
Guiding Your Selection of a Fund Balance Target

Step 1. Determine your total score from the risk factors

19 Your total score from the risk factors  (calculated if you entered a score in other sheets)

Step 2. Preliminary Analysis
Compare your score from Step 1 to the guidelines below.

Your Score Analytical Guidance

8 - 16
You face minimal risk to retain through reserves. Consider a target equal to the GFOA minimum 
recommended reserve of 16.6% of revenues/expenditures.

17-24

You face a low to moderate level of risk to retain through reserves. Consider adopting a reserve target 
somewhat higher than the GFOA minimum (e.g. 17-25% of revenues/expenditures).  Since risk is low, do 
not invest excessive analytical effort in determining an exact target amount. Consider a short, informal 
benchmarking study with peer agencies to provide guidance.

25-31

You face a moderate to high level of risk to retain through reserves. Consider adopting a target amount of 
reserves significantly higher than the GFOA recommended minimum (e.g., 26 - 35%). Consider a short, 
informal benchmarking survey as a starting point, but then analyze your most significant risk factors to 
make sure they are adequately covered by what the survey suggests is reasonable.

32 - 40
You face a high level of risk to retain through reserves. Consider adopting a much higher target than the 
GFOA minimum (e.g., greater than 35%). Consider performing a more indepth analysis of the risks you face 
to arrive at target level of reserved that provides sufficient coverage. 

Step 3. Consider Impact of Government Size, Budget Practices, & Borrowing Capacity
For each driver pick which description best fits you and enter the appropriate number of points.

-4 Headcount
+2 We are under 5000 in population
0 We are between 5,000 and 30,000 in population
-4 We are over 30,000 in popultion

0 Budget Practices
-3 The budget has a formal contingency beyond what is being considered for this reserve.
-2 The budget has informal contingencies beyond what is being considered for the reserve.
0 The budget is lean and has no contingencies in it.

-3 Borrowing Capacity (Ask Debbie rating)

-3
We have excellent external and internal borrowing capacity, including a good rating, little existing debt, and 
political will to use it.

-2 We have some external and/or internal borrowing capacity and political will could be mobilized to use it.
0 We have little or no borrowing capacity.



Step 4. Consider Impact of Commitments/Assignments, Outsider Perceptions & Political Support
Place an "X" next to each statement that applies to you.

Commitments  and Assignments
We we have commitments or assignments that designate fund balance for uses other than retaining the 
types of risk described in this analysis. If so, these commitments/assignments should not be included in the 
total reserve used to reach your target.

Outisder Perceptions
x Rating agencies have given us a target level of reserve for getting a good rating. If so, use that target in 

place of or in addition to a benchmarking survey to provide guidance on starting point for your target. 
KCCD's 2017 Rating  - Moody’s: “Aa2”; S&P: “AA-”

x The public is likely to question reserve levels as too high. If so, be sure to document your analysis findings in 
the other sheets.

Political Support

x
The governing board places great weight on the policies of comparable jurisdictions. If so, conduct a 
benchmarking survey that includes governments the board preceives as relevant.
The board places great weight on rating agency recommendations. If so, tie the reserve target 
recommendation to rating agency recommendations or standards.
The board places great weight on GFOA recommendations. If so, use this analysis and GFOA's Best Practices 
to support your recommendation.

Step 5. Putting it All Together

A. Consider your adjusted risk score and re-consult the analytical guidance.
12 < Your adjusted risk score (risk score modified with results from Step 3)

B. Review results of Step 4. 
Review each item you checked from Step 4 and add the advice to your analytical guidance.

C. Proceed with finalizing target
Proceed with setting a final reserve target based on analytical guidance.


	Your Target

