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April 11, 2017 
 
 

Kevin J. Mizikar, Town Administrator 
Town Hall  
3 Washburn Square 
Leicester, MA 01524 
 
 
Dear Mr. Mizikar, 
 

I am pleased to present the enclosed report on budget document best practices for the Town of 
Leicester. As part of the Baker-Polito Administration’s commitment to cities and towns, the 
Community Compact Cabinet initiative strives to create clear mutual standards, expectations, and 
accountability for both the state and municipalities. It is our hope this report provides important 
guidance on creating a transparent, thorough, and accessible budget document, as together we 
seek to build better government for our citizens. 
 
If you have any questions regarding the document, please contact Zack Blake, Technical Assistance 
Bureau Chief, at 617-626-2358 or blakez@dor.state.ma.us. 
 
Sincerely, 
 

 
 
 

Sean R. Cronin 
Senior Deputy Commissioner 

mailto:blakez@dor.state.ma.us
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INTRODUCTION 

 

At the board of selectmen’s request, the Technical Assistance Bureau (TAB) at the Division of Local 

Services developed a budget document and guide for the Town of Leicester. This project was the 

result of the Community Compact Cabinet (CCC) initiative, whose goal is to encourage 

implementation of best practices that promote efficiency, accountability, and transparency in 

municipal government. With an effective budget document, local officials can show expenditure 

allocations within the context of available revenues, highlight community priorities, and explain 

plans for contending with external pressures and anticipated difficulties in the upcoming year.  

 

Leicester, a suburb of Worcester, is a community of about 11,200 residents with an FY2017 budget 

of approximately $29.6 million. The town is governed by a five-member board of selectmen and an 

open town meeting. The selectmen appoint a town administrator, whose duties according to bylaw 

include overseeing Leicester’s financial administration and managing its budget process. The town 

administrator has thus far proven his ability to ensure that budget development is effective and 

well organized. However, the current budget document is not being maximized as a policy tool or as 

a vehicle for public information, and its contents should be expanded. In addition, there are 

opportunities to reduce the inefficiencies associated with its development. 

 

Background on the Current Budget Process and Document 

 

Leicester’s budget process begins in October, when the selectmen hold a public meeting to discuss 

their priorities. A few days later, the select board, finance advisory board, and school committee 

meet jointly to reach consensus on goals and priorities for the upcoming budget cycle. To provide 

context for this meeting, the town administrator presents a preliminary budget forecast and policy-

driven proposal for allocating certified free cash.  

 

Next, the town administrator’s assistant pulls prior-year departmental budget data from VADAR 

(the town’s financial software) and copies it into an Excel workbook. This workbook contains a 

spreadsheet with a line-item budget table for each individual department section, as well as 

descriptions of services, mission statements, vision statements, and summaries of budget changes. 

The budget table has columns for: 1) prior-year actuals, 2) current-year appropriations, 3) a blank 

column for departments’ next-year budget requests, 4) the town administrator’s next-year 

recommendations, 5) dollar changes from the previous fiscal year, and 6) percentage changes from 

the prior year. The assistant also creates a separate spreadsheet that allows departments to 

calculate payroll information before entering it into the primary document.  
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Along with a spending guidance memo, the town administrator emails the Excel workbook to all 

department heads and instructs them to find their section on the budget spreadsheet and input 

their spending request in the appropriate column. Department heads email their completed Excel 

files to the town administrator by mid-December. Thus, the town administrator receives multiple 

spreadsheet copies, each containing the town’s entire operating budget with a single department 

updated. He sorts through these, extracts individual departmental data from each, and compiles it 

all into a budget request master sheet, which ultimately becomes the budget document. 

 

From January to February, the select board and town administrator review the budget and submit it 

to the finance advisory board by mid-March. After reviewing this budget, the finance advisory 

board only decides on “yes” or “no” recommendations, which appear next to corresponding articles 

in the town meeting warrant (as opposed to the board drafting its own budget). The town 

administrator presents the budget at annual town meeting in May. 

 

Based on conversations with the town administrator and his assistant, the budget process runs 

relatively smoothly in Leicester, thanks in part to good cooperation among the select board, finance 

advisory board, school committee, and town departments. The current process also benefits from 

some sound budget practices. For instance, the town administrator prepares an early preliminary 

forecast with a detailed free cash strategy. He also composes for the finance advisory board an 

annual budget message, which includes a policy-level overview of revenues, expenditures, and 

priorities. To guide decision making, the town also has a formal, written free cash policy that 

outlines its appropriate uses and identifies a minimum annual funding level. However, these 

components are not incorporated in the currently produced, 56-page budget document, which 

essentially consists only of a series of departmental operating budgets.  

 

The town administrator cited his recognition of the gap between the current budget document and 

a potentially more informative and efficient model as the reason Leicester applied for this CCC 

project. In a meeting with TAB, he explained that his goals include making the budget process 

easier, improving detail in the departmental budget narratives, increasing transparency, and 

ensuring the smooth transfer of budget materials across fiscal years.  

 

On the following pages, we provide guidance to help Leicester meet these goals with a 

comprehensive, informative, and transparent budget document. Separately attached are budget 

preparation spreadsheets for departmental-level and overall budget development. Taken together, 

they can serve as a blueprint for Leicester to reduce inefficiencies in the budget submission process 

and to compile disparate budget components into a complete budget document. 
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BUDGET DOCUMENT COMPONENTS 

 

Core Concepts 

 

For budget planning to be effective it must incorporate practical, data-driven forecasting, sound 

financial policies, and long-range capital financing strategies. Accordingly, the budget document 

should reflect these three, core concepts. For instance, budget recommendations should be 

grounded in an understanding of the community’s ongoing financial condition based on a long-

range forecast, which should be made clear in a budget message. Financial policies should guide 

how revenues are allocated by dictating, for example, the appropriate uses of free cash and 

stabilization funds. Policies should also set a predictable, sustainable level of capital investment, 

since effective long-term planning must include the maintenance of the town’s infrastructure and 

large capital assets. For a budget document to be a practical communication tool, these core 

concepts must be combined in a logical format with accessible content and reliable data. 

 

Budget Document Workflow 

 

The document creation process should align with budget development to create a logical flow of 

data that eliminates duplication of effort. Maintaining a defined cycle ensures that line-item 

classifications are uniform and that the budget process starts with consistent base data. It also 

makes it easier to monitor appropriations during the year.  

 

The budget cycle properly begins after town meeting approves the finalized budget at the annual 

town meeting in the spring. Shortly thereafter, the town accountant should enter each line item 

into VADAR’s general ledger (GL) as the new fiscal year’s appropriation. Thus, the data for the most 

recent town meeting appropriation becomes the current year’s appropriation in the GL, where it 

can then be entered into the corresponding column in the working budget spreadsheet. Effective 

working budget documents contain line-item details that tie directly to object codes in the GL, 

allowing the town administrator to accurately note changes in the upcoming budget.  

 

During the budget request submission stage, department-level workbooks will provide the source 

data for the final budget document, which should also align with Leicester’s GL records for accurate 

monitoring. The point of user input should always start with line-item detail. The document we 

present uses Excel formulas and linked sheets to automatically summarize this line-item data into a 

final, presentation-ready format. This set-up standardizes the point of change and keeps data 

consistent throughout the development process. Any subsequent budget alterations should single 

out specific line items for reduction or increase.  
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Once the next annual town meeting approves the budget, the cycle restarts. To support an efficient, 

year-to-year workflow conversion, we designed a budget document template that will allow the 

town administrator’s office to easily transfer the working spreadsheets’ content to new workbooks, 

including their mission statements, objectives, personnel information, budget narratives, and 

budget data.  

 

The Budget Document 

 

The budget document we designed consists of two workbooks, one for department-level 

submissions and the other for the master workbook. Readers will find the following components in 

them, along with embedded instructions as appropriate:  

 

 Table of Contents 

 Budget Message 

 Forecast 

 Organizational Chart 

 Budget Calendar and Process 

 Overview of Revenues and Expenditures 

 Revenues Section 

 Departmental Budget Sections 

 Capital Investment Section 

 Financial Policies 

 Appendices 

 

Each departmental budget section has the following common elements: department overview with 

a mission statement, goals, objectives, personnel table, organizational chart, budget narrative, and 

budget data. The instructions embedded in this workbook allow it to serve as a manual for 

department heads. In addition to the departmental workbook is the budget master workbook, 

which contains a template for all town-wide budget components.  

 

When implementing the document, the town administrator should password-protect the 

workbooks’ formulas before distributing to department heads. Finally, while the electronic version 

has a table of contents to aid navigation, when hard-copy versions are created, we suggest they 

incorporate physical tab separators between sections for ease of use. 
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ADDITIONAL RECOMMENDATIONS 

 

1. Expand Financial Policies  

 

We recommend Leicester add forecasting, reserves, and capital planning policies to its existing 

policy manual. With input from the select and finance advisory boards, the town administrator 

should draft these policies and submit them for formal adoption by the boards. Subsequently, 

relevant policy excerpts should be included in the final budget document. For guidance, in the 

appendix are sample policies on these topics that TAB recently created for the Town of Charlton. 

Additional financial policy drafts can be found on the CCC’s webpage.  

 

A forecasting policy will strengthen and expand on the three-year forecast that the town 

administrator currently produces for the October budget meeting. Using this as a basis, we 

recommend the policy call for a five-year forecast, incorporate projected revenues, and identify 

potential future deficits and any other areas of budgetary concern. Significant trends should be 

noted in the budget message, and the forecast should be given its own section in the document.  

 

We further suggest the town incorporate its existing free cash policy into a broader reserves policy. 

This policy should set usage conditions for the general stabilization fund, the finance advisory 

board’s reserve fund, the assessor’s overlay account, and any special purpose stabilization funds. It 

should also establish target funding levels for certain reserves. 

 

An effective capital planning policy defines capital projects and outlines the town’s approach to 

funding its capital plan. The town’s capital improvement planning committee bylaw already defines 

a capital project as costing $10,000 or greater and having a useful life of five years or more. We 

recommend incorporating these criteria into a detailed capital policy that also outlines the town’s 

long-term financing strategy. 

 

2. Expand and Revise Departmental Budget Sections 

 

a) Combine the mission and vision statements – The town administrator should consider 

removing the departmental vision statement since it often replicates or reformulates the 

content in the mission statement. Instead, the administrator should instruct departments to 

review and revise existing mission statements. 

 

b) Add department descriptions to all budget entries – Some departmental budget entries 

have detailed descriptions, while others lack them altogether. The administrator should 

http://www.mass.gov/governor/administration/groups/communitycompactcabinet/reports/community-compact-reports-and-completed-best-practices.html
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work with each department head to develop descriptions of services for all budget entries 

that can be reused each budget year. These should be distinct from mission statements. 

 

c) Add departmental goals and objectives – Each department head should, in discussions with 

the town administrator, develop a set of goals and objectives driven by policy. Goals are 

broad statements of purpose and may span a few fiscal years. Objectives are the specific, 

measurable steps necessary to accomplish goals, and as such they should be reviewed and 

updated annually. Use this space to also describe the status of any prior-year goals and 

objectives.  

 

3. Revise the Operating Budget Submission Process 

 

Using TAB’s budget document workbook as a model, we recommend the town administrator email 

department-specific workbooks to each department. This eliminates the current step of parsing 

through superfluous information when each department head returns a spreadsheet with only their 

department updated. Instead, the town administrator will be able to incorporate each submission 

into an appropriation summary in his budget master workbook. Since all working documents will at 

this point be stored on the town administrator’s drive, he can then link the summary totals from 

those spreadsheets to the appropriation summary in the budget master. 
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APPENDIX A: 

Town of Charlton Forecasting Policy 
 
PURPOSE 
To assess the range of choices available to budget decision makers when determining how to 
allocate resources, this policy establishes guidelines for evaluating revenue sources and the 
requirement to determine an expenditure strategy as part of the annual budget process and longer 
range fiscal planning. Forecasting helps local officials understand the long-range implications of 
pending near-term decisions. 
 
APPLICABILITY 
This policy applies to the Board of Selectmen and Finance Committee in their budget analysis and 
decision-making responsibilities. It also applies to the job responsibilities of the Town 
Administrator, Town Accountant, and all the managers of revenue-generating departments, 
including the Town’s Water and Sewer Department.  
 
POLICY 
 
A. Revenue Guidelines 
 
The Town will continuously seek to diversify its revenue to improve the equity and stability of 
sources. Each year and whenever appropriate, the Town will reexamine existing revenues and 
explore potential new sources. A balance will be sought between elastic and inelastic revenues to 
minimize any adverse effects caused by inflation or other economic changes. Additionally, 
intergovernmental revenues (e.g., local aid, grants) will be reviewed annually to determine their 
short- and long-term stability in order to minimize detrimental impacts. 
 
The Town will avoid using one-time revenues to fund ongoing or recurring operating expenditures. 
These one-time revenue sources can include, but are not limited to, free cash, overlay surplus, sale 
of municipal equipment, legal settlements, insurance proceeds, and gifts. Additionally, the Town 
hereby establishes the following priority order when appropriating one-time revenues: 
 

 General stabilization fund 
 [Capital stabilization fund] 
 [Cash capital budget] 
 [OPEB trust fund] 
 [Other] 

 
Economic downturns or unanticipated fiscal stresses may compel reasonable exceptions to the use 
of one-time revenue. In such cases, the Town Administrator, in consultation with the Town 
Accountant, can recommend to the Board of Selectmen its use for operational appropriations. Such 
use will trigger the Town Administrator to develop an action plan with the Town Accountant to 
avoid continued reliance on one-time revenues. 
 
Historically, bond premiums (net of issuance costs) have been considered general one-time revenue 
to be used as an available source. Chapter 218 of the Acts of 2016 amends current law by allowing 
communities to either apply the proceeds to the issuance, thereby reducing the amount needed to 

https://malegislature.gov/Laws/SessionLaws/Acts/2016/Chapter218
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borrow, or to place the money in a separate fund and appropriate it for a future capital project. 
(Note: Premiums received for excluded debt must still be used to offset the stated interest costs of 
financing the project.) 
 
State laws impose further restrictions on how certain types of one-time revenues may be used. The 
Town will consult the following General Laws when the revenue source is: 
 

 Sale of real estate: M.G.L. c. 44, §63 and M.G.L. c. 44, §63A 
 Gifts and grants: M.G.L. c. 44, §53A and M.G.L. c. 44, §53A½ 

 
This policy further entails the following expectations regarding revenues: 

 
 The Assessing department will maintain property assessments for the purpose of taxation at full 

and fair market value as prescribed by state law. 
 Town departments that charge fees will annually review their fee schedules and propose 

adjustments when needed to ensure coverage of service costs. 
 The Water/Sewer department will set rates for the enterprise operations sufficient to cover all 

their direct, indirect, and capital improvement costs on self-supporting bases. 
 The Building department will notify the Town Administrator of any moderate-to-large 

developments that could impact building permit volume. 
 Department heads will strive to seek out all available grants and other aid and will carefully 

consider any related restrictive covenants or matching requirements (both dollar and level-of-
effort) to determine the cost-benefit of pursuing them.  

 Revenue estimates will be adjusted throughout the budget cycle as more information becomes 
available. 

 
B. Expenditure Guidelines 

 
Annually, the Town will determine a particular budget approach for forecasting expenditures, either 
maintenance (level service), level funded, or one that adjusts expenditures by specified increase or 
decrease percentages (either across the board or by department). A maintenance budget projects 
the costs needed to maintain the current staffing level and mix of services into the future. A level-
funded budget appropriates the same amount of money to each municipal department as in the 
prior year and is tantamount to a budget cut because inflation in mandated costs and other fixed 
expenses still must be covered. 
 
C. Financial Forecast Guidelines 
 
To determine the Town's operating capacity for each forthcoming fiscal year, the Town Accountant 
will annually create and provide the Town Administrator with a detailed budget forecast. The Town 
Accountant will also annually prepare a [five]-year financial projection of revenues and 
expenditures for all operating funds. These forecasts shall be used as planning tools in developing 
the following year’s operating budget as well as the five-year capital improvement plan.  
 
To ensure the Town’s revenues are balanced and capable of supporting desired levels of services, 
forecasts for property taxes, local receipts, and state aid will be conservative based on historical 
trend analyses and will use generally accepted forecasting techniques and appropriate data. To 
avoid potential revenue deficits, estimates for local receipts (e.g., inspection fees, investment 

https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section63
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section63A
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section53A
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section53A1~2
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income, license fees) should generally not exceed [90] percent of the prior year’s actual collections 
without firm evidence that higher revenues are achievable.  
 
Additionally, the Town’s forecast model should assume that:  
 

 The current level of services will be maintained. 
 Property taxes (absent overrides) will grow at the limits of Proposition 2½. 
 New growth will be projected conservatively, taking into account the Town’s three-year 

average by property class. 
 Local receipts and state aid will reflect economic cycles. 
 Historical trends in the growth of specific operating expenses and employee benefits will 

prevail. 
 Potential cost-of-living adjustment estimates for the impact of future contract settlements and 

compensation plan increases are included. 
 Debt service on existing debt will be paid and Capital Planning and Debt policies will be 

followed. 
 Annual pension contributions and appropriations to amortize its other postemployment 

benefit liabilities will continue. 
 Reserves will be built and maintained in compliance with its Financial Reserves policy. 

 
REFERENCES 
Chapter 218 of the Acts of 2016, Section 67 
M.G.L. c. 44, §20 
M.G.L. c. 44, §53A 
M.G.L. c. 44, §53A½ 
M.G.L. c. 44, §63  
M.G.L. c. 44, §63A 
 
Division of Local Services Best Practice: Revenue and Expenditure Forecasting 
Division of Local Services Bulletin 2013-01B: Bond Premiums and Debt Exclusions  
 
Government Finance Officers Association article: Structuring the Revenue Forecasting Process 
 
Town of Charlton Capital Planning Policy 
Town of Charlton Debt Management Policy 
Town of Charlton Financial Reserve Policy 
 
EFFECTIVE DATE 
This policy was adopted on [  ]. 
  

https://malegislature.gov/Laws/SessionLaws/Acts/2016/Chapter218
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section20
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section53A
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section53A1~2
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section63
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section63A
http://www.mass.gov/dor/docs/dls/mdmstuf/technical-assistance/best-practices/forecastrevenuesandexpenditures.pdf
http://www.mass.gov/dor/docs/dls/publ/bull/2013/2013-01b.pdf
http://www.gfoa.org/structuring-revenue-forecasting-process
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APPENDIX B: 

Town of Charlton Financial Reserves Policy 
 

PURPOSE 

To help the Town stabilize finances and maintain operations during difficult economic periods, this 

policy establishes prudent practices for appropriating to and expending reserve funds. With well-

planned sustainability, Charlton can use its reserves to finance emergencies and other unforeseen 

needs, to hold money for specific future purposes, or in limited instances, to serve as revenue 

sources for the annual budget. Reserve balances and policies can also positively impact the Town’s 

credit rating and consequently its long-term cost to fund major projects. 

 

APPLICABILITY 

This policy pertains to short- and long-range budget decision making and applies to the Board of 

Selectmen, Town Administrator, and Finance Committee in those duties. It also applies to the 

related job duties of the Town Accountant, Water/Sewer Commissioners, and Board of Assessors. 

 

POLICY 

The Town of Charlton commits to building and maintaining its reserves so as to have budgetary 

flexibility for unexpected events and significant disruptions in revenue-expenditure patterns and to 

provide a source of available funds for future capital expenditures. The Town will strive to maintain 

overall reserves in the level of eight to ten percent of the annual operating budget. Adherence to 

this policy will help the Town withstand periods of decreased revenues and control spending during 

periods of increased revenues. There are multiple types of reserves, including free cash, 

stabilization funds, retained earnings, and overlay surplus.  

 

A. Free Cash 

 

The Division of Local Services (DLS) defines free cash as “the remaining, unrestricted funds from 

operations of the previous fiscal year, including unexpended free cash from the previous year.” DLS 

must certify free cash before the Town can appropriate it.  

 

By September 15th each year, the Town Accountant will submit to DLS a year-end balance sheet, 

free cash checklist, and year-end reporting checklist. Once DLS certifies free cash, the Town 

Accountant will review any reduction to the certified balance and provide the Town Administrator a 

detailed explanation and subsequent year remediation plan. 

 

The Town will set a year-to-year goal of maintaining its free cash in the range of three to five 

percent of the annual budget. To achieve this, the Town Accountant will propose budgets with 

conservative revenue projections, and department heads will carefully manage their appropriations 

to produce excess income and budget turn backs.  
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The Town will endeavor to transfer a minimum of 50 percent of the certified free cash to the 

general stabilization fund. As much as practicable, the Town will limit its use of free cash to funding 

one-time expenditures (like capital projects or emergencies and other unanticipated expenditures). 

Alternatively, budget decision makers may reserve a portion of the remaining 50 percent to avoid 

fully depleting the Town’s free cash so that the succeeding year’s calculation can begin with a 

positive balance.  

 

B. Stabilization Funds 

 

A stabilization fund is a reserve account allowed by state law to set aside monies to be available for 

future spending purposes, including emergencies or capital expenditures, although it may be 

appropriated for any lawful purpose. Prior to the adoption of this policy, the Town established and 

appropriated to a general stabilization fund. 

 

General Stabilization: The Town will endeavor to maintain a minimum balance of five percent of 

the current operating budget in its general stabilization fund. Withdrawals from general 

stabilization should only be used to mitigate emergencies or other unanticipated events that cannot 

be supported by current general fund appropriations. When possible, withdrawals of funds should 

be limited to the amount available above the five percent minimum reserve target level. If any 

necessary withdrawal drives the balance below the minimum level, the withdrawal should be 

limited to one-third of the general stabilization fund balance. Further, the Town Accountant will 

develop a detailed plan to replenish the fund to the minimum level within the next two fiscal years. 

 

Capital Stabilization: The Town will establish and appropriate annually to the capital stabilization 

fund so that over time it achieves a target balance sufficient to cover the Town’s cash outlay for 

capital. Doing so enables the Town to pay outright for moderate-range capital expenditures and 

thereby preserve debt capacity for major, higher-dollar purchases or projects. This approach 

balances debt with pay-as-you-go practices and protects against unforeseen costs.  

 

C. Retained Earnings 

 

The Town has separate enterprise funds to provide water and sewer utilities. By accounting for 

each utility’s revenues and expenditures in individual funds segregated from the general fund, the 

Town can identify the true costs of each service—direct, indirect, and capital—and recover these 

through user fees and other fees. Under this accounting, the Town may reserve each operation’s 

generated surplus (referred to as retained earnings or, alternatively, as net assets unrestricted) 

rather than closing the amount out to the general fund at year-end.  

 

For each enterprise fund, the Town will maintain a reserve amount at 20 percent of the utility’s 

total budget, at minimum, but any reserve may be significantly higher if major infrastructure 

improvements are necessary. These reserves shall be used to provide rate stabilization and to fund 
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major, future capital projects. To maintain the target reserve levels for each enterprise requires the 

Water and Sewer departments to periodically review, and when necessary, adjust user rates. 

 

D. Overlay Surplus 

 

The overlay is a reserve the Town uses to offset unrealized revenues resulting from property tax 

abatements and exemptions. Charlton officials will prudently manage the overlay in accordance 

with the Town’s Overlay policy to avoid the need to raise overlay deficits in the tax levy.  

 

At the conclusion of each fiscal year, the Board of Assessors will submit to the Town Administrator 

and the Town Accountant an update of the overlay reserve with data that includes, but is not 

limited to, the gross balance, potential abatement liabilities, and any transfers to surplus. If the 

balance exceeds the amount of potential liabilities, the Board of Selectmen may request that the 

Board of Assessors vote to declare those balances surplus available for use in the Town’s capital 

improvement plan or for any other one-time expense.  

 

REFERENCES 

M.G.L. c. 40, §5B 

M.G.L. c. 59, §25 

M.G.L. c. 44, §53F½ 

 

DLS Best Practice: Free Cash 

DLS Best Practice: Reserve Policies 

DLS Best Practice: Special Purpose Stabilization Funds 

DLS Informational Guideline Release 08-101: Enterprise Funds 

DLS Informational Guideline Release 16-104: Overlay and Overlay Surplus 

DLS Informational Guideline Release 04-201: Creation of Multiple Stabilization Funds 

 

Government Finance Officers Association Best Practice: Appropriate Level of Unrestricted Fund 

Balance in the General Fund  

 

EFFECTIVE DATE 

This policy was adopted on [  ]. 

 

 

  

https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter40/Section5B
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleIX/Chapter59/Section25
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section53F1~2
http://www.mass.gov/dor/docs/dls/mdmstuf/technical-assistance/best-practices/freecash.pdf
http://www.mass.gov/dor/docs/dls/mdmstuf/technical-assistance/best-practices/reservepolicies.pdf
http://www.mass.gov/dor/docs/dls/mdmstuf/technical-assistance/best-practices/specialstabilization.pdf
http://www.mass.gov/dor/docs/dls/publ/igr/2008/igr08-101.pdf
http://www.mass.gov/dor/docs/dls/publ/igr/2016/igr16-104.pdf
http://www.mass.gov/dor/docs/dls/publ/igr/2004/igr04-201.pdf
http://www.gfoa.org/appropriate-level-unrestricted-fund-balance-general-fund
http://www.gfoa.org/appropriate-level-unrestricted-fund-balance-general-fund
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APPENDIX C: 

Town of Charlton Capital Planning Policy 
 
PURPOSE 
To provide a means for planning the maintenance and improvement of capital assets and 
infrastructure, this policy outlines guidance for reviewing, planning, and coordinating capital 
improvements. This policy also promotes a systematic acquisition and replacement schedule to 
ensure that, given limited resources, the Town’s capital needs are met. 
 
APPLICABILITY 
This policy establishes a framework for long-term capital planning, sets guidelines and expectations 
for all Town departments in planning for and requesting capital projects, and outlines consensus 
budgetary goals for the Town Administrator and Board of Selectmen. 
 
POLICY 
The Town will maintain its physical assets by providing funding in the operating budget to protect 
its capital investments and minimize future maintenance and replacement costs. The Town sustains 
a capital improvement program (CIP) overseen by the Town Administrator to identify and prioritize 
projects, analyze funding, and create a long-term financial plan achievable within the Town’s 
budget limitations. The Town will sustain a five-year plan for capital improvements, which will be 
updated annually. Included in the CIP will be those projects that will provide and preserve the 
infrastructure needed to achieve the highest levels of public services and quality of life possible 
within the available financial resources. The Town will emphasize preventive maintenance as a cost-
effective approach to capital reinvestment and replace exhausted goods as necessary.  
 
A. Definition of a CIP Project 
 
A capital improvement is a tangible asset or project estimated to cost over $25,000 and estimated to 
have or to extend, five or more years of useful life. These include:  
 

 Real property acquisitions, construction, and long-life capital equipment 
 Major improvements to physical infrastructure, including streets, sidewalks, stormwater drains, 

water distribution systems, and sanitary sewer systems 

 Major renovations of existing capital items that extend their useful lifespans, as 
distinguished from normal operating expenditures 

 Planning, feasibility studies, and designs for potential capital projects 
 Items obtained under a long-term capital lease 
 Bulk purchases of similar items, like software or furniture, with expected useful lifespans of five 

or more years that, when aggregated, have total costs exceeding the capital threshold 

 
B. Evaluation of CIP Projects 
 
The Town Administrator orchestrates the CIP. Only projects that have gone through the Town 
Administrator’s review process will be included in the CIP unless required by an emergency, in 
which case, a written report explaining the emergency must be provided to the Town Administrator 
and Board of Selectmen. 
 
The Town Administrator will evaluate and prioritize capital projects using the below criteria: 
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 Eliminates a hazard to public health and safety 
 Required by state or federal laws or regulations 
 Supports adopted plans, goals, objectives, and policies 
 Stabilizes or reduces operating costs 
 Replaces a clearly obsolete facility or makes better use of an existing facility 
 Maintains or improves productivity or existing standards of service 
 Directly benefits the Town's economic base by protecting and increasing property values 
 Provides new programs having social, cultural, historic, economic, or aesthetic value 
 Uses outside financing sources, such as grants 
 Maintains a minimum annual $25,000 technology investment 

 
C. Multiyear Capital Plan 
 
The Town Administrator will annually update and propose for adoption by the Board of Selectmen 
and Finance Committee a five-year capital improvement plan, including the upcoming fiscal year’s 
capital improvement budget and a four-year projection of capital needs and expenditures that 
details their estimated costs, descriptions, and anticipated funding sources. 
 
D. Capital Financing 
 
Long-term debt is an appropriate funding source for certain types of projects, while current 
revenues should be used for assets with short useful lifespans. The Town will strive to maintain 
[three - five] percent of the general fund operating budget, net of debt, on capital investment 
allocations. Funding shall be derived from a combination of property taxes and the general 
stabilization fund. 
 
The CIP shall be prepared and financed in accordance with the following policies: 
 

 Grant funding shall be pursued and used to finance the capital budget whenever possible. 
 Capital projects for the enterprise fund shall be financed solely from the fund’s revenues. 
 The annual operating costs of each proposed capital project, as well its debt service costs, 

shall be identified before any long-term, bonded capital project is recommended.  
 Major capital projects, such as new construction or major renovations to existing facilities, 

may be accomplished through capital or debt exclusions. 
 Infrastructure or facility maintenance budgets built into the general operating budget will 

not be reduced to fund other departmental budgets. 
 
E. Capital Project Closeouts 
 
The Town will endeavor to close out all capital projects within six months of completion. As these 
projects are closed out, the Town Accountant will do the following: 
 

 For bonded projects with residual balances, the Town Accountant and Treasurer will 
propose reallocating any balances for other applicable capital projects. 

 For projects funded with available revenue (tax levy or reserves) having residual balances, 
the Town Accountant will propose reallocating the balances for other capital projects or 
close the balances to the appropriate fund surplus. 
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REFERENCES 
M.G.L. c. 44, §20 
M.G.L. c. 44, §33B 
 
Division of Local Services Guidance: Presenting and Funding Major Capital Projects 
 
EFFECTIVE DATE 
This policy was adopted on [  ] 
 

 

 

https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section20
https://malegislature.gov/Laws/GeneralLaws/PartI/TitleVII/Chapter44/Section33B
http://www.mass.gov/dor/local-officials/technical-assistance-bureau/best-practices-and-guidance.html

