
Agenda Item #17         
 

Meeting of June 20, 2016 
 
 

South Portland City Council 
Position Paper of the City Manager 

 
Subject: 

ORDER #171-15/16 –Transferring $700,000 from Unassigned Fund Balance to the 
Property Tax Stabilization Reserve Account. Passage requires majority vote. 

Position: 
 
This order is brought forward in conjunction with the FY 2017 Municipal Budget to transfer 
$700,000 from the General Fund Unassigned Fund Balance to the Property Tax 
Stabilization Reserve Account.  The City established the Tax Rate Stabilization reserve 
fund a number of years ago to provide a mechanism to utilize fund balance to reduce the 
amount of taxes needed in subsequent years’ budgets.  The method we chose was a 
multi-year approach that provides stability in future years’ revenue streams.  A common 
problem that occurs in the use of fund balance as a revenue source is the impact that 
occurs in subsequent years’ budgets when fund balance is no longer available.  This 
produces a significant revenue shortfall and tax rates tend to bounce up and down with the 
amount of available fund balance.  The City has established this fund to allow for the use 
of fund balance as a revenue source with a funded gradual decline in subsequent years.  
This mitigates the yo-yo effect of this revenue source.   
 
Presently, there is approximately $1,225,000 in the reserve and the following anticipated 
use of fund balance to reduce the amount needed to be raised from taxes is as follows: 
 
 FY16 $425,000 
 FY17 $350,000 
 FY18 $250,000 
 FY19 $150,000 
 FY20   $50,000 
 
This $700,000 transfer will allow a greater amount to be transferred in each of the 
subsequent five years to fund the various budgets.  By transferring these funds, we are 
able to implement the following schedule: 
 

FY16 $425,000 
 FY17 $500,000 (additional $150,000) 
 FY18 $400,000 (additional $150,000) 
 FY19 $300,000 (additional $150,000) 
 FY20 $200,000 (additional $150,000) 
 FY21 $100,000 (additional $100,000) 
 



This methodology allows the impact of the use of fund balance to fund the budget to be 
spread over a series of years and not create a major revenue shortfall in future budgets.  
Another way to look at this is that taxpayers are given a credit against future tax bills. 
 
Requested Action: 
 
Council passage of ORDER #171-15/16 
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IN CITY COUNCIL 

 
ORDER #171-15/16 

 
 
 

ORDERED, that seven hundred thousand dollars ($700,000) be 
transferred from General Fund Unassigned Fund Balance to Fund 1861 
Property Tax Rate Stabilization Reserve.  

 
 
 
 
 
Fiscal Note:  $700,000 transfer of funds 
 
 
 
 
 
 
Dated:   June 20, 2016 
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