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FUND BALANCE POLICY 

General Fund - Several years ago, a policy was established by the BOF to reduce the 

General Fund's reliance on surplus to balance the budget.  The original plan was to 

reduce use of the General Fund Fund Balance from $3.66 million to zero in five years.  

Given economic realities, it was agreed the plan was too aggressive and unrealistic.  The 

fiscal 2016-16 budget amount was $195,000.  This chart shows the five year downward 
trend of budgeting the use of General Fund Fund Balance. Fiscal year 2016-17 

eliminates the use of Fund Balance to balance the General Fund budget. 

Policy Initiatives - (continued) 

Policy - General Fund - Fund Balances – Revised 2/25/14 

Original Fund Balance Policy Adopted by the Board of Finance on December 20, 

2000. 

Purpose: Governments should 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 emergency 

expenditures. 

Policy: The Board of Finance recognizes the importance of maintaining stable 

and adequate General Fund - Fund Balances and sets forth the following 

policy: 

1. Maintain ending General Fund total Fund Balances as a percent of

operating revenues at between 15% and 20%.
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2. Maintain General Fund Unassigned Fund Balances as a percent of 

operating revenues between 10% and 15%. 

 

Example: For Balances as of FYE - Audit June 30, 2015 

 

Fund Balances: 

  Unassigned       $ 26,605,958 

  Total        $ 31,716,983 

        Operating Budget 2015-2016            $185,005,865  

Ratios: at FYE Audit June 30, 2015 

 
(1) The total General Fund Balance as a percentage of operating 

budget:    17.14% 

 

(2) Unassigned General Fund Balances as a percentage of operating 

budget:     14.38%     

 

 

Exceptions: Exceptions and/or changes to this policy may be allowed under 

certain unique conditions to maintain flexibility in case of 

emergencies and one-time opportunities.   

 
 
 

 
 



TOWN OF CHESHIRE 
 

GENERAL FUND BALANCE POLICY 
 

 

 
The objectives of this policy are to preserve the credit worthiness of the Town; provide 
working capital for the Town to meet cash flow needs during the year; funding of 
reserves; to ensure a stable tax rate; and to fund one-time, emergency, unanticipated 
expenditure requirements or revenue shortfalls. 
 
In order to achieve the objectives of this policy, the following guidelines shall be 
adhered to: 

 

1. Maintain minimum General Fund Balance on a budgetary basis1 of 9.25% of 
the previous year’s budgetary expenditures. 

 

2. As part of the annual budget process, the Finance Director will estimate the 
surplus or deficit for the current year for all funds and prepare a projection 
of the year-end General Fund Balance.  This analysis coupled with an 
estimate of long-term liabilities will be studied in conjunction with the 
annual audit to understand the full state of the Town. Any anticipated 
balance in excess of the minimum General Fund Balance may be 
allocated/budgeted to accomplish the following goals: 

 

a. Fund reserves 
b. Avoid future debt 
c. Reduce debt service 
d. Provide direct mill rate relief 

 

3. Withdrawal of any amount of General Fund Balance in excess of the targeted 
minimum of the amount budgeted under (2) above, for the sole purpose of 
reducing the ensuing year’s property tax levy, may be made only upon a 
specific vote of the Town Council. 

 

4. The Town Council, by vote, can declare a fiscal emergency and withdraw 
any amount of General Fund balance for purposes of addressing the fiscal 
emergency.  Any such action must also provide a plan to restore General 
Fund Balance to the minimum balance within a five-year period. 

 

5. This policy will be reviewed by the Budget Committee every two (2) years 
following adoption or sooner at the direction of the Town Council. 

 

                                                 
1 General Fund Balance on a budgetary basis is defined as the general fund balance net of amounts assigned for the 

subsequent year’s budget. 



6. For financial reporting in accordance with Generally Accepted Accounting 
Principles (GAAP), fund balance will be reported in governmental funds 
under the following categories: 

 
Non-Spendable fund balance – Amounts which cannot be spent either 
because they are not in spendable form or because they are legally or 
contractually required to be maintained intact. 
 
Restricted fund balance – These amounts are restricted to specific 
purposes when constraints placed on the use of resources are either (a) 
externally imposed by creditors (such as debt covenants), grantors, 
contributors, or laws or regulations of other governments; or (b) imposed 
by law through constitutional provisions or enabling legislations. 
 
Committed fund balance – This represents amounts constrained prior to 
year-end for specific purpose by a government using its highest level of 
decision-making authority (Town of Cheshire Town Council). 
 
Assigned fund balance – Amounts constrained for the intent to be used 
for a specific purpose by a governing board or a body or official that has 
been delegated authority to assign amounts.  The Town Council 
delegates the Town Manager / Finance Director the authority to assign 
amounts to be used for specific purposes as per the Town Charter. 
 
Unassigned fund balance – The residual amount not allocated to any 
other fund balance category in the General Fund and any residual deficit 
balance of any other governmental funds.   

 
7. When both restricted and unrestricted amounts are available for use, it is the 

Town of Cheshire’s policy to use restricted resources first.  Additionally, the 
Town of Cheshire would first use committed, then assigned, and lastly 
unassigned fund balances.   

 
 

 
 

(Update - Adopted January 15, 2019) 






















