zero (25.0%)
of total expenditure budgets of the required shall be set. (The adopted upper limit is
the point which the County would not want the fund balance reserved for working
capital to go above. This would also be the point where any amount in excess of the
upper limit would be a consideration for application to the tax levy or other purpose
deemed appropriate by County Board (i.e., capital project).)

The formula shall have the flexibility to change as the operation for lowa County
changes.

The Fund Balance Designated for Working Capital for all funds shall be recorded in the
General Fund.

The formula is as follows:

1. Determine amount of total budget expenditures (including outlay and debt service)
for upcoming budget year including General Fund, Special Revenue Funds, levied
Enterprise Funds, Debt Service, and levied Capital Projects Funds.

2. Multiply by adopted base percentage specified in policy.

3. The product is the required working capital level.

4. List the prior year’s audited unreserved, undesignated fund balance.

5. Enter the current year’s estimated actual addition to or use of fund balance. This is
the net of current year revenues and expenditures projected to year-end level.

6. Enter the amount of budgeted use of, or addition to, fund balance for the upcoming
year.

7. Add the amounts in 4, 5 and 6 to project current year-end unreserved, undesignated
fund balance.
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8. Subtract amount from step 3 from amount from step 7.

9. The net difference from step 8. If positive, this is the amount available to offset
future tax levies or other purposes as deemed appropriate by County Board (i.e.,

capital projects). If negative, this is the amount that should be funded during the
present budget process.

10. Upper limit calculation, step 1 times upper limit of 25%.

Dated this 19" of May, 2009
Respectfully submitted by the lowa County Administrative Services Committee



