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1. Policy I – Reserves and Fund Balance 
 

a. Purpose 
The County believes that sound financial management principles require that 
sufficient funds be retained by the County to provide a stable financial base at 
all times. To retain this stable financial base, the County must maintain a 
General Fund Balance sufficient to fund all cash flows of the County, to provide 
financial reserves for unanticipated expenditures and/or revenue shortfalls of 
an emergency nature, and to provide funds for all opportunities that require an 
expenditure/reimbursement process. This policy also authorizes and directs the 
County Administrator to prepare financial reports which accurately categorize 
Fund Balance as required by GASB Statement No. 54, Fund Balance Reporting 
and Governmental Fund Type Definitions. 

b. Classification 
Fund balance is the difference between the assets and liabilities reported in a 
governmental fund. The following five fund balance classifications describe the 
relative strength of the spending constraints placed on the purposes for which 
the resources can be used: 
 

1. Non-spendable Fund Balance: These are fund balance amounts that are 
not in a readily spendable form, such as inventories or prepayments, or 
trust or endowment funds where the balance must remain intact. 

2. Restricted Fund Balance: These are amounts that have constraints 
placed on their use for a specific purpose by external sources such as 
creditors, or legal or constitutional provisions. 

3. Committed Fund Balances: These amounts are designated for a specific 
purpose or constraints have been placed on the resources by the County 
Board of Supervisors. Amounts within this category require Board of 
Supervisors action to commit or to release the funds from their 
commitment. 

4. Assigned Fund Balances: These are amounts set aside with the intent 
that they be used for specific purposes. The expression of intent can be 
by the County Board of Supervisors or their designee and does not 
necessarily require Board action to remove the constraint on the 
resources. 

5. Unassigned fund balance: These are amounts not included in the 
previously defined categories. The County General Fund is the only fund 
that should report a positive unassigned fund balance. 

 
c. The following individual policy items shall constitute the County General Fund 

Balance: 
i. Committed Fund Balance - Committed fund balance consists of 

portions of fund balance that are constrained to a specific future use 
or are not available for appropriation or expenditure. These funds 
have been designated for a specific purpose by the Board of Supervisors 
through a resolution. 
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ii. Committed for Long-term Fiscal Stability – Due to the cyclical nature 
of governmental revenue collections the County will maintain a fund 
balance for long-term fiscal responsibility and liquidity purposes. It 
will provide for a sufficient base and ensure the revenue generated 
from the County’s change to twice year tax collections remains intact 
for fiscal stability purposes. This amount shall be equal to not less than 
12% of the combined budgeted expenditures of the County General Fund 
and the Carroll County School Board Operating Fund, net of the 
County’s local share contribution to the School Board. The fund will be 
in a Local Government Investment Pool (LGIP) or secured savings 
account earing comparable rate of return. The interest generated will 
be evaluated annually and allocated to the General Fund or future CIP 
needs. The County Administrator shall annually calculate and verify to 
the Board the County’s compliance with this policy. In determining 
such compliance, the following formula will be used: the June 30 
general fund cash balance as provided in the July Treasurer’s report, 
divided by the adopted budget for the ensuing fiscal year for the County 
General Fund and the School Board Operating Fund, net of the County’s 
local share contribution to the School Board. 
 

iii. Assigned Fund Balance - The Board of Supervisors has authorized the 
County Administrator as the official authorized to assign fund balance to a 
specific purpose as approved by this fund balance policy.  
 

iv. Assigned for CIP/Economic Development – For short- and long-term 
planning purpose the Board of Supervisors recognizes the value of the 
Capital Improvement Plan (CIP). In doing such the Board directs the 
County Administrator to create a CIP Fund to be classified as assigned.  

 
v. Unassigned Fund Balance - Unassigned funds include the categories “for 

short-term fiscal stability” and “for grants,” Unassigned funds represent 
expendable available financial resources that can be used to meet 
contingencies, working capital requirements, and for non-recurring 
expenditures. 

 
vi. Unassigned for Short-term Fiscal Stability – The County will maintain 

a fund balance designation for short-term cash liquidity purposes 
that will provide for sufficient cash flow to minimize the potential of 
short-term tax anticipation borrowing. This amount shall be equal to 
but not less than highest month of expenditure and fund balance needs in 
the most recent fiscal year. The County Administrator shall annually 
calculate and verify to the Board the County’s compliance with this 
policy.  
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vii. Unassigned for Grants – The County will maintain a fund balance 
designation for grant matching and cash flow. This amount shall be equal 
to not less than 2.5% of the budgeted expenditures of the County General 
Fund. The County Administrator shall annually calculate and verify to 
the Board the County’s compliance with this policy. In determining 
such compliance, the following formula will be used: the June 30 
general fund cash balance as provided in the July Treasurer’s report 
less the amount required for fiscal stability, divided by the adopted 
budget for the ensuing fiscal year for the County General Fund 

 
viii. Unassigned Fund Balance – No Specification – Funds not otherwise reserved 

as required above represent balances available for appropriation at the 
discretion of the Board. However, the Board will make every effort to use 
these unassigned funds for the following purposes (listed in order of 
priority): 

 
1. Increase Committed Fund Balances as deemed necessary. 
2. Increase Assigned Fund Balances as deemed necessary. 
3. Increase amounts necessary for fiscal stability and for grants. 
4. Purchase of capital items identified on the currently adopted 

capital improvements program. 
5. Use as beginning cash balance in support of annual budget. 

The Board recognizes that any such funds should be appropriated for 
non-recurring expenditures as they represent prior year surpluses that 
may or may not materialize in subsequent fiscal years. 

 
d.  Monitor ing and Report ing 

 
The County Administrator shall: 
i. Annually prepare a report documenting the status of the fund balance 

with this policy and present to the Board in conjunction with the 
development of the annual budget. Should the report disclose there 
are unassigned funds available; a recommendation for use of said funds 
shall be presented to the Board in the report. 

ii. The County Administrator shall annually calculate and verify to the 
Board the County’s compliance with the Unassigned for Grants and 
Unassigned fund balance policy above.  

 
e. Replenishment of the Fiscal Stability Fund Balances and Grant Reserve 

 
Should the balances be used for Fiscal Stability or Grant Reserve Fund Balance 
amount fall below the designated levels, the Board must approve and adopt a 
plan to restore this balance to the target level within 24 months. The use of 
those funds will be restricted until proper reserves are restored.  
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2. Policy II - Cash Management  
 

a. Effective cash management is an essential part of good financial management, 
particularly at a time when rising costs place mounting pressures on local 
revenues.  Maximization of County investment returns on funds not immediately 
required for County operations can help offset this pressure.  The County 
investment program must meet four criteria which are listed in the order of their 
importance: 

i. Legality 
ii. Safety 
iii. Liquidity 
iv. Yield 

 
b. The legality and safety of public investments are crucial.  To allow for unforeseen 

expenditures, it must be possible to liquidate investments quickly without loss 
of principal.  Only after these criteria are met should the maximization of 
investment yield be pursued.  
 
Investment performance will be based upon the comparison of the County’s 
investment yield to the LGIP and the average annual rate of return.  
 
Within the constraints of normal trade practices, the County should increase the 
amount of funds available for investment by rapid collection of money owed to 
the County and decelerated payment of obligations.   
 
A timely report of this information should be prepared by the Treasurer and 
submitted to the Board of Supervisors on a monthly basis.   

 
3. Policy III - Debt Management 

 
a. Background and Purpose 

 
The debt policy provides guidance to Carroll County and its component units in 
the issuance of debt and support of other debt-like obligations which may or may 
not affect the debt limit of the County (principally moral obligation debt made 
through arrangements or agreements with other public bodies). For the purposes 
of this Policy, any debt or capital lease obligation whether legally considered 
debt of the County or not, shall be treated as such as described herein. This 
Policy shall apply to the County and component unit School Board receiving 
General Fund support for their debt financed capital projects.  Debt ratios will 
be annually calculated, reviewed, and included in the capital improvement plan. 
Debt not associated with a long-term asset will be excluded from this policy and 
calculations (i.e., pension liabilities, accrued leave, and other post-employment 
benefits). 

 
This Policy addresses types of debt which may be issued by or on behalf of the 
County, allowable levels of these obligations, allowable corresponding annual 
debt service costs of these obligations and the approval requirements for the 
issuance of such obligations. 
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The purpose of this Policy is to ensure the issuance and repayment of all debt 
obligations are properly planned, approved, and executed to ensure the efficient 
and effective financial operations of the County. 
 
The County may issue debt obligations to acquire, improve, renovate, or 
construct Capital Projects including buildings, machinery, equipment, furniture, 
and fixtures or other similar longer life assets. 

 
b. Monitoring 
 

As a part of the annual budgeting process, the County shall prepare a report 
summarizing compliance with this policy and present this report to the Board of 
Supervisors. 
 

  c. General Debt Guidelines 
 

The County shall prepare an analysis of anticipated revenues, the potential tax 
impact and future operating costs associated with any project proposal for 
external financing. The final maturity of any obligation will not exceed the 
expected useful life of the assets or project for which the obligation is issued. 

 
All obligations require approval by the Board of Supervisors. This approval shall 
indicate the Board of Supervisors approval of the identified funding for this 
Project and compliance with this Debt Policy. 
 

d. Permitted Obligations 
 

The County shall consider the following Obligation Types as Permitted 
Obligations for the purposes as stated.  

 
i. Revenue Anticipation Notes 

 
1. The County's Fund Balance Policy is designed to provide adequate 

cash flow to avoid the need for Revenue Anticipation Notes 
(RANs). The use of RANs is discouraged. The County may issue 
RANs as necessary in situations when budgeted revenues will be 
received after the related funds are scheduled to be distributed. 

 
2. The County will issue RANs for a period not to exceed the one-

year period permitted under the Constitution of Virginia, Article 
VII Section 10. 

 
  ii. Bond Anticipation Notes 
 

1. The County may issue Bond Anticipation Notes (BANS) in expectation 
of the issuance of General Obligation Bonds or Revenue Bonds when 
funds are required for the financed capital project to be initiated or 
continued. 
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2. The County may issue BANs when the long-term financial markets do 
not appear appropriate on a given date but have a clear potential for 
improvement within the next twelve months. 
 

3. The County may issue BANs with a maturity of up to two years in 
length. 

 
iii. General Obligation Bonds 

 
1. The County may issue GO debt for any capital projects or other 

properly approved projects or programs. 
 

2. All debt secured by the General Obligation of the County will require 
a public hearing prior to approval by the Board of Supervisors. 
 

3. The Board of Supervisors will evaluate the need that School Board 
related debt must be approved through a referendum prior to 
issuance.  

 
iv. VPSA Bonds and State Literary Fund Loans 
 

1. The County shall attempt to use Literary Funds when possible. 
Preference should be given to accessibility and interest rates when 
determining whether to use the General Obligation, VPSA or the 
Literary Fund. 

 
2. Approval of the School Board is required prior to approval by the Board 

of Supervisors for projects funded with VPSA or State Literary Fund 
Loans. 

 
   v. Revenue Bonds 
 

1. The County may issue Revenue Bonds to fund enterprise activities, 
such as water and sewer utilities, solid waste disposal facilities or for 
capital projects which will generate a revenue stream sufficient to 
fund the annual debt service costs of the Revenue Bonds. 
 

2. The Revenue Bonds will include written covenants which will require 
that the revenue sources be sufficient to fund operating expenses and 
all debt service requirements. 

 
vi.  Capital Leases 

 
1. The County may execute Capital Leases or Certificates of Participation 

with independent parties to provide for the use of buildings, machinery, 
equipment, furniture, and fixtures. 
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vii.  Moral Obligation Debt 
 

1. The County may enter into agreements with other public bodies which 
provide for the payment of debt service when revenues of such public 
bodies or agencies may prove insufficient to cover debt service. 

 
2. While such moral obligation support does not affect the debt limit of the 

County, the amount of bonds issued with the County's moral obligation 
should be controlled to limit potential demands on the County and any 
expected use of this type of obligation should be within the parameter of 
this Debt Policy. 

 
  e. Allowable Debt Ratios 
 

The County shall maintain compliance with the following Debt Ratios: 
 

i. Net debt as a percentage of Assessed Value will not exceed 2.5%. Net 
debt is defined as the principal balances of general obligation County 
debt and included capital lease obligations. 

 
ii. The net debt per Capita will not exceed $1,650.  Net Debt is general 

obligation debt and capital lease obligation. For the purposes of this 
requirement, the County should use the most recent County population 
estimates prepared by the Weldon Cooper Center for Public Service, at 
the University of Virginia. 

 
iii. The ratio of debt service expenditures as a percentage of government 

fund budget expenditures shall not exceed 7.75%.  Government fund 
budget expenditures is calculated as a combination of County and School 
Board expenditures minus the County appropriation to the School. 

 
iv. The County debt service and expenditures and shall be calculated using 

the most recent audited Annual Financial Statements. 
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4. Policy IV     Capital Improvement Plan  
 

a. The County will adopt an annually updated multi-year Capital Improvement Plan 
(CIP) that sets forth desired capital improvements and the sources of funding for 
such improvements.  Where general obligation bonds or other types of long-term 
debt are proposed, their impact on the County’s debt ratios, real property tax 
rate will be examined and this policy.  The expenses of operating proposed 
facilities and any new programs associated with them are vital and will be 
included in the annual capital budgeting process.  The revenues necessary to 
fund these expenditures are to be estimated and provided as part of the overall 
financial impact of the capital improvement program.  The utilization of this 
process will result in an orderly approach to meeting capital requirements and a 
manageable schedule for the payment of debt service and operating costs.  

 
b. A contribution from current revenues to the County’s capital improvement 

program reduces future debt services requirements and provides a safety margin 
to protect the County from revenue shortfalls.  It shall be the County’s objective 
to dedicate the required amount of the annual General Fund revenues allocated 
to the County’s operating budget to fund projects included in the County’s 
Capital Improvement Plan. 

 
c. For strategic planning and monitoring purposes the Board of Supervisors directs 

the County Administrator to create a CIP Fund. This fund will hold an assigned 
fund balance as the funds are to be held for specific CIP purposes. This fund will 
be presented separately in the County’s annually audited financial statements.  

 
d. For long-range planning and in accordance with § 15.2-2239. Local planning 

commissions to prepare and submit annually capital improvement programs to 
governing body or official charged with preparation of budget, the Board of 
Supervisors directs the Planning Commission to annually prepare and present a 
long-range Capital Improvement Program based on the County’s Comprehensive 
Plan.  

  
i. The Planning Commission shall prepare and revise annually a capital 

improvement program based on the comprehensive plan of the locality 
for a period not to exceed the ensuing five years. The commission shall 
submit the program annually in November to the Board of Supervisors. 
The capital improvement program shall include the commission's 
recommendations, and estimates of cost of the facilities and life cycle 
costs, including any road improvement and any transportation 
improvement the locality chooses to include in its capital improvement 
plan and as provided for in the comprehensive plan, and the means of 
financing them, to be undertaken in the ensuing fiscal year and in a 
period not to exceed the next four years, as the basis of the capital 
budget for the locality. In the preparation of its capital budget 
recommendations, the commission shall consult with the County 
Administrator, the heads of departments and interested citizens and 
organizations and shall hold such public hearings as it deems necessary. 

 
  


