Upper Providence Township 

Fund Balance Reserve Policy- General Fund
Purpose:
The purpose of this policy is to establish a target level of unrestricted fund balance for the General Fund (GF) and to establish a process and criteria for the continued evaluation of the target level as conditions warrant. 
Adequate GF fund balance reserves are a necessary component of the Township’s overall financial management strategy and a key factor in external agencies ‘such as Moody’s and Standard and Poor’s measurement of the Township’s financial strength and performance.  GF fund balance reserves are maintained for unforeseen situations, including emergencies, revenue shortfalls, legislative mandates, unanticipated cost increases, and other conditions that can reduce resources, and increase costs.
Policy:
The Township shall aim to maintain a minimum year-end GF unrestricted fund balance of 25% (3 months of reserves) with a goal of 40% percent of the end of year’s total GF expenditures.  This minimum reserve will allow the Township to realize a certain level of investment earnings and provide a minimum GF reserve for emergencies and contingencies.  Unrestricted GF fund balance is defined as those financial resources available for spending and therefore not reserved for specific purposes such as encumbrances.  

1. Fund Balance Planning:  Each fiscal (calendar) year during the budget-building process, the GF fund balance reserve will be evaluated by staff to determine if adequate levels of reserves are being maintained, based upon the Township’s financial strength and the economic conditions.  The Township will retain flexibility to allocate available funds based on the current circumstances and needs of the Township.
Financial analysis for the planning of the following year’s year-end GF unrestricted fund balance will be undertaken by the Township’s Finance Director Officer and presented periodically to Council.  At a minimum, such analysis shall be reported in advance of or within the annual GF Proposed Budget.
2. Fund Balance less than 25 Percent Goal:  If during the annual budget preparation period (September to December) the anticipated year-end GF unrestricted fund balance has fallen below the minimum 25 percent or is projected to fall below the minimum goal of 25 percent for the upcoming year as outlined in this policy, the Township Manager will present a plan for consideration by Council to implement actions that would restore the fund balance to at least the minimum 25 percent goal.

3. Fund Balance in excess of 40 Percent Goal:  If the year-end GF unrestricted fund balance has exceeded or is expected to exceed the maximum goal of 40 percent as outlined in this policy, the Township Manager will present this information to Council who can decide to maintain the higher fund balance or instruct the Township Manager to prepare a plan for consideration by the Board of Supervisors to implement actions that would reduce the fund balance to within the goal range of 25 percent to 40 percent.
This policy was adopted by the Council  dated  October 8, 2024..
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