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Fund Balance/Reserve Policy
The elected officials and staff of the City of Blaine recognize their responsibility to carry out the duties of their respective offices on behalf of the citizens of Blaine.  Chief among these responsibilities is the proper financial management of the City.  In recognition of such, the City adopts the following Fund Balance Policy to make certain that adequate reserves are maintained in all operating funds so as to ensure that the City’s mission to provide on-going, quality municipal services and to bring about quality and balanced residential and commercial/industrial development through the teamwork of the City Council, City Commissions, City staff, and residents.  

Recognizing the need to maintain services as established within adopted budgets, the City of Blaine establishes the following policies for fund reserves:
General Fund
A. Whereas property taxes, the City’s major source of funding for general operations, are remitted to the City twice each year, and whereas expenditures occur consistently throughout the year, the need for the City to retain adequate year-end reserves to both maintain solvency and to meet cash flow needs is therefore established.  Thus, the City will retain a reserve in the General Fund of no less than 30% of the succeeding year’s budgeted expenditures to fund cash flow needs; 

B. And, whereas property taxes not paid in a timely manner jeopardizes the City’s ability to fund and maintain established service levels, therefore, the City will retain in the General Fund an amount equal to 5% of the current year’s gross property tax levy as a safeguard for property tax delinquencies;

C. And, whereas the City receives roughly $1.5 million annually from the State of Minnesota, and whereas the State has unilateral discretion to reduce or un-allot funding that is not guaranteed under the State’s Constitution, the City will retain in reserve an amount equal to State funding commitments that are not constitutionally guaranteed by the State.

D. Therefore, the following is established as the City of Blaine’s year-end fund balance reserve:

· Cash Flow/Service Maintenance – 30% of succeeding year’s budgeted expenditures

· Contingency equaling the sum of:

· 5% of current year’s tax levy

· Amount equal to budgeted discretionary State funding
E. The city Council may consider appropriating (for authorized purposes) all or any portion of the year-end fund balance that exceeds the policy level as established above.  Preferred use of fund balance includes funding capital projects or the purchase of capital items and for maintenance of general services or tax rate stabilization.
F. At the Council’s discretion, fund balance may be committed for specific purposes by resolution designating the specific use of fund balance and the amount.

Authority to Assign (All Funds)
The City Council authorizes the City Manager and/or the Finance Director to assign fund balance that reflects the City’s intended use of funds pursuant to this policy.
Flow Assumptions (All Funds)
When both restricted and unrestricted resources are available for use, it is the City’s policy to first use restricted resources and then use unrestricted resources as needed.  When committed, assigned, or unassigned resources are available for use, it is the City’s policy to use resources in the following order: (1) committed; (2) assigned; and (3) unassigned.
Definitions
Fund balance – the difference between assets and liabilities reported in a government fund. 

Non-spendable fund balance – amounts that are not in spendable form or are required to be maintained intact.
Restricted fund balance – amounts subject to externally enforceable legal restrictions.

Unrestricted fund balance – the total of committed fund balance, assigned fund balance, and unassigned fund balance.

Committed fund balance – amounts that can be used only for the specific purposes determined by a formal action of the government’s highest level of decision-making authority.  Commitments may be changed or lifted only by the government taking the same formal action that composed the restraint originally.

Assigned fund balance – amounts a government intends to use for a specific purpose; intent can be expressed by the government body or by an official or body to which the governing body delegates the authority.
Unassigned fund balance – residual amounts that are available for any purpose in the general fund.
