
 

 

Funding for Set Aside Accounts 
 
Proposed Motion: 
The Town Manager shall allocate surplus funds from the 2019 fiscal year to provide full funding 
of all set aside accounts through FY 2019 and fulfill the commitment made by Commissioners in 
adopting the FY 2019 budget. 
 
 If funds are allocated to set aside accounts from the FY 2019 surplus, the total funds in each 
account would be approximately as follows: 
 
Legal and Litigation     $271,559 
Street Infrastructure    $371,148 
Comp Plan     $  91,930 
Tech Improvement     $    5,688 
Rainy Day     $165,953 
Transfer Tax Recoup    $168,883 
Signs and Striping    $162,672 
 
Any significant deviations from these totals should be brought to the attention of the 
Commissioners for discussion and resolution. 
 
Background 
 
When Commissioners approved the FY 2019 budget at the March 26, 2018 meeting, they voted 
unanimously to adopt the budget as presented, with an agreement for the Budget and Finance 
Committee, Town Manager, and the Commissioners to work hard to recommit to the set asides 
as in the past. That commitment has not been fulfilled. Development of the FY 2019 budget did 
not recognize that prior budgets separated contributions to the set aside accounts from 
operating revenues; i.e., building permit revenues, transfer taxes, and parking revenues 
credited to operating funds were net of the contributions to the set aside accounts. This 
created a monthly obligation to fund those accounts and created an additional level of fiscal 
discipline that prioritized future needs. That obligation was lost with the FY 2019 budget. 
 
The auditors have made clear that what we call “set aside” accounts do not fit well in a GAAP-
compliant financial statement. Based on the balance sheet on page 39 of the report (see 
attached), it appears that only those set asides that have separate bank accounts are 
recognized by the auditors as "committed" for a specific purpose. Funds set aside from transfer 
tax as a hedge against future shortfalls and parking permits are swallowed up in unassigned 
fund balance. Although the Rainy Day Fund apparently has a separate account, it is not 
recognized by the auditors as a GAAP-compliant committed fund. The Infrastructure Fund is the 
only set aside account that was funded in FY 2019, and this allocation is reflected in the 
increase in the “Committed for streets” balance from 2018 to 2019. The unaudited building 
permit revenues shown on the March financial reports indicate that the total transfer should 
total about $112K, and a special report provided by the Town confirms that amount. 
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The set aside accounts are tracked in the monthly financial reports only in the Town’s balance 
sheet that shows the balance between assets on one “side” of the sheet and liabilities and 
equity on the other “side.” The September 2019 balance sheet shows the following for the set 
aside accounts, general fund balance, and investments with Brown Advisors: 
 

 Assets Equity 

General Funds Balance $1,185,991 $1,210,698 
Legal & Litigation $   271,559 $   270,477 
Street Infrastructure $   372,148 $   370,663 
Comp Plan $     68,410 $     68,390 
Tech Improvement $       5,688 $       5,643 
Rainy Day $   165,953 $   165,291 
Brown Advisors $1,089,325 $   664,983 (Unrestrict. Assets) 

Transfer Tax Recoup (5%)  $    129,684 

Signs/Striping (5% of parking)  $    119,145 
 
 

Two of the accounts above do not have separate bank accounts and thus are not recognized 
separately as assets. It is not clear where these funds are included on the asset side; the 
September report may be including them as part of the Brown Advisors total. The commitment 
from building permits is a draw on operating funds and is required by town code to be allocated 
to the infrastructure account on a monthly basis. However, allocation of funds to the 
infrastructure account did not appear in the monthly financial balance sheets until February 
2019, and presentation of the set aside account amounts was not consistent throughout the 
year. There are no new allocations to the infrastructure account in FY 2020, and in the balance 
sheets through June for FY 2020 there was a large unexplained discrepancy between the 
infrastructure fund total reported on the asset side and that reported on the equity side. It is 
only in the most recent balance sheet reports that there is reasonable consistency between the 
assets and equity sides of the balance sheet. 
 
The Budgetary Comparison Schedule on page 34 of the audit report (see attached) shows that 
revenues exceeded expenditures by $528,938 for FY 2019. The amounts shown as committed 
to streets in the audit report and to street infrastructure in the most recent monthly balance 
sheet are approximately the same, $370,000, confirming that the FY 2019 transfers to this 
account were included in the audit. Three other set aside accounts should have received FY 
2019 funds. Fully funding the Comp Plan, Transfer Tax Recoupment, and the Signs and Striping 
accounts for FY 2019 would require $106,000 from the FY 2019 surplus.  
 
Fully funding the set aside accounts through FY 2019 fulfills the commitment previously 
endorsed by the Commissioners and allows for a comprehensive discussion about these 
accounts to determine which ones should remain, the levels and timing of future contributions 
if any to each account, and proper accounting and recognition of each account. A formal 
general fund balance policy based on the Government Finance Officers Association best 
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practices is clearly needed. Thorough review and discussion of the set aside accounts should be 
a prerequisite to establishing a general fund balance policy 
 
 




