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City of North Port

City Commission Policy — Fund Balance Policy
Policy No: 2020-05

Resolution No: 2020-R-26

Approval Date: September 17, 2020

. FUND BALANCE CATEGORIES

Pursuant to GASB 54, fund balances will be reported in the categories set forth below.

A. Purpose. For increased financial stability, the City of North Port desires to manage its financial
resources by establishing fund balance percentages for selected funds. This will ensure that the
City maintains a prudent level of financial resources to protect against reducing service levels or
raising taxes and fees because of temporary revenue shortfalls, natural disasters or unexpected
one-time expenditures as well as to provide needed liquidity to continue operations.

B. Definitions.

1.

Fund Balance. Fund Balance is the difference between current fund assets and current fund
liabilities Fund balance is reported in five categories:

a)

b)

d)

e)

Nonspendable. Assets that will not or cannot be converted to cash within the current
period. The assets include advances to other funds, inventories, or other prepaid items.

Restricted. The portion of fund balance that is restricted by externally enforceable legal
restrictions. This includes revenue that is restricted for a particular purpose. The
restrictions can be imposed by creditors, grantors, contributors or taws.

Committed. The portion of fund balance constrained by the limitations the City
Commission imposes and which remain binding until the City Commission removes them.
Purchase orders or contracts that are rolled from the prior fiscal year to the new fiscal
year are committed resources.

Assigned. The portion of fund balance that reflects the City's intended use of assets. The
intended use can be established by the City Commission, delegated to a group
(management team), or delegated to the City Manager or Finance Director. Projects that
have been budgeted in prior fiscal years but are not complete are assigned the resources
necessary to complete if not committed under contract. This amount would represent
the portion of fund balance to be used in the subsequent year's budget or to accumulate
resources for a future capital project.

Unassigned. The remaining portion of fund balance that is not classified into the other
categories. Only the General Fund can have a positive balance. In other funds, balances
are assigned to the fund's purpose otherwise they would be accounted for in the General
Fund.



Spending Priority. When a governmental fund has multiple classifications of fund balance, the
expenditure is determined to reduce the restricted fund balances first, then committed fund
balance followed by assigned.

Surplus. The amount by which the fund balance_exceéds the upper limit of the adopted fund
balance percentages.

Shortfall. The amount that the fund balance falls below the adopted percentages.

Expenditures. All uses of financial resources, including operating and capital outflows and
debt service. For consistency, expenditures do not include other sources and uses of
resources in the fund unless there is a recurring transfer.

C. Surplus. If there is a surplus at fiscal year end, the operating funds should be appropriated as
follows:

1.

4.

5.

To cover any anticipated budgetary shortfalls in the current fiscal year or any shortfall
forecasted in the following five years;

To reduce long-term debt, if possible;
To deposit into a fund that stabilizes pension contributions to achieve a normal growth rate;
To fund pay-as-you-go capital projects or expenditures; and

To fund a capital asset renewal and replacement fund.

D. Shortfall. If there is a shortfall at fiscal year end, the fund balance is to be rebuilt through the
following mechanisms:

1.

2.

An appropriation during the next budget process to restore to the minimum requirements.

If this is financially infeasible, a written plan shall be forwarded by the City Manager to the
Commission for approval in order to restore the fund balance to an amount within the
acceptable percentages. This plan may require a reduction of services, increase in taxes or
fees, or some combination thereof.

Il. GENERAL FUND

The components of the General Fund Reserves should include, but not be limited to:

A. Emergency and Disaster Reserve.

The City should retain a reserve of twenty percent (20%) of the General Fund operating
expenditures. These funds are to be used, as declared appropriate by the City Commission, to
ensure the maintenance of services to the public during non-routine and unforeseen disaster
situations, including hurricanes and other weather-related events, environmental and other
natural disasters, and events that cause disruptions in public services. These funds, if used, must
be replenished.
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B. Economic Stabilization Reserve.

The City should maintain up to ten percent (10%) reserve of General Fund operating expenditures
to be used for short-term cash flow purposes or unanticipated expenditures of a non-recurring
nature, to meet unexpected immediate increases in service delivery costs, or to maintain service
levels in the event that an economic downturn should cause a shortfall in revenues. The City may
exceed the ten percent (10%) threshold if authorized by a majority vote of the City Commission.

lll. OTHER GENERAL GOVERNMENT OPERATING FUNDS

A. Building Fund.

1.

Emergency and Disaster Reserve. The City should retain a reserve of twenty percent (20%) of
the Building Fund operating expenditures. These funds are to be used, as declared
appropriate by the City Commission, to ensure the maintenance of services to the public
during non-routine and unforeseen disaster situations, including hurricanes and other
weather-related events, environmental and other natural disasters, and events that cause
disruptions in public services. These funds, if used, must be replenished.

Economic Stabilization Reserve. The City should maintain up to ten percent (10%) of Building
Fund operating expenditures to be used for short-term cash flow purposes or unanticipated
expenditures of a non-recurring nature, to meet unexpected immediate increases in service
delivery costs, or to maintain service levels in the event that an economic downturn should
cause a shortfall in revenues. The City may exceed the ten percent (10%) threshold if
authorized by a majority vote of the City Commission.

B. Fire Rescue District Fund.

L

Emergency and Disaster Reserve. The City should retain a reserve of twenty percent (20%) of
the Fire Rescue District Fund operating expenditures. These funds are to be used, as declared
appropriate by the City Commission, to ensure the maintenance of services to the public
during non-routine and unforeseen disaster situations, including hurricanes and other
weather-related events, environmental and other natural disasters, and events that cause
disruptions in public services. These funds, if used, must be replenished.

Economic Stabilization Reserve. The City should maintain up to ten percent {10%) of Fire
Rescue District Fund operating expenditures to be used for short term cash flow purposes or
unanticipated expenditures of a non-recurring nature, to meet unexpected immediate
increases in service delivery costs, or to maintain service levels in the event that an economic
downturn should cause a shortfall in revenues. The City may exceed the ten percent (10%)
threshold if authorized by a majority vote of the City Commission.

C. Road and Drainage District Fund.

1,

Emergency and Disaster Reserve. The City should retain a reserve of twenty percent (20%) of
the Road and Drainage District Fund operating expenditures. These funds are to be used, as
declared appropriate by the City Commission, to ensure the maintenance of services to the
public during non-routine and unforeseen disaster situations, including hurricanes and other
weather-related events, environmental and other natural disasters, and events that cause
disruptions in public services. These funds, if used, must be replenished.
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2. Economic Stabilization Reserve. The City should maintain up to ten percent (10%) of the Road
and Drainage District Fund operating expenditures to be used for short-term cash flow
purposes or unanticipated expenditures of a nonrecurring nature, to meet unexpected
immediate increases in service delivery costs, or to maintain service levels in the event that
an economic downturn should cause a shortfall in revenues. The City may exceed the ten
percent (10%) threshold if authorized by a majority vote of the City Commission.

D. Solid Waste District Fund.

1. Emergency and Disaster Reserve. The City should retain a reserve of twenty percent (20%) of
the Solid Waste District Fund operating expenditures. These funds are to be used, as declared
appropriate by the City Commission, to ensure the maintenance of services to the public
during non-routine and unforeseen disaster situations, including hurricanes and other
weather-related events, environmental and other natural disasters, and events that cause
disruptions in public services. These funds, if used, must be replenished.

2. Economic Stabilization Reserve. The City should maintain up to ten percent (10%) of the Solid
Waste District Fund operating expenditures to be used for short-term cash flow purposes or
unanticipated expenditures of a non-recurring nature, to meet unexpected immediate
increases in service delivery costs, or to maintain service levels in the event that an economic
downturn should cause a shortfall in revenues. The City may exceed the ten percent (10%)
threshold if authorized by a majority vote of the City Commission.

IV. ADDITIONAL INFORMATION

A. The City Manager or designee will determine all corresponding calculations and interpretation of
calculations of a definitive nature.

B. The Fund Balances will be Classifications of Balance or Net Position on the balance sheet of each
fund in the City's official financial records.

C. The Finance Department will calculate the reserve amount at the end of each fiscal year. The
Finance Department will examine the recovery of each Contingency/Emergency/Disaster Relief
Reserve after drawdown on an annual basis to determine the need for increases in fees/taxes or
expenditure reductions to ensure the funds are replenished within a two-year period. All other
reserves will be replenished to within the Budget Stabilization minimum percent in the ensuing
year.

D. The Finance Department will review this Fund Balance Policy as necessary for the possibility of
presenting proposed amendments to the City Commission.
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