
 

 

Development of Fund Balance Policy for the Dewey Beach General Fund 

 

The Town Commissioners have requested that the Investment, Budget and Finance, and Audit Committees assist 

them in the development of a general fund balance policy consistent with recommendations from the Town’s 

auditors. The attached documents provide a background overview of issues associated with such a policy for Dewey 

Beach, a description of best practice issued by the Government Finance Officers Association (GFOA), a copy of the 

preliminary policy that was adopted by the Town Commissioners in February 2020, the January 2021 balance sheet, 

and sample fund balance policies from other town governments.  
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Fund Balance Policy for the General Fund 

 

The past two Town financial audits have included recommendations for the development of a policy regarding 

minimum requirements for the general fund balance. In response to the FY 2019 recommendation, the Town 

developed a preliminary policy, but the FY 2020 audit noted that the “policy includes terminology/applications that 

are not aligned with governmental accounting and generally accepted accounting principles.” Both audits 

recommended that the Town consult best practices published by the Government Finance Officers Association 

(GFOA). 

The GFOA guidelines address the development of a “formal policy on the level of unrestricted fund balance that 

should be maintained in the general fund for Generally Accepted Accounting Principles (GAAP) and budgetary 

purposes.”. In defining unrestricted fund balance, the guidelines describe five categories of fund balances, as 

specified by the Government Accounting Standards Board (GASB), that may appear in GAAP financial statements: 

 Non-spendable - amounts that cannot be spent either because they are in a non-spendable form or because 

they are legally or contractually required to be maintained intact. 

 Restricted - amounts that can be spent only for specific purposes because of the Town charter or code, state 

or federal laws, or externally imposed condition by grantors or creditors. 

 Committed - amounts that can be used only for specific purposes as determined by formal action of the 

Town Council through ordinance or resolution. 

 Assigned - amounts that are designated by the Council or management with intent to be used for specific 

purposes but are neither restricted or committed by ordinance or resolution. 

 Unassigned - amounts not included in other spendable classifications. 

The total of the amounts in the last three categories is the unrestricted fund balance in GAAP terminology. The 

balance sheet for governmental funds in the Town’s FY 2020 audit (p. 14 of the Financial statements) shows how 

these fund categories are applied in Dewey Beach: 

Fund balances General Fund Beach Replenishment Fund Total Governmental Funds 

Nonspendable $64,142   $64,142 

Restricted $6,609 $4,757,625 $4,764,234 

Committed for 
streets 

$371,306   $371,306 

Assigned for 
comprehensive 
plan 

$109,969   $109,969 

Assigned for 
legal and 
litigation 

$36,240   $36,240 

Assigned for 
public safety 

$1,005   $1,005 

Unassigned $2,659,013   $2,659,013 

 



 

 

Thus, according to the GFOA guidelines and GAAP terminology, the total of those funds shown as Committed, 

Assigned, and Unassigned would be considered the unrestricted fund balance for Dewey Beach. 

The Unassigned portion of the unrestricted fund balance includes amounts that are reported in the monthly balance 

sheets as: 

 Total 1000000 · General Fund   

 1000170 · Brown Advisors – Combined  

The General Fund is a combination of current year revenues and past budget surpluses. It also includes proceeds 

remaining from the auction of surplus military equipment acquired by the Police Department. Although no 

Committed or Assigned fund was established for the auction proceeds, the Commissioners have reserved these funds 

for police-related purposes, and the balance of these funds is now tracked in the monthly balance sheet. 

The Brown Advisors total represents cash and cash equivalent investments that have accumulated from previous 

budget surpluses and have not been assigned a specific use. Five percent of each month’s transfer tax revenues are 

placed in the Brown Advisory account as required by the reorganization of self-committed fund accounts approved 

by the Commissioners last year.  

 

Determining a Policy for the Town 

The GFOA guidelines describe several factors that should be considered in establishing a policy: 

 Predictability of revenues and the volatility of expenditures 

 Perceived exposure to significant one-time outlays 

 Potential drain upon general fund resources from other funds 

 Potential impact on the entity’s bond ratings and the corresponding increased cost of borrowed funds 

 Commitments and assignments already made for a specific purpose. 

GFOA recommends, at a minimum, that general-purpose governments maintain unrestricted fund balance in their 

general fund of no less than two months of regular general fund operating revenues or regular general fund 

operating expenditures. The guidelines also note that it may be appropriate to exclude from consideration resources 

that have been committed or assigned to some other purpose and focus on unassigned fund balance, rather than on 

unrestricted fund balance. 

The fund balance policy must also describe conditions under which funds would be drawn from the unrestricted fund 

balance and the process that would be followed to replenish the account. 

Several attachments are included for additional background: 

 The GFOA guidelines 

 The Town’s preliminary policy adopted February, 2020 

 January 2021 Balance Sheet 

 Article on General Fund Balance discussion at Berlin, MD Town Council 

 Sample Fund Balance Policies: 

o Town of Carey, North Carolina 

o Grand View, Missouri 


































