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Executive Summary
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Ulster County’s repeated large budget surpluses, despite projecting deficits, suggest that budgeting since
the pandemic may have been too conservative. In 2023, the County’s actual results exceeded
projections by $38.3 million. Over three years, the surplus was $136.4 million higher than planned. A
surplus of this magnitude, year after year, indicates that available resources are not being utilized as
effectively as they could be. The County may be missing opportunities to invest in recurring infrastructure
needs, social programs, or even reduce taxes.

Fund balance is the term given to the equity accounts of the governmental funds of an entity such as
Ulster County. Like the retained earnings accounts of a corporation, fund balance represents the
accumulation of all years of income and loss for a specific fund at a given point in time. Under the
Governmental Accounting Standards Board (GASB) Statement Number 54, fund balance is broken down
into five classifications: non spendable, restricted, committed, assigned, and unassigned. Unrestricted
fund balance consists of the combination of all committed, assigned, and unassigned fund balance
categories. 

In 2023, the Ulster County Legislature adopted a new fund balance policy. We have determined that as
of December 31, 2023, the General Fund is over the policy limit by $31,097,456. However, we note that
this figure includes $15 million in the Housing Action Fund because assigned fund balance is included in
unrestricted fund balance per policy calculations.

The County Road Fund is over the policy limit by $1,153,492, and the Road Machinery Fund is over the
policy limit by $29,878. We have developed some recommendations on how our overage in unrestricted
funds could be allocated:

Reallocate unassigned fund balance amounts to Reserve Funds to protect the County from future
financial shocks.

1.

Pay callable debt. By paying down callable debt we are reducing our outstanding loans and interest
expense. 

2.

Paying other one-time expenditures. By paying for non-recurring expenditures with fund balance
rather than borrowing, the County avoids the costs of bonding and interest over time.

3.

Fund Balance

1] The Comptroller’s Office uses the Government Finance Officers Association (GFOA) definition of Fund Balance available at https://www.gfoa.org/fund-
balance-guidelines-general-fund

Fund Balance is used to describe the net position of governmental funds and serve as a measure of the
financial resources available in the fund. The annual net change in fund balance for each fund is
determined by the amount of surplus (revenues exceeding expenditures) or the amount of deficit
(expenditures exceeding revenues) for that fund for the year. 

The 2023 adopted operating budget projected a $5.6 million deficit or fund balance usage. Actual results
however provided a net surplus across those governmental funds included in the operating budget of
$32.7 million for 2023, resulting in a difference between actual and budgeted amounts of over $38.3
million.

Over a three-year period covering 2021-2023 the adopted budgets projected a total of $23.3 million in
fund balance appropriations. Actual results however over the three-year period yielded a net surplus
across those governmental funds included in the operating budget of $113.2 million.
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As can be seen above, most of the County’s fund balance is in the General Fund, which is the County’s
main operating fund. The Capital Projects fund is made up of multiple capital projects, and it is budgeted
for in the County’s five-year capital improvement program rather than the operating budget. Each project
has its own accounting and will ordinarily carry a negative balance, as short-term borrowing (in the form
of bond anticipation notes) for capital projects is reported as a current liability rather than a revenue. As
bond anticipation notes are converted to long-term bonds or paid by the general fund the capital projects
fund balance deficit will decrease.  Additionally, when a project reaches completion, the total project
amount is either bonded, paid by the general fund, or a combination of both and the negative fund
balance should be closed to a zero balance.  

Based on the audited 2023 financial statements, Ulster County finished 2023 with $102.7 million of
unrestricted fund balance in the general fund. This represents $31.1 million above the County’s current
policy limits, which are 20% of the subsequent year’s budgeted expenditures. Similarly, the County Road
Fund and the Road Machinery Fund exceeded policy limits by $1.2 million and $30 thousand,
respectively. These are the only 3 funds covered by the County’s Fund Balance Policy. 
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The following chart shows a breakdown of 2023 governmental fund activity by fund: 

The Fund Balance Policy states that when the unrestricted fund balance exceeds the 20% ceiling, the
Department of Finance will present a fund balance plan to the Legislature no later than the June
Legislative Session to get back within policy limits. Fund balance planning can enable the County to plan
for contingencies while maintaining a strong bond rating. Prudent use of these funds should enable the
County to avoid interest expense caused by bonding.



The following chart shows the categories of fund balance that the County has reported over the last 5
years, as well as the increases in total fund balance for each year in the General Fund:
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Current Fund Balance Allocation in the General Fund

Total fund balance has increased by $120.6
million, or 238.5% in the County’s General
Fund since 2019. Not all fund balance is
available to offset spending in future years.
Nonspendable fund balance, such as
inventories and pre-paid items, are not
available for budgeting purposes. Going into
2024, the County had a total fund balance of
$171.1 million in the General Fund. 

Since our previous report on this topic, the
legislature has modified the fund balance
policy by changing the desired levels of fund
balance from unassigned to unrestricted fund
balance, expanding the policy limits, and
including the County Road Fund and the Road
Machinery Fund. 

In May of 2023, the Ulster County Legislature
adopted Resolution 213, adopting a revised
Fund Balance Policy for Ulster County. This
policy designates a desired unrestricted fund
balance in the general fund of 15-20% of
current general fund annual operating
expenditures. 

Fund Balance Policy:



3Unrestricted fund balance is the total of unassigned, assigned and committed fund balances. The
unrestricted general fund balance as of 12/31/2023 was $102.7 million or 28.7% of budgeted 2024
general fund operating expenditures, which is $31.1 million higher than the policy maximum.

The policy also creates an unrestricted fund balance ceiling of 20% in both the County Road and Road
Machinery Funds. The calculation for each fund is independent of any other fund and is calculated in the
same manner as the general fund. The County Road Fund exceeded policy limits by $1.2 million and the
Road Machinery Fund exceeded the policy limits by $30 thousand.

Ulster County’s Fund Balance Policy states “upon unrestricted fund balance reaching the 20% ceiling
target, the Department of Finance will present to the Legislature, no later than the June Legislative
Session, options for utilizing the excess… any fund balance in excess of this Policy for the County Road
Fund and the Road Machinery Fund shall be used for the required purposes of said fund. It is the intent
of the County to limit the use of these fund balances to address unanticipated, non-recurring needs, or
unanticipated future obligations.” 

There are multiple strategies that can be utilized by the County to reduce unrestricted fund balance in the
general fund in accordance with by policy limits.  

Self-impose restrictions by creating or adding to existing reserve funds, which designates the use for
a future purpose and reclassifies the fund balance as restricted.
Pay callable debt. Paying down debt can reduce unrestricted fund balance while potentially saving on
interest expenses related to maintaining debt.  
Pay for capital expenditures that would normally be bonded for with unassigned fund balance. 

Since our previous report the legislature has acted to earmark fund balance with multiple resolutions to
attempt to achieve a desired level of unassigned fund balance. In August 2023, the legislature passed
Resolution 330 which moved $15,000,000 from unassigned fund balance to an assigned fund balance
for a housing action fund. Under the current fund balance policy, this assigned balance is still considered
unrestricted fund balance for policy purposes. 

In late 2023, as the 2022 financial statements were in draft form, and the legislature was aware of the
excess surplus and the potential of another surplus in 2023, the legislature reallocated fund balance to
reduce the unrestricted amount by creating reserve funds which are considered restricted. At the
December 2023 legislative meeting several resolutions which combined to restrict approximately $42
million were adopted, including:

Resolution 702 created a decarbonization fund for $18,000,000 
Resolution 364 created a capital reserve fund for $18,000,000 
Resolution 765 increased the tax stabilization reserve fund by $5,999,888. 

Even after restricting all this unassigned fund balance, the County was still $31.1 million over policy
limits. The County had an unassigned fund balance amount of $66.4 million, or 18.5% of the 2024
operating budget. Additionally, the county had assigned fund balance of $36.3 million or another 10.1%
of the 2024 operating budget. 

The assigned fund balance includes $15.0 million in the housing action fund, which in future years is
likely to be transferred to a special revenue fund, separate from the general fund. Also included in
assigned fund balance is $14.7 million of fund balance appropriated in the 2024 budget, however based
on historic trends it is unlikely the County will have actual results to match this budgetary appropriation. If
the policy were to use unassigned fund balance rather than unrestricted fund balance as the metric, the
County would be in compliance. That said, the current policy’s use of unrestricted is in line with GFOA
best practices for fund balance.

In addition to the steps already taken, the Legislature should review the reserve funds currently available
and consider allocating more unassigned fund balance to reserve funds. Reserve funds are amounts set
aside to  meet  future costs and obligations. Leadership should  determine if additions to existing reserve
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After funding reserves, the remaining amount above the expanded policy limit would need to be
addressed. The County should perform an analysis and investigate the appropriateness of paying off
callable debt. A separate analysis should be performed to determine if funding capital purchases with
general fund appropriations and avoiding bonding costs and future debt service payments is
appropriate. 

Once the above measures have been exhausted, and pending the analysis indicates paying callable
debt and/or paying for non-recurring expenditures is appropriate, the remaining unassigned amount
over the policy limit should be considered for implementing tax reductions for County residents. 

In addition to the steps already taken, the Legislature should review the reserve funds currently
available and consider allocating more unassigned fund balance to reserve funds. Reserve funds are
amounts set aside to meet future costs and obligations. Leadership should determine if additions to
existing reserve funds are warranted, then decide if other reserve funds facilitate future County
demands and the amount to designate to those reserves. 
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Non-spendable: Assets that are inherently non-spendable in the current period, as they are not
in spendable form or are legally or contractually required to be maintained intact. This Fund
Balance classification is commonly used for prepaid expenses and inventories.

Restricted: Resources that are unavailable for appropriation or have legal limits to their use.
Such limitations consist of restrictions imposed by creditors, grantors, contributors, or laws and
regulations limiting the right to utilize the funds for certain purposes or imposing a time
restriction such as opioid settlement funds.

Committed: Funds that have a designated purpose constraint placed upon them by the
municipality’s highest level of decision-making authority and require the same level of formal
action to remove the constraint. This restraint would be imposed, for instance, by the Legislature
and could only be lifted by a subsequent act of the Legislature. 

Assigned: Funds that have a designated purpose constraint placed upon them by the
municipality’s highest level of decision-making authority, but unlike Committed Fund Balance,
these funds do not require the same level of formal action to remove the constraint. Examples
would be assignments for encumbrances and subsequent year expenditures.

Unassigned: Resources that can be used for any purpose related to the fund in which the
balance exists. This category is a surplus or a deficit, meaning either is available for future
appropriation, or in cases of a negative Fund Balance, to be recouped over time by efficient
surplus budgeting. 

The Debt Service Fund has $2.9 million
available to be appropriated in future
budget years which represents 20.3%
of the 2024 budgeted operating
expenditures in that fund. 

Appendix A – Municipal Accounting Fundamentals
Governmental Funds - typically account for activity that is tax supported. These funds report on the
“modified accrual basis” of accounting, as is prescribed by the NYS OSC. The modified accrual basis
reports cash and other financial resources available for use within a specified period as “assets,” and
amounts owed that are expected to be paid off within a specified period as “liabilities.” OSC has
described this specified period of availability to be no more than 60 days after year end - meaning if
the funds necessary to complete the transaction are not available within that timeframe then the
transaction should be recorded in the subsequent year. 

Fund Balance - represents the difference between assets plus deferred outflows of resources and
liabilities plus deferred inflows of resources in the fund. Fund Balance is categorized in a hierarchy that
indicates the extent to which a government is required to observe spending constraints for each
category, as follows:

Debt Service Fund Balance
The Debt Service Fund Balance is restricted for the use of debt service (i.e. bond and other debt related
payments) but remains unappropriated if unspent/not budgeted for spending, therefore, it is available for
appropriation in future years. The amount of fund balance available for appropriation includes all
amounts that are unassigned, assigned – unappropriated, as well as unappropriated debt service
restricted balances that can only be used for that purpose. 


