
GENERAL POLICY REGARDING RESERVE FUNDS 
 
I. STATEMENT OF POLICY 
 
 The Town of Big Flats ("Town") is required to be in compliance with Governmental Accounting 
Standard Board Statement 54 (GASB 54), Fund Balance Reporting and Governmental Fund Type 
Definitions, for all fiscal years beginning after June 15, 2010.  Implementation of Statement 54 has 
provided an opportunity for the Town to define a minimum fund balance level for the Town's  Special 
Revenue Funds. 
 Purpose of Policy:   The purpose of this Policy is to establish a fund balance policy for each 
reserve fund to address the needs of the Town and establish adequate reserves to protect against 
unanticipated events that would otherwise adversely affect the financial condition of the Town and 
jeopardize the continuation of necessary public services. This policy will ensure the Town maintains 
adequate fund balances and reserves in the Town's General Fund to provide the capacity to: 
• Ensure sufficient cash flow for daily financial requirements; 
• Guard against significant economic downturns; 
• Protect against unforeseen expenditures related to emergencies; and 
• Maintain investment grade bond ratings; 
• Provide a framework to help guide budgetary decisions. 
 
II. CLASSIFICATIONS 
The Town shall comply with the reporting requirements of Article 3 of General Municipal Law of the 
State of New York and the Governmental Accounting Standards Board (GASB) Statement Number 54, 
Fund Balance Reporting and Governmental Fund Types Definitions. The Board authorizes the Supervisor 
to complete actions as necessary to comply with the requirements of GASB Statement No. 54: 
 
 A. Nonspendable: Amounts that cannot be spent because they are either (a) not in spendable 
form or (b) legally or contractually required to be maintained intact. 
 B. Restricted: Amounts that have constraints on resources that are (a) externally imposed by 
creditors (debt covenants), grantors, contributors, or regulations of other governments or (b) imposed 
by law through constitutional provisions or enabling legislation. 
 C. Committed: Amounts used for a specific purpose pursuant to constraints imposed by formal 
action of the Town's highest level of decision-making authority. 
  i. Amounts set aside based on self-imposed limitations established and set in place prior 
to the year end, but can be calculated after year end. 
  ii.  Required to be imposed by the Town Board only by adoption of a resolution or 
ordinance and requires the same action to remove or modify the limitation 
 D. Assigned: Amounts that are constrained by the government's intent to be used for specific 
purposes, but are neither restricted nor committed. Intent should be expressed by either the governing 
body itself or a body or official to which the governing body has delegated authority to assign amounts 
to be used for specific purposes. 
 E. Unassigned: Amounts that are not reported in any other classification. The General Fund is 
the only fund that will have a positive unassigned fund balance. 
 
III GENERAL RULES REGARDING ALL ALLOWED RESERVE FUNDS 
 
A. Reserve funds (which essentially are a legally authorized savings account for particular specific 
purposes) are an important component in the Town's financial planning for specific expenses, future 



projects, acquisitions and other lawful purposes. To this end, the Town may establish and maintain 
reserve funds in accordance with New York State laws. The Town will also consider rules and/or opinions 
issued by the New York State Comptroller when they are not in conflict with law. 
 
B. Town reserve funds must be properly established and maintained to promote the goals of creating an 
open, transparent and accountable use of public funds. The Town may engage independent experts and 
professionals, including but not limited to auditors, accountants and other financial and legal counsel, as 
necessary to monitor all reserve fund activity and prepare reports that the Town Board may require. 
 
C.  Obligations of the Town Board 
Make sure the following is provided for: 
1. The Board shall closely monitor the town’s budget by regularly determining if expected revenues are 
being achieved, if planned appropriations are being used as anticipated, and if moneys used from 
reserve funds are appropriate. 
2. The Board shall adopt a comprehensive reserve policy, herein, that clearly communicates to District 
taxpayers the purpose and intent for establishing each reserve fund, the manner in which the Board will 
fund and maintain each reserve fund, the optimal or targeted funding levels, and conditions under 
which each fund’s assets will be used or replenished. 
3. The Board shall regularly review all reserve funds and determine if the amounts reserved are 
necessary, reasonable and in compliance with statutory requirements. To the extent that they are not, 
transfers should be made to unrestricted fund balance, where allowed by law, or other reserves 
established and maintained in compliance with statutory directives. 
 
4.  This policy shall be reviewed as needed by this board. 
 
IV.  Spending policy for fund balances. 
 
The Town Board will determine the composition of its ending fund balance by applying its accounting 
policies regarding whether it considers restricted or unrestricted amounts to have been spent when an 
expenditure is incurred for purposes for which both restricted and unrestricted (committed, assigned, or 
unassigned) amounts are available. Similarly, within unrestricted fund balance, the classification should 
be based on the government's accounting policies regarding whether it considers committed, assigned 
or unassigned amounts to have been spent when an expenditure is incurred for purposes for which 
amounts in any of those unrestricted fund balance classifications could be used. If a government does 
not establish a policy for its use of unrestricted fund balance amounts, it should consider that 
committed amounts would be reduced first, followed by assigned amounts, and then unassigned 
amounts when expenditures are incurred for purposes for which amounts in any of those unrestricted 
fund balance classifications could be used. 
 
V.  Periodic review and annual report. 
 
A.  The Town Board and management will periodically review all restricted committed and assigned fund 
balances. The Town will prepare and submit an annual report of all restricted, committed and assigned 
funds for the Town Board. The annual report shall include the following information for each reserve 
fund. 
(1)  The type and description of the reserve fund. 
(2)  The interest earned on each reserve fund. 
(3)  Capital gains of losses resulting from the sale of investments of the reserve funds. 



(4)  The sum total increase and sum total decrease in the reserve funds. 
(5)  The ending balance in the reserve funds at fiscal year end. 
(6)  A summary statement of projected use and the need of the reserve funds. 
 
B.   The Board shall utilize the information in the annual report to discuss reserve fund balances and to 
adequately maintain necessary funds for the Town's long-term financial planning. The Board will be 
mindful of its role and responsibility as a fiduciary of public funds when acting on reserve fund issues. 
 
VI.   The following funds are the only ones that a Town such as Big Flats may set up: 
 

CAPITAL RESERVE FUND: 
To finance all or part of the cost of construction, reconstruction, or acquisition of: 
• A “specific” or “type” capital improvement 
• The acquisition of a “specific” or a “type” item(s) of equipment. 
The term “capital improvement” means: any physical improvement and any related preliminary studies 
and surveys; lands or rights in land; any furnishings, equipment, machinery, or apparatus for any 
physical improvement acquired at the time when such improvement is constructed, reconstructed, or 
acquired. 
The term “equipment” includes any equipment, machinery, or apparatus not included in the definition 
of capital improvement and for which a period of probable usefulness has been provided by law. 
Capital reserve funds may not be established for capital improvements constructed, reconstructed, or 
acquired or equipment acquired as follows: 
• On behalf of an improvement district or other similar district (other than a sewer and/or water district) 
located within a municipality 
• Where all or part of the costs are borne by assessments for benefit or ad valorem taxes upon real 
property within the area of benefited in a municipality (other than a sewer and/or water district). 
The action of a governing board establishing a specific capital reserve is subject to permissive 
referendum if an authorization to issue indebtedness for the same improvement or equipment is subject 
to either a permissive or mandatory referendum, except for fire districts.  There are no referendum 
requirements for expenditures made from a specific capital reserve fund. However, expenditures from 
specific capital reserve funds can only be made upon authorization of the governing board. 
Type Capital Reserves The governing board should authorize (by resolution) the establishment of a type 
improvement or equipment reserve but, there is no requirement to state an estimated maximum cost of 
the equipment or improvement in the resolution. 
A referendum is not required when establishing a type capital reserve fund, except in fire districts. 
For certain municipalities, expenditures made from a type capital reserve are subject to permissive 
referendum. If an authorization to issue indebtedness for the purchase of such improvement or 
equipment is subject to either permissive or mandatory referendum, then the expenditure of type 
capital reserve funds for the same purpose is generally subject to permissive referendum. 
An action subject to permissive referendum requires the municipality to publish and post a legal notice 
informing taxpayers of the board’s planned action, for example, the establishment of a specific capital 
reserve. The legal notice also informs eligible voters of their right to file a petition to require the matter 
to be subjected to voter approval. 
Bond resolutions are subject to permissive referendum unless the proposed maturity of the bonds is five 
years or less, or unless the bonds are issued to finance judgments and claims, sewers and capital 
improvements financed by benefit assessments, certain street and highway improvements, and 



incinerators and refuse disposal facilities. Bond resolutions may also be submitted to referendum by 
motion of the board 
Specific capital reserve fund.  With certain exceptions, generally a permissive referendum is required 
upon establishment, unless the period of probable usefulness of the specific capital improvement or 
equipment is less than five years. 
No referendum requirements for expenditures. 
Type reserve funds.  No referendum requirements for establishment. With certain exceptions, generally 
a permissive referendum is required prior to expenditure, unless the period of probable usefulness of 
the type capital improvement or equipment is less than five years. 
Capital reserve funds may generally be funded with: 
• Budgetary appropriations 
• Revenues not required by law to be paid into any other fund or account (e.g., transfers from 
unexpended balances of existing appropriations and surplus moneys). 
Highway fund moneys (in towns) may be used for the establishment of a capital reserve, so long as the 
moneys are expended for the purpose for which they were levied or received, and provided the town 
highway superintendent and town board consent and the county highway superintendent approves. 
Such moneys may be expended from the capital reserve only on order of the town highway 
superintendent, upon audit, and with the consent of the town board. 
a) Capital Reserve Balances Remaining After Completion or Acquisition If there is an unexpended 
(residual) balance remaining in a specific or type capital reserve after the capital improvement or item of 
equipment has been completed or acquired, the governing board may appropriate all or any part of 
such remaining balance to another capital reserve fund without referendum. An amount sufficient to 
satisfy all outstanding claims arising from the construction, reconstruction, or acquisition of the 
improvement or the acquisition of the equipment should remain designated for such claims until they 
are satisfied. Additionally, in a municipality, all or part of the unexpended balance of a capitalreserve 
established for a specific improvement or item of equipment that has been completed or acquired (less 
amounts required to satisfy all outstanding claims related to such improvement or equipment may be 
appropriated for. 
• An object or purpose for which bonds may be issued 
• The payment of interest on and principal of indebtedness (except indebtedness for assessable 
improvements and certain indebtedness excludable from constitutional debt limits) (Section 6-c [9-a]). 
b) Capital Reserve Balances Never Utilized Where a specific capital reserve has been established, and 
the improvement or item of equipment has not been acquired or completed, any transfer is subject to 
permissive referendum if the authorization for the creation of the reserve was subject to permissive 
referendum.  While subject to a public hearing with 15 days notice, unexpended balances may also be 
transferred to a Retirement Contribution Reserve Fund. 
See:  Local Finance Law, Section 11.00. Periods of probable usefulness 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
Some examples of specific and type capital reserves are as follows: 

 
 

 
 

Repair 
Reserve 
Fund 
(GML 
Section 
6-d) 

 
Purpose:  To pay for certain repairs to capital improvements or equipment. The type of repairs 
must not recur annually or at shorter intervals. 
 
There are no referendum requirements for the establishment of a repair reserve fund or for 
expenditures from the fund. A resolution appropriating moneys from a repair reserve fund is subject to 
a public hearing and at least five days must elapse between the publication of the notice of hearing and 
the date specified for the hearing. In an emergency, moneys in a repair reserve fund may be expended 
without giving notice and without holding a public hearing. To make such an emergency expenditure, 
the governing board must pass a resolution approved by at least a two thirds vote. In addition, at least 
one-half of the expenditure must be repaid in the next fiscal year and the balance repaid by the end of 
the fiscal year after that. 
 
All or any part of a repair reserve fund may generally be transferred to a capital reserve fund or to a 
contingency and tax stabilization reserve fund.  Subject to a public hearing with 15 days notice, 
unexpended balances may also be transferred to a Retirement Contribution Reserve Fund, established 
pursuant to GML Section 6-r. 
 
 

Contingency and Tax Stabilization Reserve Fund (GML Section 6-e) 
 
Purpose:  To finance certain unanticipated revenue losses or unanticipated expenditures 
chargeable to the “eligible portion of the annual budget,” and to lessen or prevent projected increases 
in excess of 2½ percent of the amount of the real property tax levy needed to finance the eligible 
portion of the annual budget. 
The law defines “unanticipated expenditure” as “an expenditure for a specific purpose for which there 
is no or insufficient appropriation or which will cause an appropriation to be insufficient that is 
necessitated by a change in federal or state laws, rules, or regulations, a court order, judgment or 
decree, a public emergency, or an industry-wide price, rate or premium increase, which takes effect or 
occurs after final adoption of the annual budget and which could not have been reasonably anticipated 
prior to final adoption of the annual budget.” 

 Capital Improvements Equipment 

Specific City Hall 
Town Garage 
County Jail 
Firehouse 
Sewage Disposal Plant 
Off-Street Parking Lot 

Pumper Truck 
Sanitation Truck 
Bulldozer 
Snowplow 
Ambulance 

Type Land 
Buildings 
Building Alterations 

Snow Removal Equipment 
Street Cleaning Equipment 
Highway Equipment 
Fire Apparatus 



An “unanticipated revenue loss” means “estimated revenue which is rendered not receivable because 
of a change in federal or state laws, rules or regulations, a court order, judgment or decree, or other 
circumstance, which takes effect or occurs after final adoption of the annual budget and which could not 
have been reasonably anticipated prior to final adoption of the annual budget.” 
The “eligible portion of the annual budget” means, in the case of a contingency and tax stabilization 
reserve fund established for: (1) a county, city, village, or fire district, the general fund portion of the 
annual budget; (2) a town, the town-wide general fund and highway fund portions of the annual budget; 
and (3) the part of a town outside any villages, the general and highway fund portions of the annual 
budget for such part of the town. 
 
Towns may create (for town-wide and part-town general funds and highway funds). 
 
How to Create:  Created by resolution of the governing board subject to permissive referendum. 
and Use:  Generally, may be used only upon recommendation of the chief executive officer 
and resolution adopted by at least two-thirds of vote of the governing board. 
Source of Funds:  Budgetary appropriations, unappropriated unreserved fund balance, and such 
revenues not required by law to be paid into any other fund or account. No amount may be 
appropriated for payment into a contingency and tax stabilization reserve fund that would cause the 
balance of the fund to exceed 10 percent of the eligible portion of the annual budget for the fiscal year 
for which the appropriation would be made. 
 
Special Limitation 
When preparing a tentative budget, if the current balance of the contingency and on Maximum tax 
stabilization fund exceeds 10 percent of the eligible portion of the annual budget 
Amount in Fund: For the current fiscal year, any excess must be used to reduce the amount of real 
property taxes needed to finance the eligible portion of the annual budget for the next fiscal year. 
There are three additional limitations on the use of moneys in the fund: 
• The maximum that may be used to finance an unanticipated revenue loss shall equal either the 
amount of revenue actually received for the base year or the amount of the estimated revenue for the 
current fiscal year, whichever is less, minus the amount of the revenue actually received for the current 
year. In addition, moneys in the fund may be used only to finance that portion of an unanticipated 
revenue loss which, as a matter of law, cannot be financed from 
moneys available in any other account or fund. 
• The maximum that may be used to finance an unanticipated expenditure shall equal the sum of the 
amount of the unanticipated expenditure and the amount appropriated for that purpose for the current 
fiscal year minus either the amount appropriated for that purpose for the current fiscal year or the 
actual expenditure for the same purpose in the base year, whichever is greater.  In addition, moneys in 
the fund may be used only to finance that portion of an unanticipated expenditure that, as a matter of 
law, cannot be financed from moneys available in any other account or fund. 
• The maximum that may be used to lessen or prevent a projected increase in excess of 2½ percent of 
real property tax levy needed to finance the eligible portion of the annual budget shall equal the 
difference between the projected amount of the real property tax levy and 102½ percent of the amount 
of the real property tax levy needed to finance the eligible portion of the annual budget for the current 
fiscal year. 
Use of Unexpended Funds: 
Subject to a public hearing on 15 days notice, unexpended balances may also be transferred to a 
Retirement Contribution Reserve Fund. 
 



Snow and Ice Removal and Road Repair Reserve (GML Section 6-f) 
 
Purpose:  To pay for the cost of removal of snow and ice from public thoroughfares and public places of 
a municipal corporation, and the cost of repairing and maintaining roadways to the extent that such 
damage was caused by the removal of snow and ice, provided that such snow and ice removal or repairs 
and maintenance are of a type not likely to recur annually or at shorter intervals. 
 
How to Create and Use:  A referendum is not required to establish this reserve. However, except with 
respect to emergencies as indicated below, a resolution appropriating moneys from this reserve fund is 
subject to a public hearing after prior public notice has been published. At least five days must elapse 
between the publication of the notice and the date specified for the hearing. 
 
In an emergency, moneys in this reserve may be expended without a public hearing, by resolution 
approved by at least a two-thirds vote of the governing board. At least one-half of the moneys expended 
must be repaid in the next fiscal year and the balance repaid by the end of the fiscal year after that. 
Sources of Funds:  Budgetary appropriation, revenues that are not required by law to be paid into any 
other fund or account (e.g., transfers from unexpended balances of existing appropriations, surplus 
moneys). 
 
Use of Unexpended Balances:  In general, all or any part of a reserve fund for snow and ice removal and 
road repair may be transferred to a capital reserve fund, a repair reserve fund, or a tax stabilization 
reserve fund. In addition, subject to a public hearing on 15 days notice, unexpended balances may also 
be transferred to a Retirement Contribution Reserve Fund. 
 

Reserve Fund for Payment of Bonded Indebtedness (GML Section 

6-h) 
  The Town of Big Flats has no such reserve fund. 
 

Unemployment Insurance Payment Reserve Fund (GML Section 6-

m) 
The Town of Big Flats has no such reserve fund. 
 

Insurance Reserve Fund (GML Section 6-n) 
The Town of Big Flats has no such reserve fund. 
 

Employee Benefit Accrued Liability Reserve Fund (GML Section 6-

p) 
The Town of Big Flats presently seems to have a fund like this in its “General Reserve Fund”.  The Town 
of Big Flats is not a suburban town so it cannot have a General Reserve Fund, which is limited to 
financing all, or part of, the cost of suburban town objects or purposes which have periods of probable 
usefulness of at least five years (other than objects or purposes for which reserve funds may be 
established under Town Law Sections 55-a and 55-b, see below).  Only suburban towns may have a 
Reserve Fund for Improvement District – Suburban Towns (Town Law Section 55-a) or a Reserve Fund 
for Judgments and Claims – Suburban Towns (Town Law Section 55-b) 
 



This reserve fund however is legal but should be removed from the category of “General Reserve Fund.” 
 
Purpose:  To pay for any accrued “employee benefit” due an employee on termination of the 
employee’s service. 
Expenditures may be made from an employee benefit accrued liability reserve fund for the payment of 
all or part of the cost, including interest, of: 
(a) The cash payment of the monetary value of accumulated or accrued and unused sick leave, holiday 
leave, vacation leave, time allowance granted in lieu of overtime compensation and other forms of 
payment for accrued leave time and benefits due to a municipal employee upon termination of 
municipal employment and separation from service “as required by ordinance, local law, collective 
bargaining agreement or Section six of the civil service law” 
(b) The reasonable costs of the administration of the reserve fund 
(c) Expert or professional services rendered in connection with the investigation, adjustment or 
settlement of claims, actions or judgments relating to claims for accrued employee benefits. 
How to Create and Use:  Created by resolution of the governing board. A referendum is not required 
either to create or expend moneys from the reserve. 
Sources of Revenue:  Budgetary appropriations, amounts from certain other reserve funds subject to 
permissive referendum, other funds that may be legally appropriated. 
Special Provisions:  No expenditure shall be made from an employee benefit accrued liability reserve 
fund for any employee benefit for which a reserve fund has already been established under any other 
provision of law. However, if a municipal corporation has previously established a reserve fund for a 
type of accrued employee benefits for which expenditures may be made from the employee benefit 
accrued liability reserve fund, the municipal corporation may, by resolution, discontinue such other 
reserve fund and transfer any unexpended balance to the employee benefit accrued liability reserve 
fund, subject to certain limitations. 
Use of Unexpended Balances:  If the governing body determines that such fund is no longer needed, 
any remaining moneys may be transferred to any other reserve fund authorized by the General 
Municipal Law (supported by the same tax base). 
 
 

NONE OF THE RESERVE FUNDS ABOVE REQUIRE SEPARATE BANK ACCOUNTS. 
 
ALL NEED A BOARD RESOLUTION TO BE ESTABLISHED AND SAMPLE 
RESOLUTIONS ARE EASY TO FIND. 
 
NONE OF THEM REQUIRE A REFERENDUM TO BE ESTABLISHED EXCEPT IF A 
PETITION IS FILED TO ESTABLISH A CAPITAL RESERVE FUND FOR BUILDING 
IMPROVEMENTS. 
 
A REFERENDUM PRIOR TO EXPENDITURE IS REQUIRED FOR EXPENDITURES 
FROM A CAPITAL RESERVE FUND FOR EQUIPMENT,  A CAPITAL RESERVE FUND 
FOR ROAD IMPROVEMENTS AND FOR EQUIPMENT  FOR WATER. 

 



BOARD AUTHORIZATION FOR EXPENDITURE IS REQUIRED FOR ALL THE FUNDS 
ABOVE EXCEPT FOR ANY EMPLOYEE BENEFIT ACCRUED LIABILITY RESERVE 
FUNDS. 
 
 
 
 
 
 
 
 
 
 
 
 
 


