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I. General Information

A. For the purpose of this guidance:
“SFY” is a State fiscal year that closes on June 30, prior to reversion to a…

TY, a transition fiscal year; the 6 month fiscal period that precedes a…

CY, the new calendar fiscal year.

B.
 Municipal considerations to revert to a Calendar Fiscal Year from a State Fiscal Year.
1. The transition year permits anticipation of a full fiscal year of state aid during the 6 month transition year and may allow the municipality to reconcile or resolve accumulated budget or financial issues.

2. At the same time, as most state aid payments do not start until August, the value of the state aid anticipation may be offset if the amount of state aid is so significant a part of the municipality’s budget that there will be cash flow shortages during the first half of the calendar year.

3. Moving to a calendar year permits a single mailing of property tax bills.
II. Applicant Meeting with DLGS Staff and Timing of Application

A. Applicants must meet with staff prior to filing an application using draft documents.  Contact Christine Zapicchi at tzapicchi@dca.state.nj.us or at 609-292-4806 to set up a meeting.
B. A fixed deadline for reversion is passage of ordinance prior to, and submission of application to be heard by the LFB, no later than the Board’s July meeting.

III. Overview of Reversion Process

A. The SFY to CY Reversion process can be started in any year, and requires the following steps:

1. Governing body consideration of the reversion and preparation of an application to the Local Finance Board for the reversion 

2. Meet with DLGS staff to review the application and TY budget documents.

3. Passage of governing body resolution authorizing submission of the application to the Board (sample attached)

4. Decision by the governing body to revert by adopting an ordinance.  The ordinance does not take effect until the application is approved by the Local Finance Board (LFB).  The Board must approve the application no later than it’s July meeting.
5. Governing body resolution authorizing the TY tax levy (3rd and 4th quarters), followed by the issuance of tax bills, including the 1st and 2nd quarter of the following CY (“preliminary tax bill”)

6. Adoption of TY budget (6 months, July through December)

B. The decision to revert is documented by adoption of an ordinance (model attached) and an application submitted to the LFB for consideration no later than the Board’s July meeting.  The application process requires the following:

1. A resolution (model attached) authorizing submission of, and an LFB Application, consisting of the Application Data sheet, Resolution Service List, Executive Summary, Part I, and new Part XIV (attached).  The application must be filed by the appropriate due date (prior to July meeting).
2. The application must also include a copy of the proposed TY budget and 18 month (TY and first CY) cash flow statements.

IV. Tax Levy, Budget and Billing Process

A. Setting the TY Tax Levy (third and fourth quarters): 

1. Governing body approves TY tax levy in same manner as has been done for the SFY:  95%-105% of half of the prior year’s municipal tax levy.  Upon request, the Division may approve a lower or higher amount.  This action can be taken anytime, and will be reflected in the TY budget.

2. The following billing cycle should be implemented:
a) A 3rd quarter estimated bill may be issued.  Once approval is received and the budget is adopted, a reconciling 4th quarter and preliminary 1st and 2nd quarter of the new CY will be issued in a single mailing.

b) The 1st and 2nd quarter CY municipal levy portion bills will be one-half the prior calendar year total levy, not the percentage as used in the SFY billing process.
3. Before the bills are released, they should be reconciled to ensure the proper amounts are being billed.
B. Adopting the TY Budget 

1. The municipal Chief Financial Officer prepares the routine SFY Annual Financial Statement and the SFY Annual Debt Statement.

2. An 18-month cash flow statement (TY July through CY December) is prepared showing anticipated revenues and expenses during the period.  Any months where cash flow is negative will require an explanation of how the municipality will fill the gap if reversion is approved.

3. The 6-month TY budget is prepared, introduced, and adopted.

a) The previously approved TY tax levy must be reflected in the budget and must be adopted by the end of December.

4. The CY budget and its financial documents will follow normal procedures, and include a TY AFS.

V. Budget Considerations

A. The CFO prepares a TY budget and projects the following CY budget (necessary for cash flow projections).

1. The TY budget will normally include full anticipation of the otherwise SFY certified State aid.
2. Routine cash flow must be positive through first half of the new CY year, until State aid payments begin in August.

3. It is possible that there may be excess revenues after all reasonable budget appropriations, elimination of surplus anticipation in the budget, and after any deficits and deferred charges are taken into account.  In these cases, if the application of the tax levy results in an unbalanced budget, a reduced state aid amount may be anticipated and the unanticipated balance reserved for anticipation in the CY budget.

B. Appropriations in the TY are limited to half of 95%-125% of the prior SFY budget, unless otherwise approved by Director.

C. A TY municipality cannot apply for Transitional Aid.

VI. Tax Sale Issues

A. A SFY municipality using Accelerated Tax Lien sales automatically reverts to a Standard Sale for the new TY and CY cycle.  The accelerated tax lien sale process may be chosen as part of the CY budget adoption cycle.

	
	Municipality has Standard Tax Sale (after close of SFY)
	Municipality has an Accelerated Tax Sale (prior to close of FY)

	Sale of SFY Liens
	Revenue must be anticipated and sold during the TY
	Must be sold during the SFY

	Sale of TY Liens
	Revenue must be anticipated and sold during the CY in its own sale
	Accelerated sale is not recommended for TY.  

	Sale of CY Liens 
	Revenue must be anticipated and sold during the following CY
	Revenue must be anticipated and sold during the CY.


Resolution of <name of municipality > in the County of <name of county>
Making Application to the Local Finance Board for

Reversion to a Calendar Fiscal Year

Pursuant to N.J.S.A. 40A:4-3.1 or 40A:4-3.2)
WHEREAS, the <name of municipality> operates under a State Fiscal Year pursuant to N.J.S.A. <as appropriate 40A:4-3.1 or 40A:4-3.2)>; and, 

WHEREAS, State law now allows municipalities that operate under a State Fiscal Year to revert to a Calendar Fiscal Year upon approval of an application to the Local Finance Board and passage of an ordinance authorizing the reversion; and,

WHEREAS, the <name of governing body> has considered the matter of reverting to a Calendar Fiscal Year and have found that the reversion is in the best interest of the <name of municipality>;

NOW THEREFORE BE IT RESOLVED by the name of governing body> of the <name of municipality> as follows:

Section 1. That the <title of local official> is directed to prepare and submit on behalf of the <name of governing body> an application to the Local Finance Board as required by the Board; and,

Section 2. The application to the Local Finance Board is hereby approved, and the Chief Financial Officer, along with other representatives of the < name of municipality> is hereby authorized to submit such application and to represent the <name of municipality> in matters pertaining thereto.

Section 4.  The Certification of the Chief Financial Officer of the <name of municipality>, is incorporated into this Resolution as a certification of the truth and accuracy of the facts submitted in the application for Calendar Fiscal Year Reversion.
Section 5. The Clerk of the <name of municipality>is hereby directed to file a copy of this Calendar Fiscal Year Reversion resolution as part of the application with the Local Finance Board.

Section 6. The Local Finance Board is hereby respectfully requested to consider such application and to record its findings, recommendations and/or approvals as provided by law.

Recorded Vote

AYE:

NO:

ABSTAIN:

ABSENT:

Certification of Clerk:

The foregoing is a true copy of a resolution on Calendar Fiscal Year Reversion adopted by the <name of governing body> of the <name of municipality> on <insert date of action>

______________________________

_________________________

(Signature and seal of clerk)









Date

Certification of Chief Financial Officer:

I, <Name of Individual>, Chief Financial Officer, of the <Name of Municipality> in the County of <Name of County> do hereby declare:

1. That the documents submitted herewith and the statements contained herein are true to the best of my knowledge and belief; and

2. That this application was considered, confirmed and approved, by this Resolution, by the governing body of the <name of municipality> on <date of action>.

______________________________

_________________________

Signature of Chief Financial Officer


Date
<Name of Municipality>

 County of <county name>
Ordinance #

AN ORDINANCE AUTHORIZING THE <NAME OF MUNICIPALITY> TO REVERT TO A CALENDAR FISCAL YEAR FROM A STATE FISCAL YEAR

BE IT ORDAINED BY THE <NAME OF GOVERNING BODY> OF THE <NAME OF MUNICIPALITY> that pursuant to N.J.S.A. <40A:4-3.1 or 40A:3.2 as appropriate>, that the <type of municipality> shall commence operating on a Calendar Fiscal Year beginning with Calendar Year 20xx; and

BE IT FURTHER ORDAINED that this ordinance shall take affect upon approval of the Local Finance Board of the application as required by law.

<Insert signature blocks as required>
SFY to CY Reversion Guidance 3-10
Page 1 of 6





4/5/10

