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Foreword

Since 1984, the Government Finance Officers Association’s (GFOA) Distinguished Budget
Presentation Awards Program has encouraged and recognized exemplary budgeting practices
among governmental entities in the United States and Canada. The program has been a signif-
icant factor in promoting improvements in public-sector budgeting and enabling governments
of all sizes to provide citizens and other stakeholders with clear, understandable, and com-
plete budget documents.

In Building a Better Budget Document, we have assembled outstanding budgetary examples
taken directly from budget documents submitted to the Budget Awards Program. The types of
governments represented include municipalities, counties, states, special districts, school dis-
tricts, pension plans, and colleges and universities. We thank the governments that participate
in GFOA’s Budget Awards Program for allowing us to reproduce excerpts from their budget
documents. It is our hope that governments will use the information in this book to continue
improving their budget documents through more effective policy, financial, operations, and
communication components.

This book is not just a random collection of examples. Rather, each chapter is carefully con-
structed to tell a story about how to present the government budget document in an outstand-
ing manner. The book’s contents are organized into six sections (introduction and overview;
financial structure, policy and process; financial summaries; capital and debt; departmental
information; and document-wide criteria) to reflect the structure of the 27 rating criteria used
to evaluate budgets submitted to the GFOA Budget Awards Program. Each of the book’s 27
chapters begins by stating the criterion, listing the related questions that program participants
must answer (the “criteria location guide questions”), providing an explanation of the crite-
ria, presenting a brief chapter overview, and offering a helpful hint for meeting the criterion.
Real-life examples that reflect state-of-the-art budgetary presentation round out each chapter
with narrative that further explains how these examples meet the criteria.

In addition to this book, the GFOA offers other opportunities for its members to learn more
about better budgeting. We welcome governments to submit their budgets to the program for
review, and we encourage officials to volunteer as program reviewers. In addition, the GFOA
offers a variety of Internet and national training programs throughout the year on budget
subjects. Further information is available at www.gfoa.org.

I would like to thank John Fishbein, the Senior Manager in GFOA's Technical Services Center
responsible for administering the Budget Awards Program, for gathering the examples and
writing the book. In addition, thanks are due to the following GFOA Technical Services Center
staff for their assistance with this publication: Director Stephen Gauthier and Senior Editor
Rebecca Russum.
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Finally, I would like to acknowledge the review committee for their valuable input: Mike
Bailey, Finance Director, City of Redmond, Washington; Linda Cramer, Finance Director, Cha-
tham County, Georgia; Steven Gibson, OMB Director, City of Rock Hill, South Carolina; Marc
Gonzales, Finance Director, Clackamas County, Oregon; and Heather Johnston, CFO/Director
of Administrative Services, City of Burnsville, Minnesota.

Jeffrey L. Esser
Executive Director/CEO
Government Finance Officers Association
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Introduction and Overview






Chapter 1

Table of Contents

#C1: Table of
Contents (Mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall include a table of contents that makes it easier to locate
information in the document.

1. Is a comprehensive table of contents provided to help the reader locate
information in the document?

2. Are all pages in the document numbered or otherwise identified?

3. Do the page number references in the budget or electronic table of con-
tents agree with the related page numbers in the budget or electronic
submission?

Detailed indices preceding individual sections can be helpful, but they are
not a substitute for a single comprehensive table of contents. Care should be
taken in developing budget or electronic page number references in the table
of contents, so they agree with the related page numbers in the budget doc-
ument or electronic submission. The use of whole numbers as page numbers
is easier to follow.

Every budget document should include a comprehensive table of contents. While
formatting conventions are somewhat flexible for the contents page(s), its location is
not: the table of contents should always be positioned at or near the beginning of the
document and it should be easy to find.

Helpful Hint
Make sure every page in the budget document is sequentially numbered.
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The table of contents may include a brief synopsis of each section of the budget to provide the reader
with a succinct overview of the document.

Table of Contents

PAGE

12

13

14

16

18

19

21

How To Use This Document
A list of each major section with a brief summary

County Mayor’s Transmittal Letter

An overview of the objectives that were
accomplished in 2012, along with a brief summary
of the County's long-ferm directives

Administrator of Finance’s Transmittal
Letter

Explains the three overriding themes reflected in

the budget and provides Fiscal Year 2013 Budget

Highiights

Hamilton County’s Long-Term Initiatives
Provides the County's five primary inftiatives and
gives a brief summary of the achievements in each

General Government Officials
A list of the General Government Officials in
Hamilton County

County Wide Organizational Chart
With Departmental phone numbers included

Board of Commissioners
Pictures of the Board of Commissioners

Revenue Sources
List of revenue sotirces and a description of each

Graphs of Budgeted Revenues and
Expenditures

Graph of revenue by funding sources and

expenditures by use with percentages

Budget Summary - Revenue and
Expenditures — All Funds Combined

A list of the resources and expenditures of alf

Governmental funds within the County's budget

along with the Department of Education for three

years

Budget Summary for FY 2013 — By Fund
Type

Hamilton County, Tennessee

PAGE

22

24

26

33

39

/1

43

Hamilton County Demographic and
Statistical Data

includes general numerical information about

the Government, Education, Land, Population,

Police, Transportation Services, Culture and

Recreation, and Libraries

Historic Hamilton County and Regional
Map

Explanation of when and how Hamilton County

was founded

Hamilton County Profile

Description of the current features of Hamilfton
County including: Form of Government,
Industrial and Economic Development,
Transportation Services, Health Care Services
and Facilities, Cultural Activities and Facilities,
and Recreational Faciliies

Financial Management Policies
Description of the Budget Cash Management
and Investment, Revenue, General Operaling,
Capital Improvements, Debt Management,
Reserve, Accounting, Audfting, and Financial
Reporting, Asset Accounting, and Risk
Management Policies

Condensed Budget Calendar

Budget Calendar and Budget Procedures

The Procedures outline the stalutory budgetary
requirements, the budgetary process, and the
basis for adoption

Budget Format

Description of the budget format explaining the
Budget Organization, Financial Structure,
Governmental Funds, Component Unit, Basis for
Budgeting, and Basis for Accounting

Budget Resolution
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In this example from an electronic budget, each page reference in the table of contents is linked to
the corresponding page within the budget document. One click of the mouse allows the reader easy
access to the selected page. The use of whole numbers for page numbers is recommended for elec-

tronic budget documents.

City of Suwanee, Georgia



TABLE OF CONTENTS

Hyperlinks are not the only method available to help the reader navigate within an electronic budget.
In this example, the government includes a message at the bottom of the page about the availability
of PDF bookmarks for use in locating specific sections in the budget document.

PDF bookmarks are available to assist in viewing the book.
The Table of Contents is hyperlinked throughout.

Carrollton-Farmers Branch Independent School District, Texas
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Some governments supplement the comprehensive table of contents with a detailed contents page
preceding each major section of the budget. While useful, this treatment should not replace the com-

prehensive table of contents located at the beginning of the budget document.

City of Wilsonville, Oregon
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Some governments identify key topics or sections in an overview page that precedes the compre-
hensive table of contents. Polk County, Texas, takes this approach in a one-page section that directs

readers to 10 popular topics.

Polk County, Texas



Chapter 2

Strategic Goals and Strategies

#P1: Strategic Goals and
Strategies)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should include a coherent statement of organization-wide,
strategic goals and strategies that address long-term concerns and issues.

1. Are non-financial policies/goals included?

2. Are these policies/goals included together in the Budget Message or in
another section that is separate from the departmental sections?

3. Are other planning processes discussed?

This criterion relates to the long-term, entity-wide, strategic goals that
provide the context for decisions within the annual budget. Consider
including action plans or strategies on how the goals will be achieved.
Refer to GFOA'’s best practice on Establishment of Strategic Plans.

The strategic goal section within the budget document should address long-term
concerns and include strategies on how to achieve those goals.

Helpful Hint

Review GFOA'’s best practice on Establishment of Strategic Plans
(www.gfoa.org).

11
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12

Strategic planning is a comprehensive and systematic management tool designed to help organiza-
tions assess the current environment, anticipate and respond appropriately to changes in the envi-

ronment, envision the future, increase effectiveness, develop commitment to the organization’s mis-

sion, and reach consensus on strategies and objectives for achieving that mission. Strategic planning

is about influencing the future rather than simply preparing for or adapting to it.
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The mission statement should be a broad but clear statement of purpose for the entire organization.
One of the critical uses of a mission statement is to help an organization decide not only what it
should do, but also what it should not be doing. The organization’s goals, strategies, programs, and
activities should logically cascade from the mission statement.

City of Bartlett, Tennessee
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A thorough analysis of the government’s internal and external environment sets the stage for an ef-
fective strategic plan. A frequently used methodology for conducting an environmental assessment is
a “SWOC” or “SWOT” (strengths, weaknesses, opportunities, challenges/threats) analysis. Strengths
and weaknesses relate to the internal environment, while analysis of opportunities and challenges/
threats focuses on the environment external to the organization.

SWOC Summary

Strengths Weaknesses

o City leadership »  Communication between departments
¢ Dedication of employees »  Communication from management to
o Good customer service staff
o Teamwork ¢  Equipment and facilities maintenance

Opportunities Challenges
o Public - private partnerships *  Media / public image of City
¢ Downtown revitalization »  Developing & linking public
o Cultural diversity transportation systems
s Public transportation o Aginginfrastructure

o lossof federal and state funding

Priorities

o Appearance of the City infrastructure (streets, sidewalks, buildings)
¢ Address deferred maintenance

o Enhance public transportation

o Crime prevention and reduction

o Improve customer service

Citizen Survey Results

»  Maintenance of City streets
¢ Police protection

¢ Transportation

s Code enforcement

City of Durham, North Carolina
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Once the environmental analysis has been completed, the next step is to use the resulting informa-
tion to identify the most critical issues. Issue recognition should reflect stakeholder concerns, needs,
and priorities as well as environmental factors affecting the community. In this example, collaborative
communications and engaged legislative efforts are two major issues.

Collaborative Communications

Focus Area Strategies ]

Outcome Measures =

Improve the use of technology as a means to achieve more
efficient communication between and among employees, elected
officials, stakeholders, citizens, and the public at-large.

Improve methods to reach all facets of the community — especially
for natural disasters (i.e. example reverse 911 phone calls)

Engage public more effectively to solicit input on issues impacting
the community

Formulate Development Teams for Large Projects to foster inter-
departmental communication

Enhance emphasis on quality services

Number of cross departmental Communication Team meetings
with training, input opportunities for team members

Percent of responses to media/planning requests that result in
sharing of City’s key messages with citizens

Percent improvement in employee ranking of interdepartmental
communication via biennial employee survey

Percent improvement in rating of citizen involvement in biennial
citizen survey

Number of improvements successfully implemented as result of
emphasis on quality

Successful implementation of reverse 911 program in cooperation
with NHC

Percent response to citizen inquiries

Engaged Legislative Efforts

Focus Area Strategies .

Outcome Measures .

City of Wilmington, North Carolina

Establish strategic lobbying initiatives to obtain favorable
legislative outcomes

Clearly articulate legislative needs

Lobby the State Legislature for more local authority in law
enforcement issues

Successful legislative outcomes as a result of lobbying efforts
Percent of legislative agenda receiving support from delegation
Number of new efforts to enhance impact of N.C. General
Assembly and U.S. Congress on more support for law
enforcement

Number of new partnerships/communications create improved
legislative relations
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Strategies relate to ways that the internal or external environment can be influenced to meet broad
goals. A single strategy may relate to the achievement of more than one goal. Officials should de-
velop a relatively small number of specific strategies to better help them choose which services and
activities to emphasize.

The action plan describes how to implement strategies and includes upcoming activities and ser-
vices, associated costs, designation of responsibilities, priority order, and timeframe involved for the
organization to reach its strategic goals.

City of Hagerstown, Maryland
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Objectives are specific, measurable results that the government wants to achieve. The measurements
used to express objectives should be given as quantities whevever possible and should be verifiable.
In addition, objectives are most useful when they include timeframes. Keep in mind, however, that
objectives and their timelines are guidelines, not absolute rules.

City of McAllen, Texas
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The strategic plan should drive the operating budget, the capital plan, and the government’s other
planning processes.

County Planning Processes

Description

Purpose

Budget Impacts

Multi-Year
Budget Model

Five year operating model to facilitate
financial planning included in the Mid-Year
Report and the CIP.

The Financial Model projects revenues and
expenditures for all County funds for next five
years.

Provides for budget stability, CIP, and reserve
level targets.

Capital
Improvement
Program (CIP)

Five year plan that includes project listing by
department, by plan year and by proposed
funding source.

County Administrator annually submits this
plan for Board of County Commission
approval with the County Budget.

Allows planning for funding aswell as debt
service requirements and operating costs of
new facilities and infrastructure
improvements.

Economic
Development
Program

Multi year plan that targets and encourages
business and industries whose creation,
expansion or relocation will stimulate the
County's economy.

A Business Incentive Program has been
implemented that determines the base
incentive value a business could receive from
the County to encourage them to operate or
expand in St. Johns County.

Determines the budget allocations needed to
meet the County's economic development
goals.

Parks &
Recreation
Master Plan

Twenty year master plan for parks, recreation
and open space development.

The Recreation Department uses the plan to
establish level of service for park facilities and
also receive guidance from the seven member
Recreation Advisory Board.

This plan helps to establish annual capital
cexpenses and the amount of maintenance and
operating expenses that will be required to
maintain new and existing park facilities.

Building &
Grounds
Maintenance Plan|

Five year plan for capital projects and four
year plan for contractual services.

Yearly evaluations establish a five year
schedule for CIP priorities and a bid process
for contracting ensures competitive costs for
contractual expenses.

The five year schedule helps to anticipate
capital and larger maintenance expenses and
the contract bid process allows for proper
budgeting of maintenance.

Fire/Rescue
Services Master
Plan

Five year plan for new stations and personnel
needs to ensure that fire and rescue needs are
met throughout the County.

The Tri Data Consultant Study of the County's
Fire Rescue services supports the Master Plan
that addresses the fire/rescue service needs of
the County.

This plan distributes the needs for
infrastructure, equipment and personnel over
the five year period and ensures funds are
available.

Computer
Equipment
Replacement &
Information
Systems

Five year capital projects plan with review of
the replacement needs of the County on an
annual basis.

Reviews current inventory and application
needs to recommend replacement. Growth
and service needs determine the capital
expense for the MIS Department.

Replacement has not been an issue for the
County as it is still in a growth cycle. The
MIS department tracks inventory to allow the
County to anticipate replacement costs.

Comprehensive
Water &
Wastewater
Master Plan

A twenty year plan to define the County's
anticipated water and wastewater needs.

The County Utility Department has developed
a Comprehensive Water & Wastewater Master
Plan through 2025 that supports development
in accordance with the adopted Land
Development Code.

This plan's focus is primarily on the capital
expenses and the funding that will be required
to meet the County's needs.

Comprehensive
Plan & Land
Development

Code

Long-range plan and Code designed to
manage growth and development, protect the
natural environment, and provide econornic
stability, residential diversity, and recreational
opportunities throughout the unincorporated
portions of the County.

Provides requirements and guidelines for
growth management and development review.

Provides for various studies required to be
completed for compliance with State
requirements and provides the basis for review
of all land development applications.

Library Services
Master Plan

Twenty year plan that plans for the future
capital needs for County library services.

The twenty year plan focuses on the
development of capital projects and is
reviewed every five years to meet the needs of
the County.

Provides for long term planning of capital
expenses to provide County library services to
4 growing population.

Transportation
Master Plan

Long-range plan to maintain and improve the
County's transportation system.

Public Works maintains a list of needed
transportation projects for the County.

Provides a basis for estimating long range
transportation infrastructure funding needs.

Master Drainage
Study

Long-range master plan to improve
stormwater run-off or County drainage and
water quality.

The County Drainage Study has been updated
by consultants in FY 2004-2005 to serve as an
overall improvement guide.

Long-range planning for financing County
drainage improvements.

St. Johns County, Florida
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Chapter 3

Short-Term Organization-Wide
Factors Influencing Decisions

#P2-Short-Term
Organization-Wide
Factors Influencing
Decisions

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should describe the entity’s short-term factors that influence
the decisions made in the development of the budget for the upcoming year.

1. Are short-term factors addressed?

2. Does the document discuss how the short-term factors guided the devel-
opment of the annual budget?

3. Is a summary of service level changes presented?

This criterion requires a discussion of the key factors that guide the de-
velopment of the upcoming year’s budget. Factors that might be included
relate to: salary and benefit guidelines, fees, capital improvements, program
enhancements or reductions, tax levels, use of reserves, service level as-
sumptions, unfunded mandates, economic development strategies, inflation
assumptions, and demographic assumptions.

As noted in the explanation paragraph above, there are many short-term factors
involved with this criterion. The most significant items should be identified and a
decision made about how best to present that information.

Helpful Hint

Factors should include a mix of operational and financial items.

23
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Showing financial and operating highlights together provides a broader context for analyzing how
goals have been set for the upcoming budget year(s).

As a foundation of the FY 11/12 budget preparation process, the Chairman and
County Manager outlined key goals for the next two fiscal years. These goals reflect
the short-term financial and operational policies that guided the development of the
biennial budget. All goals were met with the adoption of the FY 11/12 Biennial
Budget. Following are highlights of these key goals:

Decrease county spending to match decreased revenues. As Georgia law mandates
balanced budgets for the state and local governments, county leadership was required
to take actions to significantly reduce county spending in FY 09/10 and further reduce
expenditure budgets in FY 11/12 without increased property tax millage rates.

Restrain budgetary growth of departments. Most deépartments had modest decreases
in the FY 11/12 budget. The decreases were deemed essential to keep the overall
budget balanced and maintain current service levels in the priority services for a Cobb
population growing at an estimated annual rate of 1.5%.

Provide quality essential services to accommodate county growth and demand for
services. The FY 11/12 Biennial Budget has reduced funding for full-time positions,
compared to prior years, in various county departments. These reductions in funding
for vacant positions were accomplished through a combination of early retirements,
hiring freezes, and normal attrition. Public Safety is a priority service that is least
impacted by cuts in vacant positions. The Safety Village Coordinator position was
shifted from the Fire District Fund to the General Fund. The position oversees the
Safety Village which provides a one-stop location for children to learn bus safety,
railroad safety, accident reduction and other safety measures using a miniature village
environment.

Stabilize county personnel expenditures, while avoiding lay-offs and staff
Sfurloughs. The FY 11/12 budget, as in FY 09/10, does not include funding for any
performance-based merit or cost-of-living increases for employees. The personnel
budget continues to absorb the increased cost of health and dental benefits. This was
primarily accomplished by not filling vacant positions. Many divisions, departments,
and elected officials are operating at reduced staffing levels compared to prior years.

Maintain Competitive Tax Rates. Maintaining competitive tax rates is one of the
primary goals of the Board of Commissioners and is reflected in the FY 11/12
Biennial Budget. The Board of Commissioners held the 2010 tax rate at .60, which
is the same millage rate adopted in 2009.

Cobb County, Georgia
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Service levels do not always remain constant, nor do they automatically increase from year to year.
In fact, many governments experience service reductions during economic hard times. This example

illustrates the reasoning behind specific service cuts.

City of New Orleans, Louisiana
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Many governments present fee or rate increases in their budget documents. One method of providing
justification for such increases is to project the dollar impact expected from the higher fees.

Pinellas County, Florida
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Unfunded mandates have an adverse impact on the budget. Although such mandates can be difficult
to quantify, it is important to provide estimates of their impact.

City of Cedar Falls, lowa
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Chapter 4

Priorities and Issues

#P3: Priorities and Issues
(Mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall include a budget message that articulates priorities

and issues for the upcoming year. The message should describe significant
changes in priorities from the current year and explain the factors that led to
those changes. The message may take one of several forms (e.g., transmittal
letter, budget summary section).

1. Does the message highlight the principal issues facing the governing
body in developing the budget (e.g., policy issues, economic factors, regu-
latory, and legislative challenges)?

2. Does the message describe the action to be taken to address these issues?

3. Does the message explain how the priorities for the budget year differ
from the priorities of the current year?

4. Is the message comprehensive enough to address the entire entity?

This criterion requires a summary explanation of key issues and decisions
made during the budget process. The budget message also should address
the ramifications of these decisions. It is recommended that the total amount
of the budget be included in the budget message.

Key features of the budget message include a discussion of the issues and identifica-
tion of the solutions developed to address them. The budget message should cover the
thought process behind important decisions.

Helpful Hint

Discuss issues and offer solutions.

33
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The opening message may take one of several forms (e.g., transmittal letter, budget summary sec-
tion). It is recommended that governments include the total budget amount in the message.

City of Flagstaff, Arizona
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The message should highlight the principal issues the governing body faced in developing the bud-
get. Actions or responses to those issues should be identified as well.

City of Centralia, Illinois
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The use of a table or matrix helps focus attention on issues affecting the budget, while also highlight-

ing the corresponding impact of these issues.

Issues Affecting the Budget

PRIORITIES AND ISSUES

LTC identifies items that may affect plans and impact the budget as part of its budget planning process. Early

identification allows the college to be proactive during budget development.

Items Impact Strategy

Property Values Focus on diversifying revenue
Increase in property valuations has Lower property values could resuit | sources through grants and
slowed down. in the higher tax rates. foundation efforts.

State Aids 1) Reallocate or reduce

There have been no increases in There will be more reliance other | expenditures to fund new
general state aid financing in the last | sources of revenue to fund programs and meet community
decade. expenditures. needs by focusing on
Unfunded veterans remission wili operational improvements and
increase. efficiencies. 2) Focus on grants
Lack of state support due to state and offering more seminars and
_budget deficit. contracts

Perkins Federal Revenue
With the change in Perkins funding Less money to fund counselors,

Reduce level of services/ hours.

allocations, there has been a special needs and services. Research other grants.

decrease in federal dollars available.

Energy Costs 1) Implement updated controls
The variability of energy costs makes | Variability in utility rates could as indicated in the master facility
it difficult to plan for energy cause rates to increase at a rate plan. 2) Heighten awareness of
expenditures. The current that is higher than the overall energy conservation. 3) Upgrade
infrastructure is energy inefficient. revenue increase. Leases in job infrastructure to more efficient

centers will increase.

lighting, vestibules and other
improvements to lower energy
consumption,

Student Access
Accessibility of courses and services | For some students the impact
continue to drive student choices. could mean the difference in being
able to attend LTC.

1) Continue to increase the
number of courses in flexible
delivery options. 2) Offer more
classes/services at the
Sheboygan and Manitowoc
campuses and outreach centers.
3) Offer more online services.
4) Promote car pooling.

5) Investigate options such as
busing.

Facilities
Current space limits growth in new Availability of classrooms and
programs and enroliments in current | safety in labs limits growth for

1) Same as 1 above. 2) Same
as 2 above. 3) Expand
scheduling options. 4)

programs and courses. current and new programs. Implement facilities projects to
add space.

Benefit Costs Pursue more economically

Benefits are rising at a rate higher Less budget dollars are available | advantageous benefit options by

than inflation. for other expenditures. analyzing all current benefits.
Implement additional wellness
activities.

Uncertain Economic Conditions Increased demand for services 1) WIA funding. 2) Reallocate

Because of the current economic and courses. staff and services. 3) Re-

conditions, companies may be
decreasing the number of jobs
available and the budgets for training. |

Lakeshore Technical College, Wisconsin

prioritize budgets and
equipment. 4) Hire additional
staff. 5) Use fund balance.
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Should significant events occur before the publication of the final budget document, an additional
section may be included in the opening message to describe these events and their impact on the

budget.

City of Upper Arlington, Ohio
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Budget Overview

#C2: Budget Overview
(Mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should provide an overview of significant budgetary items
and trends. An overview should be presented within the budget document
either in a separate section (e.g., executive summary) or integrated within
the transmittal letter or as a separate budget-in-brief document.

1. Is an overview contained in the budget message/transmittal letter, execu-
tive summary, or in a separate budget-in-brief document?

2. Is summary information on significant budgetary items conveyed in an
easy-to-read format?

3. Is summary information on budgetary trends provided?

The intent of this criterion is to help readers quickly understand major bud-

getary items and trends (revenues, expenditures, and capital). Highlighting,

indentation, bullet points, outlines, tables, or graphs may help in communi-
cating this information. If a budget-in-brief is published as a separate docu-
ment, inclusion of easy-to-read summary financial information in the main

budget document is encouraged.

The budget overview is essentially a concise presentation of significant budget high-

lights.

Helpful Hint

Present the budget overview in a concise mannet.
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A budget-in-brief is a popular method of communicating financial information to stakeholders. Some
governments include the budget-in-brief on their websites while others use e-mail or regular postal
mail to send them to constituents. While a budget-in-brief does not replace the main budget docu-
ment, it does provide the government an additional option in sharing budget information.

City of Lancaster, California
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Budget highlights should be presented in a manner that allows the reader to quickly see the basic
facts. Design elements can be used to draw attention to highlights on the page.

City of Suwanee, Georgia



BUDGET OVERVIEW a7

Quite often, there are changes from the proposed budget to the adopted budget. These changes can
be summarized succinctly in several ways. Here, revisions to the proposed budget are highlighted in
a tinted bar.

City of High Point, North Carolina
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An examination of budget highlights should be done in a broad manner. An overview is intended to

provide a brief summary, not a lengthy detailed analysis of every account.
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Employee benefits frequently experience growth rates that exceed other expenditure categories. An
analysis that breaks out major components of employee benefits can prove insightful.

City of Avon, Colorado
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The use of scenarios is often employed when communicating forecasting data. One common method

BUDGET OVERVIEW

of presenting different budget assumptions is through the use of a table or matrix.

Budget Assumptions

Financial projections are developed using expected, worst, and best case assumptions. The expected case
assumptions are used to start the budget process and the worst and best case assumptions are used in
contingency planning. Using the following expected case assumptions a balanced budget is projected.

Worst

Expected

Best

FTEs decline to 2,075.

(40)

Full-time Equivalent (FTE) Students
FTE's are projected to increase to 2,125 in
2007-08.

2,125

FTEs grow to 2,150.

+25

A tax levy increase of 3
percent. Property values
lower than 5 percent would

Tax Levy
A tax levy increase not to exceed 3.5
percent over the total levy for 2007-08.
A 5 percent increase in equalized property

Property values higher than 5
percent would reduce the tax
rate but tax levy would remain

College’s formula factors
decrease, and there are
state aid reductions due to
the biennial budget.

($80,000)

Revenues from general state aids are
expected to remain the same as 2006-07.

$3,739,400

increase the tax. values is projected. the same.
($98,600) $20,244,400 +$0
State Aids

College's equalization index
and FTEs increase resulting in
increased state aids.
Additional grants are written.
Biennial budget request for
general state aids is approved.
+$80,000

Tuition increases by 4
percent or FTEs decline to
2050.

($134,000)

Tuition/Student Fees
Tuition and fee revenue are expected to
increase by 5 percent.

$4,334,000

Tuition increases by 6 percent
or FTEs increase to 2150.

+$193,000

Decrease in interest income,
auxiliary service
commissions, and contracts.

($145,000)

Institutional Revenue & Workforce
Solutions
Interest income and commission from
auxiliary service contracts are expected to
increase from 2006-07. Customized training
and technical assistance contracts are also
expected to increase and generate
revenues to recover expenses.
$1,895,000

Larger increase in interest
income, auxiliary service
commissions, and contracts.

+$105,000

Expenditures increase by 7
percent. Health insurance
increases by 15 percent and
dental insurance by 10
percent

+$245,000

Expenditures
General Fund expenses are expected to
rise 4 percent including personal services
and current expenses. Health insurance is
expected to increase by 12 percent and
dental insurance by B percent.
$25,258,000

Expenditures increase by 3
percent. Health insurance
increases by B percent and
dental insurance by 6 percent.

($245,000)

Significant reduction in
funding for grants occurs.

{$100,000)

Grants & Projects
State and federal grants are expected to be
funded at a slightly lower level. With
expenditures for salary and benefits
increasing, there is a need for more local
support.
$1,425,000

Approval of additional funding
federal or state funding.

+$200,000

Lakeshore Technical College, Wisconsin
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Trend analysis is often used to examine the relationship over time between revenue and expenditure
categories. While graphs are normally used to display trends, a table with notes or comments is an-
other option. In this example, a comparison is made between revenue types and inflation.

City of Louisville, Ohio



Section 2

Financial Structure,
Policy, and Process
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Chapter 6

Organization Chart

#01: Organization Chart
(Mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall include an organization chart(s) for the entire entity.

1. Is an organization chart provided that shows the entire entity?

This criterion requires that an organizational chart be presented only for the
overall entity. Organizational charts for individual units are not required.
When organizational charts are provided for individual units within the
entity, those charts should be presented in such a way as to underscore the
link between the individual unit and the overall entity.

Organization charts need not conform to a rigid design format. Although govern-
ments can exercise flexibility in their presentation, the organization chart must
depict the entire entity.

Helpful Hint

Make sure the organization chart is legible.
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An organization chart can be used to convey a wide array of information, not just departmental hier-
archy. In this example, the government also includes employee headcount, budgetary expenditures,
and population information. Even departmental contact information — such as phone numbers, e-mail
addresses, or hyperlinks to such data - is sometimes included in an organization chart. Note that the
citizenry appears at the top of the organization chart.

City of Copperas Cove, Texas
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This organization chart is designed in the form of a tablet. Note the variety of information — such as
advisory boards and committees — that can be included in the chart.

City of Greenbelt, Maryland
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A legend placed at the bottom of the page will help the reader to identify the relationship between
elements in an organization chart.

Citizens of Mountlake Terrace

City Council
City Manager
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| lr___.J_.._.| U F— | | |
Recreation & | Fire 1 ) Municipal | Police Administrative| | Community
Parks ! : 1 Court : Services Development
rm--—-—-- 0 inhviniwinieinin
Servi [ - | Administrative : Development
Support Services B Fire Supression : L Hearings : | Patrol | | Customer Service | | | Services
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Recreation Programs 'E"’”g;f: P! - ] Canmmrypmgrml Financial Services | || Engineering Services
H ce y Services i H
_________ S 1
Aquatics _F—ue—m—dfllj:ry__: __];;l;___[ Ivestiad H Public Works
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|| Special Programs Water
Property B
~  Management
|| Youth Programs | Sewer
||  Park Services Stormwater
Neiw || Bauipment Renta
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City of Mountlake Terrace, Washington
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Occasionally, departments with a government are reorganized. Juxtaposing the old and new organiza-
tion charts on the same page helps communicate the changes.

City of Evanston, lllinois
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Chapter 7

Fund Descriptions and Fund Structure

#F1: Fund Descriptions
and Fund Structure

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should include and describe all funds that are subject to
appropriation.

1. Is a narrative or graphic overview of the entity’s budgetary fund structure
included in the document?

2. Does the document indicate which funds are appropriated? (Other funds
for which financial plans are prepared also may be included in the docu-
ment.)

3. Does the document include a description of each individual major fund
included within the document?

4. If additional or fewer funds are included in the audited financial state-
ments, does the document indicate this fact?

Showing an entity’s budgetary fund structure is essential for understanding
its financial configuration. An overview of the budgeted funds should be
included in the document. This overview should include each major fund’s
name and either (1) an indication of whether the fund is a governmental,
proprietary, or fiduciary fund OR (2) an indication of the fund type of each
fund (e.g., general, special revenue, enterprise fund). Any fund whose revenues
or expenditures, excluding other financing sources and uses, constitute more
than 10 percent of the revenues or expenditures of the appropriated budget
should be considered a major fund for this purpose. The entity needs to
identify its major funds.

This criterion relates to fund descriptions and structure. At a minimum, there
should be a narrative and/or graphic overview of the government’s budgetary fund
structure. Also, a description of the major funds must be provided.

Helpful Hint

An “organization chart” of the government’s funds is useful.
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In this example, a fund diagram is combined with a description of the major funds. The narrative in-
terpretation of the fund structure chart enhances reader understanding of the government’s financial
configuration.

City of Richland, Washington



FUND DESCRIPTIONS AND FUND STRUCTURE 67

Appropriated funds need to be identified in the budget document. This example goes one step further
by identifying those funds that are also included in the comprehensive annual financial report (CAFR).

City of Prairie Village, Kansas
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At a minimum, major funds must be described. Non-major funds may also be covered. Note that the
major fund definition is different for GAAP external reporting purposes than it is for budget documents.
In a CAFR, major funds relate to funds whose revenues, expenditures, assets, or liabilities are at least
10 percent of corresponding totals for all governmental or enterprise funds and at least 5 percent of
the aggregate amount for the same item. In a budget document, any fund whose revenues or expendi-
tures, excluding other financing sources and uses, constitute more than 10 percent of the revenues or
expenditures of the appropriated budget should be considered a major fund.

City of Seatac, Washington



FUND DESCRIPTIONS AND FUND STRUCTURE




BUILDING A BETTER BUDGET DOCUMENT




FUND DESCRIPTIONS AND FUND STRUCTURE




BUILDING A BETTER BUDGET DOCUMENT




Chapter 8

Departmental/Fund Relationship

#02: Departmental/Fund
Relationship

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should provide narrative, tables, schedules, or matrices to
show the relationship between functional units, major funds, and nonmajor
funds in the aggregate.

1. Is the relationship between the entity’s functional units, major funds, and
nonmajor funds in the aggregate explained or illustrated?

Since most entities use more than one way of classifying financial and opera-
tional information, this criterion requires an explanation or illustration of the
relationship between functional units, major funds, and nonmajor funds in
the aggregate. A matrix is one way to show this relationship.

The department/fund relationship should be clearly communicated in the budget
document. When the entity identifies these relationships, the reader will have an
opportunity to better comprehend how the different components fit together. There
are many ways to present the department/fund relationship.

Helpful Hint

The department/fund relationship can be shown through the use of a matrix.
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A matrix is commonly used to illustrate the department/fund relationship, with the departments pre-
sented in rows and the funds in columns. An entity with a small number of funds may elect to show in-
dividual funds separately. However, if there are a large number of non-major funds, then consideration
should be given to aggregating the non-major funds to make the presentation easier to understand.

Town of Hillsborough, California
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Occasionally, the department/fund relationship is presented by showing the percentage of each de-
partment’s salary that comes out of the respective funds.

City of Harker Heights, Texas
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Chapter 9

Basis of Budgeting

#F2: Basis of Budgeting

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall explain the basis of budgeting for all funds, whether
cash, modified accrual, or some other statutory basis.

1. Is the basis of budgeting defined (e.g., modified accrual, cash, or accrual)
for all funds included in the document?

2. If the basis of budgeting is the same as the basis of accounting used in the
entity’s audited financial statements, is that fact clearly stated?

3. If the basis of budgeting is not the same as the basis of accounting used in
the entity’s audited financial statements, are the differences described?

The document should clearly identify the basis of budgeting (e.g., mod-
ified accrual, cash, accrual) employed by the entity for each category of
funds represented (governmental, proprietary, and fiduciary). If the basis

of budgeting is identical to the basis of accounting used in the audited fund
financial statements in the basic financial statements for some or all catego-
ries of funds, that fact should be clearly stated. Differences between the basis
of budgeting and the basis of accounting should be identified.

For examples of differences between the basis of budgeting and the basis of
accounting, refer to GFOA'’s best practice, Relationship Between Budgetary
and Financial Statement Information.

The basis of budgeting should be described in non-technical terms. Make sure excep-
tions between the basis of budgeting and the basis of accounting are noted.

Helpful Hint

Note exceptions between the basis of budgeting and the basis of accounting.
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The basis of budgeting and accounting should be clearly defined in the budget document. Try and

simplify the definitions for readers who might be unfamiliar with technical terms.
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Clark County, Washington



BASIS OF BUDGETING

It can be helpful to describe the different basis of budgeting options. Be sure to clearly mention the
one the government employs.

Basis of Budgeting

All of the funds are budgeted using the modified accrual basis of accounting.
Modified accrual accounting recognizes revenues when they become mea-
surable and available. Measurable means that the dollar value of the revenue

is known. Available means that it is collectible within the current period, or
soon enough after the end of the current period to pay liabilities of the current
period. For this purpose the City considers revenues to be available if they are
collected within 30 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred. However, debt service ex-
penditures, as well as expenditures related to compensated absences and claims
and judgments, are recorded only when payment is due.

Accounting Basis

The basis of accounting refers to when revenues and expenditures or expenses
are recorded in the accounts and reported in the financial statements. The City’s
Annual Financial Report shows the status of the City’s finances in conformance
with generally accepted accounting principles (GAAP). In most cases this con-
forms to the way the City prepares its budget. Exceptions are as follows:

¢ Compensated absences liabilities that are expected to be liquidated
with expendable available financial resources are accrued as earned by
employees (GAAP) as opposed to being expended when paid (Budget
Basis).

¢ Principal payments on long-term debt within the Enterprise Funds are
applied to the outstanding liability on a GAAP basis, as opposed to
being expended on a Budget Basis.

¢ Capital Outlays within the Proprietary Funds are recorded as assets on
a GAAP basis and expended on a Budget Basis.

City of Bremerton, Washington
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Differences between the basis of budgeting and the basis of accounting should be identified. The
most common approach is to show the basis of budgeting and accounting for governmental and pro-
prietary funds, with the exceptions listed under the fund type.

City of Bowie, Maryland
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While most governments use the accrual and/or modified accrual basis of budgeting, the cash basis
must be identified and defined if that is the government’s basis of budgeting. Exceptions between that
particular basis of budgeting and accounting must be shown.

Basis of Budgeting
The City of Louisville uses a “cash basis” of

budgeting for all fund types. This means that
the City budget is based on expected cash
receipts and disbursements. Encumbrances and
depreciation are not budgeted. City
expenditures may not exceed the amounts
appropriated. In the case of an emergency ora
contingency, which was not reasonably
foreseeable, a budget amendment would be
required.

The City’'s budget is constructed on a calendar
year basis as required by 29-1-101, et seq.,
C.R.S. The budget must present a complete
financial plan for the City; setting forth all
estimated expenditures, revenues, and other
financing sources for the ensuing budget year,
together with the corresponding figures for the
previous fiscal year. In estimating the
anticipated revenues, consideration must be
given to any unexpected surpluses and the
historical percentage of tax collections.
Further, the budget must show a balanced
relationship between the total proposed
expenditures and the total anticipated revenues
with the inclusion of beginning funds.

Basis of Accounting

All governmental fund types use the modified
accrual basis of accounting. Under the
modified accrual basis of accounting, revenues
are recognized when susceptible to accrual
(i.e., when they become both measurable and
available). “Measurable” means the amount of
the transaction can be determined and
“available” means collectible within the
current period or soon enough thereafter to be
used to pay liabilities of the current period.
Expenditures are recorded when the related
fund liability is incurred. Principal and
interest on general long-term debt are recorded
as fund liabilities when due. Those revenues
susceptible to accrual are sales taxes, property
taxes, use taxes, and franchise tax.

Proprietary fund types utilize the accrual basis

City of Louisville, Colorado

of accounting. Under this method, revenues
are recorded when earned and expenses are
recorded at the time liabilities are incurred.

Bridging the Basis of Budgeting and
Accounting

Some of the differences between the cash basis
of budgeting and the accrual method of
accounting are:

Debt payment for principal - budgeted as an
expense item, adjusted at year-end against the
liability.

Depreciation - recorded for proprietary funds
on an accrual basis, eliminated for budget
purposes.

Encumbrances — recorded as a reserve of fund
balance on the modified accrual basis, on a
cash basis for budgeting recorded as a

reserve of budgeted funds.

Compensated absences - adjust annually using
the accrual method, not budgeted but
absorbed by turnover and usage.

Tax revenue accruals - even though tax
revenues are accrued when they become
collectable it will translate to twelve months of
tax revenue matching twelve months of
budgeted revenue.
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The level of detail on a basis of budgeting and accounting table may vary. This illustration, for example,
provides considerable detail. It includes not only the basis of budgeting and basis of accounting, but

also fund purpose and revenue category

FINANCIAL STRUCTURE

Fund /Fund Accounting
Type Title Purpose Revenue Budgeting Basis Basis
GOVERNMENTAL FUNDS

General Fund  Accounts for the cost of general ~ Primarily from general property Modified Accrual, Modified

County govemment., taxes, other local taxes, revenue donated food not Accrual
from the use of money and included, only lease
property, license and pemit fees, payment due in
and state shared taxes. FY included
Revenue Established by the Board of Minimum of 40 percent of non- Modified Accrual, Modified
Stabilization Supervisors in FY 2000 to recurring balances identified at the  donated food not Accrual
Fund provide a mechanism for Carryover and Third Quarter included, only lease
maintaining a balanced budget Reviews transferred to the Fund payment due in
without resorting to tax until a maximum balance of FY included
increases and/or expenditure 3 percent of General Fund
reductions that aggravate the Disbursements is attained.
stresses imposed by the cyclical
nature of the economy.
Special Account for the proceeds of A variaty of sources induding fees Modified Accrual, Modified
Revenue specific revenue sources (other  for service, General Fund transfers,  donated food not Accrual
Funds than major capital projects) that ~ federal and state grant funding, included, only lease
are legally restricted to cable franchise fees, and special payment due in
expenditures for specified assessments. FY included
purposes.
Debt Service  Account for the accumulation of ~ General Fund transfers and special ~ Modified Accrual, Modified
Funds resources for and the payments assessment bond principal and donated food not Accrual
of general obligation bond interest from special assessment included, only lease
principal, interest and related levies. payment due in
expenses. FY included
Capital Account for finandal resources General Fund transfers, bond Modified Accrual, Modified
Project Funds  used for all general County and proceeds revenue from the real donated food not Accrual
School construction projects estate penny, and miscellaneous included, only lease
other than Enterprise Fund contributions. payment due in
construction. FY included
PROPRIETARY FUNDS
Enterprise Account for operations financed  User charges to existing customers  Accrual, depreciation Accrual
Funds and operated in a manner for continuing sewer service and expenses not included
(Wastewater  similar to the private sector. availability fees charged to new
Management  The County utilizes Enterprise customers for initial access to the
Program) Funds for the Wastewater system.
Management Program, which
provides construction,
maintenance, and operation of
the countywide sewer system.
Internal Account for the financing of Reimbursement via various inter- Accrual, depreciation Accrual
Service Funds  goods or services provided by governmental payments, including  expenses not included
one department or agency to the General Fund, for services and
other departments or agencies goods provided.
of the government and to other
government units on a
reimbursement hasis.
FIDUCIARY FUNDS
Trust Funds Account for assets held by the Various intergovernmental Accrual Accrual
County in a trustee or agency payments, including the General
capadity. Trust funds are usually  Fund, and contributions by
established by a formal trust participants.
agreement
Agency Agency funds are custodial in Various intergovernmental Modified Accrual Maodified
Funds nature and are maintained to payments, including the General Accrual
account for funds received and Fund, and contributions by
disbursed by the County for participants.
various governmental agencies
and other organizations.

Fairfax County, Virginia




Chapter 10

Financial Policies

#P4: Financial Policies
(Mandatory)

Criteria Location Guide

Questions

Explanation

Chapter Overview

The document should include a coherent statement of entity-wide long-term
financial policies.

1. Is there a summary of financial policies and goals?
2. Do the financial policies include the entity’s definition of a balanced budget?
3. Are all financial policies presented in one place?

This criterion requires a discussion of the long-term financial policies.
Financial policies that should be included (but not limited to) and formally
adopted relate to: (1) financial planning policies, (2) revenue policies, and

(3) expenditure policies. The entity should adopt a policy(s) that defines

a balanced operating budget, and indicate whether the budget presented

is balanced. The entity should adopt a policy(s) that supports a financial
planning process that assesses the long-term financial implications of current
and proposed operating and capital budgets, budget policies, and cash
management and investment policies. The entity should adopt a policy(s) to
inventory and assess the condition of all major capital assets. Revenue poli-
cies should consist of diversification, fees and charges, and use of one-time
and unpredictable revenues. Expenditure policies should consist of debt
capacity, issuance, and management; fund balance reserves; and operating/
capital budget versus actual monitoring. Refer to GFOA’s best practices on
(1) Adoption of Financial Policies, (2) Long-Term Financial Planning, (3)
Multi-Year Capital Planning, (4) Establishing Government Charges and Fees,
(5) Debt Management, (6) Appropriate Level of Unrestricted Fund Balance in
the General Fund, (7) Creating a Comprehensive Risk Management Pro-
gram, and (8) Revenue Control and Management.

Some of the most powerful arquments in favor of adopting formal, written financial
policies include:

e to institutionalize good financial management practices and define boundaries,

e to clarify strategic intent for financial management and promote long-term strate-
gic thinking,

® to support good bond ratings and to manage risks to financial condition, and

e to comply with established public management best practices.

Helpful Hint

Look at GFOA best practice on Adoption of Financial Policies.
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Effective financial policies have a number of design features in common. Policies should exist in
concise and non-technical written form. They should be made available with multiple means of access,
and should address all relevant issues.

City of North Las Vegas, Nevada
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Essential financial policies include those addressing fund balance and reserves, operating budget,
capital budget and planning, debt management, long-range financial planning, and investment. Highly
advisable financial policies — such as those covering accounting and financial reporting, revenues,
internal control, expenditures, purchasing, risk management, grants, and economic development —
are also included in most financial policy sections.

City of North Las Vegas, Nevada (continued)
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The entity should adopt a policy or policies that define a balanced operating budget, and indicate
whether the budget presented is balanced. In this example, the school district describes three
possible scenarios for developing a balanced budget, and then indicates the option selected.

Provo City School District, Utah
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Sound financial practices are normally associated with strong credit quality. In this example, top finan-
cial management characteristics as noted by one rating agency are presented. The sewerage district
then illustrates how it performs in relation to these characteristics.

Milwaukee Metropolitan Sewerage District, Wisconsin
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An effective financial policy section will show whether a government adheres to its policies. In this
example, the city provides the policy benchmark in one column, and then the status of its efforts to
achieve the benchmark in the opposing column.

City of Sterling Heights, Michigan
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Financial policies should be updated to keep current with changing conditions. Some governments
include original and revised dates for each financial policy. Another option is to summarize the policy
changes over the past year.

City of Bellevue, Washington
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Budget Process

#P4: Budget Process
(Mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall describe the process for preparing, reviewing, and
adopting the budget for the coming fiscal year. It also should describe the
procedures for amending the budget after adoption.

1. Is a description of the process used to develop, review, and adopt the
budget included in the document?

2. Is a budget calendar provided to supplement (not replace) the narrative
information on the budget process?

3. Is a discussion of how the budget is amended provided in the budget
document available to the public (including the budgetary level of con-
trol)?

This criterion requires a concise narrative description of the budget process,
including an explanation of relevant legal or policy requirements. This de-
scription should include the internal process to prepare the budget, the op-
portunities for public input, and the actual adoption of the budget. A budget
calendar should be included (noting both key operating and capital dates),
although its format may vary. Inclusion of dates in the narrative description
of the budget process will not satisfy this criterion. The process for amend-
ing the budget after adoption should be covered. The description of the
amendment process should identify the level at which the governing body
must approve changes. Refer to GFOA’s best practice on Public Participation
in Planning, Budgeting, and Performance Management as a guide on public
involvement in the budget process.

The criterion requires three items — a discussion of the budget process, a budget
calendar, and a discussion of the amendment process. Positioning the calendar next
to the process discussion helps readers tie the two together.

Helpful Hint
Include the public in your budget process.

101
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A description of the process that is used to develop, review, and adopt the budget should be included
in the budget document. This example shows a concise presentation of the town’s eight phases in its
budget process.

Town of Sudbury, Massachusetts
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Budgeting for outcomes (BFO) is a budget process that allocates a government’s resources to out-
comes that focus on results and priorities. The steps or phases in BFO are different from the traditional
budget process.

City of Savannah, Georgia
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Many governments use a flow chart to illustrate the different phases or features within the budget pro-
cess, which helps to supplement the traditional budget calendar.

Gwinnett County, Georgia
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The process for amending the budget after adoption should be covered. The description of the
amendment process should identify the level at which the governing body must approve changes.

City of Edmonton, Alberta
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Financial Summaries

113
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Chapter 12

Consolidated Financial Schedule

#F3: Consolidated
Financial Schedule
(Mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall present a summary of major revenues and expenditures,
as well as other financing sources and uses, to provide an overview of the
total resources budgeted by the organization.

1. Does the document include an overview of revenues and other financing
sources and expenditures and other financing uses of all appropriated
funds?

2. Are revenues and other financing sources and expenditures and other
financing uses presented either (1) together in a single schedule OR (2) in
separate but adjacent/sequential schedules OR (3) in a matrix?

3. Are revenues presented by major type in this schedule (e.g., property
taxes, intergovernmental, sales taxes, fees and charges)?

4. Are expenditures presented by function, organizational unit, or object in
this schedule? (For funds other than the main operating fund of the entity,
a presentation by fund normally would satisfy this requirement.)

This criterion requires a summary of the revenues and other financing
sources and expenditures and other financing uses of all appropriated funds
in one place in the budget document. Both revenues and other financing
sources and expenditures and other financing uses must be presented either
(1) together in a single schedule OR (2) in separate but adjacent/sequential
schedules OR (3) in a matrix. Merely showing fund totals in a summary
schedule is not proficient. Revenues should be presented by type (e.g., prop-
erty tax, sales tax, fees and charges, intergovernmental) for all appropriated
funds in total. A more detailed presentation that also shows revenues by
major fund is encouraged, but not required. Expenditures should be present-
ed either by function, organizational unit or object.

Revenues should be presented by type for all appropriated funds in total, and expen-
ditures should be presented either by function, organizational unit, or object.

Helpful Hint

Break out revenues by type and expenditures by function, organizational
unit, or object.
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In this example, revenues by type and expenditures by object are presented together in a single
schedule. Aggregating the non-major funds into fewer columns makes the schedule easier to follow.
This is especially true when compiling electronic documents where screen size may present a read-
ability issue. Legibility could be improved by rounding the numbers to thousands.

Wheeling Park District, lllinois



CONSOLIDATED FINANCIAL SCHEDULE

This schedule is similar to the prior one. Included in this example are rows for other sources/(uses)
and two pie charts that break out total revenues and expenditures by fund. The pie charts could also
be constructed to illustrate a breakout by revenue type and expenditure by category, function, or pro-

gram.

Klein Independent School District, Texas
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While revenues are usually broken out by type, expenditures can be broken out by function, category
(object), or goal. This example includes expenditures both by function and category.

Hanover County, Virginia
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This example includes a more detailed breakout of revenues and expenditures, with the revenue and
expenditure categories differentiated as recurring or non-recurring.

Maricopa County, Arizona
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Financial schedules are often used for more than just presenting numbers. For instance, the lower part
of this example lists the departments or sub-funds in each fund category.

City of Dunedin, Florida
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The footnotes section of this schedule includes an explanation of the basis of budgeting.

CITY OF SALISBURY, NORTH CAROLINA
BUDGET SUMMARY
For the Year Ending June 30,2013

General/Special Revenue Funds Enterprise Fnds

Generl  General Fund Entitlement Water/Sewer Fibrant Stormwater

Fnd  CapitalReserve Fmd  Wate/%wer Capital Reserve  Transt  Commumications  Sormwater  Capital Reserve  Totdl
Eimated Fund Balance!
Net Assets 630112 § 6061480 §33%8812 § 6999 S00U5069 S SMATT S 617668 § (TAL7364) § 3 . §93.6007141
Budset ed Revenues & Other Financing Sources:
Taxes $17471,786 § B T . . - . 3 . §17471,786
Unregtricted Intergovernment: 8,585,690 . . . §,385,600
Restricted Interpovernmental 1,831,083 - 346,543 . 577,91 . . 2754917
Charges for serviees 7190973 . 21,702,366 CLB4E0 43634 1097333 . 3468569
Miscellaneous WIS MO0 35000 WLEM 5500 R TR . . 1866974
Long-term Debt Tssued . . . . . 1,610,500 . - 2610500
Transfers From Other Funds . 1709358 . .m0 134U . . 6047 260109

Total Avalie Resowees  $35427,042 § 1733358 $ISLSHD  $22484260 § 498750 S1109245 § 7014 § 129738 § 76047 $70,6674692

Expenditwes
General Government §0404T § 4908 § - . . 3 . 3 . §10879469
Publc Safety 11646274 366,863 . . . . . . C Iy
Transportation 3R 20186 . . . 398912
Envionmental Protection 1656109 277,931 . . . . C 12186 8300 318542
Culture and Recreation 1,596,727 50,129 . . . . . . - 2646836

Community & Economic

Development 160132 876 331350 . . . . . 1941444
Fducation 38107 . . . . 38107
Water & Sewer . . COBSATL 468402 . . 16,284,063
Mass Transi . . . . 1109245 . . 1109245
Fiber Optie . . . . . C 4503520 . C 43035

Debt Service:
Principe UL 24850 3200 439143 . 1330000 . . I
Taterest W64 945 16998 1636296 C 182659 . . 3696267
Transfers To Other Fnds 2,122,832 . S0 . . . 76047 .21

Totd Expendtres  $35427,040 S 157931 SI8L54 $22484260 § 468492 S1109245 § 7660014 § 129733 § 28500 $T0435960
Buduet ed Increase (Decrease)

in Fund Belance $ BT T TP S S %1/ I S . S8 AT S BL
Full Accrual Adustments; !

Budseted Capital Outlay . . COMAD 46492 86000 . 34000 8300 159139
Budeted Debt Prineipa . . C 4394 . . . . 4,539,143
Estimated Depreciation . . - [@26735T) - (92692) (163973) . - {@52402)
Estimated Fund Balance/

Net Assets 600113 § 6061480 34910 § 6999 $OLAOLISS S13B2T S 6097 § (18I S 34000 § 6047 995535366

The City’s budget is developed on the modified acerual basis. Budgets for the General Fund and special revenue funds are adopted on a basis consistent with Generally Aceepted Accounting
Principles (G4AP). Budgets for the enterprise funds are adopted on a basis consistent with GAAP except that bond principal payments and additions to fixed assets are treated as expenditures,
and depreciation expense is not budgeted

City of Salisbury, North Carolina
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Chapter 13

Three/(Four) Year Consolidated and
Fund Financial Schedules

#Fa4: Three/(Four) Year
Consolidated and Fund
Financial Schedules
(Mandatory)

Criteria Location Guide
Questions

Explanation

The document must include summaries of revenues and other financing
sources, and of expenditures and other financing uses for the prior year
actual, the current year budget and/or estimated current year actual, and the
proposed budget year.

1. For annual budgets, are revenues and other financing sources and expen-
ditures and other financing uses for the prior year, the current year, and
the budget year presented together on the same schedule(s) or on sched-
ules presented on adjacent/sequential pages?

2. Is this information presented for the appropriated funds in total?

3. Is this information also presented for each major fund and for other (i.e.,
nonmajor) funds in the aggregate?

4. For biennial budgets, are revenues and other financing sources and
expenditures and other financing uses for the prior year, the current year,
and both budget years presented together on the same schedule(s) or on
separate schedules presented on adjacent/sequential pages?

This criterion requires a schedule(s) that includes both revenues and other fi-
nancing sources and expenditures and other financing uses for at least three
budget periods (prior year actual, current year, and budget year). The data
for the prior year should be the actual revenues and expenditures. However,
the entity may choose whether to use current year budget and/or estimated
figures. Alternately, the document may include both the current year budget
and the current year estimated amounts. Also, the document may include a
discussion of any changes to the budget for the current year. However, such
a discussion is not required. Any fund whose revenues or expenditures,
excluding other financing sources and uses, constitute more than 10 per-
cent of the revenues or expenditures of the appropriated budget should be
considered a major fund. Of course, information for other funds also may be
presented. Information for individual major funds, nonmajor funds in the
aggregate, and the entity as a whole may be presented on a single schedule
OR on separate schedules. Regardless of the format selected, the information
for both revenues and expenditures must be included (1) on the same sched-
ule(s) OR (2) on schedule(s) presented on adjacent/sequential pages. As in
the prior criterion, revenues should be presented by type (e.g., property tax,
sales tax, fees and charges, intergovernmental) and expenditures should be
presented either by function, organizational unit or object.

125
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Chapter Overview

Entities with biennial budgets should present data for four years — one
prior year actual, current year budget and/or estimated amount, and budget
for both years of the biennium.

For purposes of this criterion, it is necessary to present 1) the total for budgeted
funds for three years, 2) separate amounts for each major fund, and 3) amounts for
the non-major funds in the agqregate. All three parts of this criterion can be satisfied
through one schedule or each portion of this criterion can be met separately through
individual schedules.

Helpful Hint

Break out revenues by type and expenditures by function, organizational
unit, or object for total funds and individual funds.
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This two-page presentation shows the major and non-major funds, followed by a grand total. A com-
mon omission in many presentations is the inclusion of the individual fund schedules or the all funds
schedule, but not both.

CITY OF FORT WALTON BEACH, FL
Summary of Estimated Financial Sources & Uses - All Funds

Major Funds *
GENERAL FUND UTILITIES FUND
2009-10 2010-11 2011-12 2009-10 2010-11 2011-12
Actual Budget Budget Actual Budget Budget
Financial Sources
Ad Valorem Taxes 4,380.221 4,331,552 4,149.255 - - -
Other Taxes 5,034,200 1,829,116 5,076,798 ; : :
Licenses and Permits 2,413,145 2408838 2,397.980 - - -
Intergovernmental Revenue 3,137,530 2271,171 2,320,171 - - -
Charges for Services 827501 865,042 883,617 6,356,769 7,374,500 7,545,100
Fines and Forfeitures 100,143 139,200 130200 184,728 168,500 183,500
Interest & Other Revenues 1,203,761 346,213 343,567 345,506 136,926 72865
Other Financing Sources - - - - - 2,000,000
17,276,683 15,192,032 15,332,597 7087003 7670026 9,801 465
Appropriation from Reserves - 454,162 251,961 - - 2,521,900
$ 17,276,683 $ 15646194 $ 15584558 $ 7087093 $ 7670926 $ 12,323365
Tterfund Transfers Tn 1,976,267 1,987,420 1,814,463 40,000 36,242 37363
Total Financial Sources $ 19252950 $ 17,633614 $§ 17399021 $ 7127093 % 7716168 $ 12,360,728
Financial Uses
General Govarnment 4,041,386 3,745,250 3,678,484 - - -
Public Safety 8,403,672 8,575,007 8,581,715 - - -
Physical Environment 250,691 252,400 274,214 5,535,605 4,768,180 5,070,121
Transportation 1,206208 1,052,115 1,004,561 - - -
Community & Econornic Dev. 372467 519,756 458,770 - - -
Culture & Recreation 2,507,482 2.065,158 2,375,060 ; . .
Capital Outlay 308,963 287200 214228 68,466 377,340 221505
Capital Improvernents 1,111,401 378,592 145,000 1,834,338 266,000 4,674,150
Debt Servics ; . ; 532,674 1,088,549 721,674
Reclass of Capital Outlay - - - (1,245,341} - -
19,192 360 17,075,498 16,822,032 6,725,743 6,500,069 10,687.450
Contingencies ; 108,121 64,326 ; 50,000 52,830
Reserves - - - - 93,631 227,710
$ 19192360 $§ 17183619 § 16886358 $ 6725743 $ 6,643,700 § 10,967,990
Interfund Transfers Out 438448 449,995 512,663 1,097,641 1,072,468 1,392,738
Total Financial Uses $ 19630808 $ 17,633,614 $§ 17399021 § 7823384 $ 7,716,168 § 12,360,728
Net Increase/{Decrease) in (377.858) (454,162) (251,961} (606,201} 93,631 (2,204,190)
Fund Balance / Net Assets?
Fund Bal/ Net Assets* - Oct 1 9,372.537 8,994,679 83540517 5,462,800 4,766,518 4,860,149
Fund Bal / Net Assets” - Sep 30 $ 8994679 § 8540517 § 8288556 $ 4766518 $ 4860149 $ 2,565959
Notes

! Major funds each cormprise at least 10% of the total appropriated budget
% Other Governmental Funds - Law Enforcement Trust, Law Enforcernent Training, CRA, CDBG, Debt Service, Beal Memorial
# Other Enterprise Funds - Sanitation, Golf, Storrmwater

* Pund Balance / Net Assets amounts used are unrestricted, except CRA Fund which is committed to capital projects

City of Fort Walton, Florida
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Non-Major Funds
OTHER GOVERNMENTAL ® OTHER ENTERPRISE * Total All Funds
2009-10 2010-11 201112 2009.10 2010-11 01112 200910 2010-11 01112 %of
Actual Budget Budget Actual Budget Budget Actual Budget Budget Budget
952,259 §08,803 803,518 530480 5230355 495307 131%
. S04 4800116 507678 134%
. . . 2413,145 2,408,838 2,307,080 63%
458823 152,772 126573 - . 1506353 2423043 2446746 6.4%
250 . - 5,806,518 GOI2T42 5,859,500 13261126 14253184 14288217 317%
14,707 12,000 10,000 . - . 380,578 316,700 332,700 09%
130651 46030 46,000 204,432 124,562 124,322 2,064,440 633,751 608,754 16%
746,162 651,539 582,704 . - . 745,162 §51,359 2,582,704 6.8%
2302852 1,761,184 1,569,007 6,190,850 6157304 598382 DIISTE 0TI0ME 32686951
- 2009825 10273 . - 100,172 2,463,987 2,884,308 6%
§ 232882 $§ 3TM009 § 1579372 § 61M950 5 61§ 60M4 § RSB § BN § BTN
430613 40995 485244 178,325 - 27419 26MNT T 2364480 62%
§ M7 421004 § 2004616 § 63025 5 61 §  6l1LAI3 § 3549L785 § IST0B0N § 3T93TH
. . . 4,041,386 3,745,250 347848 97
361,717 132,039 4130076 . - - §,855,300 8,707,066 §004701 2376
42,600 18,500 2,833,621 I8 21T §621017  TI8T0M §16052 2154
. . . . - . 1,206,208 1,052,115 1,004,561 24%
13876 00,045 2057 . - - 706,43 1219801 1,180,807 31%
. . . 2,025,501 1,759,978 1,762,604 4533073 400513 4137664 100%
135573 17,700 110,100 233,800 267,455 461,620 4659 049,605 1007453 27
1000918 2,787,800 200,795 23464 174,706 300,000 4170211 3,607,008 5330045 141%
415,723 0305 455,644 17,554 171,819 71,30 1,127,951 1,680,763 1248,638 33%
. . . (452,354) . - (L637,605) - . 0.0%
AUTHOT 4100579 1,040272 5,043,765 509782 533,131 BALSH  BTI8 3484088
15,000 20000 27,960 193,121 145,116 04%
. 3542 . . 25,605 . 123078 27710 0.6%
§ 247807 § 4119421 § 1940272 § 5045765 §  SI345T & SA2L001 § 3IAULETS § 3000197 § 35218711
130,623 101583 14,344 788,003 003,847 690,322 2454715 2,617,403 2,720,067 72%
§2W8AN § 421004 § 2004616 §  5SNTE 5 I §  6llLA3 § 35000300 § 3STOB0N § 379357
4037 (2,005,983) {10275) 5%.507 25,603 (100,172) (174608) 23409000 (2,656,598)
5150676 5523715 351773 1480815 2B 205007 214848% 2131003 18969315
§ 5SS 0§ 3MTIN $ 57487 0§ 283 8 205087 § 1950755 § 20M02M § 18969325 § 1631077

City of Fort Walton, Florida (continued)
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This presentation from a municipality shows how the three features of this criterion can be met within
one schedule. The individual funds are presented (with non-major funds aggregated), along with the
grand total. By rounding the numbers to thousands, not only is legibility improved but also more infor-

mation fits on each page.

Village of Westmont, lllinois
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THREE/(FOUR) YEAR CONSOLIDATED AND FUND FINANCIAL SCHEDULES

In this example, one portion of this criterion is met as the all funds summary is presented by revenue
type and expenditure category. At a minimum, the prior year actual, the current year budget or esti-
mate or actual, and the upcoming year budget projection must be shown.

Note that an additional year of history has been added here. Also, the inclusion of the significant is-
sues/comments helps to identify major points of the financial schedule.

City of Port Orange, Florida
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Similar in format to the prior example, this schedule includes an analysis of key variances for both
revenues and expenditures. Because this government has a biennial budgeting process, both years of
the adopted budget are shown.

Washtenaw County, Michigan
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Here, the city shows an extra year of history, provides both an adopted and estimated column for the
current year (even though only one is required), and includes the upcoming year projection (with the
percent change from the prior year). An additional feature to this schedule is that the operating and
capital budget components are broken out separately.

City of Tracy, California



134 BUILDING A BETTER BUDGET DOCUMENT

This schedule shows the second feature of the criterion that must be met (major funds must be pre-
sented). The general fund (which is a major fund) is presented by prior year actual, current year, and
the upcoming budget year.

Additional helpful features in the schedule include the presentation of both the budget and projection
for the current year (only one is required) and the breakout of the upcoming year budget by base and
one-time charges.

City of Sugarland, Texas
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This schedule illustrates the third required feature of the criterion. Non-major funds may be presented
individually or, as in this case, they may be aggregated. Additional features shown here include an
explanation of the variance (with footnotes) and a list of the non-major funds.

Other Non Major Funds Financing Sources Summary*
2010-2011  2010-2011  2011-2012  2012-2013 Explanation of

Budget Actual Budget Budget Variance
Beginning Fund Balance 2,990 811 2,797,978 2,531,631 2,622,499 -
Revenues:
Property Tax 197
Cther Taxes - - - -
Licenses and Permits 206 878 61,315 221150 70225 4
Intergovernmental Revenues 70,010 69,368 78,122 74425
Charges for Services - - - -
Fines And Forfeitures
Franchise Fees - - - -
System Development Charges 245159 8,416 252 678 148,204 1
Transfers and Allocations 1,220,498 1,293,588 1,539,673 1,319,786
Cther Financing Sources 61,113 57,182 40,960 37150 3
Total Revenue 4,794,666 4,287,847 4,664,214 4,272,289
Expenditures:
Personal Services 789,847 870,338 788,848 798,483
Materials and Services 657,363 622,404 830,130 834,080
Capital 219,607 162,279 270,000 - 2
Transfers 284,098 106,742 842,483 1,076,455
Debt 45772 4 462 4,400 4200
Other - - - -
Total Expenditures 1,996,687 1,756,225 2,735,861 2,713,218
Ending Fund Balance 2,797,979 2,531,622 1,928,353 1,559,071

This summary includes the following non-major funds:
Internal Services Fund

Building Fund

Bonded Debt Fund

Bancroft Fund

9-1-1 Emergency Fund

Fixed Asset Water Fund

Fixed Asset Sewer Fund

Fixed Asset Storm Fund

Parks System Development Charge Fund
Vehicle Replacement Fund

Non Major Funds tend to change from year to year based on expenditures.
Explanations of Variances:

1. Increase due to to projected increase in SDC revenue due to Wal-Mart construction.

2. Construction of street improvements generate this increase.

3. Small increments in interest income and increased debt payoffs are anticipated this year.
4. Reduced construction is driving permit revenues down.

City of Cornelius, Oregon
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Chapter 14

Fund Balance

#F5: Fund Balance
(Mandatory)

Criteria Location Guide
Questions

The document shall include projected changes in fund balances, as defined
by the entity in the document, for appropriated governmental funds includ-
ed in the budget presentation (fund equity if no governmental funds are
included in the document).

. Does the document include the entity’s definition of “fund balance” (or of

“fund equity” if no governmental funds are included in the entity — fre-
quently the noncapital portion of net assets)? Is the fund balance (equity)
information presented for the budget year?

. Is there a schedule showing (1) beginning fund balances, (2) increases

and decreases in total fund balances (reported separately), and (3) ending
fund balances for appropriated governmental funds?

. Is this information presented at a minimum for each major fund and for

nonmajor governmental funds in the aggregate?

. If fund balances of any major fund or the nonmajor funds in the aggre-

gate are anticipated to increase or decline by more than 10 percent, does
the document include a discussion of the causes and/or consequences of
these changes in fund balance?

. If an entity has no governmental funds, is the change in the fund equity

presented for (1) the entity as a whole, (2) the main operating fund, and
(3) each significant fund?

. If an entity has no governmental funds and the fund equity of any signifi-

cant fund or other funds in the aggregate is anticipated to change by more
than 10 percent, does the document include a discussion of the causes
and/or consequences of any change in fund equity that is greater than 10
percent in either a significant fund or other funds in the aggregate?

. For biennial budgets is the change in fund equity presented separately for

both years of the biennium?
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Explanation

Chapter Overview

This criterion requires that beginning and ending fund balances, as de-
fined by the entity in the budget document, be shown for the budget year,
as well as revenues, expenditures, and other financing sources/uses. This
information must be provided for each major fund and for the nonmajor
governmental funds in the aggregate. The information may be included on
the schedule(s) with the three-year data or may be presented on a separate
schedule(s). Both the beginning and ending fund balances must be clearly
labeled. If the entity budgets on a cash basis, the schedule may show begin
ning and ending cash rather than fund balance. If the fund balances of any
major fund or the nonmajor funds in the aggregate are expected to change
by more than 10 percent, the changes should be discussed in the budget
message/transmittal letter or at the bottom of the schedules identifying the
change. If the ending fund balances are greater than the amount or percent-
age that the financial policies require to be set aside, the entity is encouraged
to state that fact. Changes in fund equities for entities with no governmental
funds should be reported. Refer to GFOA's best practice on Appropriate
Level of Unrestricted Fund Balance in the General Fund.

This criterion requires three items to be included: 1) the definition of fund balance or
fund equity; 2) a schedule showing beginning fund balances, increases and decreases
in total fund balances (reported separately), and ending fund balances for appropri-
ated funds; and 3) a discussion of the causes and/or consequences of changes to fund
balances or fund equity of any major fund or the non-major funds in the aggregate
that are anticipated to exceed 10 percent, whether by increase or decrease.

Helpful Hint

Discuss fund balance changes over 10 percent.
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Fund balance refers to the difference between assets and liabilities. Under the provisions of Govern-
mental Accounting Standards Board (GASB) Statement No. 54, “Fund Balance Reporting and Govern-
mental Fund Type Definitions,” the classifications of fund balance changed as shown in this example.
The five classifications of fund balance are now non-spendable, restricted, committed, assigned, and
unassigned.

City of Norfolk, Virginia
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A more detailed explanation of these five classifications is shown in this example. Here the entity uses
non-technical language to help the reader understand why the classifications were changed.

Polk County Public Schools, Florida
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Fund balance policy levels are typically set using the unrestricted balance (committed, assigned, and
unassigned), and that policy (usually a percent of unrestricted fund balance/expenditures) is often
compared against the budgeted percentage. The Government Finance Officers Association (GFOA)
issued a best practice on this topic, “Appropriate Level of Unrestrictive Fund Balance in the General
Fund.”

City of Fort Walton, Florida
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In addition to providing an analysis of its fund balance, this same city presents a budget analysis of
working capital and net assets compared to policy. The GFOA best practice “Appropriate Levels of
Working Capital in Enterprise Funds” offers guidance on this topic.

City of Fort Walton, Florida (continued)
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Note that a single expanded presentation that breaks out 1) revenues by type and expenditures by cat-
egory, 2) beginning and ending fund balance, and 3) net change may fulfill two separate criteria of the
Distinguished Budget Presentation Awards program (that is, F3 — consolidated financial schedule and
F5 - fund balance). At a minimum, this data must be shown for the budget year and include each major
governmental fund and non-major governmental funds in the aggregate for the fund balance criterion.

This example also explains major changes in fund balance.

Ingham County, Michigan
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Chapter 15

Revenues

#F6: Revenues
(Mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall describe major revenue sources, explain the underly-
ing assumptions for the revenue estimates, and discuss significant revenue
trends.

1. Are individual revenue sources described?

2. Do the revenue sources that are described represent at least 75 percent of
the total revenues of all appropriated funds?

3. Are the methods used to estimate revenues for the budget year described
(e.g., trend analysis, estimates from another government or consulting
firm)?

4. If revenues are projected based on trend information, are both those
trends and the underlying assumptions adequately described?

This criterion requires that the major revenues of the appropriated funds in
the aggregate be identified and described. If an outside source (e.g., another
government or consulting firm) provides an estimate of the revenue for the
budget year, that fact must be clearly stated. If the entity uses trend analysis
to project particular revenue, a discussion of the revenue trend is required
in addition to any schedules or graphs depicting the revenue trend. If the
projections are based on trend analysis, the discussion must identify factors
that affect the trend, such as changes in the local economy, a new housing
development, or fee increases. Do not just focus on general fund revenues.
Refer to GFOA's best practice on (1) Financial Forecasting in the Budget
Preparation Process and (2) The Use of Trend Data and Comparative Data
for Financial Analysis.

This criterion requires including a description of revenue sources which make up at
least 75 percent of the budget. Methodology, trends, and assumptions should also be
covered.

Helpful Hint

Trend graphs can be useful in revenue analysis.
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A good way to begin the revenue section is by including a pie chart that shows the various compo-
nents of revenue. By showing the percentage value of revenues in the pie chart, the reader can easily

discern the relative size of each component. The individual categories can be further broken down
with trend information presented in chart form, as shown here.

City of Duluth, Minnesota
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At least 75 percent of the revenue sources should be identified and described. The summary table in
this example exceeds that 75 percent threshold. The revenue source, fund type, percent of total reve-
nue, and dollar amount are all presented.

City of Centralia, lllinois
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After providing a broad overview of revenues, a more detailed analysis of the individual categories
may follow. Property or sales tax is often the largest revenue source. The description of taxes often
includes the rates and any statutory limitations on usage.

City of Everett, Washington
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Intergovernmental grants are an often overlooked revenue category. The level of detail may vary de-
pending upon the relative dollar amount of the category and the availability of supporting information.

Town of Plainville, Connecticut



154 BUILDING A BETTER BUDGET DOCUMENT

It is important to make a direct connection between economic activity and revenue projections. A
slower economy puts downward pressure on revenues and affects forecasts accordingly. On the other
hand, a stronger economy should lift revenues.

City of Forest Park, Ohio
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Some governments use outside resources such as economists, consultants, or local universities to as-
sist in the revenue forecasting process. Forecasters use many different types of methodologies, such
as regression analysis and moving averages. The government should identify the methodology used
and make sure the analysis is not too detailed or technical.

Revenue Forecasting Methodology

The University of Memphis forecasters independently prepare quarterly reports of major revenue updates
and forecasts for use in the internal decision-making done in the City of Memphis Finance Department. The
forecasts have two areas of focus: forecasts for the current fiscal year's end-of-year revenues and forecasts
for the next fiscal year and for each year out for ten years,

Ateam of three Ph.D. economists report on current economic trends that influence the City of Memphis.
National, state and local economic indicators receive full discussion in both an cral presentation and written
documents. These perspectives are essential for the finance department to understand and respondto a
second area of focus. Inthe second part of the report, the team prepares numerical forecasts for the
current fiscal year's end-of-year revenues, for the next fiscal year, and for each year out for ten years.

The forecasts are for mere than fifty revenue variables, including total revenue for the city's general fund,
subgroups of revenue sources, and individual revenue sources. The format of the forecast involves a
median forecast as the single most likely value and a high/low range to indicate the degree of uncertainty.
Also, for the most important single revenue sources and for total revenue, there is a more detailed risk
analysis. This involves developing a downside risk assessment expressed as the probability that revenues
will be at or below important levels.

The smallest revenue sources are forecasted with auto regressive, integrated, moving average models
estimated with menthly or annual data that extends back to 1968 in some cases. Major revenue sources
get forecasts from at least two alternative statistical models. For some variables, seasonal patterns are so
reliable that end-of-year totals are accurately predicted from year-to-date data used in some of the quarterly
Updates. For longer-term forecasts, entirely different models are necessary.

For some of the revenue sources, naticnal and regional economic indicaters are useful to add to short and
long term forecast accuracy. These statistical models are combinations of auto regressive, integrated,
maving average (ARIMA) modeling and regression analysis. Although some series are estimated with
single equation models, others have simultaneous equation models.

Stochastic simulations of the short- and long-term models generate empirical estimates of the probability
distributions for the revenue sources. These distributions are reported both for the current fiscal year and
the next fiscal year. These simulation results are used to report the high/low ranges for the revenue
sources and the detailed risk analyses. The high/low range end points are defined to cover the middle 50
percent of the estimated distributions for the forecasted variables. They are, in fact, the first and third
quartiles that surround the median forecast. These intervals are reported for detailed lists of revenue
sources, for subcategories of the general fund, and for total revenue.

The simulation results are the basis for more detailed risk analysis of total revenue, the property tax, and
the sales tax. These risk reperts give the quartiles and median, plus all the deciles. For example, the first
decile in the forecast distribution for total revenue is the level of revenue such that there is a 10 percent
probability that revenue will be at or below that level. In addition, the risk analysis estimates the probability
that revenues will be at or below key levels, such as the previous year’s level and the level anticipated in the
operating budget. This risk analysis is a downside risk description, giving the probability that end-of-year
revenue will be short of specified values.

City of Memphis, Tennessee
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Governments also use internal resources to estimate revenues. In this example, a revenue estimating
committee projects revenues and a dollar threshold is established to limit the number of categories
analyzed.

Johnson County, Kansas



REVENUES 157

When looking at revenues that involve both a consumption and rate component (volume and pricing),
assumptions should cover both items. Reasons for changes should be given.

Village of Hanover Park, Illinois
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This example shows various features that could be included in an individual revenue category analysis,
such as the source, collection, rationale (assumption), and trend graph. Note the concise manner in
which the information is presented.

City of Centralia, lllinois
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This example includes more features than are normally found in a traditional revenue analysis. For
instance, the elasticity of the revenue is included (how much it is tied to the economy). Projections
include a scenario for pessimistic, base, and optimistic forecasts.

City of Barrington, Illinois
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Upon completion of the revenue forecasting process, it is useful to check on the projection accura-
cy for both individual categories and in total. This analysis would include items such as 1) reasons

for both positive and negative variances

changed.

2) identification of what changed; 3) identification of why it

s

and 5) information on whether fore-

’

4) assumptions about the likelihood of future change

J

casts have been modified and to what extent.
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Long-Range Financial Plans

#F7: Long-Range The document should explain long-range financial plans and its affect upon
Financial Plans the budget and the budget process.

Criteria Location Guide 1. Are long-range financial plans identified?

Questions ) p, your long-range financial plans extend out at least two years beyond

the budget year?

3. Is there a concise explanation or illustration of the linkage between the
entity’s long-range financial plans and strategic goals?

Explanation This criterion requires the identification of long-range financial plans that
extend beyond the budget year. The impacts of the long-range financial plan
upon the current budget and future years should be noted. Refer to GFOA
best practices on (1) Long-Term Financial Planning, (2) Establishment of
Strategic Plans, (3) Budgeting for Results and Outcomes, and (4) Multi-Year
Capital Planning.

Chapter Overview Financial forecasting is the process of projecting revenues and expenditures over a
long-term period, using assumptions about economic conditions, future spending
scenarios, and other salient variables. Long-term financial planning is the process
of aligning financial capacity with long-term service objectives. Financial planning
uses forecasts to provide insight into future financial capacity, so that strategies can
be developed to achieve long-term sustainability in light of the government’s service
objectives and financial challenges. Long-term financial planning helps a jurisdic-
tion anticipate and plan for future needs.

Helpful Hint

Include long-range financial plans that extend beyond the budget year.

161
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Since long-range financial plans can often be complex, explaining the process through a simple ques-
tion-and-answer format is one way to communicate this information.

City of Mukilteo, Washington
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Long-term financial planning combines financial forecasting with strategizing. It is a highly collabo-
rative process and works best as part of an overall strategic plan. A diagram is often used to illustrate
this process.

Montgomery County, Ohio
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A long-range financial plan is often initiated because of a structural gap or deficit. While the focus is
usually on the general fund, a plan should be considered for all appropriated funds (especially those
funds that are used to account for the issues of top concern).

City of Aurora, Colorado
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Following up on its need for a long-range financial plan, the same government (from the prior exam-
ple) then presents several different scenarios involving compensation and its effect on future surplus-
es or deficits. A good financial plan combines text with figures, and is able to frame a precise conclu-

sion.

City of Aurora, Colorado (continued)
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Different steps may be considered to balance budget shortfalls or deficits. The entity should clearly
communicate to stakeholders which options were chosen to achieve long-term fiscal stability.

Washtenaw County, Michigan
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Specific revenue or expenditure categories may be shown through projections in the form of graphs
and/or tables. The assumptions are given to complete the analysis.

City of Everett, Washington
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Many long-range financial summary schedules briefly list the assumptions either on the same page or
on the adjacent page.

General Fund - Five Year Forecast

The following chart outlines the City's Five-Year Forecast of General Fund revenues and
expenditures for FY 2013 through FY 2017, The forecast shows the potential for challenging future
budget preparation, as growth in expenditures is projected to continue to outpace growth in
revenues. These projections are based upon a series of conservative assumptions and do not
reflect actions the City will take during this period to close the projected gaps.

There are two valuable conclusions that can be drawn from the Five-Year Forecast. The first is
that, the City is dealing with a structural issue arising from the growth in expenditures annually
outpacing the growth in revenues. This continued imbalance represents a major issue for the City
and challenges it to take additional steps to address this growing issuie in the future.

The second conclusion is that the Office of Budget Administration and the Department of Finance
and Information Technology, as well as all City departments and offices, have an opportunity to
begin identifying and evaluating strategies for improving the financial outlook of the City.
Demonstrating the structural imbalance between expenditure and revenue growth, coupled with a
decrease in revenues restlting from the housing market demise and overall unfavorable economic
times, indicates that the City must research and implement sustainable alternative methods and
approaches to address future budget preparation.

In summary, this forecast includes growth rate assumptions for revenue and expense growth rates
based on the Consumer Price Index (CPI) and the real Gross Domestic Product (GDP) as projected
by the Congressional Budget Office (CBO) for the period FY 2013 through FY 2017. Tiwo primary
qoals are targeted, (1) eliminate the structural budget gap and (2) rebuid reserves in the General
Fund to the level of five percent (5%) of total expenditures. The following list shows some of the
main assumption categories;

City of Hollywood, Florida
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LONG-RANGE FINANCIAL PLANS

While the criterion calls for a long-range financial plan extending at least two years beyond the budget
year, it is not uncommon to see a long-range financial plan for ten years or longer. This is especially
true when dealing with debt service affordability and rate or fee determinations.

Rates and Charges

Approved average retail water rate changes will increase revenues from water sales by 15.0 percent, 12.5
percent, 12.5 percent and 6.5 percent from FY 2010-11 through FY2013-14. Projected average annual retail
water rate changes are 10.0 percent in FY 2014-15 through 2016-17 and then flatten to zero during the
final three years of the 10-year forecast period. Wholesale water rates are managed through a 25-year Wa-
ter Supply Agreement (WSA), with FY 2010-11 rates increasing 15.2 percent, peaking with a 29.2 percent
increase in FY 2012-13 then trend to zero the final four years of the period. These rate changes are neces-
sary to continue funding vital capital improvements largely comprised of the Water System Improvement
Program (WSIP) along with providing additional resources to the annual Repair and Replacement program.

Sources of Funds

Water Enterprise customers are grouped into retail and wholesale service categories. The retail customer
category is further divided into in-city and suburban customers. Customers within each sub-category are
then grouped into revenue classes based on their service characteristics. The wholesale customer category
consists of only one revenue class — wholesale resale with long-term contract. Total sources are projected to
grow from $331.3 million in FY 2010-11 to $645.8 million by FY 2019-20.

+ Retail water sales are projected to increase from $150.0 million in FY 2010-11, to $287.0 million over
the ten-year period. This increase assumes a 0.53 percent growth in annual consumption (i.e. historical
population growth) most of which is offset with conservation and other water saving measures.

+ Wholesale customers’ water sales, representing about half of the Enterprise revenues and two-thirds of
water deliveries, are forecast to increase revenues from $160.1 million in FY 2010-11, to $333.3 million
over the period. This increase assumes a 0.83 percent annual growth in consumption (i.e. historical
growth for the wholesale service area).

* Other income includes interest income on fund balances along with rents and other income. These
revenues are assumed average approximately at $25.0 million over the ten years and are mainly derived
from interest earnings on fund balances, rents and permit fees for secondary uses of its watershed lands
and pipeline rights-of-way.

Uses of Funds

In the absence of more specific forecast data, the Plan includes a general 3.0 percent annual growth
assumption for operations and maintenance costs and a 5.0 percent annual escalation in revenue-funded
capital costs.

The annual operating budget includes operation and maintenance costs, debt service on revenue bonds used
to finance capital improvements, and repair and replacement costs funded from current revenues. While
operations and maintenance costs are currently the largest component of the Water Enterprise’s expenses
(65 percent), by FY 2019-20 their proportion to total expense will drop to 36 percent and debt service costs
will be the largest (57.0 percent). Total expenditures are increasing from $330.1 million to $649.8 million by
FY 2019-20.

* Operations and Maintenance costs include salaries and fringe benefits, material and supplies, power and
energy, and services of the other City Departments including SFPUC Bureaus. The cost of operating the
water system in FY 2010-11 is projected to be $189.1 million; increasing to $236.7 million by FY 2019-
20. As projects in the WSIP are completed and placed into service, there could be additional operation
and maintenance expenses associated with the new facilities. The operation and maintenance expense
forecast shown in this report does not include any incremental costs associated with WSIP projects
other than the 3.0 percent annual growth assumption. In addition, the forecast assumes there will be no
changes in regulations or operating procedures that could impact operating expenses.

+ Debt Service costs include principal and interest payments on revenue bonds used to finance system im-
provements. Future debt service cost projections assume the issuance of new debt to fund WSIP projects.
The plan reflects debt service costs increasing from $94.9 million in FY 2010-11 (net of Federal subsidy)
to $372.0 million by FY 2019-20. The bond issuance schedule is based on the September 2010 WSIP
spending plan. However, the actual timing and size of bond sales may vary depending on construction
timing.

+ Revenue-Funded Capital Project spending is expected to average $48.5 million annually over the next
10 years. Projects include minor construction projects, major maintenance and rehabilitation projects,
planning studies, and preliminary engineering analysis for major capital improvements.

San Francisco Public Utilites Commission, California
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Section 4

Capital and Debt

173
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Chapter 17

Capital Expenditures

#F8: Capital
Expenditures
(Mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should include budgeted capital expenditures, whether au-
thorized in the operating budget or in a separate capital budget.

1. Does the document define “capital expenditures”?

2. Does the document indicate the total dollar amount of capital expendi-
tures for the budget year (both budget years for biennial budgets)?

3. Are significant nonrecurring capital expenditures described along with
dollar amounts? (Information in a separate CIP document does not satisfy
this criterion.)

4. If the entity has no significant nonrecurring capital expenditures, is that
fact clearly stated in the document?

This criterion does not mandate any particular definition of “capital ex-
penditures,” only that whatever definition is being used by the entity be
disclosed. The entity should indicate the total dollar amount of such expen-
ditures for the budget year. The entity is encouraged, but not required, to
provide a summary of capital expenditures by major project, type, fund, or
user.

Recurring capital expenditures are those that (1) are included in almost
every budget and (2) will have no significant impact on the operating bud-
get. If the entity has any significant, nonrecurring capital expenditures, the
document should describe these items (i.e., indicate the project’s purpose
and funding sources) and indicate the amount appropriated for the project
during the budget year(s). Also, the document should include the amount
appropriated for significant, nonrecurring capital expenditures in the budget
year. Refer to GFOA recommended practices on (1) Establishing Appropriate
Capitalization Thresholds for Tangible Capital Assets, (2) Establishing the
Estimated Useful Lives of Capital Assets, (3) Incorporating a Capital Project
Budget in the Budget Process, and (4) Presentation of the Capital Budget in
Operating Budget Document.

Four GFOA best practices are particularly useful in the design and presentation
of an effective capital improvements program. These best practices can be found
on GFOA’s website under Best Practices and Advisories and are referenced in the
explanation for this criterion.
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In addition, the GFOA’s Budget Awards Program confers special recognition on
budgets that receive an outstanding rating (from all three reviewers) in the capi-
tal expenditures criterion and impact of capital investments on operating budget
criterion. Those budgets so honored are noted on the GFOA’s website and represent
approximately 1 to 2 percent of budgets submitted to the program.

Helpful Hint

Include discussion on major capital projects.
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Capital expenditures are normally defined within the context of dollar threshold and asset life. The
Government Finance Officers Association (GFOA) recommends that state and local governments es-
tablish a capitalization threshold of no less than $5,000 for any individual item. Potentially capitalizable
items should be capitalized only if they have an estimated useful life of at least two years following the
date of acquisition.

In determining whether assets should be capitalized, the following items
should be considered: cost, estimated cost, or market value (when acquired
by gift).

Land assets will always be capitalized without regard to cost; and will not
be depreciated.

Infrastructure will be capitalized if it has a life expectancy of five (5) years
or greater and a designated value exceeding $300,000. Infrastructure ac-
quired after January 1, 1980, will be recorded as capitalized if it meets the
criteria for capitalization.

Assets other than land or infrastructure will be capitalized if the asset

has a useful life of two (2) years or more and a designated value exceeding
$10,000.

Assets which are acquired with grant funding or other committed revenues
and which do not meet the criteria for capitalization will nonetheless be
capitalized whenever the Finance Director determines it to be necessary or
advisable.

City of Lenexa, Kansas
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One way to further clarify which projects meet the definition is to provide specific examples of the type
of construction/repair/ replacement activity that qualifies a project as a capital expenditure, as well as
examples of such activity that does not meet the capital project definition.

Incorporated County of Los Alamos, New Mexico
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The government should indicate the total dollar amount of capital expenditures and the sources of
funding for the budget year. The first year of the capital plan is frequently presented as part of the five-
year capital plan. The summary of capital expenditures may be presented by major project, type, fund,

or user.

City of Maitland, Florida
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The document should include the amount appropriated for significant, nonrecurring (nonroutine)
capital expenditures in the budget year. Recurring (routine) capital expenditures are those that are
included in almost every year’s budget.

Clark County, Washington
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Some governments include a brief summary or description of the significant nonrecurring capital proj-
ects, and then provide additional detail on individual program project sheets.

Manitoba Lottery Corporation, Manitoba
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Individual capital project sheets help convey significant information, such as project description, justi-
fication, priority, strategic plan link, and return on investment.

City of Centralia, lllinois
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Especially when the capital projects are technical, photographs can sometimes help the reader visual-
ize the nature and scope of the planned activity.

Albuquerque Bernalillo County Water Utility Authority, New Mexico
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Multiple decisions are required when designing a capital improvement program and communicating
that information in the budget document. One of the most basic items is prioritizing which projects
should be funded.

Ramsey County, Minnesota
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When possible, the cost estimate methodology should be presented. If a standard methodology is
used, that information can be included in the capital introductory section.

Spotsylvania County, Virginia



188 BUILDING A BETTER BUDGET DOCUMENT




Chapter 18

Impact of Capital Investments on
Operating Budget

#F9: Impact of Capital
Investments on
Operating Budget

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should include budgeted capital expenditures, whether au-
thorized in the operating budget or in a separate capital budget.

1. Are anticipated operating costs associated with significant nonrecurring
capital expenditures described and quantified (e.g., additional personnel
costs, additional maintenance costs, or additional utility costs)? (Informa-
tion in a separate CIP document does not satisfy this criterion.)

2. Are anticipated savings or revenues expected to result from significant
nonrecurring capital expenditures described and quantified (e.g., reduced
utility costs, lower maintenance costs)?

This criterion asks for the identification of specific significant financial im-
pacts upon current and future years that are likely to result from significant
nonrecurring capital expenditures (other than the cost of the improvements
themselves). The entity may make its own determination of what is “sig-
nificant.” However, some examples of significant costs are those that (1)
would require an increase in the tax rate OR (2) would result in a reduction
in spending elsewhere in the budget OR (3) would require additional staff.
Additional anticipated revenues and expenditure reductions also should be
briefly described and quantified. Concepts like net present value, return on
investment, or payback period may be used. Identification of the anticipat-
ed non-financial impact of significant nonrecurring capital expenditures on
services is encouraged.

Capital improvement programs have a real impact on operating budgets. In order to
adequately prepare for the future costs, savings, or additional revenues associated
with capital improvement projects, governments should quantify and explain any
future operating impact associated with the purchase in their budget document. This
criterion requires not only quantification of the operating impact, but discussion as
well.

Helpful Hint

Quantify and discuss operating impacts.
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The operating impact of capital improvements has become so significant that the state of Nevada now
requires that local government budgets include provisions for funding the operation and maintenance
of planned capital improvements.

Clark County Water Reclamation District, Nevada
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One way to satisfy the requirement of including both operating impact quantification and discussion is
through the use of an annotated summary table.

Joliet Junior College, lllinois
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While the traditional focus on impacts relates to expenditures, the government should also account for
any additional revenues — such as the farebox revenues in this example of a large multi-modal transit
project.

SouTHeAST CORRIDOR (T-REX)

The T-REX multimodal project is a major non-routine capital project included in
the scope of RTD's six-year TDP. Construction of T-REX is being done as a
design/build package, which was awarded in June 2001. Construction of the
project is scheduled to be completed by September 2006, with the project
opening for revenue service in November 2006. The TDP capital program
includes the funding needed to complete the capital construction of the T-REX
project.

In addition to the construction costs, RTD has issued debt to cover the local
share of construction costs. In November 1999, the voters of the District
authorized RTD to issue up to $457 million in bonds and commercial paper, with
maximum total debt service of $779 million, to finance the project. As of
December 31, 2004, the District had issued all of the authorized sales tax bonds
and $92.5 million of commercial paper. RTD does not plan to issue any
additional debt for the project.

RTD also will incur operating and maintenance costs for the light rail service.
Starting in 2004, these costs were phased in with the opening of the Elafi
maintenance facility, and continued in 2005 with startup, testing, and training of
new personnel. The table below shows the impact of this non-routine capital
expenditure on current and future budgets.

Southeast Corridor (T-REX)
Impact on Current and Future Operating Budget

(thousands of year-of-expenditure dollars)

2006 2007
Farebox Revenues $518 $4,209
Total Operating Expenditures 12,354 15,352
Net impact $11,836 $11,143

Regional Transportation District, Colorado
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There are some capital projects (within the same project) that not only increase costs, but reduce
expenses as well. The discussion should cover these occurrences and present the net resulit.

City of Ankeny, lowa
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It is important to identify the expected completion date of major facility projects, as the operating
impact is tied directly to project completion. In this example, the school district clarifies how staffing
needs for six new schools will be partially met by personnel transfers rather than new hires.

Beaufort County School District, South Carolina
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It helps to explain whether the brackets or parenthesis in the operating impact schedule represent
incremental costs or savings. The schedule may also include non-financial impacts.

City of Cincinnati, Ohio
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Operating impacts may be broken out by spending component. For instance, the opening of a new
facility could result in additional salary and benefit costs due to increased staffing. Higher operating
and maintenance expenses may also occur. In this example, the county includes both increased net
operating costs and increased net operating revenues as appropriate.

Anderson County, South Carolina
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Just as the cost estimate methodology can be shown for capital projects, a similar approach can be
taken to show the operating impact. This example illustrates how the maintenance and operating cost
impact depends on the type of improvement.

City of University Place, Washington
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Chapter 19

Debt

#F10: Debt (mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall include financial data on current debt obligations, de-
scribe the relationship between current debt levels and legal debt limits, and
explain the effects of existing debt levels on current operations.

1. Are debt limits described?

. Are the amounts of debt limits expressed in terms of total dollars, millage
rates, or percentages of assessed value?

N

3. Are the amounts of debt subject to debt limits identified in the same terms
used to describe the debt limits themselves?

4. Is the amount of principal and interest payments for the budget year (two
years for biennial budgets) shown for each major fund (for appropriated
funds), for each significant unappropriated fund and for other funds in
the aggregate?

Entities should describe their legal debt limits. The legal debt limits may be
expressed in terms of total dollars, millage rates, or percentages of assessed
value. The document should indicate the impact of debt on the current bud-
get by indicating the total amount of principal and interest payments to be
paid during the year for each major appropriated fund and for each signif-
icant unappropriated fund and for other funds in the aggregate (two years
for biennial budgets). If the entity has variable rate debt or a balloon pay-
ment that could significantly alter debt levels in the future, the entity is en-
couraged to disclose that fact. A repayment schedule may be presented, but
is not required. The entity is encouraged to discuss coverage requirements
and actual coverage for revenue backed debt. An entity may wish to discuss
debt that it anticipates issuing separately from its discussion of outstanding
debt. An entity should consider concisely describing the purpose and type of
individual debt obligations.

This criterion requires that debt limits and principal and interest payments for the
budget year be shown. Many other items may be included in the debt section, such
as bond ratings, debt capacity projections, peer comparisons, funding options, debt
obligation purpose, debt to maturity schedules, and upcoming debt obligations.
Governments should also have a written debt policy, but that would appear in the
financial policy section.

Helpful Hint

Include debt to maturity schedules that break out principal and interest.
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For most municipalities, debt limits are expressed as a percentage of the market value of taxable prop-
erty. Once the debt limit has been calculated, then the debt applicable to that limit can be shown. The
difference is the legal debt margin. While not required by the criterion, some governments calculate
legal debt margins beyond the budget year.

This example also includes a discussion and explanation of the city’s bond ratings.

City of Maplewood, Minnesota



The debt margin calculation may be more complex for some cities. In that case, footnotes can provide

the reader with additional information on how the calculation was made.

" CITY OF AMES, IOWA

PROJECTION OF DEBT CAPACITY

1. Total Actual Valuation

2. State Mandated Debt Limit
3. City Reserve (25% of Limit}
Unreserved Debt Capacity

. Outstanding Debt

. Proposed Issues

. Balance of Proposed Issues
Total Debt Subject to Limit

Do

7. Available Unreserved Debt
Capacity ($)

8. Available Unreserved Debt
Capacity (%)

9. Total Debt Capacity (3)

10. Total Debt Capacity (%)

Notes:

bl e

taxes are pledged.

COoONO

1

City of Ames, lowa

DEBT

201011 2011112 2012113 2013/14

PROJECTED PROJECTED PROJECTED  PROJECTED
3,427,688,274  3,530,518,922  3,636,434490  3,745527,525
171,384,414 176,525,946 181,821,725 187,276,376
42,846,104 44,131,487 45,455,431 46,819,094
128,538,310 132,394,459 136,366,294 140,457,282
30,260,000 24,540,000 19,275,000 14,930,000
8,910,000 6,310,000 6,082,000 7,298,000
11,885,193 19,320,938 23,677,769 27,323,703
51,055,193 50,170,938 49,034,769 49,551,703
77,483,117 82,223,521 87,331,525 90,905,579
60.28% 62.10% 64.04% 64.72%
120,329,221 126,355,008 132,786,956 137,724,673
70.21% 71.58% 73.03% 73.54%

Debt issues subject to limit proposed are part of Capital Improvements Plan.
Debt balance on issues in Capital Improvements Plan.
Debt capacity available after deducting the reserved capacity.

Percentage of debt capacity available after deducting the reserved capacity.
Debt capacity available prior to deducting the reserved capacity.
Percentage of debt capacity available prior to deducting the reserved capacity.

Total assessed valuation plus utility valuation growth assumption is 3.0% per year.
State of lowa statutory debt limit is 5% of total actual valuation.
City policy reserves 25% of available debt capacity.
Current outstanding debt subject to limit at fiscal year end includes all debt in which property

201
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Peer comparisons may be made between cities based on the percentage of legal debt utilized and on

BUILDING A BETTER BUDGET DOCUMENT

bond ratings. Sometimes, peer comparisons are used in conjunction with debt affordability.

FY 10 Legal Debt Limit Comparison for Ten Largest lowa Cities

The highest ranked city (Des Moines) is 12% higher than Dubuque’s percentage, and the average

is 19.87% lower than Dubuque.

Rank City Legal Debt Limit |Percentage of legal
(5%) debt limit utilized
10  |Des Moines 572,483,022 67.90%
9 Cedar Rapids 434,010,014 62.20%
8 Dubuque 167,112,486 60.53%
6 Davenport 290,703,247 59.70%
7 |Sioux City 182,006,722 54.90%
5 |Waterloo 177,771,817 46.71%
4 lowa City 218,317,885 40.00%
3  |W.Des Moines 294,266,751 39.00%
2 Council Bluffs 221,438,807 37.10%
1 Ames 166,392,635 29.00%
Average w/o Dubuque | 48.50%|

FY 09 Moody Bond Ratings Comparison for Ten Largest lowa Cities

Ranking City Rating
Ames AAA
1 Cedar Rapids - AAA
lowa City AAA
2 West Des Moines Aa1
Davenport Aa2
3 Des Moines Aa2
Dubuque Aa2
Sioux City Aa2
4 Council Bluffs Al
Waterloo A1

City of Dubuque, lowa
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Debt management policies (which should be included in the financial policy section of the budget
document) are written guidelines and restrictions that affect the amount and type of debt issued by

a state or local government, the issuance process, and the management of a debt portfolio. A debt
management policy improves the quality of decisions, provides justification for the structure of debt
issuance, identifies policy goals, and demonstrates a commitment to long-term financial planning,
including a multi-year capital plan. Adherence to a debt management policy signals to rating agencies
and the capital markets that a government is well managed and should meet its obligations in a timely
manner. Debt levels and their related annual costs are important long-term obligations that must be
managed within available resources. An effective debt management policy provides guidelines for a
government to manage its debt program in line with those resources.

City of Bloomington, Minnesota
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Flow charts are frequently used to illustrate the operating or capital budgeting process. The debt ap-
proval process can be illustrated with a flow chart as well.

Debt Approval Process

General Manager identifies
capital projects to fund

!

Three mechanisms are available
to issue revenue bonds.

Existing Voter New Voter Charter Authority
Authority Authorization §9.107.6

—

Proposition Reviewed — Voter approval
by Capital Planning . Proposition Approved is not required if

Comimittee in Commission

bonds are used
Resolution to reconstruct or

¥

replace existing
water or power
Proposition Approved facilities.

by Board of

Supervisors

30-Day Review
Period

P e

Proposition Put on
Ballot and Approved
by Majority of Voters

v

Certification of Projects by
If bonds are issued under Independent Engineer and

Proposition B, CEQA Financial Consultant
certification of projects by the
Flanning Department is also ¥
required.

Financing Approved by

Commission Resolution

v L 4

Reviewed by Capital Reviewed by Board
Planning Committee of Supervisors
Budget Analyst

l ]
v

Financing Approved by
Board of Supervisors

If bonds are approved by Resolution or Ordinance
erdinance, a 30-day Oversight Committee 30

response period is required v days prior to issuance
prior to issuance.

Pregented to Revenue Bond

Mayor Signs Financing
Legislation

¥

Issuance of Revenue

Bonds

San Francisco Public Utilites Commission, California
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Once the decision has been made to issue debt, it is a good idea to describe the debt obligations
(especially those issued during the current year or anticipated debt issues).

City of Bloomington, Minnesota
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The description of debt obligations may be expanded beyond just the purpose of the issue. For in-
stance, items like support type, financial classification, interest dates and rates, date and amount of

issuance, call date, and paying agent may also be included.

This schedule also includes principal and interest payments beyond the budget year (though maturi-
ty). Principal and interest payments need to be broken out separately.

Village of Arlington Heights, Illinois
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Another way to describe debt obligations is through the use of how the dollars are being allocated. In
this example, the $22.4 million general obligation bonds (shown in the accompanying debt to maturity
schedule) are being used for police headquarters, a fire station headquarters addition, a fire station
building, and issuance costs (including capitalized interest and contingencies).

City of Ankeny, lowa
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Section 5

Departmental Information

211
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Chapter 20

Position Summary Schedule

#03: Position Summary A schedule or summary table of personnel or position counts for prior, cur-
Schedule (mandatory) rent and budgeted years shall be provided.

Criteria Location Guide 1. Is a summary table of position counts provided for the entire entity?

Questions 5 g the table include the prior year, the current year, and budget year

position counts?
3. Are changes in staffing levels for the budget year explained?

4. If there are no changes in staffing levels, is that item noted?

Explanation This criterion requires a presentation of position counts or full-time equiv-
alents (FTEs) within the entity. Presentation may be by position and/or by
summaries of positions. Position summaries within individual departments
may supplement, but not be a substitute for, the position counts on the con-
solidated schedule. If presented, position counts on the departmental sum-
maries should tie to the consolidated position count schedule for the entity
as a whole. Staffing level changes must be explained. If there are no staffing
level changes, then that fact must be noted

Chapter Overview This criterion requires that a summary of position counts be presented for the prior
year, the current year, and the budget year. Staffing level changes must also be
explained.

Helpful Hint

Position counts are frequently presented showing individual department
totals summing to a grand total.

213



214 BUILDING A BETTER BUDGET DOCUMENT

Position counts and the explanation of changes may be combined on the same table, thus allowing all
components of this criterion to be satisfied in one schedule.

Position counts are frequently presented showing individual department totals summing to a grand
total. The most common format is to list the departments in rows and then the prior year, current year,
and budget year data in columns.

Footnotes are used to explain the variance between the current and upcoming budget years.

FY 2009 FULL-TIME STAFFING SUMMARY

Vacant Positions Variance
Positions Added for FY 09 vs
Department FYO07 FY08 Eliminated FY 09 FY09 FY 08
City Commission 13 13 0 0 13 0
City Attorney 12 12 -1 0 11 a1 !
City Manager 8 9 0 0 9 0
Special Offices 128 117 2 0 115 2 2
Business & Economic Development 4 3 -1 1 3 0 3
Financial Services 43 41 0 0 41 0
Information Technology 32 32 -1 0 31 1
Building & Engieering Services 59 54 -1 0 53 -1 5
Housing and Community Redevelopment 5 5 -3 0 2 I
Police:
Sworn Police Officers 341 340 -3 0 337 3 7
Civil Service 195 177 -2 0 175 2 ¢
Fire-Rescue:
Certified Firefighters 223 223 0 5 228 5 °
Civil Service 41 40 -1 0 39 S
Parks, Recreation and Cultural Arts 47 59 -6 2 55 4 "
Public Works 194 177 221 0 156 )
Public Utilities 184 184 0 1 185 |
Design and Construction Management 24 24 -4 0 20 4 ™
Total Full-Time Positions 1553 1510 -46 9 1473 -37
Notes: Variance FY 09 vs FY 08

1 Elimination of one (1) vacant Legal Secretary position.

2 Elimination of one (1) vacant Mail Courier position in the City Clerk's Office and one (1) vacant Public
Relations Manager position in the Office of Public Relations & TV Production.

3 Reflects the addition of a new Business & Redevelopment Coordinator position, plus the elimination of the

Director - Commercial Corridor position.

Elimination of one (1) vacant Communication Technology Manager position.

Elimination of one (1) vacant Building Inspector position,

Three (3) positions (Director of HCR, Secretary, Neighborhood Resource Specialist) previously funded by the

General Fund, will now be funded with grant funds (CDBG, SHIP).

7 Elimination of three (3) vacant Police Captain positions.

8 Elimination of one (1) vacant Citizen Service Center Manager position and a vacant Clerical Specialist position.

9 Five (5) new Firefighter positions were added for FY 2009.

10 Elimination of one (1) vacant Administrative Secretary position.

11 Reflects the addition of two (2) positions (Recreation Coordinator and Asst. Parks & Athletic Manager);
plus the elimination of six (6) vacant positions - Recreation Leader (2), Laborer, Recreation Maintenance
Supervisor, Special Events Coordinator, and Special Events Supervisor.

12 Reflects the elimination of twenty-one (21) vacant positions: Code Enforcement Officer, Environmental
Compliance Coordinator, Equipment Operator (6), Refuse Collector (2), Packer Operator (2), Automated
Collection Truck Operator, Collection Truck Operator, Laborer, Heavy Equipment Operator (3),
Groundskeeper, Electrician, and Maintenance Technician.

13 A new Utility Program Coordinator position was added for FY 2009,

14 Four (4) vacant positions were eliminated for FY 2009: Architect I, Engineer, Engineer Registered, Asst.
Director - DCM.

o th B

City of Hollywood, Florida
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This example includes position counts for the prior year and current year by function. Data about the
upcoming budget year is broken out to indicate the number of filled, vacant, and new positions. The
accompanying text links the need for new positions to the entity’s strategic goals.

Midlands Technical College, South Carolina



216 BUILDING A BETTER BUDGET DOCUMENT

In this example, a multi-year overview breaks down the authorized positions to show totals for both
filled and vacant positions, as well as the percent of open positions. The authorized/fill analysis is
further broken out by fund and ultimately by function. Thus, vacancy trend rates by department can be
determined and help in providing accurate staffing forecasts.

City of White Plains, New York
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Unfunded positions may be noted in a summary schedule. Should budget results come in favorable to
budget, the additional resources may be used to fund these positions.

City of Yuma, Arizona
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It is good policy to note the service impact of position changes. This additional data helps broaden the
analysis beyond budget dollars and enhances decision making.

City of Winter Park, Florida
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For greater accuracy in forecasting payroll dollars, it helps to note expected start dates for new posi-
tions. Not every position starts at the beginning of the government’s fiscal year.

City of Burlington, Ontario



POSITION SUMMARY SCHEDULE 223




224 BUILDING A BETTER BUDGET DOCUMENT

Determining optimal budgeted position count is not an exact science. One methodology used is

to compare the number of employees per 1,000 population versus that of peer governments. Such
results should be used with caution, however, as governments provide different levels of services and
some use privatization as a substitute for full-time employees.

Village of Bartlett, lllinois
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Department Descriptions

#04: Department
Descriptions
(mandatory)

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document shall describe activities, services or functions carried out by
organizational units.

1. Does the document clearly present the organizational units (e.g., divi-
sions, departments, offices, agencies, or programs)?

2. Does the document provide descriptions of each organizational unit?

This criterion requires a clear presentation of the organizational units within
the budget document. A narrative description of the assigned services, func-
tions, and activities of organizational units should be included. The presen-
tation of relevant additional information should be included (e.g., shift in
emphasis or responsibilities or major changes in costs). Refer to GFOA’s best
practice on Presentation of the Department Section in the Operating Budget
Document.

At a minimum, this criterion requires a clear presentation and description of the
organizational units. The entity should provide information on key changes, such as
a shift in emphasis or major changes in costs.

Features to consider when putting together the department section of the budget
document include:
Design

Brevity

Services

Issues

Revenues
Expenditures

Staffing

Goals and objectives
Performance measures

© 0 N R W=

Helpful Hint

Discuss major financial or program changes occurring in the different
departments.
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For continuity, it is best to maintain the same page design for each department description. Standard
typographic presentation elements — such as font size and type, margins, paragraph alignment and
spacing, bullet points, indentation, and the consistent use of a single format (i.e., portrait or land-
scape) — should be the same from department to department, as shown in this multi-part example.

City of Lufkin, Texas



DEPARTMENT DESCRIPTIONS

A GUIDE TO THE DETAIL BUDGET PAGES

7. Expenditures — Summary budget data by expenditure category for personnel services,
benefits, supplies, maintenance of structures and equipment, miscellaneous services,
sundry charges, debt service and capital outlay.

8. Authorized Positions — Full time and part time position listings for current and past
budget years.

9. Significant Changes — Highlights of proposed major changes, enhancements of service
or a new service, method of improving efficiency or effectiveness of an existing service
for the coming budget year.

D (General DEPARTMENT General Government
TUR 2008-2009 2009-2010 2009-2010 2010-2011
7 AR L Actual Approved Revised Budget
Personnel Services 89,521 90,865 91,590 91,205
Benefits 29,159 32,257 30,888 32,303
Supplies 24,575 21,430 22,805 21,130
Maintenance of Equipment - 300 300 300
Miscellaneous Services 92,330 115,810 110,470 116,005
Sundry Charges 125,081 117,460 117,460 103,960
TOTAL 360,666 378,122 373,513 364,903
2008-2009 2009-2010 2009-2010 2010-2011
AUTHORIZED POSITIONS Actual i — Revised Budget
po City Secretary 1 1 1 1
Office Assistant ITT 1 1 1 1
FULL TIME 2 2 2 2
PART TIME 0 0 0 0
TOTAL 2 9 2 2
SIGNIFICANT CHANGES

City of Lufkin, Texas (continued)
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Use pictures, graphs, charts, borders, tabs, and dividers to enhance the presentation of information,
taking care to place them in the section to which they relate.

City of North Las Vegas, Nevada
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Excessive detail is unnecessary, especially in financial schedules and text. Consider summarizing
financial information rather than presenting each account in whole dollars (rounding may be benefi-
cial). Keep discussions focused and concise. Think about developing a separate supplemental depart-
mental document for those desiring more detail.

City of Albuquerque, New Mexico
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A description of services or functional responsibilities is required. Consider including hours of oper-
ation, address, phone number, e-mail address, brief departmental historical recap, information link-

ing department to fund structure, and contact information (for example, the name of the department
head).

City of Sacramento, California
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Identify any increase or decrease in service levels. This may include the dollar impact of the change
and its potential effect on the public. Discuss whether services are performed in-house or privatized.

City of Airdrie, Alberta
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Go beyond a mere listing of functional responsibilities to discuss challenges, issues, and opportuni-
ties. The discussion should focus on the future and key decision points, with an emphasis on solu-
tions.

Jackson County, Georgia
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Revenues may include any fees or charges that the department generates. If this is the case, discuss
the major type of revenues and the potential recovery rate. The analysis of expenditures should be
done in a broad manner. Consider identifying major categories (rather than identifying, discussing,
and analyzing every expenditure account) and note any significant changes. For example, major cat-
egories may include wages and benefits, supplies, etc. Some governments include budget highlights
for each department.

Regional Municipality of Halton, Ontario
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Chapter 22

Unit Goals and Objectives

#05: Unit Goals and The document should include clearly stated goals and objectives of organi-
Objectives zational units (e.g., departments, divisions, offices or programs).

Criteria Location Guide 1. Are unit goals and objectives identified?

Questions 5 Are ynit goals clearly linked to the overall goals of the entity?
3. Are objectives quantifiable?

4. Are timeframes on objectives noted?

Explanation This criterion requires that unit goals and objectives be clearly identified.
The relationship of unit goals to the overall goals of the entity should be
apparent (perhaps, in the form of a matrix). For purposes of this criterion,
goals are long term and general in nature, while objectives are more short

term and specific. Note when goals and objectives are expected to be accom-
plished.

Chapter Overview Unit goals and objectives need to be clearly identified.

Helpful Hint

Consider including a matrix linking department goals to overall entity
goals.
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Another way to illustrate the relationship between department and entity goals is to present this link-
age in the specific department section. In this example, the town’s plan is broken out by focus area,
goals, and initiatives. A numbering system is then used to label the different departmental goals.

Town of Cary, lllinois
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Departmental objectives can be directly linked to overall entity goals in a simple table. This example
includes an additional feature — a completion date for the objectives.

City of North Las Vegas, Nevada
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Some departments provide an estimated start and completion date for their goals and objectives, giv-
ing the reader a clear idea of how long tasks are expected to take.

City of Naples, Florida



UNIT GOALS AND OBJECTIVES 243




244 BUILDING A BETTER BUDGET DOCUMENT

Quantified objectives may be included within the given timeframe. Remember that goals are long term
and general, while objectives are short term and specific.

State of West Virginia
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Once all of the information has been compiled for a department’s goals and objectives, it is important
to choose a design that is not only easy to follow, but that can be used for additional purposes (like
showing whether the outcome was successful and providing for any additional comments).

CITY CLERK DEPARTMENT

DRAFT 2012 GOALS and OUTCOME MEASURES

Department/Program:
Mission Statement:

COUNCIL/BOARD SUPPORT

To create efficient and accurate dissemination of information
to and from City Boards and to produce accurate records of
their meetings for the staff, boards, and citizens.

Customer Service Standards

Fach achieved Customer Service Goal is counted as one, i.2., 4 out of 5 Goals = a score of 4.

Develop Goals that are specific to serving your customer — internal or external — by your Department.

Goal 14 | Goo!Name: At least 90% of the surveyed respondents will Strongly Agree/Agree that the
Board Minutes | poard minutes are produced in a timely and accurate fashion.
Team Leader:
Outcome At least 90% of the surveyed respondents will agree or strongly agree that the
Measure: minutes are produced in a timely and accurate fashion.
Data Plan: City Clerk Staff will survey Board members annually in October. A minimum of
10 respondents will be considered an appropriate response rate.
{This section should be completed at the end of the year)
Result:
Comments:
Goal §15 | Gool Name: At least 95% of the time Agendas will be available to Board members and to
Board Agenda | (itizens two working days prior to the meeting.
Team Leader:
Outcome At least 95% of the time Agendas were available to Board members and to
Measure: citizens two working days prior to the meeting.
Data Plan: The Department will maintain a log that captures:
A, The meeting date
B. The date the agenda was distributed and available to citizens
{This section should be completed at the end of the year)
Result:
Comments:
Goal #16 | Goal Name: At least 90% of the time, the Coundil agenda will be posted to the City Website
Council Agenda | ;n the Friday before Council meetings.
Team Leader:
Outcome At least 90% of the time, the Council agenda was posted to the City Website on
Measure: the Friday before Council meetings.
Data Plan: The City Clerk staff will post the Agenda to the City website. A log will be
maintained that captures:
A.  The meeting date
B. The date the Agende was posted to the website
City of Aspen, Colorado
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Performance Measures

#06: Performance
Measures

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should provide objective measures of progress toward
accomplishing the government’s mission as well as goals and objectives for
specific units and programs.

1. Are performance data for individual departments included in the docu-
ment?

2. Are performance data directly related to the stated goals and objectives of
the unit?

3. Do performance measures focus on results and accomplishments (e.g.,
output measures, efficiency and effectiveness measures) rather than in-
puts (e.g., dollars spent)?

Performance measures should include the outputs of individual units and
provide a meaningful way to assess the effectiveness and efficiency of those
units. The measures should be related to the mission, goals, and objectives of
each unit. Include information for at least three years (the prior year actual,
current year estimate or budget, and budget year). Refer to GFOA’s best
practice on Performance Management: Using Performance Measurement for
Decision Making - Updated Performance Measures.

The Government Finance Officers Association (GFOA) has developed a number of
resources to assist governments with performance management and presentation.

The National Performance Management Advisory Commission, a collaboration of
the GFOA and 10 other leading state and local public interest associations, devel-
oped a framework to help state, provincial, and local governments to continually
improve the results they provide to the public through performance management.
The framework identifies seven performance management principles and describes
how incorporating these principles into governmental processes and decision making
in planning, budgeting, management, and evaluation can lead to learning and
improvement, enhanced accountability, and, ultimately, better results for the public.
The commission’s final 2010 report is available for download on GFOA’s website.

In addition, the GFOA’s Budget Awards Program confers special recognition on
budgets that receive an outstanding rating in the performance measures category
from all three reviewers.

Helpful Hint

Include performance measures through the upcoming budget year.
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Having meaningful performance measures is so important that some governments include perfor-
mance measurement policy in their financial policy section. This serves the dual purpose of communi-
cating to the public and government personnel that performance measures play an essential role.

This policy example reiterates what should be a common practice with performance measures: they
should relate to the entity’s mission, goals, and objectives. Don’t just focus on activity levels; include
effectiveness and efficiency indicators as well. Measures should be presented for at least three years
(including the upcoming budget year) to provide comparisons over time. Limit the number of meaning-
ful measures to a manageable group.

City of Greenville, South Carolina
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While strategic planning helps organizations focus on “doing the right things,” performance measure-
ment helps organizations determine if they are “doing them right.” There are distinct steps to take in
deciding what indicators are necessary to measure progress toward meeting strategic goals and ob-
jectives, how to gather and analyze the data, and how to use that information to drive improvements.

Fairfax County, Virginia



250 BUILDING A BETTER BUDGET DOCUMENT

The alignment between strategic goals and performance measures can be shown in a table. In this
example, four strategies coded A through D are linked to the performance management benchmarks
identified at the bottom of the table.

City of Wichita, Kansas
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Another way to present the linkage is to show overall goals, specific objectives, description of perfor-
mance measures, and then quantified performance measures within the same row of the table. The
narrative discussion that follows the table sheds further light on the performance measures.

City of Corvallis, Oregon
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All departments, not just those of the general fund, should show the linkage between overall govern-
ment goals and performance measures.

WATER AND POWER

Performance Measures FY 2010 F 201 FY 2011 FY 2012
Aetual Targt Mid-Year Target

WATER AND POWER
Council Goals: To maintain fiscal responsibiity and stability, and to increase conservation and sustamability. (con’)

H. The City will encourage the efficient use of electric energy and the ingtallation of customer-owned solar photovottaic (PV) systems.

1. Reduee energy consumption by electn customers. N/A 14,500 3561 14,500
Contrtution of curentyear programs. MWh/ vear

2. Achieve cumulative enery savings per year from /A 60,000 h7652 14500
FY 2007 MW/ year

3. Encourage the mstallstion of solar photovoltaie N/A 14 050 140

(PV) systems by electic customers. Cument year
installations, MY

4. Encourage cumulstive PV capacty installztions fom /A 49 210 630
1/1/2008 MW

|. The City will encourage efficient use of water.

1. Achieye addtional acrefeet water savings from N/A /A o 200
uonsenvation programs.
2. Achieve reduction from Urhan Environmental Accords /A N/A Y% 10%

baseline percapita water consumption

3. Comply with statewid best management practces N/A N/A 1% 100%
(BMP) for efficient water use management,

City of Pasadena, California
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While most governments show workload or activity measures in their individual department perfor-
mance measures section, they should also include efficiency, effectiveness, or productivity measures.
Such measures provide an additional means of analyzing resullts.

City of Suwanee, Georgia
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Quantified performance measures can be presented in a table or graph. In either case, readers will
benefit from an accompanying narrative that helps interpret the data.

City of Eugene, Oregon
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Performance measures, when quantified, can be presented through various means such as units, per-
centages, dollars, or ratios. Choose the quantification method that is most appropriate and best tells
the story.

City of San Jose, California
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At a minimum, quantified performance measures should be presented for the prior year, current year,
and upcoming budget year. This does not preclude including more years of history or projections

beyond the upcoming budget year. Some governments even include comparisons between actual and
budget for a given year.

City of Fort Walton Beach, Florida
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Document-Wide Criteria
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Statistical/Supplemental Section

#C3: Statistical/
Supplemental Section

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should include statistical and supplemental data that describe
the organization, its community, and population. It should also furnish other
pertinent background information related to the services provided.

1. Is statistical information that defines the community included in the
document (e.g., population, composition of population, land area, and
average household income)?

2. Is supplemental information on the local economy included in the doc-
ument (e.g., major industries, top taxpayers, employment levels, and
comparisons to other local communities)?

3. Is other pertinent information on the community (e.g., local history, loca-
tion, public safety, education, culture, recreation, transportation, health-
care, utilities, and governmental structure) included in the document?

Background information should be included in the budget in the form of
statistical and supplementary data, either in a separate section or through-
out the document. The goal is to provide a context for understanding the
decisions incorporated into the budget document. The presentation should
include factors that will affect current or future levels of service (e.g., pop-
ulation growth, economic strength in the region, or a change in the size of
the school age population). Refer to GFOA's best practice on Statistical/Sup-
plemental Section of the Budget Document for information that should be
included as part of this discussion.

The goal of the statistical/supplemental section of the budget document is to provide
a context for understanding the decisions incorporated into the rest of the document.
Data in the statistical/supplemental section should relate to the rest of the budget
document and be appropriate for the specific type of government. A high-quality
statistical/supplemental section presents a valuable perspective to interested share-
holders when reviewing budget issues and making decisions related to allocation of
government resources.

Helpful Hint

Do not just copy the CAFR statistical/supplemental section into the budget
document.
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The government structure is critical in shaping how budget decisions are made.The roles of elected
and appointed officials should be identified. Political ramifications of elections, terms in office, or
changes in administration may be noted.

Regional Transportation District, Colorado
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A community profile provides background about the government’s setting. Healthcare, transportation,
culture, and recreation could be major elements of the profile.

Washington County, Maryland
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Governments provide facilities and services to meet their citizens’ needs. A simple table can be includ-
ed in the statistical/supplemental section of the budget document to list these services.

City of Sarasota, Florida
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A community’s demographics often determine the type and scope of a government’s services. For ex-
ample, the community’s age distribution may affect the type of government services provided to some
degree. Birthrate, mortality, median age, and school enrollment data may be listed. Education level of
the citizens is generally presented by identifying the percentage of the population that has reached
various educational milestones, such as a high school or bachelor’s degree.

The comprehensive annual financial report’s (CAFR) statistical section is a valuable resource for his-
torical demographic information. Use only the pertinent information from the CAFR — remember, the
budget serves a different purpose than the CAFR.

In addition to historical information, it is also helpful to include prospective data in the budget docu-
ment’s statistical/supplemental section.

Dakota County, Minnesota
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Economic data provides supporting information on projected resources. Just like the population fore-
cast shown in the prior example, forward-looking economic data and/or employment projections may
be presented.

Trends in employment levels are often included to measure economic strength.

lllinois State Toll Highway, Authority, Illinois
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Assessed value of taxable property may be shown by major component (e.g., residential, commercial).
Land use is often presented in the community profile as well.

Summit County, Ohio
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Appropriate comparisons of a government’s own data with the data of other similar governments may
be useful for financial analysis. Wealth is often indicated through per capita or personal income.

City of Bristol, Connecticut
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The use of pictures or graphs to communicate major points is encouraged, and sources of information
should be identified (if not included elsewhere in the document). For instance, the number of languag-
es spoken may be relevant, especially for a school district. Information in the statistical/supplemental

section of the budget should be explained.

Fairfax County, Virginia
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Glossary

#Ca4: Glossary A glossary should be included for any terminology (including abbreviations
and acronyms) that is not readily understandable to a reasonably informed
lay reader.

Criteria Location Guide 1. Is a glossary that defines technical terms related to finance and account-
Questions ing, as well as non-financial terms related to the entity, included in the
document?

2. Are acronyms or abbreviations used in the document defined in the glos-
sary?

3. Is the glossary written in non-technical language?

Explanation The use of technical terms and acronyms ought to be kept to a minimum, to
enhance the value of the document to the majority of stakeholders. When
technical terms and acronyms are used, they should be clearly and concisely
described in the glossary.

Chapter Overview The glossary should define terms that may be unfamiliar to readers.

Helpful Hint

Make sure acronyms and non-financial terms are also included in the
glossary.
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The glossary should contain both financial and non-financial terms - defined in clear, nontechnical
language - as well as acronyms or abbreviations used in the budget document. Typographic design
elements such as italic or bold fonts, multi-column formats, and white space can enhance the visual
appeal of the glossary pages and make them easier to navigate.

City of Centralia, lllinois
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Glossary entries should reflect the specific activities engaged in by the government. For example, a
special district may include terms in its glossary that may not be relevant for a municipal government.

St. Louis Metropolitan Sewerage District, Missouri
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GLOSSARY

A glossary may include a separate acronym section, especially if many acronyms are used in the bud-
get document.

Acronyms

TERM | STANDS FOR TERM | STANDS FOR

City of Olympia, Washington

ADIS Alcohol/Drug Information School LTAC Lodging Tax Advisory Committee
AWC Association of Washington Cities LTFS Long Term Financial Strategy

BARS Budget & Accounting Reporting System LTGO Long Term General Obligation

BLA Boundary Line Adjustment MRT Moral Reconation Therapy

CAFR Comprehensive Annual Financial Report MID Metropolitan Improvement District
CAPCOM | Thurston County Communications Mou Memorandum of Understanding
CDBG Community Development Block Grant MsP Measurement of Student Progress

CFP Capital Facilities Plan MVET Motor Vehicle Excise Tax

clp Capital Improvement Program NLC National League of Cities

CPI Censumer Price Index NPDES | National Pollutant Discharge and Elimination System
CPTED | Community Planning through Environmental Design O&M Operations & Maintenance

CTC Command Training Center OASI Old Age Security Insurance

DFW Department of Fish and Wildlife ODA Qlympia Downtown Association

DRC Day Reporting Center PBIA Public Benefit Improvement Area

DRS Department of Retirement Systems PEX Private Branch Exchange

DUI Driving Under the Influence PC Personal Computer

DWI Driving While Intoxicated PFD Public Facilities District

DWLS Driving While License Suspended PRAC Parks and Recreation Advisory Committee
DWLS3 | Driving While License Suspended in the 3rd Degree PSE Plans, Specs and Estimates

EDC Economic Development Council PWTF Public Works Trust Fund

EDDC Engineering Design and Development Standards RAC Regional Athletic Complex

EHM Electronic Home Monitoring RFP Request for Proposal

EMS Emergency Medical Services RFQ Request for Qualifications

EOC Emergency Cperations Center RCW Revised Code of Washington

ERU Equivalent Residential Unit SAM Sustainable Action Map

FEMA Federal Emergency Management Act SCBA Self Contained Breathing Air Bottles
FTE Full Time Equivalent SEPA State Environmental Policy Act

GAAP Generally Accepted Accounting Principles STEP Septic Tank Effluent Pump

GASB Government Accounting Standards Board STEP Strategic Technology Enhanced Policing
GFC General Facility Charge (Police]

GFOA | Government Finance Officers Association STP Surface Transportation Program

GMA Growth Management Act TBD Transportation Benefit District

GO General Obligation TCTV Thurston Community Television Board
HMIS Homeless Management Information System TRPC Thurston Regional Planning Council
HSPE High School Proficiency Exam UGA Urban Growth Area

HSRC Human Services Review Council VAC Victims' Assistance Coordinator

HUD Housing and Urban Development VCB Visitor and Convention Bureau

HVAC  [Heating, Ventilation, and Air Conditioning VIP Volunteers in Parks

IFH Interjurisdictional Forum on Housing WAC Washington Administrative Code

ISP Intensive Supervision Program WARC  [Waste and Recovery Center

I Information Technology Line of Business WwcCc Washington Conservatien Corps

LED Light Emitting Diode WCIA Washington Cities Insurance Authority
LEOFF | Law Enforcement Officers and Fire Fighters WSDOT | Washington State Department of Transportation
LID Local Improvement District WTSC Washington Traffic Safety Commission
LOS Level of Service WWTP | Wastewater Treatment Plant

LOTT Lacey-Olympia-Tumwater-Thurston County
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Charts and Graphs

#C5: Charts and Graphs

Criteria Location Guide

Questions

Explanation

Chapter Overview

Charts and graphs should be used, where appropriate, to highlight financial
and statistical information. Narrative interpretation should be provided
when the messages conveyed by the graphs are not self-evident.

1. Are charts and graphs used in the document to convey essential informa-
tion (e.g., key policies, trends, choices and impacts)?

2.. Do the graphics supplement the information contained in the narratives?

This criterion requires that graphics be used to communicate key informa-
tion in the budget document. Graphics should enhance the budget presen-
tation, and clarify significant information. The entity determines the most
effective format to present graphic information. Graphics may be consoli-
dated or included throughout the document. Normally, narratives should
accompany the graphs. Graphs can be used for such topics as revenues,
expenditures, fund balances, staffing, economic trends, capital expenditures,
service levels, performance measures, or general statistical information.
Originality is encouraged, but not at the expense of clarity and consistency.
Consider using captions to explain the significance of graphs.

Effective charts and graphs usually share three characteristics. They are:
® Complimentary to the discussion.

® Lasy to follow.

* Appropriate for a wide range of subjects.

Helpful Hint

Captions can enhance the usefulness of graphs.

279



280 BUILDING A BETTER BUDGET DOCUMENT

There are many types of charts and graphs that can be included in a budget document. Care should
be taken to select the type most appropriate for the task at hand. For example, pie charts are quite
effective when the goal is to compare parts of a whole. In this example, the monthly cost residents pay
for city services is broken out by category (public works, parks and recreation, etc.).

City of Yuba City, California
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Pie charts generally work best when used to introduce a section, since they provide a strong visual
overview. The absolute value — whether in dollars or whole numbers — should be noted. Trend graphs
can then be introduced to illustrate individual components later on in that section.

The Debt Service Fund is maintained for the accumulation of resources for the payment of
principal and interest on general obligation long-term debt.

DEBT SERVICE FUND BUDGET
$ 34.7 MILLION

DEBT SERVICE BY
SOURCE CATEGORY

Interfund Transfers
$738,530

Other Revenues /

31,776,640 Real Estate Taxes

$32,218,691

Transfer To
$3,000,000

Unappropriated
105,684 / .
$10s, \ @ % Operating

$15,000
Interest -
$20,433,177 Principal
$11,180,000

DEBT SERVICE
BY EXPENDITURE
CATEGORY

{%’s may not equal 100 due to rounding)

Chester County, Pennsylvania
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Trends can be illustrated through line graphs, surface area graphs, or bar/column charts. A brief narra-

tive explanation can help further clarify the data.
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In this example, the caption addresses the data’s impact on future events.

Norwich Births

The rate of birth in Norwich continues to be strong. Over the past 10 years the City has averaged
1,084 births per year. Asbirths in the community and attendance at public schools remain strong,
school enrollment totals will be sustained for a longer period of time.
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City of Norwich, Connecticut
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The narrative accompanying this graph discusses the data and analyzes the trend it illustrates. Note
that the numbers on the y-axis have been rounded to thousands, which helps reduce clutter.

Washtenaw County, Michigan
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CHARTS AND GRAPHS

Charts are most effective when labeled with a title. When appropriate, a source notation can also be

included just below the chart to identify the data’s origin.
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While trend analysis generally focuses on financial data, charts and graphs can also be used to illus-
trate topics such as performance measures or statistical/supplemental information. Note how icons
help identify departments in this example.

City of Phoenix, Arizona
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Charts and graphs may also help present peer comparisons. In the top bar graph, stacks of coins rep-
resent the tax rates in nine cities. The fire assessment fee chart in the bottom example uses a ladder
graphic that compares cost per residential unit in seven jurisdictions.

City of Boca Raton, Florida
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Chapter 27

Understandability and Usability

#C6: Understandability
and usability

Criteria Location Guide
Questions

Explanation

Chapter Overview

The document should be produced and formatted in such a way as to
enhance its understanding by the average reader. It should be attractive,
consistent, and oriented to the reader’s needs.

Is page formatting consistent?

Are the main sections of the document easily identifiable?
Is the level of detail appropriate?

Are text, tables, and graphs legible?

SO

Are budget numbers in the document accurate and consistent throughout
the document?

The goal of this criterion is to make sure that the document itself contrib-
utes to the effectiveness of the communication to readers. Sequential page
numbering throughout the document is encouraged. Budget numbers (both
financial and operational) should be accurate and consistent throughout the
document. Put similar topics in the same section. For electronic submissions,
refer to GFOA's best practice on Web Site Presentation of Official Financial
Documents.

While budget documents can be presented in a variety of formats (hard copy, CD,
flash drive, PDF, or web-based), basic principles govern good design. Font size, page
layout, and direction (portrait versus landscape) should be consistent throughout
the document. Pages should be numbered sequentially. Make sure budget numbers
are accurate and avoid typos. Put similar topics in the same section. Avoid excessive
detail.

Helpful Hint

Make sure the document is easy to read.

291



292 BUILDING A BETTER BUDGET DOCUMENT

A link to the budget document should appear prominently on the government’s homepage or there
should be a method - such as an internal search feature - for easily locating it. If the website also
presents prior-year budgets, these should be clearly segregated from current information.

The practical usefulness of a document is enhanced when a government observes certain formatting
conventions. Hardcopy and website versions should be identical. If the document is electronic, a sin-
gle file report should be made available. However, the document can be broken down into individual
files for ease in downloading. Be aware that the number of individual files should not be so great as to
make it difficult to review the material.

City of Corinth, Texas
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UNDERSTANDABILITY AND USABILITY

General user instructions should be provided. The table of contents should allow the user to access

specific pages with a click of the mouse. Bookmarks also can enhance flexibility and maneuverability

in navigating the document.
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City of Glendale, Arizona
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A CD or flash drive containing the budget document should be clearly labeled. Electronic financial
documents should be tested to ensure that they will function with different computer operating sys-
tems.

City of Redmond, Washington
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An attractive front cover (especially on a hard copy budget document) provides an additional incentive
to view the document. The front cover should include the entity’s name, location, and fiscal time peri-

od. Other means of improving hard copy budget documents include the use of sturdy binding, quality
paper, and distinguishable tabs.

Randolph County, North Carolina
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Benefits of GFOA Membership

For over a century, government finance professionals have relied upon the GFOA to
provide timely information, practical educational opportunities, high-quality professional
publications, and the latest information on best practices. In doing so, the GFOA offers
public-sector finance professionals an unparalleled opportunity to:

¢ Obtain “how to” instruction on a wide range of financial topics,
¢ Enhance their technical skills,

¢ Broaden their knowledge and deepen their expertise,

* Achieve professional recognition,

¢ Coordinate efforts with colleagues,

* Develop leadership skills, and

* Network with peers.

GFOA members receive the latest information on developments in all aspects of public
finance. They also enjoy many opportunities to participate in continuing professional
education training that fosters their professional growth and career advancement. Natu-
rally, members receive special discounts on GFOA products and services.

For information on how you can become a GFOA member, please visit us online or e-mail
the GFOA at membership@gfoa.org.

GFOA’s New Certificate of Conformance Program for Small Government Annual
Financial Reports

The Certificate of Conformance Program aims to improve the quality and consistency of
financial reporting for small governments. It is designed for the thousands of small gov-
ernments for which financial reporting in conformity with generally accepted accounting
principles (GAAP) is not a viable option.

For some participants, the program may be a first step toward GAAP financial reporting.
Questions? E-mail SGAFRprogram@gfoa.org.

CIPFA-GFOA Financial Management Self-Assessment Model

The CIPFA-GFOA FM Model is an online financial management self-assessment tool used
for measuring the performance of your financial organization against best practices in the
public sector. The model will enable you to determine your financial management style
and decide where you want to go. For more information and to view a demonstration of
the tool, go to www.gfoa.org.





