Township of Byram Fund Balance Policy

Purpose of Fund Balance:

e Ensure Township maintains adequate Fund Balance reserve levels.

e Establish a fund balance policy to ensure against unanticipated events that will adversely
affect the financial position of the Township.

e Provide stable financial environment for the Township’s operations.

e Serve as a framework upon which consistent operations may be built and sustained.

e Provide guidelines for the use and maintenance of Fund Balance.

e Maintain adequate level of Fund Balance to manage financial risks that may occur from
unforeseen revenue fluctuations, unanticipated expenditures, State of New Jersey policy
decisions and other circumstances.

Definitions:
Fund Balance: Fund Balance is the difference between current assets, including cash,
short- term investments, inventories, receivables and other assets expected to be available
to finance operations in the immediate future and its current liabilities. A positive
difference of current assets over current liabilities gives an indication of the resources
immediately available to finance ongoing operations.

Surplus: Surplus is another term used interchangeably with Fund Balance. Surplus by
definition is a term that suggests excess or the amount that remains when the need is
satisfied. It gives the impression that it is unnecessary. The Township does not support
the use of the surplus, but various State documents require the reporting of the Township’s
Fund Balance as Surplus.

The general guidelines for Fund Balance are subjective and some proposed benchmarks include:
one month of payroll costs, one month of budgeted expenses and one month of the total levy.
Another common standard is five percent of annual operating expenditures, or anywhere from
one month’s operating expenditures to three month’s expenditures.

Each year the Township dedicates Fund Balance to the municipal budget. When anticipated
revenues decline, there is a tendency to rely on more Fund Balance to balance the budget. The
increase in expenses also contributes to the usage of more fund balance. Each annual budget is
assess for the use of fund balance to offset operations.

It is important to regenerate Fund Balance each year. Fund Balance is accumulated from budget
revenues in excess of anticipated amounts, excess receipts of delinquent taxes, budget revenues
received that were not anticipated, cancelling of appropriation reserves, and added and omitted
taxes collected for when construction improvements are deemed completed by the Tax Assessor.
Each has been a challenge each year to replenish the Fund Balance with declining revenues and
costs escalating.
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