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TOWN OF WELLESLEY
: FINANCIAL
RESERVES POLICY

BACKGROUND

The Town desires to set out a policy for determining the appropriate level and use of
Financial Reserves (Reserves) as part of its annual financial planning process.
Reserves have been used over the years to accomplish several objectives, including
resolving emergencies or for long term purposes such as capital expenditures.
Reserves have also been used, at times, to balance the operating budgets.

As part of the long range planning process, it has been suggested that the Selectmen
put a policy in place on the use of the Town's Reserves. As part of the annua! Town
wide Financial Plan, a critical component of the analysis is the determination of the level

of Reserves.

The Government Finance Officers’ Association recommends maintaining balances of
Reserves in the amount of 5-15% of Budgeted Operating Revenues.

DEFINITIONS

Free Cash: Sum of funds appropriated and raised by the Town, but not expended in the
years for which they were appropriated, plus unanticipated revenues, minus uncollected
taxes of prior years. This amount must be certified by the Massachusetts Bureau of
Accounts before it can be used. The determination is made annually in the late fall,
based on sums as of the end of the previous fiscal year.

General Purpose Stabilization Fund: A special reserve account created to provide for
any lawful purpose pursuant to MGL c. 40, section 5B. The Town may appropriate into
this fund in any year an amount no more than 10% of the prior year’s tax levy. The
outstanding balance in the account cannot exceed 10% of the Town’s equalized
valuation. Creation of, and appropriation to and from, the General Purpose Stabilization
Fund requires a two-thirds vote of Town Meeting. '

Budgeted Operating Revenues: For purposes of this policy, the definition includes
taxes and state and local receipts used for the operating budget. Self-supporting items
such as traffic and parking receipts reserved for appropriation, Community Preservation
Act Funds, Enterprise Funds, and excluded items (exempt debt and the funding



%

exclusion for Other Post Employment Benefits [OPEB]) are not included in the
Budgeting Operating Revenue total.

Reserves. Free Cash and the Stabilization Funds.
Special Purpose Stabilization Fund: A stabilization fund set up for a specific purpose in
order to encourage long-term planning and anticipated expenditures. Creation of, and

appropriation to and, from the special purpose stabilization fund requires a two-thirds
vote of Town Meeting.

POLICY STATEMENT

The determination of the appropriate level of Reserves must be evaluated in the context
of the Town's overall financial picture which includes not only OPEB and Pension
obligations but also funds set aside and used for specific purposes such as Community
Preservation Act Funds, Chapter 90 Funds, and the Enterprise Funds. Maintenance of
the proper level of Reserves will be part of the annual budget process.

Good financial policy articulates, and continues to reevaluate, the appropriate levels and
use of Reserves to achieve the Town's long- range goals.

POLICY
The Town of Wellesley hereby adopts a policy on Reserves as follows:

1) Reserves shall be maintained at a level sufficient to provide required financial
resources to:

a. Maintain top tier bond rating,

b. Ensure short-term cash availability when revenue is unavailable or there are
unanticipated expenditures or emergency cash needs, -

¢. Minimize interest expense from short-term borrowing for operating budget needs,

d. Provide for investment income,

e. Provide for stable tax rates, and

f. Enhance planning for contingencies and long term planning.

2) Reserves shall be maintained in a range of 8 to 12% of the current period’s
Budgeted Operating Revenues.

a. Reserves in excess of 8 % but less than 12 % may be utilized for the following
purposes:

1. Stabilizing tax rates or fluctuations in cash flow requirements,
2. Meeting anticipated capital needs, and...
3. Avoiding or deferring an Override.



h. Reserves in excess of 12% may be used in accordance with the Town wide
Financial Plan and can be available for appropriation at Town Meeting.

3) Reserves may be drawn below 8% for one or more extraordlnary or unforeseen
expenditures which are one-time, non-recurring expenditures.

Promulgated this 1 0" day of December, 2012 effective upon the filing of a
copy hereof with the Town Clerk

WELLESLEY BOARD OF SELECTMEN

e — /
27N / (2 caina’ A 4’2& ;

Terri,Tsagaris Chalrman , Ellén F. Gibbs,Vice Chairman
> A
/ { ¥ m/é}(:‘&« i/ ] _{if"--t’_ Qs - 71'/?%%»& Z é@éw %
Barbara D. Searle, Secretary Katherine L. Babson, Jr.
[)ﬂ«f %f/ M@'

Donald S. McCauley/



| %E69'8

aouejeg IAIBSIY PIIEIIST

TI60LEOT

(oo0'007'c)

{000°009)

(000'005°2)
{000'009)
000°0SL

(000'0s2)

Wy AU

W W

1%LETT

CT6'0LS'ET

682'120's
£29'661'0T

unowy

Uy V>

_ £09'S0E'6TT S (Aajod Jad pajejnojes se) 1a8pnq anuaass seak Juaany

sasn pajew|]sa Ja)je saAalesay Juipus pajewysy

U0|1e21}1323031 B1043q SISM PRIRWIAS]

BYy10
(198pnq ¥10z ) 2inpayas Suipund Juswaiyay ul aSuely)
sp3au pajednizueun J2Y0

LY - Je23A 13U 198pnq 4eaA (y10z) uanbasqgns asuejeq o) pasodosd
ALLS - Ua.Lnd 32| pue mous (€T0Z ) 1e2aA JU1IND [BUOIIPPY
£10¢ oequin] asuadxa pajewnsa{€10z) Jeah Juauny

91E1S - ||RJ1IOYS BNUSA3I PRjewNsa (£T0T) Je3h Juaun)

saSuetd Jead Juaiin) ajgissod
o @Atasal Suuuidaqg leah LN

S9AIDSTY |elo)

z1oz/oc/9 (pus sead uoud wouy ) asuejeq uonezqels
zroz/os/o (pua seah Joud wouy) sauejeg ysed sauy
T84

193png 1anbasqns Joj uonejnaje) salasay



%5r9 2GE'GOEES Z0E'1E0°} - LOr't6L e S50°1EL 86

¢ $ L3 3 $ 8+£'266°1 3 cee'ezor ¢ ooz
%989  £6G'9F6'86  $ 0.8%/LL ¢ 000008'F $ 100%rLe $ 596'493°COL $ £21'088°} $ 99€98s'9 ¢ 8002
%icel 806'vRL'G0F $ 86L'v20T ¢ G0O'008': $ 90e'tE0G $ 0L0er05L £ 82905172 $ roce6o'or ¢ 6002
%904  IG6'BGRZ0L $ EEL'OLLT ¢ GOO'008'L $ 69e'v05'e § Eecr'eeess $ 155'98LC $ ri9%GrLs § (111174
%O0Z'4L  9/9°009°Lit $ LOLGL9L ¢ 000008t $ 1v6'¥56'e $ Bi'0c0'F2L $ 952'220% $ 16£'1b'6 8 35174
%6004  Z88°COBELL $ SLL'olrt  $ 000008t ¢ Zo1'B50°0L § 0£9°26L74Z1L $ 829%0T $ o0l0'6erB® ¢ ZL02
%I€°4L  €09'S0E'6LL $ 092919 § 000003t $ 20L'95r°04 $ 990°654'cEL $ 682'10% $ |ceg9's6ros _$| €roz
ONUIAIY JO  BNUBASY JoN DRIl § DJD UQISNIIXT G340 oONuaAsy papnjoxy Lonuaray uoeij; 4583 oaid Q=g
9% Sonlasay R_unD Joenqng penqng - Jgag joeaqns sasy) pue saainog esodind jeisuony  seaf sopy
jessuag Jeaj Juauny e JOUS

20k 2hoz/iies
(uogoe seal Jusnbasqns Bujutiuse)ap Jo sasodind 4o )

sanuaAad seaf Jua.Lind jo abejuasiad e se sarlassy (Bulpus) Jeah 1oug
Asysayjepm Jo umoy



