Big Lakes County Policy

Reserves

Policy Number: ADMIN 59 (Formerly ADMIN 06)
Legal Authority: N/A

Approved by Council: December 7, 1994

Effective Date: December 7, 1994

Revised Date: June 10, 2026

Policy Statement

Big Lakes County recognizes the need to maintain and manage reserve funds that:

1. Minimize the financial exposure of the municipality from unanticipated fluctuations
in operating activities;

2. Provide for property tax stabilization, provision of consistent service levels and reduce
the need for debt financing;

3. Maintain and improve Big Lakes County’s working capital requirements; and

4, Address the overall current and future initiatives of Big Lakes County.

Big Lakes County will plan for and provide specific purpose reserves that support a viable and
financially sustainable municipality. Establishment of such reserves will allow for future planned
and unplanned expenditures required by the municipality. This policy outlines the guidelines by
which funds may be transferred to or from Capital and Operating Reserves, as well as the
anticipated independent reserve valuations.

Definitions

“Reserve Funds” means funds that have been set aside to manage future spending needs. There
are two types of Reserve funds: Unrestricted and Restricted.

“Unrestricted Reserves” means funds that have been set aside for unexpected expenditures, not
for any specific purpose.

“Restricted Reserves” means funds that have been set aside for a specific purpose, or as a
contingency for excess costs in a specific area.

“Property Tax Stabilization” means the avoidance of large fluctuations in property taxes year
over year.
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“Optimal Balance” means the balance that Reserves will require to ensure that service levels are
maintained and that sufficient funds are available to fund capital replacement and/or
enhancement.

“Working Capital” means the amount of funds that are available after all current liabilities have
been accounted for.

“Accumulated Surplus” means the total amount of surplus accumulated from prior years.
“Contingency” means a provision for an unforeseen event or circumstance.

“Liquidity” means the ease with which assets can be obtained to pay liabilities as they become
due.

Purpose

The purpose of this policy is to establish guidelines, limits, and conditions applicable to the
segregation of the County’s accumulated surplus, referred to as restricted surpluses in its audited
financial statements, into reserves funds. Reserve practices will ensure a favourable and
sustainable financial position while supporting the ability to meet current and future operating
and capital requirements by maintaining reserve funds sufficient to achieve the following:

a) The County has sufficient working capital so that it can sustain operations through delays
in receipt of payments of committed funding and to accept reimbursable contracts and
grants without jeopardizing ongoing operations;

b) The County has sufficient resources to fund the acquisition or construction of new capital
assets and replacement/rehabilitation of major capital infrastructure assets, as required;

c) Public confidence in the long-term sustainability of the County;

d) The County has sufficient resources to fund budgeted contingency amounts for
unpredictable revenues, volatile expenditures, and unanticipated opportunities and/ or
challenges;

e) To contribute favourably to the liquidity position of the County;

f) A favourable credit status and financial flexibility is maintained; and

g) The County’s Strategic Plan objectives are met.

Guidelines

1) All reserve transfers, re-designations, revisions, new account requests, and account
cancellations must be approved by Council. Approvals may be in the form of:
a. The annual operating or capital budget approval;
b. A carryover project that was contained in an approved operating or capital
budget; or
c. A Council resolution.
2) Draws from reserves must not exceed the fund balance unless it can be demonstrated to
Council that future sources of revenue will provide adequate funding to return the fund to
a positive balance. ;
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3)

4)

5)
6)
7)

8)
9)

All operating and capital reserve funds must be fully described and include a purpose,
source of funding, minimum level, optimum or target level, and the rationale used to
establish the levels.
Funding sources will include, but are not limited to:

a. Sale of capital assets

b. Approved budget contributions

c. Annual surplus contributions

d. Investment income
The prescribed fund limits will be reviewed by Council at least once each term of office.
The County will maintain reserve funds in accordance with Schedule A.
Restricted reserve funds may only be used for the purposes specified by Council in
accordance with Schedule A.
Annual operating surpluses will be allocated to underfunded reserves on a prorated basis.
Any interest earned on Reserve Fund investment accounts will be allocated to the overall
Reserve Fund balance on a prorated basis, and not be utilized as Operational Revenues.

MANAGEMENT OF THE RESERVE FUNDS

1)

2)

3)

Under the direction of Council, the Chief Administrative Officer or their designate will
ensure funds are invested according to the guidelines set out in the County's Investment
Policy and in accordance with provincial legislation.

Reserve funds will be drawn down only under circumstances specific to the individual
reserve fund.

For reporting purposes, the reserve funds will be listed separately in the "notes" section of

the County’s financial statements.
; Reeve

e chi€f Administrative Officer

(me 235 2026

Date of Final Signature
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