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1. PREAMBLE 
 
The Town Council and all Town of Hudson administrators, as stewards of public funds, pay close 
attention to the Town’s financial management.  In this regard, a preventive management 
approach is advocated, which means that the Town sets aside sufficient reserves to address 
exceptional and unforeseen situations or in anticipation of projects or initiatives for which it 
deems it appropriate to accumulate the funds necessary for their implementation. 
 
This policy provides a framework for decision-making regarding the management of surpluses. 

 
2. OBJECTIVE 
 
The adoption of a surplus management policy is part of the Town’s long-term strategic planning 
process. This long-term planning involves establishing a threshold to define the minimum levels 
for both allocated and non-allocated surpluses, as well as adopting rules for the use of non-
allocated surpluses. The objectives of this surplus management policy are to: 
 
- Manage the Town’s finances responsibly and prudently 
- Ensure a balanced budget at all times 
- Avoid abrupt cuts to services for citizens 
- Fund non-recurring expenditures or events 
- Define the procedures for establishing and using allocated surpluses 
- Maintain a minimum level of non-allocated surplus and establish rules for its use 
- Have available surpluses to respond appropriately to emergency situations 
- Allow for the adjustment of annual property tax increases 

 
 

3. DEFINITIONS 
 

Administration: refers to the General Management in conjunction with the Town’s Finance 
Department. 

 

Operating surplus: refers to the excess of revenue over expenses generated at the end of a fiscal 
year. 

 

Allocated surpluses: refers to any cumulative annual surplus of revenue over expenditures set aside 
for specific purposes. 

 

Non-allocated surplus: refers to any cumulative annual excess of revenue over expenses that is not 
subject to any restrictions on its use. 

 

Surplus allocated to the contingency fund: refers to a surplus intended to finance certain non-
recurring events or expenses over which the Town has little or no control, arising from a legal 
obligation or a force majeure event, making it impossible to include such expenses in the annual 
budget process. 
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Surplus allocated for excess or unforeseen operating expenses: refers to a surplus that has been 
accumulated and set aside to cover operating expenses that are either unforeseen or exceed budget 
projections. This reserve ensures stable financial management by absorbing fluctuations or 
unforeseen events without affecting the annual budget balance. 

 

Surplus allocated for early debt repayment: refers to an accumulated surplus specifically set aside 
to make early repayments on long-term debt. This earmarking is intended to reduce future interest 
expenses and improve the municipality’s overall financial health. 

 

Surplus allocated to land management: refers to a surplus used primarily to fund special projects 
related to land use planning and protection, including, in particular, environmental initiatives such 
as the conservation of natural habitats, water management, climate change mitigation, and land 
enhancement. (Example: tree planting, watercourse management) 

 

 Surplus allocated for capital expenditures: refers to accumulated surplus set aside to finance 
capital projects (the acquisition, construction, or improvement of long-term assets). This reduces 
the need for borrowing and facilitates the planning of infrastructure investment financing. 

  

 
4. MANAGEMENT PRACTICES 

 

To achieve the policy’s objectives, the Town has adopted sound management practices. The 
practices described below serve as a guide for officials and managers. Any use of an allocated 
surplus requires prior approval by the Town Council upon the recommendation of the 
administration. 

 

4.1 Terms of use 

a) Non-allocated surplus 

Minimum threshold of $1.5 million. 

 

b) Surplus allocated to the contingency fund  

Maintain a reserve fund for contingencies at a minimum level of 2% of the most recently 
adopted annual budget to cover unforeseen events over which the Town has little or no 
control. (Includes floods, ice storms, etc.) 

 

c) Surplus allocated for excess or unforeseen operations  

Maintain a designated surplus balance for excess or unforeseen operations at a minimum 
threshold of 1% of the most recently adopted annual budget, in order to finance cost 
overruns only when it is impossible to cover the excess expenditures through additional 
operating revenues or savings in other expenses. (e.g., communications, snow removal, etc.) 
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d) Surplus allocated for early debt repayment 

A threshold of 1% of the debt per year for all taxpayers. 

 

e)    Surplus allocated for land management 

Maintain a restricted surplus balance of $250,000 for land management, to be used to fund 
special projects the Town wishes to undertake. 

 

f)    Surplus allocated to Capital Assets 

The balance of the allocated surpluses, established by resolution, shall be set aside and 
earmarked for the implementation of structural projects included in the PTI and in 
accordance with the financial framework. They will be categorized according to the PTI’s 
main categories of the PTI, namely: Infrastructure, Buildings, Road Network, and Parks and 
Playgrounds. 

 
4.2 Annual Allocation of the Operating Surplus for the Previous Fiscal Year 

After the financial statements for each fiscal year are filed, in order to build and maintain the 
accumulated operating surpluses necessary for the Town’s financial stability, the operating 
surplus for the fiscal year will generally be allocated in the following order and manner, 
unless the Town Council has specific objectives for the subsequent fiscal year (e.g., debt 
maturities, retroactive pay, major maintenance): 

 

1)    Restore the minimum threshold for the non-allocated surplus; 

2)    Restore the minimum thresholds for all allocated surpluses b, c, d, and e; 

3)  Any remaining balance of the operating surplus shall be appropriated to the allocated 
surplus for capital assets. 

 

4.3    Criteria for evaluating eligible expenditures and the use of reserves 

The criteria for evaluating eligible expenditures are intended to identify the expenditures or 
investments that may be funded by allocated and non-allocated surpluses and must meet at least 
one of the following criteria: 

 

• Capital expenditures 

• Potential projects or events requiring the accumulation of certain funds, such as those 
arising from a planning exercise 

• One-time, non-recurring projects or events 

•  Early repayment of long-term debt 
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• Unforeseen and unpredictable operating expenses 

• Other exceptional circumstances 

The approval of the amounts of the allocated and non-allocated surpluses must benefit all 
taxpayers. 

 

 

5.    EXCEPTION 

Any exception to this policy must be authorized by a resolution of the Town Council. 
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