City of Palm Coast
Fund Balance Policy
Proposed Revisions

The General Fund unassigned fund balance, at year end, will be between ten percent and
twenty percent of the following year’s budgeted expenditures. Unassigned fund balance
over twenty percent may be transferred to the Disaster Reserve Fund, if necessary to meet
the fund balance goal, or to the Capital Projects Fund. If the unassigned fund balance is
below ten percent at year end, a plan must be developed using increased revenues or a
reduction in expenditures to return the unassigned fund balance to ten percent or greater
within three years. If economic conditions cause a temporary loss of revenue, the
unassigned fund balance may be used to help alleviate the affects of the loss of revenue. If
the unassigned fund balance exceeds ten percent of the following year’s budgeted General
Fund expenditures, up to 50% of the amount over the ten percent minimum, may be used
to offset the shortfall. At no time should the unassigned fund balance be used to offset a
structural deficit since these types of deficiencies are considered to be permanent.

The Utility Fund unrestricted net position, at year end, will be between ten percent and
twenty percent of the following year’s budgeted operating expenses. Unrestricted net
position over twenty percent may be assigned to a rate stabilization fund or transferred to
the Utility Capital Projects Fund for utility system renewal and replacement. If
unrestricted net position is below ten percent at year end, a plan must be developed using
increased revenues or a reduction in expenses to return the unrestricted net position to ten
percent or greater within three years.

The Stormwater Fund unrestricted net position, at year end, will be between ten percent
and twenty percent of the following year’s budgeted expenses excluding capital
expenditures. Unrestricted net position over twenty percent may be assigned for future
system capital projects. If unrestricted net position is below ten percent at year end, a plan
must be developed using increased revenues or a reduction in expenses to return the
unrestricted net position to ten percent or greater within three years.

The Solid Waste Fund unrestricted net position, at year end, will be between five-ten
percent and ten—twenty percent of the following year’s budgeted operating expenses.
Unrestricted net position over ten percent may be assigned to a rate stabilization fund. If
unrestricted net position is below five percent at year end, a plan must be developed using
increased revenues or a reduction in expenses to return the unrestricted net position to five
percent or greater within three years.
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The Disaster Reserve Fund unassigned fund balance, at year end, will be at least two one
hundredths percent (0.02%) of the just value of all property in the City on July 1 of that
year. If the Unassigned fund balance is below the minimum amount at year end, a transfer
should be made from the General Fund in an amount sufficient to increase the fund balance
above the minimum amount, within two years. The Disaster Reserve represents a
committed fund balance within the General Fund. It can be used to address unanticipated
expenditures arising out of a hurricane, tornado, other major weather related events, and/or
other massive infrastructure failures or other disasters, whether man-made or caused by
nature, using emergency procedures as provided for in the City’s Purchasing Policy.

The Self Insured Health Fund unrestricted net position, at year end, will be a minimum
50% of the difference between the expected plan costs and the maximum plan costs as
determined annually by an actuarial calculation. Amounts in excess of this floor can be
used to hedge against future cost increases. If the unrestricted net position is below this
floor, a plan must be developed using increased premiums and/or a reductions in benefits
to return unrestricted net position to the minimum level within three years.

The Fleet Fund unrestricted net position, at year end, will be a minimum of the total
expected Fleet replacement cost divided by the average life of the Fleet. Amounts in
excess of this floor can be used to hedge against future cost increases and Fleet expansion.
If the unrestricted net position is below this floor, a plan must be developed using
increased internal lease charges to return unrestricted net position to the minimum level
within three years.

All other funds, including Special Revenue Funds and Capital Project Funds do not have a

fund balance requirement. Fund balances in these funds are dictated by revenue sources
and a schedule of capital projects.
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