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To: Board of Selectmen Members 

From: Thomas W. Giard III, Superintendent 

Re: Request for Special Appropriation for Reading Textbooks 

Date: January 2, 2024 

 

On December 1, 2023, Waterford Public Schools was notified by the Connecticut State Department of 
Education that our K-3 Reading Waiver was approved.  There were 85 school districts who requested 
the reading waiver and 17 were approved.  This means that instead of purchasing an entire reading 
program, we will keep our existing materials for phonological and phonemic awareness, phonics, 
rapid automatic naming, and letter naming fluency the same and just adopt a reading textbook, the 
Wit and Wisdom textbook for grades K-5.  This text supports vocabulary development and reading 
comprehension.  In a proactive measure, we currently have a third of our K-5 classrooms piloting Wit 
and Wisdom in the 2023-2024 school year.  The district’s waiver was based on the adoption of Wit 
and Wisdom. 

 

As you will recall from last budget season, when our faculty reviewed the six state approved reading 
programs, the one we would have selected cost about $600,000 for K-3. This would be at least 
$800,000 for K-5.  Since we are just replacing reading texts, the total cost for Wit and Wisdom for 
grades K-5 is $252,044. 

 

You may also recall from last budget season, because the status of our reading waiver was unclear, 
the discussion and action at the Board of Finance was a reduction of $500,000 in the Board of 
Education budget.  That reduction was reflective of the reading textbooks.  Both Board of Finance and 
RTM members, during budget discussions, asked us to return and seek an appropriation once the 
status of the reading waiver was known.  

Mr. Thomas W. Giard III 
Superintendent of Schools 
  
Mr. Craig C. Powers 
Assistant Superintendent 
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Core Text - Kit     ISBN Quantity List Price Discount Total Price

Grade K     
Wit & Wisdom Core Text Library 
Grade K (20) - Basic 978-1-64929-302-2 11.00 $2,002.54 30.00% $15,419.56

Grade 1     
Wit & Wisdom Core Text Library 
Grade 1 (20) - Basic 978-1-64929-311-4 11.00 $2,075.47 30.00% $15,981.12
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Grade 5     
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Grade 5 (20) - Basic 978-1-64929-347-3 9.00 $1,076.05 30.00% $6,779.12
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My Geodes (digital) K-2 XL School 

License: Service End Date (6/30 of 
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noted otherwise) GM-02300 3.00 $1,075.00 16.00% $2,709.00
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Wit & Wisdom 2023 Grade 4 
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Wit & Wisdom 2023 Grade 5 
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Introduction and How to Use This Paper
The “Best Practices: Fund Balance Guidelines for the General Fund” is one of GFOA’s most often cited 
standards. However, GFOA’s consulting work with local governments has revealed that there are many 
opportunities for reserve optimization beyond the guidance provided in the Best Practices. This paper 
brings what we have learned together with university research to describe new opportunities for local 
governments to get the best value from their reserve strategies. 

To help readers navigate to the parts of this paper that will benefit them most, we have summarized 
each of the main sections of this paper. If the summary of a section is sufficient for you, we invite you to 
skip the details of that section.

Section 1—Why Might We Need to Rethink Reserves? 
We give four reasons. First, we live in an increasingly volatile and uncertain world. More uncertainty 
gives rise to more risk. Reserves are one of the tools used to manage risk, chiefly by “self-insuring” 
against certain risks. More risk means we need better reserve strategies. Second, the public has lower 
trust in government and experts. This means that governments will face more pressure to justify 
holding reserves and will be less able to appeal to claims of professional expertise as justification. Third, 
government is becoming more resource constrained, which means that all dollars, including reserves, 
must be used with increasing savvy. Fourth, technology makes it easier to analyze reserve strategies 
and optimize the strategy to the conditions faced by each local government. 

JUMP TO SECTION 1 

RESERVES VS. FUND BALANCE
“Fund balance” is an accounting term that, generally speaking, describes the difference 
between assets and liabilities. “Reserves” is a budget and policy term that describes the 
fungible resources available outside of the budget for use if the resources appropriated inside 
of the budget are insufficient. There is an overlap between “fund balance” and “reserves,” but 
the most important difference is that fund balance covers a broader range of resources. For 
example, fund balance could include prepaid inventories or receivables for delinquent taxes, 
neither of which is available for current spending.* This paper is focused on the budget and 
policy role of reserves.

* The Governmental Accounting Standards Board (GASB) provides guidance on how to classify fund balances to differentiate between 
amounts that are more constrained or less constrained in their potential use. You can read more about these classifications in: “GASB 
Statement No. 54, Fund balance reporting and governmental fund type definitions,” available at GASB.org.
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Section 2—How Do We Rethink Reserves? 
We start by changing our mental model. A mental model is a way of viewing the world. Finance officers 
can help decision-makers make better decisions by giving them better mental models for public finance. 
The traditional mental model for reserves is a “savings account.” We contend that an “insurance policy” 
has much to offer as a new and complementary mental model. This connects reserves directly to their 
role in managing risk and opens up new ways of thinking about reserves. 

JUMP TO SECTION 2 

Section 3—What Actions Can We Take to Rethink Reserves? 
The actions below are critical to taking full advantage of the possibilities available from the reserves as 
insurance mental model. The ideas are presented in a rough order of importance.

1. 	 Risk-Based Reserve Analysis. A perennial question in local government finance about reserves is 
“how much is enough?” The reserves as insurance model would say it depends on what your risks are. 
We’ll discuss different options for how local governments can take account of their risks.

2. 	Develop a Comprehensive Reserve Policy. A policy helps the government commit to savvy decision-
making about reserves by showing why a smart risk-informed reserve strategy is good for the 
community and defining the boundaries of acceptable actions around reserves. Most important, a 
policy should address the amount in reserves that a local government will strive to maintain, including 
a minimum and maximum amount.

3. 	Optimize the Combination of Commercial Insurance and Self-Insurance. Commercial insurance 
and self-insurance each have advantages that can complement the other. If we think of reserves as 
self-insurance, it opens up new ways of thinking about the application of commercial insurance to the 
risks that local governments face. By using a risk-based approach to identify how much and for what 
severity of events reserve funds are needed, it becomes easier to identify pricing efficiencies between 
holding funds and purchasing private insurance. 

4. 	Optimize Investment Strategies. Reserves are constituted by cash held back from current spending. 
Knowing how much cash is necessary to keep liquid to provide reasonable assurances for unplanned, 
unavoidable expenditures tells you how much can be invested in long-term, less liquid but higher yield 
instruments.

5.	 Pool Risk. Local governments often participate in external risk pools to save money. Local 
governments may have unrealized internal risk pooling opportunities. The reserves as insurance model 
highlights these opportunities. 

6. 	Understand Bond Ratings and Reserves. Bond ratings are often used as a reason to maintain high 
reserves. However, the interest rate advantage will only be justified under certain conditions. Reserves 
as insurance asks us to consider if higher reserves are “worth” the cost to obtain a higher bond rating. 

JUMP TO SECTION 3 
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SECTION 1

Why Might We Need to Rethink Reserves?
Reserves are the liquid financial resources* that local governments do not include in the annual spending 
plan. These resources are held back from the budget and held in “reserve” for some other purpose. The 
most important purpose is to respond to significant, unplanned, unavoidable costs or revenue losses, 
such as a natural catastrophe or recession. Another common purpose is as a sinking fund or “piggy 
bank” for a large, nonrecurring, planned future expenditure, like purchasing a capital asset. Reserves 
also support a strong bond rating by signaling to investors that the local government has resources to 
pay back debt even with potential disruptions to its financial position.

It has long been thought that having substantial reserves is desirable. Often it is thought that bigger is 
better. So why might we need to rethink reserves? The reasons are consistent with many of those cited 
for GFOA’s Rethinking Budgeting initiative. Though, these reasons take on special significance when 
applied to reserves.

An increasingly volatile and uncertain world. Reserves play a role in buffering local government from 
volatility. However, if volatility is increasing, we should reexamine how reserves are managed to ensure 
local government has an adequate buffer. For example, damages from natural disasters have been on 
the rise in recent decades.1 Reserves fund the response to natural disasters. Even if federal or state/
provincial financial assistance is available, reserves fill the gap until assistance arrives, which can take 
months or even years. 

Lower trust in government and experts. Local government’s stakeholders may be suspicious of large 
reserves, especially if it is not clear why the government is holding these resources instead of spending 
them on current services or cutting taxes.2 In the past, the expert opinion of the finance officer, perhaps 
citing GFOA’s “Best Practices,” might have been sufficient to justify reserves, but expert opinion may not 
be so readily accepted in the future.3 Finance officers may need to be prepared to provide justification 
for reserves that rely less on appeals to expertise and more on the fundamental reasons why reserves 
are important.

* Typically comprising cash and investments that can be converted into cash.

https://www.gfoa.org/materials/why-do-we-need-to-rethink-budgeting
https://www.gfoa.org/materials/why-do-we-need-to-rethink-budgeting
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Local governments are becoming more resource constrained. Local governments are expected to 
maintain a sizable reserve by “industry standards” and by bond rating agencies.* At the same time, 
local governments are facing more resource constraints, especially with employee health care and 
pension costs rising. For many governments, the increases in costs have consumed revenue increases, 
which may soon level off. † In fact, some economists believe that the United States’ long-term growth 
trajectory will slow; indeed, the general trend has been slowing growth since the 1970s.4 Further, long-
term demographic trends point toward an aging population. Though the United States’ demographic 
outlook is not as dire as other developed countries, an aging population still does not bode well for 
local government revenues.5 In addition, legislative constraints limit revenue growth. For example, there 
is evidence that local government revenues do not recover as quickly from setbacks, like recessions, 
compared to the past, due to legislative constraints.6  

Rising costs paired with stagnating revenue growth means 
that local governments need to make efficient use of 
resources, including reserves. Building reserves is a use 
of current revenues, and governments need to weigh 
the opportunity costs of doing so. Is it better to provide 
services today or save the money for later? 

None of this suggests that local government reserves 
should always and everywhere be lower than they are 
today. Instead, we should look for more and better options 
to provide buffers to local governments than reserves have 
traditionally provided. For example, are there opportunities 
to make more cost-effective combinations of commercial 

insurance and reserves? This might not always lead to reserves going down. In fact, it could call for 
reserves to be increased as part of a high-deductible insurance strategy for some perils to reduce the 
total cost of risk (insurance plus reserves). 

Information technology makes rethinking reserves easier. Information technologies, like some we will 
describe later in this report, make it easier to analyze reserve strategies and optimize the strategy to the 
conditions faced by each local government. 

In the next section, we will discuss how to rethink reserves, with emphasis on the reserve’s role in 
managing risk. In Section 3, we will suggest several actions local governments can take to rethink their 
reserves and get better value from reserves for their communities.

* GFOA’s “Best Practices: Fund Balance Guidelines for the General Fund” recommends that, at a minimum,  general-purpose governments, 
regardless of size, maintain unrestricted budgetary fund balance in their general fund of no less than two months of regular general fund 
operating revenues or regular general fund operating expenditures. Moody’s Rating Agency looks for fund balances above 35% of annual 
revenue to provide a Aaa rating for General Obligation debt.

† Note: We are not referring to the impact of economic cycles (e.g., recessions) but rather the long-term trend across cycles.

Building reserves is a use 
of current revenues, and 
governments need to weigh 
the opportunity costs of 
doing so. Is it better to 
provide services today or 
save the money for later? 
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SECTION 2

How Do We Rethink Reserves?
We begin rethinking reserves by starting from “first principles”—that is, why do local governments 
have reserves in the first place? The answer is to reduce volatility and uncertainty in public finances. 
Uncertainty exposes a government to financial risks. GFOA has found that framing the reserve explicitly 
as a risk management tool and linking the reserve to concrete risks that decision-makers can appreciate 
is a great way to communicate why reserves are important. Let’s examine the key risks that reserves 
guard against. We will see that there are many possible risks, and it is difficult, if not impossible, to buy 
commercial insurance to protect against many of them. 

Cash flow risk is a concern, especially for governments where a major revenue source, like property taxes, 
is received only once or twice a year in large chunks, while expenditures occur evenly throughout the 
year. A similar problem can occur if large portions of state-shared revenue have to be authorized by the 
state each year through the state budget process. Delays in approving the state budget could result in 
delays in local government revenues. Reserves help smooth out resource availability and have important 
advantages over other options like tax anticipation notes (TANs). TANs can entail the risk of high interest 
rates, for example.

A big risk for many governments is revenue instability, with recessions being the major culprit. If a 
recession dramatically reduces revenue, then reserves can be used to help a government make a “soft 
landing.” For example, the City of Savannah’s sales tax was a large revenue source that was sensitive to 
the economy. The city, therefore, developed a sales tax stabilization reserve. When the Great Recession 
hit, the city was able to draw from the reserve and avoid layoffs.

RETHINKING IS LOCAL
Each local government will need to decide how to best apply the ideas in this paper to their 
circumstances. For example, a local government’s “reserves” are commonly associated with the 
general fund. Yet, many of the same ideas presented in this paper could apply to other funds, like 
enterprise funds.
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There could be other sources of revenue instability, too. Perhaps a major revenue source is subject to 
changes in the political environment, as in the case of some state-shared revenue. It might also be the 
case that a local revenue source is subject to periodic reapproval by the voters. In one city the GFOA 
worked with, the potential for a major industrial employer to close was a risk because the city relies 
heavily on a local income tax. 

Historically, reserves have not consistently been used by local governments to offset revenue losses 
from a recession.7 This has been, perhaps, the result of state and federal government support during 
the last two recessions that came through the American Recovery and Reinvestment Act of 2009 
and the American Rescue Plan Act of 2021. While these pieces of legislation were a major help to 
local government fiscal health, local governments should not expect these to be available in future 

recessions. Recovery funds require Congress to 
pass major legislation, and the rise of political 
polarization and gridlock makes this far from 
guaranteed. Even if the federal government offers 
relief, future funding might have restrictions, and it 
will be impossible for local governments to predict 
how much money they will receive. Hence, local 
governments would be wise to prepare to handle 
the impacts of recession on their own. Reserves 
provide another option, besides spending cuts.

Another major risk category is natural disasters like 
earthquakes, wildfires, floods, hurricanes, and the 
like. These can result in urgent needs like overtime 

for first responders or shelter, food, and supplies for displaced families. They also sustain recovery 
from disasters by covering unforeseen expenditures like the cleanup that follows the initial devastation. 
Sometimes, a local government will have some of its costs reimbursed by the Federal Emergency 
Management Agency (FEMA) and/or state agencies. If this is the case, reserves are still important to 
cover the nonreimbursable costs, including lost revenue and fees and increased operating costs, while 
also fronting the costs until reimbursement arrives. GFOA sampled several local governments that 
received FEMA reimbursement for natural disasters and found it took an average of 18 months to be 
reimbursed. 

Some extreme weather events might not be declared an “emergency” by national or state government. 
In this case, the local government may be on its own. A common example of this is an extreme snow 
season where an unusually large amount of snow may cause the local government to dramatically 
exceed its snow removal budget. Reserves could be used to fund the overage and be replenished by 
surpluses from light snow seasons.

Man-made disasters are also a risk. The possibility of hazardous material spills that cost a lot to clean 
up is one such risk that can have a material impact on local finances. Cyberattacks are another example 
of a man-made risk that might have implications for reserves. As of this writing, cyber insurance 
policies are becoming more expensive or totally unavailable to some governments. So a government 
might need to raise the deductible on a commercial policy or forgo a policy altogether. In this case, 
the government is self-insuring against cyberattacks either partially or fully, and reserves provide 
the financial backing. Capital infrastructure also presents risks that reserves can help mitigate. Debt 
is a powerful tool for local governments to finance infrastructure acquisitions, and reserves provide 
assurances to creditors that the local government is not at unacceptable risk of default. Reserves can 
also be used to pay for capital assets directly (i.e., cash financing).

GFOA has found that framing 
the reserve explicitly as a risk 
management tool and linking 
the reserve to concrete risks that 
decision-makers can appreciate 
is a great way to communicate 
why reserves are important.
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There may be other risks we haven’t covered that might be relevant to reserves. These risks might fall 
into categories of financial/economic, health crises, security, reputational, and more. Here are a few 
examples from governments the GFOA has worked with to analyze their risk exposure. You might think 
of others that are relevant to your jurisdiction.

	 Financial/economic: For governments with large pension liabilities, a reduction in the rate of return 
on pension investments could increase the annually required pension payment.8 Reserves could be 
used to smooth out the impact on the budget. 

	 Public health: The COVID-19 pandemic is an extreme example of the potential financial impact 
of a health event. Less extreme outbreaks could still have financial impacts. For example, local 
governments with public health responsibilities in urban areas could face large costs from local 
outbreaks of serious diseases, like hepatitis. 

	 Public safety: Terrorism and civil disorder can cause a spike in public safety costs. It is worth noting 
that civil disorder events could become more difficult to insure against because social media can 
spread civil disorder beyond a local phenomenon.9 In other words, civil disorder in one community 
can easily spread to others. Insurance companies try to avoid insuring risks where this kind of 
“domino effect” is in play.

Recognizing that reserves are essentially a tool for risk management leads to our next point on how to 
rethink reserves: Adjust your mental model. 

A mental model is a way in which we view the world. Mental models guide how we make decisions. If 
public finance officers can give decision-makers a better mental model, they will make better decisions. 
The traditional mental model for reserves is a savings account. 

Indeed, the savings account has several advantages as a mental model. First, it’s an easy analogy to 
grasp for people who are not public finance experts. Second, it has a seemingly obvious parallel to the 
personal lives of local governments’ stakeholders. This is particularly true for the “sinking fund” function 
of reserves, as most people have experience with building up their personal savings to pay for some 
consumer expenditure or personal investment (e.g., education, house, car, etc.).

However, the savings account model has disadvantages as well. 

First, the analogy to personal savings as a buffer against risk might not be as powerful as it seems. Personal 
savings rates have been in long-term decline.10 Not only that, but most consumers also start saving reactively, 
after an adverse event has occurred (e.g., recession, pandemic). Obviously, this is not a viable strategy for 
local government reserves.11 Given the reactive strategy that most savers adopt, it is not surprising that 
most Americans are well short of the amount of personal savings that personal finance experts recommend 
keeping for an emergency.* Given the lack of emphasis on saving for an emergency, many people may now 
see personal savings more as a vehicle for saving up for future purchases than as a way to manage risk.12  

RESERVES AREN’T ALWAYS THE ANSWER
We must recognize that reserves are not the best way to manage all of the consequences of 
the risks local governments are subject to. Let’s take pensions. Though reserves could be used 
to cushion the initial shock from a reduced rate of return and consequent increase in required 
annual contributions, a government will, at some point, need to realign its annual spending to 
accommodate increased pension costs.

* The average American’s monthly expenses are $5,111. Fifty-one percent of Americans have less than $5,000 in savings. Personal finance 
experts recommend more than one month’s worth of expenditures, with three months regarded as the minimum. Information taken from: 
Backman, M. (2022, May 9). Study: Average American’s savings account balance is $4,500. The Ascent. https://www.fool.com/the-ascent/
research/average-savings-account-balance

https://www.fool.com/the-ascent/research/average-savings-account-balance
https://www.fool.com/the-ascent/research/average-savings-account-balance
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There is evidence that financial managers are more likely to view their own personal savings as a tool 
for managing risk compared to the average person. This means that the “saving account” metaphor for 
reserves may be more impactful in the minds of financial managers than it is for other people.13

Second, the savings account mental model implies that having more in your account is better. However, 
this is not always true with local government reserves. Local governments are faced with opportunity 
costs that are different from private individuals. Monies placed in reserves are resources that are 
removed from the private economy. It can be argued that excess* reserves could do better for the 
community if those resources were put to work in the private economy. Even if excess reserves weren’t 
returned to the private economy, a good argument could be made that the excess amounts should be 
used by the government to benefit the current generation of taxpayers (the ones who provided the 
money to create the reserve). Further, there are diminishing returns to putting aside money to offset 
risk. We will mathematically demonstrate this later in this paper. For now, a simple thought experiment 
will do. Imagine a person had $10,000 in their savings account to offset personal risk. This is a healthy 
amount, but it is not hard to imagine circumstances where this amount proves insufficient. Now 
imagine another similar person had $1 million in their savings account. It is much harder to imagine 
the circumstances where this would be insufficient. Now imagine each person was given an additional 
$10,000. It is easy to see how the first person could better insulate themselves from risk by using this 
money to build their savings. It would be hard to argue that the second person would experience an 
equal gain in risk mitigation from building their savings further. The $10,000 creates greater marginal 
benefit for the first person than the second. The same logic applies to government. We will address 
how to identify the point at which excess has been reached later, including establishing for floor and 
ceiling amounts on the desired level in reserves. 

If the savings account mental model has important limitations, what is the alternative? We propose 
insurance as a new mental model. This does not necessarily replace the savings account model 
but does supplement it by providing a new and better perspective on some of the most important 
purposes of a reserve.

Insurance has an obvious parallel to people’s personal lives. Given that local governments hold 
reserves to manage risk, insurance is an accurate analogy for reserves. Further, insurance is purchased 
proactively, before an adverse event occurs; much like reserves must be built up ahead of time to 
prepare for future, unpredictable adverse events. 

Another advantage of insurance as a mental model is that it invites local governments to think about 
how commercial insurance and self-insurance can work together for an optimized risk financing 
strategy. Reserves are a self-insurance strategy, but commercial insurance policies (those purchased 
from a broker) can supplement reserves. For example, commercial insurance could be useful for 
protecting against low probability but extreme consequence events. Later in this report, we will 
discuss specialized insurance policies called “parametric” insurance that are designed to provide the 
policyholder with compensation in the event of an extreme event. 

RESERVES AS INSURANCE AND THE ELECTED BOARD
One author of this paper was part of a discussion with a city council about reserve strategy. 
One council member asked what the practical implications of spending the reserve would be. 
Reserves as insurance would point out that lower reserves would be the equivalent of taking a 
lower limit (or higher deductible) on your insurance policy. Reserves as savings account struggles 
with this question because an increasingly prevalent view is that savings exist to be spent. 

* Of course, defining the point of excess is key. We will address that later in this paper.
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Using insurance as a mental model also implies that there is an optimal amount to have on hand. 
Nonexperts can appreciate that it is possible to either overinsure or underinsure the risks that you face. 
Insurance also implies that there is a point at which the “policy” should be used. Let’s consider recessions 
as an example. Recessions are the most important source of financial instability for local governments, 
so reserves can play a crucial role in counteracting downturns in economic cycles. However, there is 
little evidence that local governments use reserves during times of economic recessions.14 In the Great 
Recession, the 30 largest U.S. cities used their fiscal reserves, but only 25% of the 600 smaller cities 
studied drew down their reserves (the remaining cut spending).15 Failure to use reserves likely caused 
distress to the community in the form of interruption to public services. While local governments should 
consider spending cuts during a revenue downturn, a strong reserve can help avoid the most damaging 
spending cuts. 

The insurance mental model is not without its disadvantages, though. Insurance can be an abstract and 
difficult concept to grasp, even in our personal lives. This means people sometimes don’t make optimal 
personal decisions about insurance, just like they make suboptimal decisions about personal savings. 
Another disadvantage is that the analogy becomes more complicated when commercial insurance and 
intergovernmental aid is considered. Taking these other risk management tools into account is necessary 
for an optimal risk management strategy, but the trade-off is additional complexity.

The reserves as insurance mental model addresses the risk management function of reserves well. The 
reserves as savings account mental model addresses the “sinking fund” function of reserves, so we do 
not suggest discarding the savings account mental model entirely. Rather, putting these two models 
together offers a more comprehensive perspective on the role of reserves. 

Reserves as Insurance 

+

Reserves as Savings Account

=
Savvy  

Financial 
Strategy

Addresses reserve’s role in 
guarding against risks like 
revenue instability, catastrophic 
events, and cashflow instability. 

Addresses reserve’s role in  
accumulating cash to pay for  
future costs that would not be 
affordable within a single year’s 
revenue. A capital asset is an 
example of such a cost.

Provides a lens that encourages  
new and savvy ways to manage 
risk across the government.

Provides a lens that encourages 
multiyear financing strategies for  
large costs.

With better mental models in place, we are positioned to think about the actions we can take. 
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SECTION 3

What Actions Can We Take to Rethink Reserves?
In this section, we’ll look at the steps local governments can take to rethink reserves. We’ve summarized 
the major ideas and will discuss them in detail immediately after. The ideas are presented in a rough order 
of importance. 

1. 	 Risk-Based Reserve Analysis. A perennial question in local government finance about reserves is 
“how much is enough?” The reserves as insurance model would say it depends on what your risks are. 
We’ll discuss different options for how local governments can take account of their risks.

2. 	Develop a Comprehensive Reserve Policy. A policy helps the government commit to savvy decision-
making about reserves by showing why a smart risk-informed reserve strategy is good for the 
community and defining the boundaries of acceptable actions around reserves. Most important, a 
policy should address the amount in reserves that a local government will strive to maintain, including 
a minimum and maximum amount.

3. 	Optimize the Combination of Commercial Insurance and Self-Insurance. Commercial insurance 
and self-insurance each have advantages that can complement the other. If we think of reserves as 
self-insurance, it opens up new ways of thinking about the application of commercial insurance to the 
risks that local governments face. By using a risk-based approach to identify how much and for what 
severity of events reserve funds are needed, it becomes easier to identify pricing efficiencies between 
holding funds and purchasing private insurance. 

4. 	Optimize Investment Strategies. Reserves are constituted by cash held back from current spending. 
Knowing how much cash is necessary to keep liquid to provide reasonable assurances for unplanned, 
unavoidable expenditures tells you how much can be invested in long-term, less liquid but higher yield 
instruments.

5.	 Pool Risk. Local governments often participate in external risk pools to save money. Local 
governments may have unrealized internal risk pooling opportunities. The reserves as insurance model 
highlights these opportunities. 

6. 	Understand Bond Ratings and Reserves. Bond ratings are often used as a reason to maintain high 
reserves. However, the interest rate advantage will only be justified under certain conditions. Reserves 
as insurance asks us to consider if higher reserves are “worth” the cost to obtain a higher bond rating. 
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Risk-Based Reserve Analysis
GFOA strongly recommends that local governments adopt a formal policy that describes how much it will 
strive to maintain in its reserve. A perennial question, though, is “how much is enough?” The reserves as 
insurance model would say it depends on what your risks are. 

The first step toward a risk-aware reserve target is to think of the target as a range instead of a single 
point. For example, a government might say, “Our policy is to maintain reserves between 15% and 25% of 
annual revenue,” rather than “…equal to 20% of annual revenue.” A range has several advantages over a 
single point:

	 Risks are difficult or often impossible to estimate exactly. A range expresses that a government must 
have a margin of error to operate within. Conversely, a single point leaves ambiguity over whether 
actual reserves are too high or too low. To take our example: If the government’s policy was based on  
a single point (20%) and the actual reserves were at 17% of revenue, would that be acceptable? What  
if reserves were 27%? Would that be too high? The single-point policy is not clear about boundaries the 
government should stay within.* If the policy was based on the range, we’d know 17% was acceptable 
but 27% was too much. This feature of ranges not only helps with discussions among decision-makers 
about reserve strategies, but it might also help with explaining reserve strategy to the public. 

	 A range accommodates different risk appetites. The “right” level in reserves will be a function of the risks 
a government faces and of local officials’ willingness to bear those risks. A range can accommodate the 
views of risk-averse elected officials and less risk-averse officials. They can find grounds for compromise 
by negotiating a floor and ceiling that accommodates different appetites for risk. 

	 A range better supports the ongoing management of reserves. Reserves fluctuate from year to year.  
If the reserve stays in range, there is little need to revisit whether the actual reserve is too high or  
low. If the reserve falls outside the range, it suggests a clear course of action (i.e., do something to get it 
back in range). This helps make sure that reserves stay where they need to be to manage risks.

	 A range includes a floor that communicates that there is a minimum amount necessary to be a good 
steward of the community but also a ceiling that communicates that there is an upper limit on the 
usefulness of reserves and a point at which excess resources should be devoted to some other purpose.

* Defining boundaries is essential to good financial public finance. See GFOA’s Financial Foundations for Thriving Communities, published 
May 2019.
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The next step in developing a risk-aware reserves policy is to analyze the risks the local government is 
subject to. A risk analysis can take place at varying levels of sophistication. A qualitative or subjective risk 
assessment is the most accessible approach. A local government can review categories of risks, like those 
described earlier in this report, and: A) assess their exposure in each category; and B) consider if their 
reserve target accommodates that exposure. GFOA has developed a simple template to facilitate this 
kind of review. 

The City of Berkeley, California, illustrates how the template can be used. The city’s budget staff led the 
risk assessment and included participation from the public works, police, and fire departments. The city 
determined that the greatest exposure was “extreme events and public safety concerns,” particularly 
earthquakes, fires, landslides, floods, hazardous material spills, and terrorism. Other important exposures 
included “expenditure volatility,” due to upcoming large expenditure obligations that did not have a 
funding source, and “other funds’ dependency on the general fund.” The city’s general fund was a 
backstop for other city operations outside of the general fund, so the general fund would be relied 

upon if these operations were to encounter unplanned, 
unavoidable expenditures or revenue interruptions. By 
reviewing all the risks on the GFOA template, Berkeley 
determined that it faced a moderate to high level of risk. 
The template suggested that between 25% and 35% of 
annual revenues would be reasonable to buttress the 
effect of routine downturns in the economy and respond 
quickly and decisively to major emergencies.

The advantage of a qualitative risk analysis is accessibility. 
The City of Berkeley (and many other governments) have 
completed such an analysis within their own resources. A 
qualitative analysis also can be effective for acclimating 
the government to being aware of risk as part of their 

reserve strategy. Berkeley performed the analysis described above in 2016/17. The analysis helped 
convince the city to commit to reexamining its risk exposure five years later, and the city is doing so as of 
this writing (using the more sophisticated chance-based approach we’ll describe later). 

The disadvantage of a qualitative risk assessment is that the results are subjective. This means that there 
is likely to be a gap between: A) the reserve target suggested by the assessment and B) the optimal 
reserve amount, given the risks. There is no way to tell how accurate or inaccurate the subjective estimate 
might be, relative to the optimal amount.

Thus, the next step forward in sophistication is to quantify risks to reach a more objective estimate. A 
local government can look at historical experiences, the analogous experiences of other governments, 
and other sources of data to estimate the potential cost of the risks the local government is subject to. 
A quantified approach might be needed when there is controversy about the right amount in reserves. 
GFOA, for example, has worked with local governments where reserves were low, and an objective 
analysis was needed to see if there was a case for raising them. GFOA has also worked with and heard 
from governments where some felt the reserves might be too high, so an objective analysis was needed 
to see if there was a case for lowering the reserves. 

A risk analysis can take 
place at varying levels of 
sophistication. A qualitative or 
subjective risk assessment is 
the most accessible approach.

GFOA RISK ASSESSMENT TEMPLATE   

https://www.gfoa.org/materials/general-fund-reserve-calculation-worksheet
https://www.gfoa.org/materials/general-fund-reserve-calculation-worksheet
https://www.gfoa.org/materials/general-fund-reserve-calculation-worksheet
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The easiest quantified approach to risk analysis is building a model where single numbers are used to 
represent the potential impact of risks. To illustrate, to estimate the risk from recessions, we might look 
back at past recessions to see the losses incurred from those recessions. We would see that the 2008 
Great Recession represents a particularly bad recession. Perhaps revenues decreased by $5 million, which 
might suggest that a $5 million reserve could be necessary to be prepared for most future recessions. 
Outside studies and the experiences of other local governments can also help. The Town of Bluffton, 
South Carolina, used a publicly available university study that calculated the per capita cost to recover 
from hurricanes at different storm category levels.16 The town applied these numbers, adjusted for inflation 
since the study was completed, to derive a figure that the town used as the target number to hold for 
emergency recovery reserves.

The GFOA report “A Risk-Based Analysis of General Fund Reserve Requirements” describes how to 
perform this analysis, including how to account for the possibility of historically unprecedented events.  
The advantage of this “single-number” approach is that many governments should be able to perform 
such an analysis using their own resources. In fact, several governments have contacted GFOA to let us 
know they have followed the methods described in the GFOA report.

The single-number approach has an important disadvantage, though. “Risks,” by definition, are uncertain 
quantities. However, this approach represents these uncertainties as single numbers. This obscures the  
full range of risk that the government faces. 

One of the most important consequences of obscuring the full range of risk comes in how a total reserve 
goal is determined. A total reserve target is the sum of potential losses from each risk a government is 
subject to. However, because risks are uncertain numbers, the sum is not as straightforward as adding  

A LIMIT OF ANY RISK ANALYSIS—THE PROBLEM OF UNKNOWN UNKNOWNS

A limit of any risk analysis is that you can only analyze the risks that you know of, or the “known 
unknowns.” Local governments could experience a loss from a totally unexpected source, or 
the “unknown unknowns.” For instance, five years ago, not too many governments would have 
anticipated the current tightening of the cyber insurance market, which might place pressure 

on local governments to partially or fully self-insure 
cyber risks. The COVID-19 global pandemic is another 
example of an unknown unknown. 

Both examples illustrate how to deal with unknown 
unknowns. First, a local government should 
periodically update the risk analysis. Cyber risk 
losses have steadily been increasing across all local 
governments for several years, so cyber risk should 
have been on local government radars before the 
current tightening of the insurance market. Second, 
a local government should use reserves to cover 
multiple purposes. Though global pandemics were 
not considered a high risk by most local governments 

prior to 2019, recessions certainly were. The economic slowdown caused by the COVID-19 
pandemic could be considered a kind of recession. By grouping multiple risks together into the 
reserve, the reserve will be more likely to withstand the addition of previously unknown risks. We’ll 
have more to say about this concept of “pooling” later in this report.

https://www.gfoa.org/materials/a-risk-based-analysis-of-general-fund-reserve-requirements
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the single-number estimates of risk together. The most important potential error is dramatically 
overestimating the size of reserve the government needs. An explanation of why this is the case is best 
provided with a video, which you can find here.* For example, imagine that a local government is subject 
to three different types of extreme events, where there is a 5% chance of each occurring in a three-year 
period. A simple summation would lead a government to prepare for a 5% chance of each occurring  
(5% + 5% + 5%). However, because reserves can be used to respond to any extreme event, the optimal 
strategy is to think about the total risk from all extreme events at once. There is a small chance (less than 
1%) of all three events occurring within a single three-year period (5% x 5% x 5%).

The way to overcome the disadvantages of the single method is to evaluate the full range of risk, rather 
than condensing risk down to a single number. We will call this “chance-based” because we can use the 
full range of risk to derive the chance that any given reserve level will be adequate to protect against the 
risks in question. GFOA has worked with several local governments to develop chance-based reserve 
models, also known as “probabilistic (or chance-based) simulations,” using Microsoft Excel and open 
standards for computer simulation from ProbabilityManagement.org. These projects included working 
with elected officials to bring the results of the simulation into policy decisions. A full explanation of 
what chance-based simulation is and what it looks like is best accomplished with a video, which you can 
watch here, and you can see a series of videos about simulation at gfoa.org/risk-savvy-thinking-about-
reserves-videos. The advantages of simulation are many, including:

	 It is the best way to estimate the potential of pooling risks inside of local government. We will have 
more to say on this later in the paper. Suffice to say for now that risk pooling is a time honored and 
powerful strategy for reducing the cost of risk. You can learn more about risk pooling in this video.

	 It will provide the best estimate of the range of optimal reserves for addressing the risks that are 
included in the analysis. It also provides a clear illustration of the decreasing marginal benefit of 
accumulating too much in reserves and shows the point at which the marginal benefit decreases.  
You can watch this video to see how.

	 The simulation can address a multiyear time frame. This is important because reserve levels are not 
easy to increase quickly. You can watch this video to see how.

All videos are available at:

gfoa.org/risk-savvy-thinking-
about-reserves-videos

https://www.youtube.com/watch?v=soLvUKp8C4k
http://probabilitymanagement.org/
https://www.youtube.com/watch?v=QDI2bYZ1dR4
https://www.youtube.com/watch?v=QDI2bYZ1dR4
https://www.gfoa.org/risk-savvy-thinking-about-reserves-videos
https://www.gfoa.org/risk-savvy-thinking-about-reserves-videos
https://www.youtube.com/watch?v=IHEA9m0uoaU
https://www.youtube.com/watch?v=xjTJtP-yV5s
https://www.youtube.com/watch?v=uZJftwcCods
https://www.gfoa.org/risk-savvy-thinking-about-reserves-videos
https://www.gfoa.org/risk-savvy-thinking-about-reserves-videos


	 A simulation can include forces that influence reserves outside of risk factors. For example, the 
simulation could include a local government’s willingness to cut its expenditures instead of using 
reserves. Or the simulation could address how likely it is that a local government will generate budget 
surpluses that build up reserves and offset losses. The video on analyzing a multiyear time frame 
provides an illustration of how willingness to cut expenditures can be integrated into a simulation. 

	 Simulations can highlight the full range of risk a local government is exposed to—from risks that 
could be easily self-insured all the way to catastrophic risks that are impossible to fully self-insure. 
This helps highlight the need for strategies like preventative investments and a robust disaster 
response strategy.

	 Chance-based simulation is the same method used by insurance companies to develop policies, so it 
has proven to be best suited to problems of insurance.

The major disadvantage of chance-based simulation is that it is more complex than the single-number 
analysis method. Though chance-based simulations can be conducted in Microsoft Excel,17 GFOA 
is not aware of any local government that has conducted a simulation of reserves without outside 
consulting support. Also, the results are often expressed in odds and probabilities, and though odds 
and probabilities are essential for the best understanding of risk, they are not the first language of many 
people. Thus, explaining the result of the simulation can be more difficult than a single-number analysis. 
That said, GFOA’s experience is that it can be done—especially with the help of interactive models, like 
those you can see in the videos above. In fact, we have yet to meet an elected official who could not 
grasp the essential ideas of a chance-based analysis. 

RETHINKING RESERVE CHECKPOINTS

Develop a Risk-Aware Reserves Policy

	 Express your reserves policy as a range of desired reserves, with a floor and a ceiling. 

	 Conduct a risk analysis to get a sense of how the risks you face impact the reserves you should 
hold. We presented three methods of reserve analysis of varying sophistication. Any of them would 
provide a reasonable basis for a more informed discussion with policymakers about why reserves 
are necessary and how much should be kept in reserves.

	 Quantification of risk offers important advantages over subjective approaches. We described both 
“single-number analysis” and “chance-based simulation” methods of quantification. A quantified 
approach might be particularly useful when there is a strong sense among decision-makers that 
existing reserves are too high or too low.

	 The single-number analysis will be more accessible to local governments than a chance-based 
simulation. However, a chance-based simulation is better; it is how insurance companies conduct 
their analysis. The choice between the two depends on factors such as a government’s ability to 
pay for outside consulting support, demand from the audience for a more rigorous analysis, and 
the number of risks and size of reserves in question (more/bigger risks and reserves means more 
potential to make the best use of funds by optimizing the size of the reserve).
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Develop a Comprehensive Reserves Policy
A reserves policy is a method to “pre-commit” the organization to wise decisions about reserves. Rather 
than deciding on reserves strategies in the heat of a moment when a tough decision is required, a policy 
can be developed when the pressure is off. That policy then provides the boundaries for decision-making 
when difficult decisions need to be made about reserves. A policy should address the following: 1) why 
reserves should be accumulated; 2) how much should be accumulated; 3) what strategies should be used 
for accumulation; and 4) when and for what purpose reserves can be used.

Regarding the question of “why,” the answer is to protect the local government against risks, ranging 
from weather events like flooding, earthquakes, wildfires, and snowstorms to man-made problems like 

lawsuits against the local government. Citing in policy locally 
relevant risks and the notion of self-insurance can help answer 
the question of “why” reserves are needed. 

A policy should also address the “savings account” role of 
reserves in saving up for larger projects. Differentiating the 
“insurance policy” role of reserves from the “savings account” 
function could help decision-makers be savvier with their 
reserve strategy.

Our prior section on risk-based reserve analysis addressed how much to accumulate, including a 
recommendation that reserve targets be expressed as a range. A policy can also discuss strategies to use 
for accumulation. This could be as formal as formulas tied to any yearly surplus or even a formal budget 
allocation to hold back some amount of a year’s revenue for building a reserve. A policy could also allow 
for a less structured approach by encouraging surpluses and one-time revenue to be used to build the 
reserve, if the local government is below its target range. In fact, a government could apply some of 
the same risk savviness we’ve been discussing in this paper to its forecasting in order to estimate the 
size of surpluses that could be produced by a given spending plan. You can read the article “Speaking 
Uncertainty to Power: Risk-Aware Forecasting and Budgeting” to see how one government did just that 
and use our mini stress test demonstration to conduct the same analysis featured in the article. 

A policy should also address how reserves can be used. Most important, a policy should discourage 
reserves from being used for ongoing expenditures (e.g., hiring more employees) because reserves are 
not an ongoing resource. An exception might be made for supporting continuity of public services in the 
face of a revenue interruption, like a recession. This would be temporary until revenues recover or until 
expenditures can be restructured to be affordable under the revenues that are available. 

A policy that addresses these points helps to foster a better and shared understanding of reserves in 
relation to the maintenance of public services amid the risks the government faces.
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“THE BEST CONVERSATION WE’VE EVER HAD 
ABOUT RESERVES”

GFOA worked with the City of Vista, California, which 
went from a policy where the reserve goal was defined 
by a single point to a policy with a risk-informed range. 
Based on this new approach, the council engaged in a 
wide-ranging and thoughtful discussion about the city’s 
reserves—with the Deputy Mayor characterizing it as 
“the best conversation we’ve ever had about reserves.”

A reserves policy is a 
method to “pre-commit” 
the organization to wise 
decisions about reserves. 

https://www.gfoa.org/materials/gfr-speaking-uncertainty-to-power
https://www.gfoa.org/materials/gfr-speaking-uncertainty-to-power
https://www.gfoa.org/materials/mini-stress-test-demonstration


A finance officer will also have to consider whether and how to describe the reserve relative to the “fund 
balance” figures that are included in the annual financial report. Governmental Accounting Standards 
Board (GASB) Statement No. 54 provides a series of categories of fund balance that have to be reported. 
Usually, however, reserves will have to be reported in the “unassigned” fund balance category. The finance 
officer can make the link between the reserve (i.e., a budgetary/financial planning strategy) and fund 
balances (i.e., an accounting mechanism) in the notes to the financial statements or as supplementary 
information in the annual financial report, or in budget documents In this way, decision-makers can see the 
link between the fund balance  the financial statements and differentiate between net resources that are 
available for use as self insurance, and those that  that are being put aside for spending on a future project, 
for example. 

Finance officers could positively influence how stakeholders think about reserves by developing a 
comprehensive policy that describes why reserves are important to the community amid a budgetary 
shortfall or other contingency, the range of reserves that is prudent to maintain, and transparency on how 
reserves (a budgetary strategy) connect to the total fund balance available in financial reports. You can 
access a template for developing a reserve policy here. 

RETHINKING RESERVE CHECKPOINTS

Develop a Comprehensive Reserves Policy

	 A reserves policy is a method to “pre-commit” the organization to wise decisions about reserves.

	 A policy should address the following: 1) why reserves should be accumulated; 2) how much should be 
accumulated; 3) what strategies should be used for accumulation; and 4) when and for what purpose 
reserves can be used.

	 The finance officer should strive for transparency in how reserves (a budgetary policy) are reflected in 
the reporting of fund balances in the annual financial report (an accounting mechanism).

Optimize the Combination of Commercial Insurance and Self-Insurance
Commercial insurance is a valuable complement to reserves. A useful analogue is self-insurance programs 
for employee health care. Self-insurance of employee health care has been shown to provide potential 
savings for employers compared to commercial insurance.18 However, few governments would self-insure 
every last dollar of potential loss. Instead, self-insured governments often purchase “stop loss coverage,” 
where a commercial insurance policy kicks in after a certain size of loss is reached. Thus, the government is 
spared: A) the cost of covering extremely large losses and B) the cost of the more expensive premiums that 
would come with using commercial coverage for more routine losses.

A similar concept can be applied to the risks a reserve is “self-insuring” against. Reserves will be most 
useful for lower magnitude, higher frequency risks. Commercial insurance is of the greatest value  
when the losses from catastrophic risk would be unaffordable. Let’s examine some practical applications 
of this idea.

The most straightforward example is to purchase higher deductible insurance policies for liabilities that 
are commercially insured. This strategy is useful for insurance policies that have become more expensive 
due to market conditions. Insurance against cyberattacks is a prime example, with some governments 
experiencing 100% year-over-year increases in prices as of this writing. For example, because of the 
increasing cost of policies, Mecklenburg County, North Carolina (covering Charlotte and surrounding areas), 
went from a $1 million deductible with $15 million in coverage to a $5 million deductible with $10 million in 
coverage.* The county has substantial general fund reserves, so it can “self-insure” the larger deductible 
and the lower limit. 
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* The county also negotiated several exclusions and limitations to the policy. This means the final price of the new versus the old policy is 
not comparable.

https://www.gfoa.org/materials/reserve-policy-template


Another application might be “parametric insurance.” Parametric insurance policies pay out a set sum of 
money when a given condition comes to pass. For instance, a policy might pay out $10 million if hurricane 
wind speeds in the community reach 120 miles per hour. Parametric policies are in wide use in many 
other sectors but are a relatively new instrument for local governments. Parametric policies might be 
most useful for catastrophic events where a local government’s reserve would be stretched to respond. 
Of course, federal and/or state assistance often is available for these kinds of events but also often take 
over a year to arrive.* Further, some costs of a catastrophic event may not be reimbursable by the state or 
federal government. For instance, if the tax base is so damaged that tax revenues do not recover quickly, 
the funds from a parametric policy could help fill the gap. Also, parametric policies provide full coverage 
on day one after the policy goes into effect, whereas it could take years to build up a reserve sufficient to 
cover the full impact of a catastrophic event. Parametric polices can also be designed around a specific 
geographic area. For example, perhaps an area where low-income people live is particularly vulnerable 
to a certain kind of hazard. A policy could be developed to provide a payout for an occurrence of that 
hazard in that area. That would allow the local government to provide additional support to the people 
who live there.† 

You can read more about parametric insurance in the GFOA report “Parametric Insurance: An Emerging 
Tool for Financial Risk Management.” The report includes case studies of local governments that have 
purchased parametric policies and how insurance policies complement FEMA reimbursement.

RETHINKING RESERVE CHECKPOINTS

Optimize Commercial Insurance Combined With Reserves

	 Consider if you have commercial insurance policies where a higher deductible could be self-insured 
by reserves. The highest potential will usually be with policies where premium prices are going up 
substantially. 

	 Consider if a parametric insurance policy could supplement reserves. Parametric insurance might 
be particularly useful when a government finds that it is underinsured for a catastrophic risk. This is 
because parametric insurance can provide additional coverage immediately, while it could take years 
to build an equivalent reserve. 
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* According to a sample of data obtained by GFOA, it takes 18 months, on average, for a local government to obtain FEMA reimbursement.
† Kousky, C., & Wiley, H. (2021, January). Improving the post-flood financial resilience of lower-income households through insurance. 
Wharton Risk Management and Decision Process Center Issue Brief.

https://www.gfoa.org/materials/parametric-insurance-an-emerging-tool-for-financial
https://www.gfoa.org/materials/parametric-insurance-an-emerging-tool-for-financial


Optimize Investment Strategies
Insurance companies invest the monies collected from premiums to make substantial profits.19 A 
government’s reserves are basically premiums collected from the community to stabilize their government 
services against risk. Those monies held in reserves will be idle most of the time, so governments can adopt 
savvy investment strategies for their reserves. 

A risk analysis, like we described earlier, is essential for a savvy investment strategy. A government can 
divide their idle funds into tranches, where each tranche represents a different likelihood of the government 
needing to access the money for emergency purposes. As a simple example, let’s assume a government 
has only two investment options: 1) short-term, lower earning; 2) long-term, higher earning, where the term 
of the investment is three years. Let’s assume a government does a risk analysis that suggests that $10 
million is a good ceiling amount for its reserve, and the government has $10 million in its reserve. The risk 
analysis also suggests that there is only a 10% chance that the government would need to use more than 
$9 million of its reserve in the next three years. Thus, decision-makers conclude that putting $1 million in 

investment option 2 is worth the risk. This leaves $9 million 
in the shorter-term, lower-earning investments, but which 
provides greater ability to access the cash if the need arises. 
Research by one financial technology firm that helps local 
governments determine their investable resources suggests 
that there are large gains in investment returns available by 
following a more risk-savvy investment strategy, like that 
described above. Data provided by this firm suggests that 
the potential improvement in returns are as much as 35% to 
40% more than what most governments get currently from 
the resources that comprise their reserves.20

Our example assumes a probabilistic risk analysis, but a less rigorous risk analysis could still help reach a 
similar conclusion. For example, if a less rigorous analysis suggests that $10 million is the ceiling amount for 
reserves, then we know that amounts closer to the ceiling are far less likely to be used than the “first dollar” 
that comprises the reserve. Thus, a government would still have the bulk of the $10 million invested in more 
liquid assets, while placing a smaller amount in a less liquid, higher return asset.

Our example also reveals a potentially sticky question. The decision to invest in any combination of assets 
with different risk/reward profiles will, at some point, depend on the subjective appetite for risk of the 
decision-maker. Going back to our example, who is to say that a 10% chance of needing more than $9 
million is the objectively correct threshold for investing the remaining $1 million in longer-term securities? 
Perhaps some people would be comfortable with a 15% or 20% chance, while others may be uncomfortable 
with as high as 10%. These decisions will have to be discussed with the relevant decision-makers to come 
to a consensus. GFOA’s experience has been that reaching agreement is easier when based on an objective 
analysis, like a risk assessment. GFOA has done this kind of analysis with its own finances and found 
that reaching agreement on the preferred investment strategy was not that difficult, as the risk analysis 
provided objective criteria and data for decision-makers. 

RETHINKING RESERVE CHECKPOINTS

Optimize Investment of Reserve Funds

	 Use a risk analysis to identify tranches of funding, ranging from more likely to be needed to cover 
unplanned, unavoidable needs to less likely. The less likely tranches may be candidates for less liquid, 
higher return investments. 

	 Convene a discussion with the relevant decision-makers to determine the level of risk the government is 
willing to take on with respect to investment liquidity versus the potential need to draw upon reserves. 
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The decision to invest in any 
combination of assets with 
different risk/reward profiles 
will, at some point, depend 
on the subjective appetite for 
risk of the decision-maker.



Pool Risk
Risk pooling is widely recognized and a time-honored strategy for reducing the cost of risk. The reason 
pooling works is diversification. Put simply, it is unlikely that a loss event will happen to all the pool 
participants at the same time. For a more in-depth explanation, you can watch this video.

Local governments often pool risk across multiple local governments (regional insurance pools). Local 
governments also pool risk inside their own organizations. Let’s return to our example of employee 
self-insurance. Local governments do not set up separate self-insurance pools for each department or 
for each accounting fund. All employees fall under the same self-insurance program. This saves money 
because the total amount needed to insure the entire organization is less than you would need if you 
insured each department separately. We also addressed this concept earlier—that risks don’t add up the 
way you might think. We also explain the concept in more detail in this video.

Similarly, local governments could realize some advantages from pooling reserves. There are many 
opportunities to apply pooling, though these opportunities have varying degrees of difficulty.

The first and easiest way is to make sure there are no unrealized opportunities for pooling within the 
general fund. For example, some governments set up one reserve for economic uncertainty (e.g., 
recessions) and another for extreme events (e.g., natural disasters). These two reserves could be pooled. 
Because recessions and natural disasters are unlikely to occur at the same time, a combined reserve 
should be more cost-effective.* The combined reserve could still be labeled as a reserve for extreme 
events and economic uncertainty to make the intent clear but without keeping the two reserves separate. 
The most accurate way to judge the potential savings is the probabilistic risk analysis described earlier. 
Combining reserves in order to make the money in the reserves more fungible could improve cost-
effectiveness for the same reasons we described in our employee health plan self-insurance example.  

Another possibility is to define policies for emergency interfund borrowing. The idea is that the total 
reserved across the entire government could be less if each fund did not have to prepare for the most 
extreme circumstance but could rely upon financial backup from other funds in extreme cases. You can 
read the GFOA article “The Last Line of Financial Defense? Internal Loans in Emergency Situations” for 
more on how to develop a policy. 

An option that could present some challenges also presents large potential payoffs—and that is to pool 
reserves across funds. It has a large potential payoff because the amounts involved will be large. It can 
be challenging because monies may be segregated into different funds for legal reasons such that 
there might be practical barriers to operating such a pool. Pooling funds will be most effective when 
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MENTAL ACCOUNTING AND RESERVES

“Mental accounting” refers to the practice of dividing money into separate buckets in our personal 
lives, such as the “vacation money” versus “the kids’ college fund.” Economists have shown that 
mental accounting leads to suboptimal financial decisions,  though there is a good argument to be 
made that mental accounting is useful for navigating life, even if financially suboptimal.22 Mental 
accounting may not be so different from when local governments place monies into different 
categories. The trick to avoiding the worst consequences of mental accounting is avoiding excessive 
limitations on fungibility of money while still being clear about the government’s plans for its funds 
and why those plans are important. Risk analysis does this by making clear why it is important to 
have funds in reserve and how much should be kept in reserve.

* For more on this point, see the video that describes pooling.

https://www.youtube.com/watch?v=IHEA9m0uoaU
https://www.youtube.com/watch?v=soLvUKp8C4k
https://www.gfoa.org/materials/the-last-line-of-financial-defense-internal-loans
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two conditions are met: 1) the funds involved do not have legal restrictions in place that make pooling 
impractical; and 2) the risks faced by funds are not overly similar. If the risk profiles of the funds are 
similar, then pooling will not be of great benefit. This is because each fund will receive a shock when a 
given risk happens. However, if the funds have substantial differences in their risk profiles, then pooling 
could be quite valuable. A given risk may give a shock to one fund but not the other. The fund that was 
not shocked can support the fund that was shocked. 

Many local governments may be unwittingly pooling the reserve risks of several funds. In our work with 
local governments, we found that an important risk for the general fund is that the general fund is often a 
de facto “backstop” for other funds. If those funds run into unplanned, unavoidable emergency financial 
needs, then the general fund is on the hook. Rather than building up separate reserves in each fund, it 
may be better to formalize the current state of affairs and enhance the pooled approach by pulling in the 
pool of other funds that have their own reserves. 

We will note that GFOA is not the only one to advocate 
for the potential of pooling reserves. In Moody’s 
November 2022 “US Cities and Counties [Bond Rating] 
Methodology,” Moody’s introduced a governmentwide 
evaluation of fund balance into its rating methodology. 
The strength of fund balances and held cash combined 
across all funds is worth 30% the foundational score when 
Moody’s evaluates a government’s creditworthiness.* 
Moody’s found that the fund balances in different funds 
are often flexible enough that different funds can support 
each other. Moody’s believes that there is enough potential 

for interfund support to justify evaluating across the entire government instead of fund by fund. This 
marks an evolution of Moody’s approach, which used to be focused on specific funds.

Finally, let’s address regional pooling. Local governments often participate in regional insurance pools, 
so why not regional arrangements for the risks the reserves guard against? The reason this may not 
provide as much benefit as one might expect is that the types of risks the reserves guard against (e.g., 
natural catastrophes, recessions) impact the entire region. If all members of a pool are impacted at the 
same time by the same risk, then a pool loses its value. Another way to think about it is that a pool within 
government brings together funds that might have different exposures. A pool between governments 
brings together funds (e.g., multiple general funds) that have the same exposures. 

RETHINKING RESERVE CHECKPOINTS

Apply Risk Pooling to Reserves

	 If you have separate reserves in the general fund for different risks, combine those reserves. 

	 Develop a policy for emergency interfund borrowing.

	 Consider pooling reserves across funds within your government. In some cases, you may already be 
de facto pooling the general fund with financially weaker funds. Improve your risk portfolio by adding 
other strong funds to the pool.

* We should note that Moody’s separates “fund balance ratio” and “liquidity ratio,” but both cover all funds. Also, it is important to note that 
the base score is a starting point, and Moody’s analysts may adjust a final rating up or down based on contextual factors particular to the 
local government being evaluated. 

The reason pooling works is 
diversification. Put simply, it 
is unlikely that a loss event 
will happen to all the pool 
participants at the same time.
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Understand Bond Ratings and Reserves
A rationale for holding a higher amount in reserves is that it will support a strong bond rating, which will 
translate to lower interest costs on the money a government borrows. Reserves play an important role 
in the ratings process. We can illustrate with Moody’s Investors Service: According to Moody’s rating 
methodology, available fund balance ratio* is worth 20% of the rating. Moody’s also examines liquidity 
ratio† because fund balance is an accounting term that can include assets not available for current 
spending. The liquidity ratio constitutes an additional 10% of the rating methodology. Thus, fund balance 
and cash together comprise 30% of the total ratings methodology. 

First, it is worth remembering that “fund balance” and “reserves” aren’t the same, though they are 
related. Fund balance includes a wider scope of resources, so it will be a larger number than reserves. 
With this in mind, we can see that fund balance/cash plays an important role in the ratings method. 
But what is considered a good level of fund balance? According to Moody’s, the “Aaa” rating (the 
highest) is associated with fund balances in excess of 35% of revenues. The “Aa” rating is associated 
with fund balances between 35% and 25%, and the “A” rating with 25% to 15%. That said, it is important 
to remember that while 30% of ratings evaluation is comprised of fund balances and cash, 70% is not. 
Further, the Moody’s documentation is clear that ratings analysts will consider local factors and other 
idiosyncrasies to arrive at the final rating. Thus, it is possible to have fund balances/cash below the range 
for a given rating yet still achieve that rating (or even a better rating). 

We also examined rating methodology documentation from S&P Global. Though the specifics of their 
method are different, the general conclusion is the same: Fund balances play an important, but not 
decisive, role in arriving at a final rating. A higher amount of fund balance will contribute to a higher 
rating, but it may not be sufficient to guarantee a higher rating. Similarly, a lower fund balance is not 
guaranteed to consign a local government to a lower rating. Other factors weigh more heavily, and 
ratings analysts have some discretion in assigning ratings based on local context.

Now that we know the role of fund balance in bond ratings, the next question to ask is: “Is a higher 
bond rating ‘worth’ the cost to obtain it?” A bond rating upgrade has a quantifiable benefit, which is the 
interest savings available at the next highest bond rating. To the extent that higher fund balance (and 
higher reserves) can move a local government from one bond rating to the next, then it is possible to 
measure the benefit. 

* The formula is: Available Fund Balance + Net Current Assets/Revenue
† The formula is: Unrestricted cash/revenue
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Let’s get a sense of the interest rate differences between bond ratings. Exhibit 1 shows the differences 
between interest rates (percentage points) at different bond ratings from 1993 to 2022. We show a 90% 
confidence range, which omits outliers on both the high and low side. It also is notable that the midpoint 
(median) is closer to the low side of the range. This means, most of the time, the differences between 
ratings are closer to the low value than the high value.

Percentage point differences from  
going from a higher to lower rating 

AAA  AA AA  A A  BAA



Notice that the 
midpoint is closer to 
the low side of the 
range. This means 
most of the time the 
differences between 
ratings are closer to 
the low value than  
the high value.

90% of the time, the 
difference is between 
these points.

Low 0.09% 0.10% 0.12%

Mid 0.11% 0.20% 0.38%

High 0.25% 0.62% 0.97%

What are the implications of the differences in interest rates? First, let’s get a sense of the differences in 
the total cost of bond issue due to an interest rate difference. Let’s imagine a 30-year, $200-million bond 
issue at 3% annual interest with a rating of A. The total cost of interest over the life of the bond issue 
would be about $106 million. If that same bond issue were to be issued with a rating of AA, let’s assume 
it would enjoy an interest rate that is better by 0.20% (the midpoint on our table). In that case, the total 
interest rate paid over the life of the bond would be about $98 million, or a difference of about $8 million. 
This equates to an average of about $260,000 per year. Conveniently, the midpoint for changes between 
ratings in the other columns on our table is roughly half or double the midpoint in Exhibit 1, so it is easy to 
imagine the financial benefit at other bond rating levels.

EXHIBIT 1  |  HISTORY OF INTEREST RATE DIFFERENCES BETWEEN BOND RATINGS, 1993 TO 2022 23



The question of whether these benefits are worth the cost of accumulating more fund balance depends 
on several factors, such as:

	 How much debt a government issues. If a government issues more debt, it will get more benefit 
from a lower interest rate (assuming it will issue the same amount of debt no matter its rating).

	 The duration of the payback period for the debt. A longer payback period will result in the 
government paying more total interest over the life of the bond, making a lower interest rate more 
impactful.

	 How high a bond rating would be without accumulating a large amount in reserves. For example, 
we can see in Exhibit 1 that the interest rate benefit between: 1) AAA and AA is much smaller than  
2) A and BAA. This means that, all else being equal, a government that can improve from BAA to A 
by accumulating fund balance would benefit more than a government that can go from AA to AAA.

	 The opportunity costs of holding fund balances and reserves. Fund balances/reserves are not 
costless to hold. Money held by the government is money taken out of the private economy. A less 
abstract opportunity cost is the public service forgone by not spending this money. In a private 
firm, the opportunity cost of idle funds is, essentially, the rate of profit that could be made by 
directing the funds to a business opportunity. Unfortunately, there is not yet a widely accepted, 
useful way to measure opportunity costs of idle funds in local government. The effect of this has 
been that the cost of holding idle funds in local government is often underestimated.

	 Secondary benefits of a higher bond rating. A higher bond rating might confer prestige to the 
local government, perhaps resulting in greater trust and confidence from the public or making the 
locality more attractive to businesses.

	 How much additional “coverage” from risk more reserves will buy. This speaks to the marginal 
value from accumulating more reserves. If the additional reserves are unlikely to be used, then the 
potential benefit from the standpoint of risk mitigation is low. That said, we should remember that 
rating agencies are measuring fund balance and cash. A local government could also accumulate 
reserves as part of a sinking fund to pay for a special project. The monies in the sinking fund would 
count positively in the rating agency evaluation.

RETHINKING RESERVE CHECKPOINTS

Understand Bond Ratings and Reserves

	 Fund balances and cash are an important but not an overwhelming determinant of bond ratings.

	 Because fund balances/cash are not costless to accumulate and hold, governments should ask if 
a higher bond rating is worth the cost of holding. The cost versus benefit of a higher bond rating 
is a function of the amount and duration of debt the government issues, the likely improvement 
in interest rates available from a rating increase, the marginal improvement in risk management 
available from holding more reserves, and the opportunity cost of holding fund balance/cash. 

Conclusion
Reserves help local governments manage risks by making resources available for unplanned, 
unavoidable expenditures and revenue interruptions. This makes reserves a form of self-insurance. We 
have advocated that local governments treat reserves more like self-insurance, including using insurance 
metaphors to discuss and plan reserve strategies, using risk analysis to determine the size of the reserve, 
complementing reserves with commercial insurance strategies, pooling risks that reserves are used to 
cover, and more. This will help local governments make savvier financial decisions about how to manage 
risk and make their communities more prepared for a volatile and uncertain world.
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	 Chen, G. (2019). Assessing the financial impact of natural disasters on local governments. Public Budgeting & Finance, 40(1), 22–44. 
	 Lee, S., & Chen, G. (2022). Disaster experience and governments’ savings: The moderating role of organizational capacity. Journal of Public 

Administration Research & Theory, 32(3), 591–609. 

	 Pope, J. V., & Leland, S. M. (2019). Isn’t a flood a “rainy day”? Does the political nature of disasters impact the uses of states’ rainy day funds? 
Social Science Quarterly, 100(7), 2555–2565.

2	 For further discussion, see, for example: Stewart, L. M., Hildreth, R. W., & Antwi-Boasiako, K. B. (2017). The fund balance conundrum: An ethical 
perspective. Administration & Society, 47(8), 915–942.

3	 For data on declining trust in experts, see: Funk, C., Tyson, A., Kennedy, B., & Johnson, C. (2020, September 29). Science and scientists held 
in high esteem across global publics: 1. Scientists are among the most trusted groups in society, though many value practical experience over 
expertise. Pew Research Center. https://www.pewresearch.org/science/2020/09/29/scientists-are-among-the-most-trusted-groups-in-society-
though-many-value-practical-experience-over-expertise/

4	 For an example of an analysis of growth rates over time, see the work of economist Robert J. Gordon. https://gordon.economics.northwestern.
edu/

5	 Pisano, M. A. (2017). The puzzle of the American economy: How changing demographics will affect our future and influence our politics. Praeger. 
6	 See, for example, empirical research on state governments analyzing time to fiscal recovery following economic recessions: 

	 Buerger, C. (2020). The effect of economic downturns on state budgets: A counterfactual analysis of the great recession. Applied Economic 
Letters, 28(21), 1852–1859. 

	 Buerger, C., Sandel, R., Reitano, V., Jones, P., & Lofton, M. (2021). Extending difference-in-differences frameworks to Granger equations: 
Evidence from cutback management during three recessions. International Journal of Public Sector Management, 34(6), 688–705.

	 Rueben, K., Randall, M., & Boddupalli, A. (2018). Budget processes and the great recession: How fiscal institutions shape tax and spending 
decisions. Urban Institute, Washington, DC. Retrieved from https://www.taxpolicycenter.org/publications/budget-processes-and-great-
recession.

	 Rosewicz, B. (2018). Over long term, revenue lags behind expenses in 10 states. The Pew Center for Charitable Trusts, Washington, DC. Retrieved 
from https://www.pewtrusts.org/en/research-and-analysis/articles/2018/11/19/over-long-term-revenue-lags-behind-expenses-in-10-states.

7	 See, for example, the following journal articles empirically examining local government expenditure stabilization: 

	 Marlowe, J. (2005). Fiscal slack and counter-cyclical expenditure stabilization: A first look at the local level. Public Budgeting & Finance, 25(3), 
48–72.

	 Wang, W., & Hou, Y. (2012). Do local governments save and spend across budget cycles? Evidence from North Carolina. American Review of 
Public Administration, 42(2), 152–169.

8	 For research examining the relationship between public pensions and reserves retained in budget stabilization funds, see the following: 

	 St. Clair, T. (2013). The impact of budget stabilization funds on state pension contributions. Public Budgeting & Finance, 33(3), 55–74.
9	 This was the view expressed by an insurance industry expert at a live educational event hosted by GFOA in 2022.
10	From 1960 to the early 1990s, personal savings rates were around or above 10% but then sharply dropped, reaching a low of around 3% to 4% 

in 2005 to 2008. Savings increased after the 2008 Great Recession, averaging around 7.5% until the COVID-19 pandemic, when it jumped to 
historically high levels. After the pandemic, savings rates dropped dramatically, plummeting to the all-time lows of 2005 to 2008. 

11	For a few more recent examples of research analyzing government savings patterns over time, and in relation to the business cycle, please see 
the following journal articles: 

	 Arapis, T., & Reitano, V. (2018). A glimmer of optimism in government savings accumulation? An empirical examination of municipal unassigned 
fund balance in Florida. Public Finance Review, 46(3), 389–420.

	 Barrett, N., Fowles, J., Jones, P., & Reitano, V. (2019). Forecast bias and fiscal slack accumulation in school districts. American Review of Public 
Administration, 49(5), 601–613. 

	 Stewart, L. M., Hamman, J. A., & Pink-Harper, S. A. (2017). The stabilization effect of local government savings: The case of Illinois counties. 
Public Budgeting & Finance, 38(2), 23–39.

	 Wang, S., & Scorsone, E. (2019). Economic resilience after the Great Recession: An examination of unreserved fund balance in Michigan counties. 
Local Government Studies, 46(5), 716–733. 

12	For example, according to a survey conducted by Bankrate in 2021, 46% of Americans are saving for a specific financial goal such as a home 
purchase, vacation, or education, while only 28% are saving for an emergency fund.

13	Please see the following research for further related discussion: 

	 Fenimore, A., & McCue, C. (2021). Are public managers wired for risk aversion? Public Finance & Management, 20(1). 

	 Hildreth, B. W., Yeager, S. J., Miller, G. J., & Rabin, J. (2017). Finance managers’ propensity to save. Journal of Public Budgeting, Accounting & 
Financial Management, 24(2), 1–35. 

14	See, for example, the following journal articles for examples of how to empirically analyze reserves: 

	 Marlowe, J. (2005). Fiscal slack and counter-cyclical expenditure stabilization: A first look at the local level. Public Budgeting & Finance, 25(3), 
48–72.

	 Wang, W., & Hou, Y. (2012). Do local governments save and spend across budget cycles? Evidence from North Carolina. American Review of 
Public Administration, 42(2), 152–169.

SHOULD WE RETHINK RESERVES?

25
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The Government Finance Officers Association (GFOA) recently published a report entitled Should We Rethink
Reserves? A Multimillion Dollar Question recommending that governments use risk analysis techniques to
optimize the use of their reserves beyond adhering to traditional reserve standards. This approach can allow
governments to tailor their reserve needs to their particular circumstances rather than following a “one size
fits all” policy. The considerations in the report are based on lessons learned from GFOA’s consulting work
with governments as well academic research.

Reserves Versus Fund Balance

The terms reserves and fund balances are often used interchangeably, but they have different meanings.

Reserves is a budgetary policy term that describes additional available, liquid resources, such as cash and
investments outside the budget, to be used if appropriated funds are insufficient. These funds may be used
for contingencies, emergencies or other unplanned events.

Fund balance, however, is an accounting term referring to the difference between assets and liabilities, or the
net position of governmental funds calculated according to generally accepted accounting principles
(GAAP). GAAP establishes five components of fund balance. The first two, nonspendable and restricted fund
balance, are resources that cannot be spent because of legal or contractual restrictions. The remaining three
components—committed, assigned and unassigned fund balance—involve constraints that can be lifted by
the government and used for any purpose.

Current GFOA Fund Balance Policy

GFOA has recommended for many years that general purpose governments maintain unrestricted budgetary
fund balance in their general fund of at least two months of regular general fund operating revenues or
regular general fund operating expenditures. A lower unrestricted fund balance may be appropriate for states
and larger governments, such as cities and counties, because they can often better predict contingencies and
they typically have diverse revenue streams.

GFOA also recommends that governments establish a formal unrestricted fund balance policy that considers
the government’s specific circumstances. Factors to be considered in fund balance policy include: revenue
predictability and expenditure volatility; perceived exposure to one-time disasters or immediate expenses; the
potential drain on general fund resources from other funds and the availability of resources in other funds;
the potential impact on the government’s bond rating and borrowing costs; and funds that are already
committed or assigned for specific purposes.

The rating agencies associate the level of ratings with fund balance amounts. For example, Moody’s associates
an "AAA" rating with fund balances in excess of 35% of revenues, the “Aa” rating with fund balances between
35% and 25% and the “A” rating with 25% to 15%. However, factors other than fund balance, such as economic
conditions, debt management policies, administrative issues and financial performance also contribute to
ratings. Overall, a majority of the ratings evaluation is based on factors other than the size of fund balance.

Many Chicago area governments have developed formal unreserved fund balance policies or “rainy day” funds
to mitigate financial risks and revenue shortfalls. For example, Cook County’s reserve policy maintains an
unassigned fund balance in the General Fund of no less than two months (16.67%) or “floor,” and a “ceiling” of
three months’ worth (25.0%) of the General Fund’s total expenditures, plus total other financing uses (e.g.
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transfers out) from the most recent audit. If the unassigned fund balance drops below the two
month “floor” of audited General Fund expenditures, the policy directs the County to develop an action plan to
replenish the fund balance in coordination with the annual adopted budget. If the unassigned fund balance
exceeds the three-month “ceiling,” the County can use these funds to pay for nonrecurring expenses, an
outstanding liability (i.e., pensions or bonded debt) or transfer it to a committed or assigned fund balance in
the following fiscal year. The County’s policy indicates that it will also maintain an assigned fund balance for
purposes of a Pension Stabilization Fund. This fund is used to offset unanticipated increases in the pension
contributions to the Cook County Pension Fund. 

Why Rethink Reserves?

The GFOA recognizes that its longstanding best practice guidance on reserve levels may not be individualized
enough to optimize a government's reserves based on local risk factors.

GFOA cites four reasons why governments should rethink their strategies on reserves. 

1. There is increasing uncertainty and volatility in the world, particularly as related to economic
disruptions and severe weather.

2. There is a growing lack of public trust in governments and experts. This can be manifested in
opposition to governments holding large reserves rather than using those resources for
current expenses.

3. Government increasingly face serious resource constraints, driven by rising employee benefit
costs, legal restrictions on revenue increases and stagnant revenue growth. These limits
suggest that governments reconsider the use of all resources, including reserves, to meet
these financial demands.

4. Advances in information technology allow governments to better analyze and devise optimal
reserve strategies.

Risks Governments Face

Governments face a number of risks on an ongoing basis, including risks related to financial and economic
disruptions such as a recessions or rising pension costs, public health emergencies such as the COVID 19
pandemic, public safety challenges such as rising crime rates and severe weather events such as hurricanes,
fires, flooding and snowstorms.

Reserves are an important tool for helping to manage these risks. However, GFOA believes there are several
issues with the traditional model of using reserves as savings accounts, rather than as a risk management
tool. Focusing on savings ignores the issue of opportunity costs, in which the governments forego potential
benefits by choosing one alternative over another. Also, taxpayers may object to governments holding large
reserves rather than using funds for current expenses or cutting taxes. Reserve funds might be better used to
benefit the current generation of taxpayers if they are used now. 

Given these considerations, GFOA suggests that governments consider using an insurance model as the basis
of determining the appropriate levels of reserves rather than the current focus on a savings account model.
They should not discard the traditional model of using reserves as savings accounts for cash flow purposes,
contingencies or a sinking fund to accumulate resources to “prepay” for desired capital investments or
programs. Rather, they should consider adopting a more comprehensive and nuanced approach that employs
reserves as a self insurance strategy and also considers using commercial insurance policies to supplement
reserves for events with potentially severe consequences with a lower probability of occurrence. In sum, self
insurance and commercial insurance strategies can complement each other to optimize a government’s risk
strategy.

Strategies to Rethink Government Reserve Policies

GFOA recommends that governments consider the following strategies to rethink and adjust their reserve
policies. 

Risk-Based Reserve Analysis. Governments should develop a risk-aware reserves policy to help determine the
appropriate level of reserves. This requires conducting a qualitative or quantitative risk assessment. GFOA
notes that governments should think of a reserve funding target as a range instead of a single point to
accommodate some of the uncertainty in risks. While some governments may possess in-house expertise,
conducting a risk analysis may require the services of a consultant.
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Develop a Comprehensive Reserve Policy. A formal policy should be developed based on the results of the risk
analysis that defines the minimum and maximum amount of reserves.

Optimize the Combination of Commercial Insurance and Self-Insurance. Because the risk-based approach can
help identify the amount of reserves needed based on the risk potential, the governments can more easily
consider whether to hold reserves or purchase private insurance to mitigate risks.

Optimize Investment Strategies. A risk analyzer can more accurately determine how much liquid resources are
needed to mitigate risk, thereby freeing up resources for higher yield, less liquid investments.

Develop External Risk Pools. Governments should consider developing intergovernmental risk pools to realize
cost savings.

Understand Bond Ratings and Reserves. Governments should use risk analysis to determine if high reserves
are worth the cost to maintain bond ratings or if the funds could be better used for other purposes.
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Contributed Gifts Fund

November 30, 2023

R&P R&P R&P R&P FINANCE POLICE POLICE
R&P  MEMORIAL FRANCES X. CIVIC DEIDRICK

HELMET R&P TREES &  SWEENEY R&P R&P TRIANGLE R&P FIELD PRESS DEPT. DEPT.

RODEO GENERAL BENCHES  MEMORIAL DOG PARK PLAYGROUND MEMORIAL TOY BOX BOX AUDITORIUM AUSTISM VEHICLE
FISCAL YEAR 2024 DONATIONS DONATIONS DONATIONS DONATIONS DONATIONS DONATIONS DONATIONS DONATIONS DONATIONS A/V UPGRADE TRAINING  CHALLENGE

REVENUES
REC & PARKS TOY BOX DONATIONS $220.00
K9 DONATIONS

POLICE DEPT. GENERAL DONATIONS

TOTAL REVENUES $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $220.00 $0.00 $0.00 $0.00 $0.00

EXPENDITURES

07/14/23 EAST COAST K-9 TICO
08/04/23 JP MORGAN CHASE

08/04/23 D.DRISCOLL REIMBURSEMENT

08/18/23 PETTY CASH

08/18/23 MEDIA HERE& NOW LLC

08/04/23 JP MORGAN CHASE

09/04/23 JP MORGAN CHASE

09/04/23 JP MORGAN CHASE

10/04/23 JP MORGAN CHASE

10/04/23 JP MORGAN CHASE

11/22/23 PO 240394 POSITIVE PROMOT

11/04/23 JP MORGAN CHASE

TOTAL EXPENDITURES $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

NET CURRENT YEAR ACTIVITY $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $220.00 $0.00 $0.00 $0.00 $0.00

PRIOR YEAR BALANCE $594.72 $29.60 $1,271.39 $65.00 $725.97 $60,486.32 $1,140.00 $0.00 $12,600.00 $151.00 $1,700.00 $780.11

CURRENT YEAR BALANCE $594.72 $29.60 $1,271.39 $65.00 $725.97 $60,486.32 $1,140.00 $220.00 $12,600.00 $151.00 $1,700.00 $780.11
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Contributed Gifts Fund

November 30, 2023

FISCAL YEAR 2024

REVENUES
REC & PARKS TOY BOX DONATIONS

K9 DONATIONS

POLICE DEPT. GENERAL DONATIONS

TOTAL REVENUES

EXPENDITURES

07/14/23 EAST COAST K-9 TICO
08/04/23 JP MORGAN CHASE

08/04/23 D.DRISCOLL REIMBURSEMENT

08/18/23 PETTY CASH

08/18/23 MEDIA HERE& NOW LLC

08/04/23 JP MORGAN CHASE

09/04/23 JP MORGAN CHASE

09/04/23 JP MORGAN CHASE

10/04/23 JP MORGAN CHASE

10/04/23 JP MORGAN CHASE

11/22/23 PO 240394 POSITIVE PROMOT

11/04/23 JP MORGAN CHASE

TOTAL EXPENDITURES

NET CURRENT YEAR ACTIVITY

PRIOR YEAR BALANCE

CURRENT YEAR BALANCE

POLICE POLICE POLICE

DEPT. DEPT. PUBLIC 

K-9 GENERAL SAFETY
 PROGRAM DONATIONS  DOCK TOTAL

$2,000.00

$3,323.00

$2,000.00 $3,323.00 $0.00 $5,543.00

$9,950.00 $0.00

$1,905.49

$46.47

$50.00

$500.00

$230.24

$709.47

$1,701.97

($244.38)

$2,958.90

$503.27

$326.15

$12,320.58 $6,317.00 $0.00 $18,637.58

($10,320.58) ($2,994.00) $0.00 ($13,094.58)

$14,897.23 $11,234.78 $7.04 $105,683.16

$4,576.65 $8,240.78 $7.04 $92,588.58
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GENERAL FUND

STATEMENT OF EXPENDITURES COMPARED TO BUDGET

FOR FISCAL YEAR 2023-2024, THROUGH NOVEMBER 30, 2023

WITH COMPARATIVE ACTUAL AMOUNTS

FOR FISCAL YEAR 2022-2023, THROUGH  NOVEMBER 30, 2022

FISCAL YEAR 2024

FISCAL YEAR 2024 VARIANCE FISCAL YEAR

FISCAL YEAR 2024 FISCAL YEAR 2024 PERCENT FAVORABLE 2022-2023

APPROPRIATED ACTUAL EXPENDED (UNFAVORABLE) ACTUAL

GENERAL GOVERNMENT

Board of Selectmen $207,605 $75,196 36.22% 132,409 $81,597

Registrar of Voters $79,488 $42,083 52.94% 37,405 $55,628

Board of Finance $70,159 $68,936 98.26% 1,223 $69,541

Assessor $292,148 $113,809 38.96% 178,339 $109,265

Board of Assessment Appeals $1,602 $223 13.93% 1,379 $314

Tax Collector $217,865 $101,665 46.66% 116,200 $97,873

Finance Department $747,721 $371,505 49.68% 376,216 $320,331

Legal Department $370,000 $354,584 95.83% 15,416 $93,035

Town Clerk $252,225 $110,854 43.95% 141,371 $153,998

Planning and Zoning $661,210 $242,359 36.65% 418,851 $268,210

Building Maintenance $899,770 $555,676 61.76% 344,094 $399,113

Insurance $5,105,857 $1,406,298 27.54% 3,699,559 $1,245,046

Economic Development Commission $27,447 $9,604 34.99% 17,843 $2,117

Conservation Commission $18,250 $13,416 73.51% 4,834 $1,447

Zoning Board of Appeals $4,310 3,000 69.61% 1,310 3,009

Retirement Commission $7,049,737 $3,430,597 48.66% 3,619,140 $3,202,133

R.T.M. $18,903 $13,579 71.83% 5,324 $14,145

Building Department $297,609 $103,052 34.63% 194,557 $86,233

Youth Service Bureau $239,827 $115,480 48.15% 124,347 $95,376

Social Service Grants/Miscellaneous $88,182 $86,975 98.63% 1,207 $81,991

Contingency Fund $142,758 0 0.00% 142,758 0

Emergency Management $1,094,563 $373,645 34.14% 720,918 $403,928

Fire Services $3,531,618 $1,960,443 55.51% 1,571,175 $1,835,197

Police Department $6,766,554 $2,549,142 37.67% 4,217,412 $2,437,267

Public Works Department $4,994,798 $2,676,994 53.60% 2,317,804 $2,649,602

Conservation of Health $148,407 148,407 100.00% (0) 148,126

Public Health Nursing $25,911 10,000 38.59% 15,911 24,000

Senior Citizens Commission $484,631 210,984 43.53% 273,647 173,378

Waterford Public Library $1,006,837 $420,590 41.77% 586,247 $396,949
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GENERAL FUND

STATEMENT OF EXPENDITURES COMPARED TO BUDGET

FOR FISCAL YEAR 2023-2024, THROUGH NOVEMBER 30, 2023

WITH COMPARATIVE ACTUAL AMOUNTS

FOR FISCAL YEAR 2022-2023, THROUGH  NOVEMBER 30, 2022

FISCAL YEAR 2024

FISCAL YEAR 2024 VARIANCE FISCAL YEAR

FISCAL YEAR 2024 FISCAL YEAR 2024 PERCENT FAVORABLE 2022-2023

APPROPRIATED ACTUAL EXPENDED (UNFAVORABLE) ACTUAL

Recreation and Parks $1,418,773 $697,861 49.19% 720,912 $809,959

Flood and Erosion Control Bd. $2,138 62 2.92% 2,076 438

Ethics Commission $900 156 17.34% 744 0

Human Resources $259,836 $144,985 55.80% 114,851 $150,259

Information Technology $1,165,181 $784,036 67.29% 381,145 $681,172

Transfer to Waterford Special Activity Fund $4,750 $4,750 100.00% 0 $4,750

Transfer to Waterford Shellfish Fund $4,134 $4,134 100.00% 0 $1,721

Transfer to Capital Improvement Fund $2,514,192 $2,514,192 100.00% 0 $2,987,901

Transfer to Capital & Non-Recurring Fund $2,564,150 $2,564,150 100.00% 0 $1,238,824

Transfer to Dog Fund $100,000 $100,000 100.00% 0 $60,000

Debt Service $8,148,250 $7,342,768 90.11% 805,482 $5,447,016

Total General Government $51,028,296 $29,726,189 58.25% $21,302,107 $25,830,889

Board of Education $54,193,983 $14,889,103 27.47% 39,304,880 $13,686,559

Total General Fund $105,222,279 $44,615,292 42.40% $60,606,987 $39,517,448
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TOWN OF WATERFORD

STATEMENT OF REVENUES COMPARED TO ANTICIPATED

FOR FISCAL YEAR 2023-2024, THROUGH NOVEMBER 30, 2023

WITH COMPARATIVE ACTUAL AMOUNTS

FOR FISCAL YEAR 2022-2023, THROUGH  NOVEMBER 30, 2022

 

FAVORABLE

FISCAL (UNFAVORABLE)

FISCAL FISCAL YEAR FISCAL FISCAL

YEAR YEAR 2023-2024 YEAR YEAR

2023-2024 2023-2024 PERCENT 2023-2024 2022-2023

BUDGET ACTUAL RECEIVED VARIANCE ACTUAL

STATE OF CONNECTICUT

EDUCATION

EQUALIZED COST SHARING $326,444 $81,611 25.00% (244,833) $81,611

HEALTH & WELFARE $6,359 $0 0.00% (6,359) $0

SUB TOTAL 332,803 81,611 24.52% (251,192) 81,611

GENERAL GOVERNMENT

PILOT-DISABLED 1,200 0 0.00% (1,200) $0

TIERED PILOT 315,978 347,575 110.00% 31,597 $316,181

TAX RELIEF-VETERANS 5,000 0 0.00% (5,000) $0

COURT FINES 0 2,323 #DIV/0! 2,323 $1,460

CIVIL PREPAREDNESS 20,000 0 0.00% (20,000) $19,653

TELECOMMUNICATIONS PROPERTY TAX 58,071 0 0.00% (58,071) $0

TOWN AID ROADS-IMPROVED 321,120 160,680 50.04% (160,440) $160,560

LOCAL CAPITAL IMPROVEMENT (LOCIP) 116,994 0 0.00% (116,994) $0

SDE STATE GRANT 14,000 3,526 25.18% (10,474) $7,000

ENHANCEMENT 911 22,981 11,291 49.13% (11,690) $11,209

MUNICIPAL REVENUE SHARE GRANT 379,498 493,810 130.12% 114,312 $373,384

GRANTS FOR MUNICIPAL PROJECTS 68,510 0 0.00% (68,510) $0

TOTAL GENERAL GOVERNMENT 1,323,352 1,019,205 77.02% (304,147) 889,447

TOTAL STATE OF CONNECTICUT 1,656,155 1,100,816 66.47% (555,339) 971,058

OTHER SOURCES

EDUCATION

TUITION 60,000 0 0.00% (60,000) 9,604

RENT & MISCELLANEOUS 1,500 986 65.73% (514) 986

SUB TOTAL 61,500 986 1.60% (60,514) 10,590



TOWN OF WATERFORD

STATEMENT OF REVENUES COMPARED TO ANTICIPATED

FOR FISCAL YEAR 2023-2024, THROUGH NOVEMBER 30, 2023

WITH COMPARATIVE ACTUAL AMOUNTS

FOR FISCAL YEAR 2022-2023, THROUGH  NOVEMBER 30, 2022

 

FAVORABLE

FISCAL (UNFAVORABLE)

FISCAL FISCAL YEAR FISCAL FISCAL

YEAR YEAR 2023-2024 YEAR YEAR

2023-2024 2023-2024 PERCENT 2023-2024 2022-2023

BUDGET ACTUAL RECEIVED VARIANCE ACTUAL

GENERAL GOVERNMENT

INTEREST & LIENS 291,306 147,234 50.54% (144,072) 103,524

INTEREST ON INVESTMENTS 2,500,000 1,490,024 59.60% (1,009,976) 692,926

RECREATION & PARKS 165,000 166,570 100.95% 1,570 156,586

BUILDING INSPECTOR 400,000 230,759 57.69% (169,241) 321,215

LICENSE, FEE, PERMIT, FINE 135,309 6,416 4.74% (128,894) 9,074

LIBRARY 0 608 #DIV/0! 608 23

WATER MAIN ASSESSMENTS 0 0 #DIV/0! 0 0

SALE OF VEHICLES 0 #DIV/0! 0 683

SALE OF EQUIPMENT 1,000 60 5.97% (940) 5,059

SCRRRA REBATE 0 0 #DIV/0! 0 0

NL RADIO COMM. NETWORK USE FEE 72,000 0 0.00% (72,000) 0

ALARM PENALTIES 0 0 #DIV/0! 0 0

BULKY WASTE FEES 110,000 51,324 46.66% (58,676) 48,977

MISCELLANEOUS 27,582 128,038 464.21% 100,456 99,198

CONVEYANCE TAX 200,000 141,379 70.69% (58,621) 153,443

EMS-REG COMM CTR FEES 6,000 1,500 25.00% (4,500) 1,500

SEWER ASSESSMENTS 0 0 #DIV/0! 0 0

PLANNING& ZONING, ZBA, CONSRV COMM 54,183 21,576 39.82% (32,607) 34,225

TOWN CLERK FEES 175,000 62,677 35.82% (112,323) 66,885

LIENS -COLLECTED BY UTILITY COMMISSION 0 0 #DIV/0! 0 0

TIPPING FEES 275,000 44,375 16.14% (230,625) 67,758

RECYCLING 45,000 17,568 39.04% (27,432) 27,237

COST SHARING PRR 0 0 #DIV/0! 0 187,367

TRANSFERS FROM OTHER FUNDS 0.00 0 #DIV/0! 0 17,177

TRANSFERS IN-PY ENCUMBRANCES 0 3,744 #DIV/0! 3,744 0

EUGENE O'NEILL GATE/LEASE REVENUE 10,000 0 0.00% (10,000) 0

AMBULANCE OPERATING SUBSIDY 0 0 #DIV/0! 0 0

YSB BOE CLERICAL STIPEND 5,000 5,000 100.00% 0 5,000

RENTAL OF BUILDINGS 50,000 27,787 55.57% (22,213) 53,154

SENIOR SERVICES 10,196 8,264 81.05% (1,932) 5,777

VERSA KART/BLUE BOXES 10,000 4,100 41.00% (5,900) 3,870

PUBLIC WORKS BOE CUSTODIAL SUBSIDY 73,218 73,218 100.00% 0 0

SUB TOTAL 4,615,794 2,632,220 57.03% (1,983,574) 2,060,658

TOTAL OTHER SOURCES 4,677,294 2,633,206 56.30% (2,044,088) 2,071,248

PROPERTY TAXATION

CURRENT PROPERTY TAX 95,263,203 72,037,141 75.62% (23,226,062) 72,101,979

PRIOR YEAR TAXES 476,546 163,791 34.37% (312,755) 110,768

TOTAL PROPERTY TAXATION 95,739,749 72,200,932 75.41% (23,538,817) 72,212,747

TOTAL REVENUES 102,073,198 75,934,954 74.39% (26,138,244) 75,255,053



TOWN OF WATERFORD

CAPITAL PROJECTS FUNDS

NOVEMBER 30, 2023

 

REMAINING BALANCE

FUND NO. DESCRIPTION APPROPRIATION EXPENDED BALANCE PCT EXP RETURNED

424 DISTRICT MAGNET SCHOOL/EARLY CHLDHD LRN CTR 21,248,892.00 21,248,807.19 84.81 100.00%

432 WATERFORD HIGH SCHOOL BUILDING PROJECT 68,362,787.00 67,786,416.66 576,370.34 99.16%

TOTALS 89,611,679.00 89,035,223.85 576,455.15 99.36% 0.00

PRIOR YEAR EXPENDITURES 89,035,223.85

CURRENT YEAR EXPENDITURES 0.00

 



TOWN OF WATERFORD

STATEMENT OF REVENUES, EXPENDITURES, 

AND CHANGES IN FUND BALANCE

FLEET MANAGEMENT FUND

AS OF  NOVEMBER 30, 2023

  

Revenues:

   Investment Income 93,079

   Vehicle Rentals 24,163

   Sale of Vehicles 3,063

   Insurance Settlement 47,845

Total Revenues 168,149

Expenditures:

   Equipment Replacement 97,041

   Vehicle Replacement 1,556,645

Total Expenditures 1,653,687

Excess (Deficiency) of Revenues Over Expenditures (1,485,538)

Other Financing Sources (Uses):

   Transfers from other funds 1,000,000

Total Other Financing Sources (Uses) 1,000,000

Net Change in Fund Balances (485,538)

Fund Balances - Beginning 3,509,747

Fund Balances - Ending 3,024,209



TOWN OF WATERFORD

CAPITAL IMPROVEMENT FUND

 NOVEMBER 30, 2023

EXPENDED/ PERCENT TRANSFERS

ACCOUNT DEPT/YEAR DESCRIPTION APPROPRIATED ENCUMBERED BALANCE EXPENDED OUT

30124-55738 BOS FY24 FLEET MANAGEMENT PLAN 1,000,000.00 1,000,000.00 0.00 100.0% 1,000,000.00 TO FLEET MANAGEMENT FUND

30716-55793 FINANCE (IT) FY16 FINANCIAL ACCOUNTING SOFTWARE 170,000.00 157,508.18 12,491.82 92.7%

31117-55803 BLDG MAINT FY17 PARKING LOT -YOUTH SERVICES 300,000.00 21,700.00 278,300.00 7.2%

31118-55803 BLDG MAINT FY18 PARKING LOT -YSB/POLICE 195,320.00 57,000.00 138,320.00 29.2%

31120-55851 BLDG MAINT FY20 ADA IMPROVEMENTS YSB/PD 87,000.00 20,800.00 66,200.00 23.9%

31120-55852 BLDG MAINT FY20 TOWN HALL BATHROOMS 87,500.00 87,500.00 0.00 100.0%

31121-55851 BLDG MAINT FY21 ADA IMPROVEMENTS YSB/PD 80,700.00 15,139.00 65,561.00 18.8%

31122-55819 BLDG MAINT FY22 UST REPLACEMENT               250,000.00 247,769.41 2,230.59 99.1%

31122-55892 BLDG MAINT FY22 AC UNIT REPLACMENT RADIO SITES 60,500.00 47,089.15 13,410.85 77.8%

31122-55893 BLDG MAINT FY22 EUGENE O'NEILL  ROOF REPLACE  60,767.64 60,767.64 0.00 100.0%

31123-55904 BLDG MAINT FY23 UST REPLACEMENT EUGENE O'NEILL 260,000.00 79,950.67 180,049.33 30.8%

31123-55905 BLDG MAINT FY23 UST REPLACEMENT LIBRARY&PUBLIC SAFETY 420,000.00 260,616.00 159,384.00 62.1%

31123-57857 BLDG MAINT FY23 CIVIC TRIANGLE UPGRADES       1,012,390.00 1,012,386.61 3.39 100.0%

31124-55912 BLDG MAINT FY24 TOWN DOCK REPLACEMENT         40,000.00 0.00 40,000.00 0.0%

31124-55913 BLDG MAINT FY24 JORDAN PARKHOUSE REPAIRS      25,000.00 0.00 25,000.00 0.0%

31124-55915 BLDG MAINT FY24 SEPTIC REPLMT (EUGENE O'NEILL) 43,500.00 39,304.00 4,196.00 90.4%

32224-55908 EMERGENCY MANAGEMENT FY24 APCO INTELLICOM GUIDECARD SYST 40,000.00 0.00 40,000.00 0.0%

32224-55909 EMERGENCY MANAGEMENT FY24 EVENTIDE NEXLOGDX RECORDER    88,701.00 0.00 88,701.00 0.0%

32323-55900 FIRE SERVICES FY23 COHANZIE EMERGENCY GENERATOR 57,000.00 60,000.00 (3,000.00) 105.3%

32323-55907 FIRE SERVICES FY23 PAGERS UPGRADE/REPLACEMNENT 25,000.00 24,179.40 820.60 96.7%

33020-55850 PUBLIC WORKS FY20 CROSS ROAD                    2,754,000.00 1,872,492.97 881,507.03 68.0%

33020-59300 PUBLIC WORKS FY20 FUNDING OFFSET-CROSS ROAD                    (2,754,000.00) (2,611,641.60) (142,358.40) 94.8%

33021-55867 PUBLIC WORKS FY21 REMOVE UST COHANZIE FIRE 348,790.00 336,563.20 12,226.80 96.5%

33022-55882 PUBLIC WORKS FY22 NORMAN/CONCRETE PANELS        80,100.00 108,584.98 (28,484.98) 135.6%

33022-55883 PUBLIC WORKS FY22 WILLIAM ST CONCRETER SIDEWALK 42,300.00 65,877.78 (23,577.78) 155.7%

33022-55884 PUBLIC WORKS FY22 SUMMER STREET/CONCRETE SW     33,420.00 39,600.98 (6,180.98) 118.5%

33022-55885 PUBLIC WORKS FY22 DAVID STREET/CONCRETE SW      43,680.00 70,110.78 (26,430.78) 160.5%

33023-55890 PUBLIC WORKS FY23 ROAD RESURFACING EVERSOURCE AF 315,951.00 0.00 315,951.00 0.0%

33023-55901 PUBLIC WORKS FY23 CURB REPLACEMENT SANDY HOLLW 319,300.00 10,720.56 308,579.44 3.4%
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TOWN OF WATERFORD

CAPITAL IMPROVEMENT FUND

 NOVEMBER 30, 2023

EXPENDED/ PERCENT TRANSFERS

ACCOUNT DEPT/YEAR DESCRIPTION APPROPRIATED ENCUMBERED BALANCE EXPENDED OUT

33023-55902 PUBLIC WORKS FY23 RD RESURFACING SEC A, AREA 3          325,915.00 199,382.06 126,532.94 61.2%

33024-55911 PUBLIC WORKS FY24 BLOOMINGDALE/HUNTS BRK CULVERT 15,000.00 0.00 15,000.00 0.0%

33024-55914 PUBLIC WORKS FY24 ROTARY LIFT REPLACEMENTS      75,000.00 74,972.00 28.00 100.0%

33121-55871 UTILITY COMM FY21 EVERGREEN PUMP STATION 375,000.00 369,309.92 5,690.08 98.5%

33122-55894 UTILITY COMM FY22 CONTROL PANEL RETRO-FIT (GORMA 30,000.00 0.00 30,000.00 0.0%

33123-55019 UTILITY COMM FY23 CONTRACT #1 SEWER INTERCEPTOR EASEMENT ACCESS 250,000.00 75,200.00 174,800.00 30.1%

33123-55895 UTILITY COMM FY23 ROOF & SIDING REPLACEMENT     50,000.00 5,209.66 44,790.34 10.4%

33123-55906 UTILITY COMM FY23 WUC BILLING SOFTWARE 130,000.00 130,000.00 0.00 100.0%

33720-55854 REC & PARKS FY20 LEARY BASKETBALL COURT REBUILD 91,000.00 0.00 91,000.00 0.0%

33720-55855 REC & PARKS FY20 TOWN HALL BASKETBALL COURT REP 41,000.00 0.00 41,000.00 0.0%

33722-55896 REC & PARKS FY22 EQUIPMENT STORAGE PLAN        21,000.00 16,750.00 4,250.00 79.8%

33723-55838 REC & PARKS FY23 CHILDREN'S PLAYGROUND 40,000.00 0.00 40,000.00 0.0%

34723-55021 INFORMATION TECHNOLOGY  FY23 AUDITORIUM MEETING ROOM UPDATES 272,000.00 244.88 271,755.12 0.1%

34724-55910 INFORMATION TECHNOLOGY  FY24 NEXGEN TRANSITION             309,520.00 302,783.90 6,736.10 97.8%

TOTALS 7,512,354.64 4,257,872.13 3,254,482.51 56.7% 1,000,000.00

PRIOR YEAR EXPENDITURES 1,408,500.81

CURRENT YEAR EXPENDITURES 2,849,371.32
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TOWN OF WATERFORD

CAPITAL AND NON-RECURRING EXPENDITURE FUND

FUND BALANCE DESIGNATION AND APPROPRIATION

JULY 1,2023 TO JUNE 30,2024

AS OF NOVEMBER 30,2023

BEGINNING FY24 RTM CLOSED AVAILABLE 

BALANCE XFER IN FISCAL YEAR 2023-2024 ENCUMBERED/ BAL (REVERTS INTEREST TO DATE  

APPROPRIATIONS DESIGNATED UNDESIGNATED DESIGNATED APPROPRIATED DESIGNATED UNDESIGNATED EXPENDED TO FUND) INC APPROPRIATED DESIGNATED UNDESIGNATED

20501-57639 REVALUATION ($6,547.47) $332,700.00 $0.00 $75,000.00 $6,547.47 $17,255.80 ($17,255.80) $407,700.00 $0.00

20511-57767 NEVINS COTTAGE STRUCTURAL REPAIRS $20,715.00 $100,000.00 $0.00 $20,715.00 $100,000.00 $0.00

20511-57839 TOWN HALL EMERGENCY EGRESS $41,275.00 $0.00 $0.00 $41,275.00 $0.00 $0.00

20511-57840 PLAN OF CONSERVATION DEVELOPMENT $56,220.07 $0.00 $0.00 $56,220.07 $0.00 $0.00 $0.00

20511-57856 JORDAN VILLAGE SIDEWALKS      $87,786.36 $0.00 $0.00 $0.00 $87,786.36 $0.00 $0.00 $87,786.36

20502-48043 JORDAN VILLAGE SIDEWALK GRANT $0.00 $280,000.00 $0.00 $0.00 $280,000.00 $0.00

20511-57866 TOWN HALL FRONT DOOR $18,982.73 $0.00 $0.00 $18,982.73 $0.00 $0.00

20511-57870 MAGO POINT IMPROVEMENTS       $19,125.00 $374,500.00 $0.00 $19,125.00 $0.00 $374,500.00 $0.00

20511-57871 PUBLIC SAFETY BLDG  HVAC      $0.00 $62,045.00 $0.00 $0.00 $62,045.00 $0.00

20511-57872 ROOF & HVAC REPLACEMENT PUBLIC SAFETY BUILDING $193,274.20 $0.00 $0.00 $178,905.00 $14,369.20 $0.00 $0.00

20511-57874 RECONDITION ELEVATORS -TOWN HALL/YOUTH SERVICES BLDG $239,600.00 $0.00 $0.00 $239,565.00 $35.00 $0.00 $0.00

20511-57876 SW SCHOOL UNDERGROUND TANK $122,732.32 $0.00 $0.00 $33,705.18 $89,027.14 $0.00 $0.00

20511-57879 TOWN HALL BATHROOM REFURBISHMENT $293,871.35 $0.00 $0.00 $125,000.00 $399,090.00 $19,781.35 $0.00 $0.00

20511-57885 COMMUNITY CENTER BMS PROJECT $0.00 $0.00 $0.00 $300,000.00 $300,000.00 ($300,000.00) $237,400.00 $62,600.00 $0.00 $0.00

20522-57794 MOBILE & PORTABLE RADIO REPLACEMENT PROGRAM $44,991.50 $500,436.00 $0.00 $44,991.50 $0.00 $500,436.00 $0.00

20523-57777 FIRE SERVICES -SCBA UPGRADE PROGRAM $0.00 $0.00 $0.00 $64,000.00 $0.00 $64,000.00 $0.00

20523-57791 JORDAN-TRAFFIC LIGHT UPGRADE $0.00 $25,000.00 $0.00 $0.00 $25,000.00 $0.00

20523-57792 OSWEGATCHIE-BUILDING RENOVATIONS $212,500.00 $0.00 $0.00 $212,500.00 $0.00 $0.00

20523-57836 FIRE SERVICES CARPET REPLACEMENT $0.00 $30,000.00 $0.00 $0.00 $30,000.00 $0.00

20523-57838 FIRE SERVICES PRE EMPTION LIGHT REPAIRS $0.00 $50,000.00 $0.00 $0.00 $50,000.00 $0.00

20529-57458 EVIDENCE ROOM & ARMORY UPDATE & RENOVATE $36,313.33 $0.00 $0.00 $28,709.48 $7,603.85 $0.00 $0.00

20530-57695 MUNICIPAL COMPLEX RENOVATION $372,061.13 $6,100,833.00 $0.00 $17,090.06 $354,971.07 $6,100,833.00 $0.00

20507-59205 FUNDING OFFSETS DEBT SERVICE-MUNICIPAL COMPLEX ($1,251,500.00) ($6,000,000.00) $0.00 ($1,251,500.00) ($6,000,000.00) $0.00

20530-57696 MUNICIPAL COMPLEX CLEAN UP $4,370.23 $0.00 $0.00 $4,370.23 $0.00 $0.00

20530-57880 MAJOR/MINOR COLLECTOR ROAD PAVING $1,313,572.12 $0.00 $0.00 $480,276.90 $833,295.22 $0.00 $0.00

20530-57886 OLD NORWICH ROAD PAVING $0.00 $0.00 $0.00 $1,053,000.00 $1,053,000.00 $0.00 $0.00

20531-55771 HARVEY AVENUE PUMP STATION REHAB $503.58 $0.00 $0.00 $503.58 $0.00 $0.00

20531-57685 I/I MITIGATION & CONTROL $312,063.86 $0.00 $0.00 $1,078.00 $310,985.86 $0.00 $0.00

20531-57816 OLD NORWICH/EVERGREEN/HARVEY AVE PUMP STATION REHAB $554,835.61 $0.00 $0.00 $755,369.00 $1,098,818.70 $211,385.91 $0.00 $0.00

20531-57881 PLASTIC WATER SERVICE LINE REPLACEMENT $532,846.44 $0.00 $0.00 $100,000.00 $181,300.00 $196,978.86 $517,167.58 $100,000.00 $0.00
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TOWN OF WATERFORD

CAPITAL AND NON-RECURRING EXPENDITURE FUND

FUND BALANCE DESIGNATION AND APPROPRIATION

JULY 1,2023 TO JUNE 30,2024

AS OF NOVEMBER 30,2023

BEGINNING FY24 RTM CLOSED AVAILABLE 

BALANCE XFER IN FISCAL YEAR 2023-2024 ENCUMBERED/ BAL (REVERTS INTEREST TO DATE  

APPROPRIATIONS DESIGNATED UNDESIGNATED DESIGNATED APPROPRIATED DESIGNATED UNDESIGNATED EXPENDED TO FUND) INC APPROPRIATED DESIGNATED UNDESIGNATED

20536-57848 LIBRARY HVAC UPGRADE          $0.00 $1,091,200.00 $0.00 $0.00 $1,091,200.00 $0.00

20500-49000 CT PUBLIC LIBRARY CONSTRUCTION GRANT $0.00 ($250,000.00) $0.00 $0.00 ($250,000.00) $0.00

20537-57735 LEARY PARK ROAD /PARKING LOT $0.00 $20,000.00 $0.00 $0.00 $20,000.00 $0.00

20537-57878 REPAIR OF PLEASURE BEACH SIDEWALK/PATH $15,236.00 $0.00 $0.00 $14,980.00 $256.00 $0.00 $0.00

20541-57328 ALEWIFE COVE DREDGING $0.00 $37,500.00 $0.00 $0.00 $37,500.00 $0.00

20547-47846 FIBER UPGRADE $0.00 $0.00 $0.00 $1,126.00 $0.00 $1,126.00 $0.00 $0.00 $0.00

20547-57847 TOWN-WIDE CAMERA SYSTEM $0.00 $85,000.00 $0.00 $84,914.00 ($84,914.00) $84,914.00 $86.00 $0.00

20547-57860 PHONE SYSTEM UPGRADE $0.00 $16,000.00 $0.00 $581,700.00 $537,623.94 $44,076.06 $16,000.00 $0.00

20547-57861 SWITCHES $0.00 $2,258.00 $0.00 $0.00 $2,258.00 $0.00

20547-57882 COMPUTER REPLACEMENTS $0.00 $0.00 $0.00 $42,250.00 $0.00 $42,250.00 $0.00

20500-43600 TURF FIELD RENTAL REVENUES $0.00 $4,815.00 $0.00 $0.00 $4,815.00 $0.00

20560-55020 CLMS CHILLER REPLACEMENTS $788,095.00 $0.00 $0.00 $12,945.00 $775,150.00 $0.00 $0.00

20560-57822 IT LEARNING BOARDS -END OF LIFE $50,108.35 $27,319.88 $0.00 $35,906.25 $14,202.10 $27,319.88 $0.00

20560-57828 QH 10-YR RETRO COMMISSIONING $0.00 $30,000.00 $0.00 $0.00 $30,000.00 $0.00

20560-57833 TENNIS COURTS $0.00 $52,300.00 $0.00 $0.00 $52,300.00 $0.00

20560-57841 BUS LOT OFFICE $0.00 $150,000.00 $0.00 $0.00 $150,000.00 $0.00

20560-57842 SCHOOL SECURITY $32,175.00 $0.00 $0.00 $1,982,900.00 $1,982,900.00 ($1,982,900.00) $2,015,075.00 $0.00 $0.00

20560-57883 FINANCING ENERGY EFFICIENT EQUIPMENT $0.00 $0.00 $0.00 $243,335.00 $243,335.00 $0.00 $0.00

20560-57884 CHROMEBOOK & IPAD EQUIPMENT $0.00 $0.00 $0.00 $180,850.00 $180,242.00 $608.00 $0.00 $0.00

205-31520 UNDESIGNATED FUND BALANCE $0.00 $0.00 $3,025,793.38 ($3,128,227.47) $243,669.52 $141,235.43

 $4,105,206.71 $3,121,906.88 $3,025,793.38 $2,564,150.00 $5,496,041.47 ($2,367,814.00) ($3,128,227.47) $3,832,032.74 $87,786.36 $243,669.52 $5,681,429.08 $3,318,242.88 $229,021.79
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TOWN OF WATERFORD

CAPITAL AND NON-RECURRING EXPENDITURE FUND

FUND BALANCE AND APPROPRIATION

AS OF NOVEMBER 30, 2023

APPROPRIATED DESIGNATED UNDESIGNATED TOTAL 

20501-57639 REVALUATION ($17,255.80) $407,700.00 $0.00 $390,444.20

20511-57767 NEVINS COTTAGE STRUCTURAL REPAIRS $20,715.00 $100,000.00 $0.00 $120,715.00

20511-57839 TOWN HALL EMERGENCY EGRESS $41,275.00 $0.00 $0.00 $41,275.00

20511-57856 JORDAN VILLAGE SIDEWALKS      $0.00 $0.00 $87,786.36 $87,786.36

20502-48043 JORDAN VILLAGE SIDEWALK GRANT $0.00 $280,000.00 $0.00 $280,000.00

20511-57866 TOWN HALL FRONT DOOR $18,982.73 $0.00 $0.00 $18,982.73

20511-57870 MAGO POINT IMPROVEMENTS       $0.00 $374,500.00 $0.00 $374,500.00

20511-57871 PUBLIC SAFETY BLDG  HVAC      $0.00 $62,045.00 $0.00 $62,045.00

20511-57872 ROOF & HVAC REPLACEMENT PUBLIC SAFETY BUILDING $14,369.20 $0.00 $0.00 $14,369.20

20511-57874 RECONDITION ELEVATORS -TOWN HALL/YOUTH SERVICES BLDG $35.00 $0.00 $0.00 $35.00

20511-57876 SW SCHOOL UNDERGROUND TANK $89,027.14 $0.00 $0.00 $89,027.14

20511-57879 TOWN HALL BATHROOM REFURBISHMENT $19,781.35 $0.00 $0.00 $19,781.35

20511-57885 COMMUNITY CENTER BMS PROJECT $62,600.00 $0.00 $0.00 $62,600.00

20522-57794 MOBILE & PORTABLE RADIO REPLACEMENT PROGRAM $0.00 $500,436.00 $0.00 $500,436.00

20523-57792 OSWEGATCHIE-BUILDING RENOVATIONS $212,500.00 $0.00 $0.00 $212,500.00

20523-57777 FIRE SERVICES -SCBA UPGRADE PROGRAM $0.00 $64,000.00 $0.00 $64,000.00

20523-57791 JORDAN-TRAFFIC LIGHT UPGRADE $0.00 $25,000.00 $0.00 $25,000.00

20523-57836 FIRE SERVICES CARPET REPLACEMENT $0.00 $30,000.00 $0.00 $30,000.00

20523-57838 FIRE SERVICES PRE EMPTION LIGHT REPAIRS $0.00 $50,000.00 $0.00 $50,000.00

20529-57458 EVIDENCE ROOM & ARMORY UPDATE & RENOVATE $7,603.85 $0.00 $0.00 $7,603.85

20530-57695 MUNICIPAL COMPLEX RENOVATION $354,971.07 $6,100,833.00 $0.00 $6,455,804.07

20507-59205 FUNDING OFFSETS DEBT SERVICE-MUNICIPAL COMPLEX ($1,251,500.00) ($6,000,000.00) $0.00 ($7,251,500.00)

20530-57696 MUNICIPAL COMPLEX CLEAN UP $4,370.23 $0.00 $0.00 $4,370.23

20530-57880 MAJOR/MINOR COLLECTOR ROAD PAVING $833,295.22 $0.00 $0.00 $833,295.22

20530-57886 OLD NORWICH ROAD PAVING $1,053,000.00 $0.00 $0.00 $1,053,000.00

20531-55771 HARVEY AVENUE PUMP STATION REHAB $503.58 $0.00 $0.00 $503.58

20531-57685 I/I MITIGATION & CONTROL $310,985.86 $0.00 $0.00 $310,985.86

20531-57816 OLD NORWICH/EVERGREEN/HARVEY AVE PUMP STATION REHAB $211,385.91 $0.00 $0.00 $211,385.91

20531-57881 PLASTIC WATER SERVICE LINE REPLACEMENT $517,167.58 $100,000.00 $0.00 $617,167.58

20536-57848 LIBRARY HVAC UPGRADE          $0.00 $1,091,200.00 $0.00 $1,091,200.00

20500-49000 CT PUBLIC LIBRARY CONSTRUCTION GRANT $0.00 ($250,000.00) $0.00 ($250,000.00)

20537-57735 LEARY PARK ROAD /PARKING LOT $0.00 $20,000.00 $0.00 $20,000.00

20537-57878 REPAIR OF PLEASURE BEACH SIDEWALK/PATH $256.00 $0.00 $0.00 $256.00

20541-57328 ALEWIFE COVE DREDGING $0.00 $37,500.00 $0.00 $37,500.00

20547-57847 TOWN-WIDE CAMERA SYSTEM $84,914.00 $86.00 $0.00 $85,000.00

20547-57860 PHONE SYSTEM UPGRADE $44,076.06 $16,000.00 $0.00 $60,076.06

20547-57861 SWITCHES $0.00 $2,258.00 $0.00 $2,258.00

20547-57882 COMPUTER REPLACEMENTS $0.00 $42,250.00 $0.00 $42,250.00

20500-43600 TURF FIELD RENTAL REVENUES $0.00 $4,815.00 $0.00 $4,815.00
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TOWN OF WATERFORD

CAPITAL AND NON-RECURRING EXPENDITURE FUND

FUND BALANCE AND APPROPRIATION

AS OF NOVEMBER 30, 2023

APPROPRIATED DESIGNATED UNDESIGNATED TOTAL 

20560-55020 CLMS CHILLER REPLACEMENTS $775,150.00 $0.00 $0.00 $775,150.00

20560-57822 IT LEARNING BOARDS -END OF LIFE $14,202.10 $27,319.88 $0.00 $41,521.98

20560-57828 QH 10-YR RETRO COMMISSIONING $0.00 $30,000.00 $0.00 $30,000.00

20560-57833 TENNIS COURTS $0.00 $52,300.00 $0.00 $52,300.00

20560-57841 BUS LOT OFFICE $0.00 $150,000.00 $0.00 $150,000.00

20560-57842 SCHOOL SECURITY $2,015,075.00 $0.00 $0.00 $2,015,075.00

20560-57883 FINANCING ENERGY EFFICIENT EQUIPMENT $243,335.00 $0.00 $0.00 $243,335.00

20560-57884 CHROMEBOOK & IPAD EQUIPMENT $608.00 $0.00 $0.00 $608.00

205-31520 UNDESIGNATED FUND BALANCE $0.00 $0.00 $141,235.43 $141,235.43

TOTAL $5,681,429.08 $3,318,242.88 $229,021.79 $9,228,693.75
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Insurance 

Administration Fund

Balance Sheet

November 30, 2023

Assets
   Cash and Cash Equivalents 2,320,308

   Accounts Receivable 3,545

Total Assets 2,323,852

Liabilities
   Accrued Liabilities (IBNR) 1,007,370

   Due to other funds 755,137

   Advance Payments 18,745

Total Liabilities 1,781,252

Net Assets
   Unrestricted $542,600

Total Net Assets $ $542,600

Note: Healthcare entry for FY24 is not posted yet
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